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September 22, 2020 

Election Daze 

The US Election Day is six weeks away and while it may be the case that most national polls are decidedly skewed in 

favour of the current Commander in Chief losing his title (FiveThirtyEight shows Donald Trump is trailing challenger 

Joe Biden by seven percentage points in terms of the popular vote and is currently putting the odds 3:1 against the 

incumbent winning), recent history has shown us that pre-election polling does not guarantee future performance.  

 
After all, seven of 19 Presidential elections 

in the post-WWII era have been won by a 

candidate that received less than 50% of 

the popular vote and the race remains tight 

in some key states.  For example, Florida 

and North Carolina and their cumulative 44 

elector votes currently tilt in favour of Joe 

Biden but the margin based on polling 

compiled by FiveThirtyEight is less than two 

percentage points in each. 

With that in mind, it is worth looking at the 

potential outcomes of the November 3rd 

election and what they could mean for the 

economic outlook and prospects for 

financial markets. 
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Net approval rating of US Presidents  

  

 

 

 

 
 

Parentheses denote President’s Party affiliation: (R)=Republican, (D)=Democrat 
Shaded regions represent periods of US recession 
Source: The American Presidency Project, Guardian Capital 
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Return of the 45th  

First, while the public opinion may not 

be in his favour and past presidents 

that presided during an economic 

downturn and held net approval ratings 

at comparable levels at this point 

ahead of the election did not see their 

Party retain power, it would be foolish 

to count Donald Trump out. 

https://projects.fivethirtyeight.com/2020-election-forecast/
https://projects.fivethirtyeight.com/2020-election-forecast/
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Should the President win a second term, the general expectation would be more of the same. The Trump ticket has not 

presented much by way of an agenda but it did release a fairly non-specific list of priorities during the Republican National 

Convention in late August that suggest there is no reason to anticipate that there will be much of a deviation from the 

strategy over the past four years.   

That means a continued focus on lowering taxes (and extending Trump’s signature 2017’s cuts beyond 2025), scaling 

back regulation domestically (especially with respect to the environment and energy), pushing protectionist trade policies 

and trying to rein-in illegal immigration.  

In terms of spending, the President remains intent on investing in infrastructure and defense. That said, these gains may 

be offset by cuts in other areas — the President’s 2021 Budget (released in February, in the pre-COVID era and therefore 

should be taken with a grain of salt) included a plan to reduce mandatory spending for several programs from the levels 

under current law (cuts largely concentrated in Medicare while also tightening the requirements to qualify for Medicaid) 

as well as material cuts to non-defense discretionary spending over the next decade (including areas such as scientific 

research, education and foreign aid). 

 

Biden his time 

In stark contrast, the Biden campaign has released a detailed platform with many planks covering the broad spectrum 

of government policies — of course, as is the case with all politicians on the campaign trail, these plans need to come 

with the caveat that promises made do not always translate into promises kept. 

With respect to personal taxation, the former Vice President is proposing progressive changes to the tax code in an 

attempt to address the growing issue of income inequality. He intends to reverse the 2017 tax cuts on those earnings in 

excess of $400,000 per year (raising the top marginal tax rate back to 39.6% from its current 37%) while also subjecting 

these taxpayers to a 12.4% Social Security payroll tax (with the payments split between workers and their employers). 

As well, those earning over $1 million would pay tax on capital gains and dividends at the new top marginal tax rate (this 

compares to the current rate of 20% on these income flows). 

Biden also seeks to raise corporate income rate from 21% to 28% (this would still be below the 35% that prevailed prior 

to 2017) while also doubling the minimum tax rate (to 21% from 10.5%) on income earned by foreign subsidiaries of US 

companies. 

The Committee for a Responsible Federal Budget’s analysis of Biden’s tax plan would raise taxes on the top 1% of 

earners by 13% to 18% (driving an estimated 2% to 6% increase for the top 20%) while the bottom 80% would see 

indirect increases of between 0.2% and 0.6% (these are due to the effects of increasing corporate taxes which are 

assumed to be partially born by workers). The Tax Policy Center estimates that 93% of the tax increases would fall on 

those within the top quintile of the income distribution. In other words, it is a very progressive tax plan — and Biden also 

is seeking to support lower income cohorts by more than doubling the federal minimum wage (to $15 from $7.25). 

