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A pragmatic approach heading into Election Day  
One could argue that the U.S. has rarely been more politically divided as a country than where it stands today. And while 
Democrats and Republicans offer starkly different views on how to lead the country forward, investors must be able to 
separate rhetoric from potential policy. In our opinion, understanding the range of political outcomes may help lower anxiety 
and leave investors better prepared to deal with election results. In that vein, we offer a straightforward summary of the 
investment landscape and potential election implications across policies, broad asset classes, and sectors.   

Setting the stage heading into November 3rd 
Investors have traversed an unprecedented series of challenges this 
year. Below are a few of the events that have shaped 2020 thus far: 

• U.S. stock markets continued their strength from 2019, hitting 
fresh all-time highs by mid-February. 

• But the coronavirus spread uncontrollably across the world soon 
after, creating a global pandemic that essentially put the world 
economy on pause in March and April. 

• Global central banks and governments responded to the situation 
with record stimulus efforts at unprecedented speed. 

• The extreme uncertainty sent global stock prices into correction 
at their fastest rate in history. 

• As a result, a global recession developed and officially ended the 
longest U.S. economic expansion on record. 

• Nevertheless, efforts to slow the spread of the virus allowed 
economies to start slowly reopening in April and May. 

• The unprecedented stimulus efforts and rebounding economic 
activity helped drive the sharpest U.S. stock market recovery in 
history. 

• By the end of June, economic activity was rebounding from depressed levels, and virus trends had improved. 

Notably, stock prices and economic activity continued to accelerate through the third quarter based on the following critical 
drivers: 

• Massive monetary and fiscal stimulus continued to support asset prices and investor risk appetite. 
• The Federal Reserve shifted its policy framework with a mindset of allowing inflation to run hotter, thereby confirming 

investors' expectations that interest rates will remain low for an extended period. 
• Positive developments on the COVID-19 vaccine front. 
• Improving economic activity, accompanied by economic surprises that were generally positive. 
• A surprisingly strong housing market.  
• Poor, yet improving, labor conditions, with the unemployment rate falling for five consecutive months to 7.9% by the end 

of September. 
• Better-than-feared Q2 earnings reports and rising expectations for Q3. 

 

 

Key Takeaways 
 

• Trends in COVID-19, consumer /business 
behaviors, and stimulus responses are 
likely to be the critical drivers to the 
economy and markets 

• Longer-term, stock prices tend to react 
more favorably in periods of divided 
government 

• Election outcomes could have unique 
impacts on policies, asset classes, and 
sectors 
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Looking ahead, we believe investors will focus on election outcomes, vaccine prospects, stimulus efforts, economic 
momentum, and business outlooks heading into next year. All carry "wildcard" elements that could add volatility to markets 
through this year and beyond — regardless of the makeup in Washington. As we approach Election Day, investors should 
consider the following high-level pros and cons for asset prices over the next few months.  

 

 

Key point: While election impacts undoubtedly could play a role in "tilting" market dynamics longer-term, we do not believe 
November's election results would change near-term drivers materially. The pace of growth and profits, as well as interest 
rate policy, are the large drivers for stock prices, in our view. Also, virus trends and the level of economic activity are the other 
significant market drivers for the rest of the year. Investors should keep this point in mind, particularly if market volatility turns 
higher before and/or after the election. 

 

 
Sources: Bloomberg, Standard and Poor's. Each cell above reflects the total return of the S&P500 Index for each individual year bucketed by 10% increments. 
The oldest year is placed at the bottom of each bucketed group and the newest stacked on top. 
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The long-term perspective 

For a longer-term perspective on presidential election cycles, impacts on market performance and volatility, as well as trends 
in economic growth, please ask your financial advisor for Committee Perspectives: U.S. Election Guide for more detail. 

However, we will highlight that, historically, stocks rise in any given year, with little evidence to show political leadership 
having directly influenced the results, as the second chart on page 2 shows.  

