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This has been a fascinating US Presidential campaign. Neither of the tw o leading 

candidates, Hillary Clinton and Donald Trump, have been popular w ith the electorate. 

Memorable phrases like “build a great w all”, “drain the sw amp of Washington” and 

“basket of deplorables” have marked this campaign. The election has become an epic 

contest that is more focussed on generating fear and loathing than inspiring ideas and 

detailed policies. 

So one w eek out, putting aside the sound and fury, w hat are three questions investors 

most w ant answ ered? 

What are the candidates’ key economic policy differences?  

The Clinton policy proposals appear to be the usual Democrat promises of more 

government involvement through budget stimulus measures and market regulation. 

The Clinton plan is notable for sharply higher taxes on the w ealthy and tougher tax 

avoidance measures, increased infrastructure spending and a pledge to support 

higher minimum w ages. There’s a commitment to introduce a new  corporate tax 

targeting the ‘untaxed’ foreign profits of US multinationals.  

Trump’s candidacy is a unique combination of the traditional Republican ‘low er taxes 

and smaller government’ pledges combined w ith anti-globalisation and anti-

immigration proposals. 

Large income and corporate tax cuts feature prominently in Trump’s plan. The most 

concerning element of Trump’s rhetoric is his antagonism tow ards international trade 

and immigration. Trump has condemned globalisation as “moving our jobs, our w ealth 

and our factories to Mexico and overseas.” There is a protectionist element to these 

pronouncements that rising import tariffs and preferential treatment for US 

corporations w ill preserve American jobs w ithout costing consumers access to 

cheaper goods.  

There are numerous bold spending promises based on the f inancial sector and private 

enterprises providing the money. Trump has pledged a US$1 trillion rebuilding 

program for infrastructure based on “private investment funding”. This is clearly 

ambitious, but Mr Trump is convinced that US economic grow th can accelerate from 

the current 2% pace to “go higher than 4%” or even “go to 5% or 6%”.  
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Economic policy  Clinton’s position Trump’s position 

Federal budget – revenue and 
taxes 

Higher taxes for the w ealthy, including a 4% 

surtax for incomes above US$5m.  
Limit on deductions to make 30% minimum 

income tax effective for incomes above 

US$2m.  

New  corporate tax measures targeting offshore 

profits of US multinationals. 

 

Cut the highest income tax rate from 39.6%  

to 33%. 
No federal income tax for earners below   

US$ 25,000. 

Low er the corporate tax rate from 35% to 15%. 

Federal budget –  

spending 

US$250bn infrastructure program over f ive 

years.  

Start a US$25bn Infrastructure Bank. 

 

US$1 trillion rebuilding program for 

infrastructure based on “private investment 

funding”.  

Labour market Lift the minimum hourly w age from US$7.25 to 

US$12. 

Lift the minimum hourly w age to US$10. 

Health care More regulation on drug pricing.  Scrap Affordable Healthcare Act provisions 

detailing insurance enrolment and 

entitlements. 

International trade Opposes the Trans Pacif ic Partnership.  US should renegotiate trade agreements  

and impose tariff  on imports from China  

and Mexico.  

US to consider w ithdrawal from the  

World Trade Organisation. 

 

What is the potential market impact of a Clinton or Trump presidency? 

As there’s been no independent audit of either candidate’s policies by the Congressional Budget Office, the impact of their policies 

on future US budgets is highly debatable. 

A President Clinton presents one important challenge to market stability. Her commitments to increase regulation of health care 

companies and target the foreign profits of US multinationals are negatives for these sectors. Even allow ing for the potential benefit 

of more infrastructure spending on US economic grow th, these regulation and taxation measures could adversely impact US 

shares in these sectors. 

A Trump w in is likely to lead to broader and more signif icant f inancial market turbulence in the short term, given the candidate’s 

controversial announcements on international trade. The exchange rates of America’s major trading partners (Mexico, Canada, 

China) are likely to be volatile. A stronger US dollar w ould be the initial response. The more aggressive Trump budget stimulus 

program (low er taxes, larger infrastructure spend) could place upw ard pressure on US Government bond yields by raising concerns 

over the US budget deficit. So the impact of a Trump victory on US shares w ould be a strange mix of positives (low er corporate 

taxes) and negatives (higher US dollar, higher US interest rates) that could prove either favourable or painful for Wall Street.  

How ever, this is really only an analysis of promises that may never be actually implemented if there is Congressional opposit ion. 

Implementing these policies eff iciently and rapidly w ill require Congressional support. The Republicans currently control both the 

Senate and the House of Representatives, and this Republican Congress has generated acrimony and gridlock w ith Democratic 

President Obama. Clearly, either candidate w ould prefer to w ork w ith their party members in a Congressional majority to ensure 

policy is implemented. As individual Congressional election contests are typically driven by local matters, they are impossib le to call 

on a national basis.  



 

Investment insight  
Making America grate or great again? Three questions investors are asking about the US election.   

 

Inv estment insights November 2016 | 3 

 

Can we rely on the current polls for a winner?  

With a w eek to go, the polls favour a Clinton presidency, but politics is know n for surprises. Britain’s Brexit decision in June and the 

history of some remarkably close US Presidential election results (Truman 1948, Kennedy 1960, Carter 1976, George W Bush 

2000) serve as a w arning that this election could still take a remarkable turn.  

Chart 1 show s the w eighted average of key opinion polls collected by the Financial Times, w hich favours  Hillary Clinton becoming 

the President by a margin of approximately 2%. 

Chart 1: Clinton vs Trump support in Presidential polls 

 

Source:  Financial Times Presidential Poll Tracker 

 

How ever, American political polls face some hard challenges in accurately  predicting election outcomes. This is a voluntary voting 

system that has historically produced low  voter turnout. So the w inner may be decided both by the commitment of their supporters 

and the apathy of their opponents in not voting. US voters may have also been camouflaging their actual voting intentions because 

of embarrassment. Voters may also be unw illing to make the decision until the f inal moment in the polling booth. For all political 

polls, there is alw ays the problem that the sample may not be representative of the voting population. 

In the US political system, there is the additional complication that the candidate actually needs to w in 270 of the 538 Elec toral 

College votes allocated, rather than simply gaining the outright national majority. These Electoral College votes are spread across 

the 50 US states and the District of Columbia. In most states, the vote is ‘f irst past the post, the w inner takes all’. So w inning the 

majority in the states w ith the largest numbers of Electoral College votes  – California (55 votes), Texas (38)  Florida (29) and New  

York (29) – as w ell as carrying the majority in the smaller US states, is critical to taking control of the Oval Office.  

So investors shouldn’t rely on the current polls to assume this US Presidential election is over. The old adage, ‘a w eek is a long 

time in politics’ is particularly apt for this election. 
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Important information 

This communication is provided by MLC Investments Limited (ABN 30 002 641 661, AFSL 230705) (‘MLC’), a member of the National Australia 
Bank Limited (ABN 12 004 044 937, AFSL 230686) group of companies (‘NAB Group’), 105–153 Miller Street, North Sydney 2060. An investment 

with MLC does not represent a deposit or l iability of, and is not guaranteed by, the NAB Group.  

This communication is directed to and prepared for Australian residents only. 

Any opinions expressed in this communication constitute our judgement at the time of issue and are subject to change. We believe that the 
information contained in this communication is correct and that any estimates, opinions, conclusions or recommendations are reasonably held or 

made at the time of compilation. However, no warranty is made as to their accuracy or reliability (which may change without n otice) or other 
information contained in this communication.  
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