
 

 

 

 The Candidates & the Markets 

As the 2016 presidential 

election draws closer, 

investors are attempting to 

handicap the most likely 

outcome and the subsequent 

implications for capital 

markets. 

 

The Democratic nominee, Hillary Clinton, proposes a set of policies closely aligned with 

the current administration, while the core beliefs of the Republican nominee, Donald 

Trump, are centered around protectionism, which would represent a significant change 

from the status quo. When taken at face value, the initiatives of each candidate could 

have significant implications for financial markets; however, the most likely scenario is 

that Congress prevents significant changes to legislation. While frustrating to American 

voters, a continuation of political gridlock may be the best outcome for markets, allowing 

investors to focus more on economic developments, rather than major legislative 

change. 

 

According to Real Clear Politics average of eight polls taken between October 28th and November 3rd, Hillary 

Clinton currently holds 46.7% of the vote, compared to 45.0% for Donald Trump. In the race for 270 electoral 

votes, Clinton is expected to start with an advantage given the more dense populations of traditional democratic 

states, with the election likely coming down to key swing states such as Ohio and Florida.  Meanwhile, Congress 

is expected to remain divided. In the Senate, Republicans currently control 54 seats, with 34 seats up for re-

election. Of those races, Nevada holds the only democratic seat that is at the risk of changing parties, leading to 

expectations that the Democrats have a chance to take control of the Senate. In looking at the House of 

Representatives, Republicans are expected to relinquish some of their 231 seats, yet remain in the majority. 

Hillary Clinton’s policies are mostly in-line with the establishment, focused around fighting inequality through 

government programs. Clinton’s tax plan would raise taxes on the highest earners, increase the child tax credit, 

modify taxation of multinational corporations, reform capital gains taxes and increase estate and gift taxes. The 

Tax Policy Center says these proposals would increase revenue by $1.1 trillion over the next decade, with nearly 

all of the tax increase born by the highest 1% of earners1. Clinton also proposes an increase in the minimum 

wage to $12, a path to citizenship for people in the U.S. illegally, free college tuition to millions of families, 

increased spending on clean energy initiatives and greater scrutiny on drug pricing. Similar to Trump, she 

opposes the Trans Pacific Partnership and has proposed a $275B increase in infrastructure spending. Given that 



 

 

 

the House of Representatives is likely to stay in Republican control, we expect a continuation of political gridlock 

if Clinton is elected, with little chance of any expansionary fiscal policies to be approved by the House, aside 

from a possible increase in infrastructure spending. 

Donald Trump has risen to prominence through proposing a set of policies focused on protectionism, appealing 

to those individuals who feel left behind by globalization. In looking at this tax plan,  Trump has vowed to reduce 

the corporate tax rate by 20%,  lower marginal income tax rates, scale back deductions, and make the tax code 

flatter and less progressive. His proposals would cut taxes at all income levels, with the largest benefits going to 

the top earners. The Tax Policy Center expects this would cause federal revenues to fall by $6.2 trillion and the 

Federal debt to increase by $7.2 trillion by 20262. Outside of his tax plan, other key tenants of Trump’s policies 

are closer scrutiny of trade deals (likely higher tariffs), reducing immigration and increasing deportation, cutting 

back on regulation, repealing the Affordable Care Act, and increasing defense and infrastructure spending 

($500B). Finally, Trump has criticized the central bank’s ultra-accommodative monetary policy, mentioning that 

he’d replace Federal Reserve chair, Janet Yellen.  

Our expectation is that if Donald Trump is elected president, there is a greater than 50% chance of a GOP 

majority in the House and Senate, which would likely lead to greater changes in policy than would be seen in a 

Clinton presidency. In the short-term, Trump’s tax cuts, defense and infrastructure spending, and reduced 

regulation on the energy sector, would likely spur a pick-up in consumer spending and activity in the industrial 

sectors, yet this could be tempered should Trump appoint a Federal Reserve chair more inclined to increase 

rates. Over the longer-term, if Trump’s policies result in less trade, less immigration, and a higher debt burden, 

as many expect, most economists believes this will slow long-term growth on the margin and raise the cost of 

imported goods. Should global trade slowdown, it would pose the greatest risk for export-heavy emerging 

markets and would likely spark currency volatility. This dynamic is already manifesting itself in the Mexican peso, 

which has moved inversely to the odds of Trump becoming president. 

The chart below gives a more nuanced examination of how each candidate would impact various industries. 

 
 

 

Industry Clinton Trump

Health Care

Support of the ACA would continue to 

benefit hospitals, drug makers, and Medicaid 

managed tax plans. Bio-pharma pricing to 

remain a headline risk

Scrutiny of ACA ("Affordable Care Act") and 

focus on less regulation to have opposite 

effect of Clinton's plan

Consumer
The ACA and a higher minimum wage may 

hurt restaurants and retailers

Tax cuts should led to higher discretionary 

spending

Energy

Focus on climate change leads to more 

regulation, hurting those involved in oil and 

gas. Companies involved in renewable 

energy to benefit from increased spending

Oil & Gas industry to benefit from less 

regulation, while subsidies may be pulled 

from renewable energy projects



 

 

 

In attempting to predict the impact of the election on markets, we view the result that provides the greatest 

policy certainty as the best short-term outcome. Given that the House of Representatives is likely to stay in 

Republican control, should Clinton become president, widespread legislative change would likely be thwarted by 

Congress, resulting in the policy stability that markets tend to favor. If Trump becomes president, we believe 

there is a greater than 50% chance that Congress is controlled by the Republicans. Our expectation is that this 

outcome would be more unsettling for markets in the near-term, given the greater potential for changes to 

policy, and the associated uncertainty it would cause. 

The election result may have a short-term impact on investor sentiment, yet it’s unlikely to have a meaningful 

influence on the pace of economic growth and monetary policy, which ultimately drives capital market returns. 

While the most likely scenario is for a continuation of political gridlock, the one policy item where we do see bi-

partisan support, corporate tax reform and infrastructure spending, would be a tailwind for economic growth. 

Our expectation is for the economy to continue to grow at a slow pace, supporting modest returns from growth 

sensitive assets, yet we continue to closely monitor the protectionist sentiment, which has manifested itself in 

the U.S. election and Brexit.  In the coming year, political risk will continue to remain high as anti-establishment 

parties, which oppose Eurozone membership, are expected to feature prominently in elections in Germany, 

France, and the Netherlands. 
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