In fact, historically, a divided government has tended to produce the best market results, as the chart below highlights. In our 
view, market performance is driven by a host of variables, and mainly by drivers that are independent of government policy 
adjustment. But in some instances, and during specific political environments, fiscal policies can influence market 
performance more directly (e.g., The Tax Cuts and Jobs Act of 2017, in our view).    

 
Sources: Bloomberg, Standard and Poor's. Performance begins the first month a president enters office to the last month they are in office. Data as of 09/30/2020, 
beginning in 1928.  

Key point: We expect the business cycle to maintain a generally positive trend over the next several years, while interest 
rates are likely to remain at very low levels. This is independent of which political party claims victory after November 3rd. The 
Federal Reserve is also likely to let the economy run a bit "hotter" and leave rates lower for longer to help drive inflation 
higher. This is generally a solid setup for risk assets (e.g., stocks) longer-term.   

Also, given the amount of fiscal stimulus currently pulsing through the economy and our expectations that fiscal austerity 
from Washington is a low risk over the next few years, we believe stocks have longer-term tailwinds that could push prices 
higher over time. In a nutshell, growth could be fueled by coordinated monetary, fiscal, and business cycle tailwinds that 
could converge to drive corporate earnings higher through next year.  

Of course, stock prices do not move in a straight line — neither do corporate profits. We expect the market and economy to 
experience bouts of volatility. But whichever party controls the White House and /or Congress next year, they will assume 
leadership with a rare advantage — one with coordinated monetary and fiscal tailwinds and an economy that has an 
opportunity to accelerate higher from what are still depressed levels versus historical averages.  

 
Election impacts: Potential outcomes and investment implications  
In January, whether President Trump begins his second term in the White House or former Vice President Joe Biden begins 
his first as president, each will face the repercussions of a politically polarized electorate, a fragile economic environment, 
and the impacts of either a unified or divided Congress.  

Notably, the path for fiscal policy could be heavily influenced by the makeup of Congress.  Even if one party were to gain 
control of the White House and Congress, their majority control would likely be slim, in our view. In a divided government or 
one with a small majority, more moderate policies from each side would likely carry a heavier influence in crafting legislation 
over the next two years. As a result, a greater respect for consensus-building may emerge to pass legislation. However, if 
political polarization increases, significant changes in policy would be unlikely, in our view.  

It is also essential to recognize that a presidential candidate's policy platform does not guarantee eventual legislation. Each 
presidential candidate sets out his or her vision for policies they believe could move the country forward. However, those 
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policy priorities often shift due to changes in the environment, control in Congress, and the mood and temperature of the 
country.  

Investors should certainly understand the "big picture vision" each presidential candidate envisions for the country, but also 
avoid seeing that vision as set in stone. Below are a few high-level scenarios we see for the U.S. election and some potential 
market impacts: 

Status quo (Republican President, Republican Senate, Democratic House) 

• President Trump likely increases the pressure on China (i.e., trade, manufacturing, technology, and intellectual 
property rights). The use of tariffs could increase. 

• Global pressures on U.S. trading partners could also increase. 
• Fiscal priorities, such as lowering taxes, could take a more prominent role in Washington. 
• The fiscal backdrop: Neutral to dovish — but could become more hawkish if/when the next round of coronavirus 

relief is passed. 
• A continued "light touch" regulatory policy.  
• U.S. equities could outperform global equities. 
• U.S. dollar could strengthen during periods of global uncertainty. 
• Government bonds, TIPs, and gold could provide neutral hedging opportunities (i.e., hold strategic positions).   

A shift to the Dems (Democratic President, Republican Senate, Democratic House) 

• Mr. Biden likely continues to pressure China on trade, manufacturing, technology, and intellectual property rights. 
However, the use of tariffs could decrease. 

• Global pressures on U.S. trading partners would likely decrease. 
• Fiscal priorities, such as raising taxes on corporations and specific individuals, could take a more prominent role in 

Washington. However, we believe the Senate likely blocks any significant policy changes. 
• Possibly a more hawkish fiscal environment. 
• A potentially more challenging regulatory environment for Banks and Energy.    
• Global equities could outperform U.S. equities. 
• U.S. dollar could hold steady or weaken if global uncertainty eases. 
• Government bonds, TIPs, and gold could provide neutral hedging opportunities (i.e., hold strategic positions).   

