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This Month’s Capital Snapshot Deck Includes

* The policy and political timeline for September, and a look at the remaining 2022
Congressional Calendar.

* An overview of top Congressional priorities, including: (1) government funding,
including appropriations and a potential continuing resolution (CR); (2) FDA User
Fee Agreements reauthorization; (3) police/law enforcement funding; (4) Electoral
Count Reform Act of 2022; (5) access to contraceptives; and (6) same-sex
marriage and interracial marriage codification.

* An overview of, and insight into, the campaign for control of Congress in the 2022
midterm elections.

* Alook at some of the current events, factors and developments that could impact
the 2022 midterm elections landscape.
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Congressional Schedule and Priorities
for September 2022




Remaining Days in Congress

* 11 legislative days scheduled for September.

* The House is scheduled to return from recess on
September 13, and will be in session through September 30.

» 28 legislative days left in 2022.

» 18 legislative days scheduled for September.

Se n ate * The Senate is scheduled to return from recess on September
6, and will be in session through September 30.

» 52 legislative days left in 2022.
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Congressional Agenda and Priorities for September
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FY 2023 National Defense Authorization Act (NDAA)

Background: The NDAA is an annual bill that sets the budget and priorities of the
Department of Defense (DoD). The bill has passed annually for nearly six decades
and is considered the last real “must-pass” bill by many in Congress, leading to a
bipartisan, bicameral process to ensure the package is passed each year.

House Progress: On July 14, the House passed their version of the Fiscal Year (FY)
2023 NDAA (H.R.7900) by a vote of 329-101. Overall, the bill provides $839 billion
for the DoD, keeping with the HASC-approved $37 billion increase over the
president’s budget request which Chairman Adam Smith (D-WA) argued against.
The bill also includes a 4.6 percent pay raise for troops.

Senate Progress: The Senate Armed Services Committee (SASC) marked up its bill
on June 15 which provides $857 billion for the DoD in FY 2023, a $45 billion increase
over the White House’s original proposal and $8 billion more than the House version.

Next Steps: The Senate is expected to consider its version on the floor in
September. Following a final vote, the conference process to negotiate the
differences between the two bills will occur throughout the fall. Given the later
timeline, we expect final passage of the NDAA to occur after the November elections
this year.
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Status of FY 2023 Appropriations

On July 28, Senate Appropriations Committee Chairman Patrick
Leahy (D-VT) released all 12 Fiscal Year (FY) 2023
appropriations bills and accompanying explanatory statements.

The Senate’s FY 2023 appropriations package totals nearly $1.7
trillion, which includes:

- Non-defense discretionary spending: $653 billion
- Defense discretionary spending: $850 billion

* VA medical care: $118.7 billion

« COVID emergency supplemental: $21 billion

This appropriations package only represents an agreement
among Senate Democrats, as Republican appropriators in both
chambers have not agreed to topline fiscal numbers yet.

On July 20, the House advanced a minibus package of six of its
own appropriations bills by a straight party-line vote of 220 - 207.

« The House may take up one or more of its remaining
appropriations bills after the August recess.

With the September 30 fiscal year deadline looming, Congress is
expected to pass a Continuing Resolution (CR) to ensure a
government shutdown does not occur. The CR will likely expire
sometime after the mid-term election, possibly in mid-December.

From left to right: Senate Appropriations
Chairman Patrick Leahy (D-VT) and
Vice Chairman Richard Shelby (R-AL).
Both Senators are retiring at the end of the 117t Congress.
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Biden Administration Announces Student Loan Forgiveness

On August 24, President Biden announced the
cancellation of some federal student loan debt
together with the 7t extension of the student loan
payment and interest moratorium.

The White House stated this extension would be the

final one, with payments resuming on January 1, 2023.

The announcement includes loan forgiveness to
federal student loan borrowers with an annual income
of $125,000 for individuals and $250,000 for
households.

o Applies only to federal loans held by the Department of
Education.

Pell Grant recipients are eligible for up to $20,000 in
forgiveness, while non-Pell recipients are eligible for
up to $10,000 in relief.

As part of this plan, the Department of Education is
proposing to cap monthly payments for undergraduate
student loans at 5% of a borrower’s discretionary
income.

The Department of Education is also proposing to
forgive loan balances after 10 years of payments,
instead of 20 years, for borrowers with original loan
balances of $12,000 or less.

President Joe Biden delivering an address on his student
loan forgiveness plan, with Secretary of Education Miguel
Cardona accompanying him.
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How Many Borrowers Will Receive Forgiveness?