The resulting increase in revenues under Biden’s tax plan (which are estimated to be nearly $4 trillion over the next 

decade) will go toward financing the large-scale spending plans. The Penn Wharton Budget Model estimates the 

proposed initiatives tally more than $5 trillion over the next decade — the focus is on education (including universal pre-

school and free tuition at public universities/colleges for low-income families) and infrastructure investment (including 

high speed rail, public transit, other “green” infrastructure projects and research and development in the clean energy 

space). 

 

 

https://www.donaldjtrump.com/media/trump-campaign-announces-president-trumps-2nd-term-agenda-fighting-for-you/
https://www.whitehouse.gov/wp-content/uploads/2020/02/budget_fy21.pdf
https://joebiden.com/joes-vision/
http://www.crfb.org/sites/default/files/CRFB%20USBW%20Biden%20Tax%20Plan%20Analysis_FINAL%20DRAFT_07302020.pdf
https://www.taxpolicycenter.org/sites/default/files/publication/158624/An_Analysis_of_Former_Vice_President_Bidens_Tax_Proposals_1_2.pdf
http://www.crfb.org/sites/default/files/CRFB%20USBW%20Biden%20Tax%20Plan%20Analysis_FINAL%20DRAFT_07302020.pdf
https://budgetmodel.wharton.upenn.edu/issues/2020/9/14/biden-2020-analysis#overall
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The emphasis on green infrastructure and 

clean energy are part of a proposed “Green 

New Deal” under which the government 

would attempt to create a zero carbon 

electrical grid by 2035 and hit net-zero 

emissions by 2050. As well, Biden has 

indicated that he wants to end subsidies for 

more traditional energy companies — and 

in a potential hit to the Canadian Energy 

industry, he has stated he would cancel 

permits for the Keystone XL pipeline. These 

positions are the antithesis of the current 

Administration’s support for fossil fuel 

(including coal) production. 

 

 

Spending effects of the Biden Platform, 2021 to 2030 
(billions of US dollars) 

Education; $1,930

Infrastructure and 
R&D; $1,601

Housing; $650

Paid leave; $547

Healthcare; $352

Social security 
benefits; $291

Source: Penn Wharton Budget Model, Guardian Capital 
You can’t go your own way 

While the Presidency gets the bulk of the attention, the degree to which the President can govern via Executive Order 

is limited, especially with respect to spending and tax measures. Therefore, it is important to recognize that the ability 

of a President to achieve their policy goals is dependent on having a Congress that is willing to cooperate. For example, 

Presidents Obama and Trump were able to push through major legislation early in their first terms (the Affordable Care 

Act and tax cuts, respectively) thanks to fact that their Party also held both the Senate and the House for the first two 

years of their tenure.  Significant action was stymied thereafter under a split Congress, with the difficulties in passing a 

renewed COVID relief bill, as a recent example. 

As it currently stands, Congress is split with the Republicans currently holding a majority in the Senate (they hold 53 of 

100 seats) while the Democrats hold the House (with 232 of 435 seats). In the upcoming election, there are 35 Senate 

seats up for grabs (23 currently held by Republicans and 12 held by Democrats) and all 435 seats in the House.  

The polling for the House elections currently point to the Democrats retaining power there — 270 to Win, for example, 

is projecting that the Democrats have a hold on 224 seats (218 are required for a majority) with 13 of the 23 seats viewed 

as “toss ups” leaning Democrat as well. 

The Senate, however, appears to be up for grabs. Consensus forecasts compiled by 270 to Win show that four of the 

Republican-held seats up for election are “toss ups”. For their part, FiveThirtyEight forecasts currently suggest that those 

close contests are tilting in favour the Democratic Party’s candidates, which makes them slightly favoured to take control 

of the upper chamber (in part because their baseline forecast is a Biden victory which would mean that the deciding vote 

of a 50/50 split Senate would come from the Vice President).  

 

Marking to market 

From a market perspective, it is arguable that a return of the incumbent would be viewed as the most constructive over 

the near-term. Trump’s tax policies and push toward further deregulation are decidedly pro-business (though, the 

likelihood that the Executive Office would be opposed by at least one chamber of Congress could constrain new material 

3 

 

 

https://www.270towin.com/2020-house-election/consensus-2020-house-forecast
https://www.270towin.com/2020-house-election/table/consensus-2020-house-forecast
https://www.270towin.com/2020-senate-election/consensus-2020-senate-forecast
https://projects.fivethirtyeight.com/2020-election-forecast/senate/
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measures). As well, the maintenance of the status quo is always the preferred state for investors that tend to be averse 

to the implicit uncertainty that comes with change.  