  A Blue Wave (Democratic President, Democratic Senate, Democratic House) 

• Mr. Biden likely continues to pressure China on trade, manufacturing, technology, and intellectual property rights. 
However, the use of tariffs could decrease. 

• Global pressures on U.S. trading partners would likely decrease. 
• Fiscal priorities, such as raising taxes on corporations and specific individuals, could take a more prominent role in 

Washington. Other spending priorities on the environment and infrastructure could also gain more traction. 
• A possibly dovish fiscal environment. 
• A more challenging regulatory environment, particularly for Banks and Energy.    
• Global equities could outperform U.S. equities. 
• U.S. dollar could weaken as global uncertainty declines and fiscal spending increases. 
• Government bonds, TIPs, and gold could provide hedging opportunities as deficit concerns may increase.   

  A Red Wave (Republican President, Republican Senate, Republican House) 

• President Trump likely increases pressure on China (i.e., trade, manufacturing, technology, and intellectual property 
rights). The use of tariffs could increase. 

• Global pressures on U.S. trading partners could also increase. 
• The overall geopolitical environment could become more strained. 
• Fiscal priorities, such as lowering taxes, could take a more prominent role in Washington and have a greater chance 

of becoming law. 
• The fiscal backdrop: Neutral to dovish — but may become more hawkish if/when the next round of coronavirus relief 

is passed. 
• A continued "light touch" regulatory policy.  
• U.S. equities could outperform global equities. 
• U.S. dollar could strengthen during periods of global uncertainty. 
• Government bonds, TIPs, and gold provide neutral to opportunistic hedging opportunities during periods of 

geopolitical stress. 
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For further information on policy proposals outlined by President Trump and former Vice President Joe Biden, please ask 
your financial advisor for the following Election Insights reports: 

• Trump Second Term Agenda 
• Evaluating Biden's Plan for America 

 
Election impacts: Sector 
Below are a few quick sector summaries from the Ameriprise Equity Research Team that highlight potential election impacts 
and high-level themes for individual industries. For a deeper dive into these sectors, please ask your financial advisor for the 
corresponding Election Insights reports.     

Financials – Lori Wilking-Przekop, Sr. Director  

We believe Financials, mainly banks, are operating in a position of strength. Improving fundamental conditions, including a 
continued economic recovery in 2021, could help support the sector regardless of which party controls Washington. On that 
same theme, we expect interest rates to remain at depressed levels for most of the next administration's term. As a result, 
how companies in the sector navigate fundamental conditions as well as the interest rate environment will likely play a 
prominent role in the sector's success over the coming years.    

Also, we believe excess capital and earnings generated over the last decade may help support stakeholder and shareholder 
returns moving forward. This could mitigate unforeseen risks, such as new investigations and new regulations under a Biden 
presidency. Although political appointees under a Biden administration could be less "industry-friendly" than a second-term 
Trump administration, we believe the impact would be marginal compared to the ongoing Federal Reserve oversight of banks 
and states' supervision of insurers. 

Under a second-term Trump administration, we believe Financials, including banks and investment banks/brokers, could see 
added tailwinds from a continued "light touch" on regulation and a push to reduce taxes.     

Industrials & Materials — Frederick M. Schultz, Director  

President Trump has almost exclusively been a positive for Aerospace & Defense during his first term. However, a Biden 
victory in November could be considerably more constructive on broader pockets of the Industrials & Materials subsectors.  

In our view, a second-term Trump or new Biden administration would likely be net-neutral for many of the subsectors operating 
within Industrials and Materials, of course, with various shades of positive or negative undertones. However, a second-term 
Trump administration would likely continue to benefit Aerospace & Defense and disadvantage Steel. President Trump would 
likely continue to seek higher spending on defense while applying continued pressure on China, which could hurt steelmakers.  