+ This initiative could cancel all outstanding federal student loans for
about 14.6 million people, approximately 32% of all borrowers.

* The plan will also eliminate at least half of the student loan debt held
by borrowers who owe between $10,000 - $20,000, which is about
20% of all borrowers.

* According to the White House, 87% of debt cancellation would
benefit borrowers earning less than $75,000, with 13% of borrowers
earning between $75,000 - $125,000.

o A Penn Wharton analysis, however, found a $10,000 relief initiative
would lead to 69% of overall debt forgiveness going toward the top
60% of Americans by income. This study did not consider the
additional relief of up to $20,000 in forgiveness for Pell grant
recipients.

* Borrowers whose income data already is available to the Department
(about 8 million people) may see automatic relief. The remaining
borrowers will need to complete an application.

+ Administration officials have signaled that applications for relief will
open in early October, with the expectation of borrowers receiving
forgiveness within 4-6 weeks of an application submission.

Nearly 90% of Debt Cancellation
Benefits Will Go to Borrowers
Earning Less Than $75,000

87%

13%
0%

Less than $75,000 - $125,000
$75,000 $125,000 or more

Share of cancellation dollars received by

borrowers out of school, by individual income

Source U.S. Dept of Education Analysis
Graph published by the Biden White House.
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Reactions to Student Loan Forgiveness Announcement

* Generally, Democrats support the moratorium
extension and targeted federal student loan debt
forgiveness. Some moderate Democrats took
issue with the announcement, while more
progressive members applauded the move.

Congressional
Democrats, /

including Senate
Majority Leader I
Chuck Schumer &

(D-NY) * Republicans criticized the announcement and
argued the burden of student loan debt should not
be placed on taxpayers, especially those who

have paid off their debt or did not go to college.

« Some economists took issue with the high cost
and lack of details provided by the White House.
o For instance, the University of Pennsylvania

gsl,ltlmates debt cancellation will cost up to $519
illion

Congressional
Republicans,
including House
Education &
Labor
Committee
Ranking
Member Virginia
Foxx (R-NC)
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What’s Next on Student Loans?

* In early September, the Department of Education will
release a proposed rule establishing a new, more
generous income-driven repayment (IDR) plan. SEegretatr_y of

ucation

* In early October, the Department will release its broad- Miguel Cardona

based forgiveness application, with the first rounds of

forgiveness expected by year-end.

- This fall, we also expect:

o The Department to focus on helping borrowers return to
repayment on January 1, 2023.

o The Department to close out its Public Service Loan
Forgiveness (PSLF) waiver, which expires October 31.

o Multiple legal challenges to the forgiveness plan are
anticipated, despite the Administration issuing a legal
opinion on its authority to cancel student debt. Several
Republican leaders across the country are currently
considering options for pursuing litigation in the federal
court system.
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Recent Positive Economic News




Gas Prices Are Trending Lower

Gas prices have continued to trend lower as the
summer has progressed. Gas prices have now
declined for 11 consecutive weeks, or about 80 straight
days.

The average price of a gallon of gas in the US is
currently about $3.80, which is $1.20 lower than the
peak in June.

Americans are now spending over $400 million less
per day on gasoline, a figure that continues to increase
in size.

Prices vary widely across the country with drivers in
South Carolina, Texas, Georgia, Mississippi and
Louisiana paying the lowest prices (below $3.40 a
gallon) and drivers in California, Hawaii, Alaska,
Oregon, and Nevada paying the highest prices
(between $4.50 to $5.25 per gallon).

About 15 states are projected to see their average gas
prices fall below $3.00 per gallon by September 30.

Current trends and projections suggest that the
average price of gas will continue to decrease.
However, it is unclear if that trend will continue through
the November elections.

" Valero Self Serve Gasoline
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Sources: CBS News; GasBuddy; AAA; The Washington Post
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The US Economy is Adding Jobs

* On August 5, the US Bureau of Labor Statistics
released its July 2022 jobs report. The report found
that nonfarm US payrolls increased by 528,000
in July.

o The report also found that the unemployment rate fell to
3.5%, which is the lowest level since 1969.

o Wage growth also increased—average hourly earning in
July increased by 0.5% for the month, and 5.2% when
compared to July 2021.

* On September 2, the Bureau of Labor Statistics
released its August 2022 jobs report. The report found
that nonfarm payrolls rose by 315,000 jobs in August.

o However, the unemployment rate climbed from 3.5% in
July to 3.7% in August.

o Wages increased compared to August 2021, up 5.2%
since a year ago.

