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Proposed Tax Changes in Congress 
If passed, the $3.5 trillion Build Back Better Act would alter some federal tax rates. 
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Investors are watching the Build Back Better Act. This $3.5 trillion bill, refined through months-
long negotiations, may be approaching a final vote in the House of Representatives. If the BBA 
becomes law, it would finance large-scale infrastructure projects, authorize a major expansion 
of parts of the country’s social safety net, and fund college education, grant, and 
entrepreneurial programs over the next ten years.1,2 

 

This information is designed to provide general information on the subjects covered. It is not 
intended to provide specific legal or tax advice and cannot be used to avoid tax penalties or to 
promote, market, or recommend any tax plan or arrangement. Remember that tax laws and tax 
rates are constantly changing. 
 

The passage of the BBA would mean higher taxes for the wealthy and big businesses. To help 
pay for all these initiatives, the new law may raise the capital gains tax rate. Americans in the 
highest federal tax bracket (households earning $400,000 or more) would again face a 39.6% 
marginal income tax rate, up from 37%. Itemized deductions for taxpayers earning more than 
$400,000 might be capped at 28%. The country’s corporate tax rate would be lifted to 26% 
from the current 21%.2,3    
 

At the same time, lower-income and middle-income households could see some of their 
potential tax credits increase, and Medicare coverage might expand so seniors could use 
Medicare benefits to pay for dental, vision, and hearing care.2  
 

How could these tax changes impact a wealthy household? Bill Hoagland, a senior vice 
president at the Bipartisan Policy Center, gave CNBC a quick overview this summer. By his 
estimate, the average federal income tax rate for households earning more than $1 million 
would rise more than 2% to 32.5%. Households making between $500,000 and $1 million would 
see their average federal income tax rate climb 4% to roughly 31%.4 

 

The implications are clear. High earners and those with high taxable investments may want to 
consult tax and financial professionals to explore tax management opportunities. As the Tax 
Foundation notes, investment income typically represents around 40% of household income for 
America’s millionaires – so for the wealthy, the proposed 5% rise for the top capital gains tax 
rate is particularly concerning.4  
 

Tax policy proposals and opinions expressed are subject to change without notice and are not 
intended as tax advice. Consult a professional before making any tax or investment decision. 
 
Scott E. Holstein, CPA, PFS, CFP® may be reached at 800.458.9330 or info@prudentwm.com. 
www.prudentwm.com 
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This material was prepared by MarketingPro, Inc., and does not necessarily represent the views of the presenting party, nor their affiliates. This 
information has been derived from sources believed to be accurate. Please note - investing involves risk, and past performance is no guarantee 
of future results. The publisher is not engaged in rendering legal, accounting or other professional services. If assistance is needed, the reader is 
advised to engage the services of a competent professional. This information should not be construed as investment, tax or legal advice and 
may not be relied on for the purpose of avoiding any Federal tax penalty. This is neither a solicitation nor recommendation to purchase or sell 
any investment or insurance product or service, and should not be relied upon as such. All indices are unmanaged and are not illustrative of any 
particular investment. 
 

Securities and investment advisory services offered through Cetera Advisor Networks LLC, member FINRA/SIPC, a registered 
investment advisor. Certain advisory services and financial planning services offered through Vicus Capital, Inc., a federally 
registered investment advisor. Cetera is under separate ownership from any other named entity. Please remember to contact 
Scott E. Holstein's Office if there are any changes in your personal/financial situation or investment objectives for the purpose 
of reviewing/evaluating/revising our previous recommendations and/or services. The information contained in this e-mail 
message is intended only for the personal and confidential use of the recipient(s) named above. If the reader of this message is 
not the intended recipient or an agent responsible for delivering it to the intended recipient, you are hereby notified that you 
have received this document in error and that any review, dissemination, distribution, or copying of this message is strictly 
prohibited. If you have received this communication in error, please notify us immediately by e-mail, and delete the original 
message. This communication is for informational purposes only and nothing herein should be construed as a solicitation, 
recommendation or an offer to buy or sell any securities or product. The information contained herein has been obtained from 
sources believed to be reliable but we do not guarantee accuracy or completeness. Client account information or transaction 
details do not supersede mailed confirmations or account statements which are the only official records containing this 
information. Electronic mail sent through the internet is not secure and could be intercepted by a third party. For your 
protection, avoid sending identifying information, such as account, Social Security, or card numbers to us or others. Further, do 
not send time-sensitive, action-oriented messages, such as transaction orders, fund transfer instructions, or check stop 
payments, as it is our policy not to accept such items electronically.   
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