Under a Biden administration, we believe Engineering & Construction could see tailwinds from a policy platform that looks to 
boost American manufacturing and innovation as well as increasing infrastructure spending. Conversely, Airlines and 
Aerospace & Defense may face added headwinds due to shifting policy priorities and a potential reduction in defense 
spending.   

Health Care — Daniel Garofalo, Director 

The Trump administration continues to pursue a repeal of the Affordable Care Act. Despite the Act's legality again appearing 
in front of the U.S. Supreme Court post-election, we believe the likelihood of a full repeal of the law remains low. With that 
said, the shape of Congress post-election and shifting power in the Supreme Court tempers our conviction in that statement. 
Should President Trump win a second term, and Congress remains divided, we believe the status quo of a stripped-down 
Affordable Care system is the more likely outcome.  

However, if Mr. Biden is elected, we would expect a reversal of Trump Administration executive orders, which stripped down 
the program and incremental expansion of the law's provisions.  

In our view, regulatory risks appear less significant than past election cycles. Overall, this could relieve pressure on Health 
Care post-election regardless of which party controls the White House /Congress.  

However, reforming drug prices is an issue both Democrats and Republicans support and could cause ongoing volatility 
across Pharmaceuticals and Biotech. We believe significant legislation on drug reform is less likely under either 
administration, with the caveat, a Democratic sweep in November could increase the pressure on drug makers post-election.   
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Energy — William Foley, Director, ASIP 

The Trump administration has been extremely friendly to the oil and gas sector and a big supporter of the shale industry. 
President Trump has also been mostly dismissive of climate change risks and has rolled back several Obama era 
environmental rules. If President Trump is reelected, we expect a continuation of current policies, with little to no negative 
impact on the Energy sector. 

Conversely, a Biden administration is likely to be much more supportive of environmental policies that focus on the production 
and distribution of clean energy. We expect a potential Biden administration to end President Trump's effort to roll back 
Energy regulations, tighten fuel economy standards, and look to ban new oil and gas permits on federal land and water.  

Under a Biden administration, we would expect companies tied to alternative energy industries, such as wind and solar, to 
potentially benefit from clean energy policies. Industry losers could include companies heavily tied to fossil fuels, natural gas, 
coal, and drilling. 

Technology and Communication Services 

We expect "Big Tech" or the top companies in hardware, software, search, social media, and online retail to face increasing 
regulatory headwinds over the coming years from both Democrats and Republicans. Whether Washington is united by one 
party or divided, Tech and Communication Services giants are more likely to face accusations that their size/actions stifle 
innovation and competition. Antitrust allegations, Congressional inquiries, and possible increased regulations are all risks to 
both sectors over the coming years, in our view. While we believe such headwinds could temper sentiment on each industry 
group at times, longer-term growth rates could continue to surpass most other sectors — albeit at potentially lower 
levels.                       

 
A closing thought 
The final weeks of a presidential election cycle usually increase investor anxiety and market volatility. This year, that volatility 
could extend past November 3rd and keep investors and markets on edge. However, investors should remain confident their 
diversified portfolios can help weather potential political storms and keep them on track with their goals.  

After the dust settles and the makeup of Washington is known, investors should work with their financial advisor to decide if 
modest tactical portfolio adjustments are appropriate. Importantly, investing based on the shifting winds in Washington is 
difficult at best. In our view, the information above is best used to understand the political landscape and inform investment 
decisions. We believe maintaining a pragmatic view of the political environment, following a well-diversified investment 
strategy, and staying focused on goals are investors' best defense against managing through all the election unknowns.     
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The Ameriprise Investment Research Group  
With Ameriprise Financial, you can benefit from our dedicated team of experienced investment research and due diligence 
professionals. Our objective market insight, strategies and guidance are designed to provide you with investment strategies 
and solutions to help you feel more confident about your financial future. It's the higher level of sophistication and service 
you've come to expect from Ameriprise. 
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analysis. For ratings definition purposes, securities included on 
our Recommended Lists most closely correlate with an 
investment opinion of "Buy"; therefore, 100% of the securities on 
our Recommended Lists meet this definition. For purposes of 
constructing our Recommended List, a rating of "Buy" is defined 
as those securities that our research analysts believe represent 
good value based on current conditions. Additionally, we note 
that each of our respective approved third-party research 
providers utilizes its own unique rating system, which is 
disclosed and defined in its own research reports. 

