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Market Watch

US elections: tighter than expected

Summary

»  The US elections have turned out to be a cliff-hanger. Democrat challenger Joe Biden may have a slight edge, while Republicans
are likely to retain control over the Senate by a thinner margin, assuming all postal votes are counted and mostly go in favour of
Biden. That is a far cry from the “Blue Wave” and a comfortable lead projected for Biden by polls heading into the elections. Any
legal challenges could delay the final results further, heightening market uncertainty in the near-term.

*  What next to watch: Counting of votes in key battleground states of Michigan, Wisconsin and Pennsylvania over the coming
days, amid concerns about legal challenges and social unrest. President Trump hinted at going to the Supreme Court to stop
counting of postal ballots that arrive after the polls closed, underlining the uncertainty that lies ahead.

*  Our net assessment: The tighter-than-expected race means market volatility is likely to remain elevated, with equities and other
risk assets under pressure, and safe-haven assets such as the USD, gold, JPY getting a near-term boost. We remain more
constructive on the medium-term outlook as US regulations make it highly likely that a President is elected by 20 January
Inauguration Day, and both candidates have a pro-growth policy stance, which means we would use the ensuing volatility to
average into our preferred risk assets.

What’s news? Stocks and oil reprice higher odds of a Trump victory
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Democrats retained their majority in the House of
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* In our assessment, a Biden presidency, balanced by a narrow
Republican majority in the Senate, would be ultimately
moderately positive for risk assets. This is because we would
likely still get more fiscal spending, albeit on a much smaller scale
than if Democrats controlled the Senate, while reducing
Democrats’ ability to push through growth-negative policies such
as tax hikes and increased regulation.
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* On foreign policy, Biden’s record on multilateralism and
perceived stability is more supportive from a global risk
perspective, which should be supportive of Emerging Market
(EM) assets. Nevertheless, we are likely to see a continuation of
a tough stance on China, albeit with a more diplomatic approach.
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Source: Bloomberg, Standard Chartered as of 5:00pm SGT

* In this scenario, global equity markets (Asia ex-Japan, in
particular) and EM USD-denominated and local currency
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government bonds and EM currencies are likely key beneficiaries
in the medium term. The USD should also weaken as global risk
sentiment improves as US economic policy uncertainty falls.

» US sectors that are likely winners include utilities, real estate and

consumer discretionary while the energy sector is likely to President Trump has won several battleground States, but
wins in Michigan, Pennsylvania and Wisconsin could get

underperform.
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President Trump’s speech after the early results suggest he may
try to shift the narrative and alter the standards of proof (i.e. Biden Ohio* 18 -8.2 94
to prove there was no election fraud). Trump also hinted at
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moving the Supreme Court to stop counting of ballots that arrive
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official election results. This raises the risk of social unrest. Virginia* 13 6.5 82
* The resurgence of COVID across US states remains in the Wisconsin 10 -3.7 88
backdrop, with hospitalisation and death rates rising from very
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lockdowns, if the fatality rates continue to rise, leading to an *State Result has been confirmed

economic slowdown in the coming weeks. However, in a
prolonged contested election scenario, President Trump and the
Republicans will have little incentive to try and pass additional
fiscal measures ahead of the Inauguration Day, which could add
to market volatility.
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Potential US election scenarios, policy implications and likely short-term asset class responses
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«» Healthcare support; expansion of Obamacare less likely repeal Obamacare; cuts to Medicaid and
5 Medicare
o
§ Less than USD 2trn in pandemic stimulus; Weaker pandemic stimulus; USD 1trn N/A
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Source: Standard Chartered; Note: » Marginal Democrat win = Biden as President, Democrats win 51-60 Senate seats and retain majority in the House; * D = Democrat,
R = Republican; #Historical precedents = Average S&P 500 index annualised returns during presidential terms under similar scenarios after past elections; ~ Contested
by Thanksgiving Day
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management) regulated activity under the Securities and Futures Ordinance (Cap. 571) (“SFO”) (CE No. AJI614). The contents of
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to any offer set out herein. If you are in doubt about any of the contents of this document, you should obtain independent professional
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warranties as to the security or accuracy of any information transmitted via e-mail. The Bank shall not be responsible for any loss or
damage suffered by you arising from your decision to use e-mail to communicate with the Bank. India: This document is being
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financial products. Standard Chartered Bank does not offer any ‘Investment Advice’ as defined in the Securities and Exchange Board
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Investment Products and Services are distributed by Standard Chartered Investment Services Limited, a wholly owned subsidiary of
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Chartered Bank Malaysia Berhad in relation to any matters arising from, or in connection with, this document. Nigeria: This document
is being distributed in Nigeria by Standard Chartered Bank Nigeria Limited, a bank duly licensed and regulated by the Central Bank
of Nigeria. Pakistan: This document is being distributed in Pakistan by, and attributable to Standard Chartered Bank (Pakistan)
Limited having its registered office at PO Box 5556, I.I Chundrigar Road Karachi, which is a banking company registered with State
Bank of Pakistan under Banking Companies Ordinance 1962 and is also having licensed issued by Securities & Exchange
Commission of Pakistan for Security Advisors. Standard Chartered Bank (Pakistan) Limited acts as a distributor of mutual funds and
referrer of other third party financial products. Singapore: This document is being distributed in Singapore by, and is attributable to,
Standard Chartered Bank (Singapore) Limited (Registration No. 201224747C/ GST Group Registration No. MR-8500053-0,
“SCBSL”). Recipients in Singapore should contact SCBSL in relation to any matters arising from, or in connection with, this document.
SCBSL is an indirect wholly-owned subsidiary of Standard Chartered Bank and is licensed to conduct banking business in Singapore
under the Singapore Banking Act, Chapter 19. Standard Chartered Private Bank is the private banking division of SCBSL. IN
RELATION TO ANY SECURITY OR SECURITIES-BASED DERIVATIVES CONTRACT REFERRED TO IN THIS DOCUMENT, THIS
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DEFINED IN SECTION 275 OF THE SECURITIES AND FUTURES ACT, CHAPTER 289 (“SFA”)). THIS DOCUMENT IS INTENDED
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5


mailto:feedback.ghana@sc.com

PUBLIC

Standard Chartered Bank
market watch | 4 November 2020

is for general information purposes only and is not an offering document or prospectus (as defined in the SFA). This document is not,
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