Though a second term would likely mean that a continued inimical approach to China (which could create further 

impasses with respect to a trade deal) and further strains on US foreign relations elsewhere, the fact that these have 

been a constant over the last four years somewhat lessens the impact on markets. 

A Biden win, especially if it is met with a Democrat sweep of Congress, could get a cool initial reception from financial 

markets and spur a move into safe havens. An increase in corporate taxes and the minimum wage rate would create an 

unambiguous drag on corporate profits while fossil fuel producers would feel a target on their backs.  Add to that the 

standard increase in policy uncertainty that comes with a regime change and such an outcome could result in equities 

and credit spreads facing some pressure.  

That said, the hopes of increased fiscal spending initiatives in the pipeline and the fact that a united Congress would 

likely be able to quickly push through any further COVID stimulus bills that would be required (as well as hopes that a 

vaccine rollout could be more efficiently managed) could help blunt the potential negativity. So too could the anticipation 

of a more genial approach to trade discussions and a more focused approach to managing the Office of the President, 

which could serve to ease business uncertainties and support capital investment. 

Of course, any knee-jerk reaction to a Biden victory could be muted in the event of a split Congress that will limit the 

ability for anything significant on the policy agenda to fully materialize over the next two years.  Note, however, the 

combination of a Democratic president with a split Congress has yielded among the best post-election market 

performance historically (a Republican president with a split Congress has fared less well).  

One final outcome worth considering is 

Election Day ends without a clear and 

decisive victory. Such an environment (which 

is increasingly likely as it will potentially take 

added time to count up all absentee/mail-in 

ballots that are likely to be more prevalent 

than ever before thanks to the pandemic) will 

undoubtedly drive a spike in market 

uncertainty. Indeed, the court-challenged 

election in 2000 coincided with a market 

selloff and volatility that was sustained even 

after a decision was reached by the Supreme 

Court a month later. 

 

  

S&P 500 post-Election* performance by composition of US 

federal government 
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*Data includes both general and midterm elections since 1928 
Source: Bloomberg, Guardian Capital 

The bottom line is that the US election is a 

risk event with no clear-cut outcome on the 

table as of yet. That means that markets 

participants are likely to tread carefully over 

the coming weeks as all eyes fixate on the 

American political horseraces, with a 

preference for placing bets once the 

election’s finish line has been breached. 
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All figures in USD. This document includes information concerning financial markets that was developed at a particular point in time. This information 

is subject to change at any time, without notice, and without update. This commentary may also include forward looking statements concerning 

anticipated results, circumstances, and expectations regarding future events. Forward-looking statements require assumptions to be made and are, 

therefore, subject to inherent risks and uncertainties. There is significant risk that predictions and other forward looking statements will not prove to 

be accurate. Investing involves risk. Equity markets are volatile and will increase and decrease in response to economic, political, regulatory and other 

developments. The risks and potential rewards are usually greater for small companies and companies located in emerging markets. Bond markets 

and fixed-income securities are sensitive to interest rate movements. Inflation, credit and default risks are all associated with fixed income securities. 

Diversification may not protect against market risk and loss of principal may result. Index returns are for information purposes only and do not represent 

actual strategy or fund performance. Index performance returns do not reflect the impact of management fees, transaction costs or expenses. This 

presentation is for educational purposes only and does not constitute investment, legal, accounting, tax advice or a recommendation to buy, sell or 

hold a security. It is only intended for the audience to whom it has been distributed and may not be reproduced or redistributed without the consent of 

Guardian Capital LP. This information is not intended for distribution into any jurisdiction where such distribution is restricted by law or regulation.  

Certain information contained in this document has been obtained from external parties which we believe to be reliable, however we cannot guarantee 

its accuracy. Guardian Capital LP manages portfolios for defined benefit and defined contribution pension plans, insurance companies, foundations, 

endowments and third-party mutual funds. Guardian Capital LP is wholly owned subsidiary of Guardian Capital Group Limited, a publicly traded firm 

listed on the Toronto Stock Exchange. For further information on Guardian Capital LP, please visit www.guardiancapitallp.com 

 

http://www.guardiancapitallp.com/