RISK FACTORS 
Dividend and interest payments are not guaranteed. The amount 
of dividend payment, if any, can vary over time and issuers may 
reduce or eliminate dividends paid on securities in the event of a 
recession or adverse event affecting a specific industry or issuer. 
Should a company be unable to pay interest on a timely basis a 
default may occur and interruption or reduction of interest and 
principal occur. 

Investments in a narrowly focused sector may exhibit higher 
volatility than investments with broader objectives and is subject 
to market risk and economic risk. 

RISK DISCLOSURES 
Sector funds are subject to greater volatility than more broadly 
diversified funds because they invest in specific sectors: real 
estate, precious metals, commodities, etc. See each fund's 
prospectus for specific risks associated with the fund. 

DEFINITIONS OF TERMS 
The FactSet Consensus price target represents the average 
projected price over the next 6 to 12 months, for a particular 
security, from a universe of broker research that contributes to 
FactSet.  By default, consensus estimates calculated by FactSet 
are based on estimates that have been validated via broker 
research within the past 100 index provides a broad snapshot of 
the overall U.S. equity market.  Over 70% of all U.S. equity value 
is tracked by the S&P 500. Inclusion in the index is determined 
by Standard & Poor's and is based upon their market size, 
liquidity, and sector. 

INDEX DEFINITIONS 
An index is a statistical composite that is not managed. It is not 
possible to invest directly in an index. 

Definitions of individual indices mentioned in this report are 
available on our website at ameriprise.com/legal/disclosures/ in 
the Additional Ameriprise research disclosures section, or 
through your Ameriprise financial advisor. 

DISCLOSURES OF POSSIBLE CONFLICTS OF 
INTEREST 
One or more members of the research team who prepared this 
research report may have a financial interest in securities 
mentioned in this research report through investments in a 
discretionary separately managed account program. 

As of July 31, 2020, in the past 12 months, neither AEIS nor AFS 
has provided investment banking services to any of the 
companies covered in this research report 

DISCLAIMER SECTION 
Except for the historical information contained herein, certain 
matters in this report are forward-looking statements or 
projections that are dependent upon certain risks and 
uncertainties, including but not limited to, such factors and 
considerations as general market volatility, global economic and 
geopolitical impacts, fiscal and monetary policy, liquidity, the 
level of interest rates, historical sector performance relationships 
as they relate to the business and economic cycle, consumer 
preferences, foreign currency exchange rates, litigation risk, 
competitive positioning, the ability to successfully integrate 
acquisitions, the ability to develop and commercialize new 
products and services, legislative risks, the pricing environment 
for products and services, and compliance with various local, 
state, and federal health care laws.  See latest third-party 
research reports and updates for risks pertaining to a particular 
security. 

This summary is based upon financial information and statistical 
data obtained from sources deemed reliable, but in no way is 
warranted by Ameriprise Financial, Inc. as to accuracy or 
completeness. This is not a solicitation by Ameriprise Financial 
Services, LLC of any order to buy or sell securities. This 
summary is based exclusively on an analysis of general current 
market conditions, rather than the appropriateness of a specific 
proposed securities transaction. We will not advise you as to any 
change in figures or our views. 

Past performance is not a guarantee of future results.   

AFS and its affiliates do not offer tax or legal advice. Consumers 
should consult with their tax advisor or attorney regarding their 
specific situation. 

Investment products are not federally or FDIC-insured, are 
not deposits or obligations of, or guaranteed by any 
financial institution, and involve investment risks including 
possible loss of principal and fluctuation in value. 

Third party companies mentioned are not affiliated with 
Ameriprise Financial, Inc.  

Ameriprise Financial Services, LLC. Member FINRA and SIPC.   
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