
 

At its core, 2020 has, so 
far, highlighted the 
benefits of maintaining 
discipline in one’s 
strategic asset 
allocation… 
 
…of staying invested, 
avoiding attempts to time 
markets, and ensuring 
portfolios are 
appropriately diversified 
across both traditional 
and alternative assets. 

US presidential election 

Polls, policies and portfolio positioning 

 

We are tactically overweight risk, led by positions in domestic 
equities and international corporate credit. After sharp declines 
in Q2 growth, leading indicators overwhelmingly flag a sharp Q3 
recovery ahead. While challenging equity valuations persist, 
company earnings estimates are starting to rise. Concern around 
a second wave of the virus has also risen, but our forecast for a 
gradual U-shaped economic recovery into 2021 remains in play. 

This month, we take a look at the upcoming US election. It’s too 
early to be confident about the result or the policy outcomes. 
While the odds point to a Biden victory, whether Congress is 
divided or unified (and the state of the economy) will be key to 
how markets react. Given each side’s disparate policies, we 
expect equity sector impacts to dominate the direction of the 
broader index, with energy, tech and healthcare most exposed. 

Elevated uncertainty argues against taking big bets 

 



 

 

 

 

If there’s one thing we 
have learned over the 
past decade, it’s that 
voting polls and betting 
markets’ ability to predict 
these types of outcomes is 
questionable at best… 
 
…That said, Biden 
currently holds a 
commanding lead. 

 

 

  

“All models are wrong, 
the statistician George 
Box observed, but some 
are useful.” 

Who’s ahead in the US election race?

What are the key implications? 



“One hundred days after 
the election, a Republican 
victory tended to be less 
positive for the equity 
market than a 
Democratic win, if we 
exclude Barack Obama’s 
first election, which 
happened during the 
2008 financial crisis.” 

  

 

 

 

“In US presidential 
election years, the S&P 
500 has, on average, 
been flattish through the 
summer before falling an 
average of about 2% 
from late September until 
right before the election.” 

 

 



The US presidential 
election is an 
uncertain event… 
 
…Pre-emptively 
positioning portfolios for 
a singular outcome is 
akin to the pitfalls of 
trying to time markets. 

What are the implications for markets? 

A blue wave (Biden wins and Democrats sweep Congress) 

A red wave (Trump wins and Republicans sweep Congress)

Divided US Congress remains 
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