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ELECTION 
FORMALITIES  
It has been over three weeks since the United States 
Presidential Election took place. Donald Trump has 
not yet formally conceded to Joe Biden, however the 
chances of a Biden win are close to 100%. Trump 
has authorised his administration to begin working 
with the Biden team in the formal transition process. 
As States certify their results, Donald Trump’s 
chances of overturning the presidency are slimming 
greatly. Once the formal certification of State results 
take place, they cannot be overturned. Whilst the 
Trump team still has outstanding legal battles in 
many of the swing-states, they have had cases 
denied or dismissed in States such as Pennsylvania, 
Michigan, Nevada, Arizona, and Georgia. The level 
of voter-fraud needing to be proved by the Trump 
legal team to overturn the election appears to far 
exceed what has been proven thus far. The two 
Georgia run-off elections are scheduled for 5 of 
January 2021. This outcome will determine who 
wins the Senate. If both incumbent republicans are 
voted out in Georgia, the democrats will win the 
Senate. If the republicans win one of the seats, they 
will keep the Senate.  

US MARKETS 
Since the last research paper on the 4th November 
2020, the markets have appeared to price in a clear-
cut win by Biden. The Dow Jones Industrial Average 
has closed over the 30,000 level for the first time in 
history with the S&P 500 also moving higher. 
Whether this was a Biden or a Trump win, the 
markets would have likely gone up regardless, this 
is because the markets care mostly at this point 
about certainty. This certainty has been aided by 
positive vaccine results for COVID-19 being 
released by major pharmaceutical companies, 
namely Moderna, AstraZeneca and Pfizer, signalling 
a hope to a return of normality.  

The recent rise in markets has primarily been within 
value stocks as vaccine hopes revive the beaten 
down sectors such as energy and consumer 
discretionary. The primary rotations of capital have 
been out of technology and healthcare, which 
traditionally have been the safe-haven sectors that 
have performed well during the COVID-19 crisis. 
The value factor has plenty of room to move higher 
over the coming months. This is contingent on the 
outlined pharmaceutical companies continuing to 
release positive results as well as receiving 
approvals to move forward with the eventual global 
rollout of these vaccines. 

Source: Refinitiv Datastream
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INVESTMENT 
IMPLICATIONS  
In the near term, financial markets have reacted 
favourably to the current Presidential outcome. We 
have the transition from the Trump administration to 
the Biden administration currently underway. The 
prospect of a Republican controlled Senate reduces 
the risk of higher corporate taxes, while a Democrat 
controlled Senate increases the risk on the flip side, 
which would have a flow on effect to growth in 
earnings and dividends as business profits are 
potentially affected. This is yet to be determined.  

The likely outcome from this election is the growing 
importance of ESG and the likelihood of further 
stimulus which is supportive to consumer spending 
in the US. This would result in pressure on bond 
returns as a new stimulus programs would result in 
stronger economic activity, which usually translates 
to falling bond prices as investors anticipate higher 
interest rates. This is all dependent on how the US 
tackles the rising surge of COVID-19 cases. 

 

 

 

 

 

 

 

 

 

Lastly, one of the underlying risks not touched upon 
is the potential for greater regulatory scrutiny of US 
businesses, mainly in the technology sector. The 
new Biden administration may push the issue, which 
would put pressure on technology companies such 
as Google or Facebook around privacy and antitrust. 
There is already a case underway with the 
Department of Justice on antitrust, targeting Google 
over monopolies in its search engine and 
advertising.   

Investors should continue to anticipate the range of 
outcomes that can occur going forward. To make 
sure portfolios are positioned to weather a range of 
political shocks. 
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