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What has happened 

  

US Equity indices pulled away yesterday, on the face of it this is largely to do with Donald Trump’s 

return to the White House which reversed the fall seen on Friday as he was admitted, we think there 

is a different story below the surface. 

  

This time the market won’t favour a lame duck 

  

There are three US Political factors helping drive markets at the moment: hopes of US stimulus, fears 

over a disputed US election and the next President’s legislative agenda. Investors have historically 

favoured gridlock in Washington where the White House and Congress are not fully aligned, 

sometimes termed a ‘lame duck’ Presidency. This is because little legislation can pass that isn’t 

centrist and the status quo is left largely intact. Considering the 2020 election scenarios this time 

might be different. A slight Trump win is unlikely to tip the House of Representatives to the 

Republicans but it will mean that the US will struggle to pass meaningful fiscal stimulus. A slight 

Biden win will be contested by Donald Trump which may create large market volatility and the 

Senate remaining Republican will prevent large scale stimulus. However, a solid win from Biden may 

be significantly more favourable for certainty and stimulus than a narrow victory from either 

side.  This is despite the Democrat legislative risk around healthcare, tax reform and minimum 

wages which the market is willing to shrug off for now. We would argue therefore that yesterday’s 

continued lead by Joe Biden in the polls is the root cause of the market’s rally. 

  

COVID update 

  

We are all keenly aware of the rise in European numbers but the rise in the US has received less 

attention. In New York, an original epicentre of the virus, cases have been rising prompting the 

Mayor to close schools in certain districts. Equally some of the colder states have seen a pickup as 

the weather embraces an autumnal chill. China however, again, provides some hope of how the 

world may look 6/9 months on from an end to the COVID waves. The Ministry of Culture and 

Tourism said yesterday that domestic travellers were back to 80% of last year’s level. 

  

What does Brooks Macdonald think 

  

It’s remarkable how quickly the narrative has changed to markets favouring a comprehensive Biden 

win, largely seen as one of the least friendly outcomes prior to a month ago. Expectations of future 

US volatility have been rising around the election as fears of civil unrest and a long legal challenge 

produce uncertainty. Ironically markets are now suggesting that the result that means least 

uncertainty is a change to the incumbent. 

  



    

Index 
  1 Day 1 Week 1 Month YTD 

  TR TR TR TR 

MSCI World GBP   1.4% 0.7% 2.4% 5.5% 

MSCI UK All Cap GBP   0.7% 0.6% 2.5% -19.9% 

MSCI USA GBP   1.5% 0.9% 2.0% 10.7% 

MSCI EMU GBP   1.3% 0.8% 1.9% -4.4% 

MSCI AC Asia ex Japan GBP   0.6% 1.1% 2.0% 8.7% 

MSCI Japan GBP   1.0% -1.7% 4.0% 2.0% 

MSCI Emerging Markets GBP   0.5% 1.1% 1.5% 1.9% 

MSCI AC World IT GBP   1.6% 0.6% 3.3% 30.5% 

MSCI AC World Healthcare GBP 1.4% 0.6% 3.9% 10.0% 

Barclays Sterling Gilts GBP   -0.5% -1.4% -0.4% 7.1% 

Barclays Sterling Corps GBP   -0.2% -0.4% -0.6% 4.4% 

WTI Oil GBP   5.5% -4.3% 0.6% -34.4% 

Dollar per Sterling   0.3% 1.1% -2.3% -2.1% 

Euro per Sterling   -0.3% 0.1% -1.8% -6.8% 

MSCI PIMFA Income   0.6% 0.3% 1.3% -3.9% 

MSCI PIMFA Balanced   0.7% 0.3% 1.5% -4.3% 

MSCI PIMFA Growth   0.9% 0.5% 1.8% -4.7% 

  

Source: Bloomberg as at 06/10/20 

 