* On September 1, the US Department of Labor
reported initial filings for unemployment insurance fell
to 232,000, which is the lowest level of jobless claims
since June.

« 232,000 is a decrease of 5,000 from the previous
week’s revised level.

Sources: US Bureau of Labor Statistics; CNBC; The Wall Street Journal
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The US Economy is Adding Jobs

* In recent weeks, after passage of both the CHIPS and
Science Act and the Inflation Reduction Act, some
companies have announced they will be making
investments in manufacturing in the United States.

* The following companies have announced investments
in US manufacturing:

o

o O O O

Corning—%42.5 billion on fiber optic cables.
LG/Honda—$4.4 billion on electric vehicle (EV) batteries.
Micron—$40 billion on memory chips.

Qualcomm—$4.2 billion on semiconductor chips.

SPARKZ—-Opening a new EV battery factory in West
Virginia.

o Toyota—Additional $2.5 billion on EV and hybrid batteries.
o First Solar—$1.2 billion in solar panels.

Intel-Up to $100 billion on semiconductor chips.

— This investment would go towards building “potentially”
the world’s largest chip-making facility in Ohio.

Sources: Axios; CNN; CNBC; Reuters; The Associated Press; The Wall Street Journal
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Inflation Slowed Down in July

» According to the US Bureau of Labor Statistics, the
Consumer Price Index (CPI) was unchanged in July
2022, meaning inflation stayed flat. Inflation had risen
by 1.3% in June and by 1.0% in May.

* The Bureau of Labor Statistics found that gasoline
prices fell 7.7% in July. However, food and housing
prices continued to increase, and this increase offset
the decrease in gasoline prices, resulting in an
unchanged inflationary level.

« While inflation was unchanged in July, prices are still
up 8.5% compared to July 2021.

« July’s inflation report is seen as good news for some
workers, as average hourly earnings increased by
0.5% for the month.

Sources: US Bureau of Labor Statistics; CNBC; The New York Times
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Recent Negative Economic News




Downturn in the US Housing Market

On August 30, Goldman Sachs released a paper in
which the investment bank forecasts that activity in the
US housing market will significantly decrease

in 2022.

The firm projects large declines this year in new home
sales (22% decrease), existing home sales (17%
decrease), and housing gross domestic product (GDP)
(8.9% decrease).

Furthermore, the group projects additional declines in
the housing market in 2023, including an 8% decrease
in new home sales, a 14% decrease in existing home
sales, and a 9.2% decrease in housing GDP.

Part of the reason for the slow down in the housing
market is the Federal Reserve’s recent action of
enacting consecutive 0.75 percent point interest rate
increases.

The Federal Reserve increasing the federal funds
benchmark rate has also impacted mortgage rates.

Sources: FORTUNE Magazine; Goldman Sachs
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Manufacturing PMI

The S&P Global Flash US Manufacturing
Purchasing Managers Index (PMI) fell to 51.3 in
August 2022 from 52.3 in July. Comparatively,
market forecasts predicted a PMI of 52; a reading
above 50 indicates that the manufacturing economy
is generally expanding.

o PMTI’s recent level changes represent the slowest

growth in manufacturing activity in 2 years, amid
softened demand and production cutbacks.

o Customer demand slightly decreased due to higher
input prices, affecting US exports to other countries
due to heightened inflation worldwide.

o On a more positive note, cost burdens rose at their
slowest rate since January 2021. This rise is partly
due to fewer supply chain disruptions and heightened
opt:miskm among manufacturers regarding their output
outlook.

o Business sentiment was 52.80 in July, a slight
decrease from the previous month. Experts attribute
low confidence levels to weak client demand and the
impact of further inflationary pressure on customer
spending.

United States Manufacturing PMI
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Sources: Trading Economics, CNBC, and The Wall Street Journal
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Recent Stock Market Trends

* After rebounding fairly well in July and most
of August from a poor spring season,
stocks declined once again at the end of
August due to increasing interest rates.

o Still reeling from the Federal Reserve’s
campaign to lower inflation, the major averages
fell in August. In July, the US Central Bank lifted

its federal-funds rate by 0.75 percentage points
to a range between 2.25% and 2.5%.

— The S&P 500 shed .78% on August 31
— The Dow Jones Industrial Average lost .88%
— Nasdaq Composite was down .56%
o Cleveland Federal President estimates interest

rates to surpass 4% by early 2023 and does not
expect rate cuts.
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Sources: Trading Economics, CNBC, and The Wall Street Journal
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Thank you
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