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DC Quick Takes: Slater at DOJ Antitrust,
Reconciliation Two-Step, Defense Spending
Headline Risk and the GOP House

We give our quick takes below to: 1) Trump's nomination of Gail Slater to head the
Department of Justice (DOJ) antitrust division; 2) the prospects of passing two
reconciliation bills and what that might mean for extending the Trump tax cuts;, 3)
some headline risks for the defense sector; and 4) the narrow margin in the
House and implications for GOP agenda.

Slater Top Antitrust Cop at the DOJ

While we believe Slater will continue the Biden administration’s tough take on big
tech, which arguably started during the first Trump administration, we otherwise
see her as being more of an M&A/antitrust friend than her predecessor, Jonathan
Kanter. We don't believe we are going back to the halcyon M&A days of President
Bush (either one) or Reagan era, but we expect directionally more deals are very
likely to be approved and the DOJ and FTC are likely to accept more remedies to
effectuate closing deals. We suspect in general that her approach to antitrust
enforcement will hew closely to past precedents.

We also think that under her leadership, the antitrust division, working with the
FTC, is likely to reverse course from the Biden administration’s Hart-Scott-Rodino
changes, which would mean M&A parties would likely have an easier path in
antitrust review, in the sense that they would not have to fork over the additional -
and ancillary - data submission regarding proposed acquisitions. Additionally, we
suspect the antitrust officials will pull the revised merger guidelines that pushed
the envelope on anticompetitive theories of harm and evaluation of potential
deals, like the bias against private equity firms, investor-owned parties, and real
estate owners who want to buy a target OR the lens of serial acquisitions.

On the healthcare front, we do not see the sector as particularly vulnerable. She is
not known as having specialized expertise in the space or targeting the sector for
concerns about anticompetitive behaviors. We don't think she is likely to
aggressively push for the reportedly ongoing monopolization investigation of
UNH, though we don't necessarily expect it to quickly disappear, and we doubt
that she will go to the mat for the UNH-AMED and likely seek to encourage a
revised settlement. However, she may not be a fan of PBMs since we note that
when she was an attorney advisor to FTC Commissioner Julie Brill (D) ten years ago,
her boss held the dissenting view to the Express Scripts (now Cl) acquisition of
Medco.
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Two reconciliation bills

Some Republican leaders have said they want to pass two reconciliation bills next year:

= One for providing additional immigration/border funds, more defense spending (though how much is unclear), and
reportedly items to bolster domestic energy production, possibly by potentially getting rid of some of the green
energy tax provisions, but which ones aren't clear (permitting reform is also reportedly being discussed but that
likely won't be allowed in reconciliation); and

= One for extending the 2017 tax changes.

If the GOP proceeds with this schedule, it almost certainly means that the second one, the tax measure, won't be enacted
until late Q3 at the earliest and more likely Q4. (This was the case in 2017, when Republicans first tried unsuccessfully to
repeal and replace Obamacare, and then subsequently at year-end enacted the tax cuts package.)

The idea by some Republicans is to secure a quick win and allow Trump’s deportation plans to take shape faster than would
be the case if Congress only enacts a single reconciliation bill. Plenty of congressional Republicans believe doing two would
be a mistake, since the first one would eat up time, which will be crunched given the likely outstanding government funding
issue that will need to be dealt with and competing confirmation of Trump'’s Cabinet nominees.

This would then at a minimum delay the tax reconciliation bill or might make it more difficult to pass. Despite the near
unanimity of support among GOP for extending the 2017 tax cuts, there will be different fights on other competing tax
policies, which will warrant time for debate. Plus, we see Trump and congressional Republicans desiring to be able to claim
they delivered on a promise by the end of the first year, like he did back in 2017, the first year of his first term.

While we think it's a close call on whether Congress opts for one or two reconciliation bills, plenty of congressional
Republicans believe doing two would be a mistake, since it would at a minimum delay the tax reconciliation bill or might
make it more difficult to pass. We think Congress is unlikely to pass two reconciliation bills, given the complexity and time-
consuming nature, but the odds are close to 50/50. In our view, it will probably depend on President-elect Trump. If he
pushes for two, Congress will likely follow.

Defense

It appears from reports that the National Defense Authorization Act (NDAA) topline number for defense spending will come
in at $895 billion, which will likely be seen as a disappointment to the defense sector. The number is in line with the Fiscal
Responsibility Act's (FRA) levels. The decision isn't final, but it appears to be trending that way. However, we still see an
additional $25 billion that defense appropriators have been pushing as the ultimate level of spending when a final spending
package is passed likely in Q1.

There is also the opportunity for Congress to pass two reconciliation bills (see above), which would bolster defense and likely
bring the spending levels up by $25 billion if that increase doesn't find its way into an appropriations measure.

GOP House Majority: 217-215, But...

With the final House race called this week, Republicans will hold a 217-215 majority after two GOP members, Rep. Elise
Stefanik (R-NY) and Rep. Michael Waltz (R-FL) leave the House to join the administration and the retirement of Rep. Matt
Gaetz (R-FL).

Stefanik will probably wait until she's confirmed as UN ambassador before she resigns, which could occur within a month or
so after Trump is inaugurated on January 20.

Waltz can take his position as National Security Advisor on January 20 since his position doesn't require Senate confirmation.
Finally, Rep. Matt Gaetz (R-FL) has stepped down from the current Congress and announced that he would not take his seat
in the new Congress.



Absences are common in the House and Republicans will find it difficult to move legislation if only a few GOP members are
away. Moreover, a couple of untimely GOP vacancies due to health concerns could sway control of the lower chamber, if
only temporarily. However, for now, it's the Democrats who are likely to see members absent due to health issues.

Currently, two Democrats—Rep. Raul Grijalva (D-AZ) and Rep. David Scott (R-GA)— are dealing with health problems that
have caused them to miss time in the chamber.
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