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Shock and Awe in Financial Markets 

If President-elect Trump fulfills many of his campaign 

promises, the impacts will be felt across the world. His 

policies on immigration, trade, regulation, and taxes, 

among others, will have a profound effect not only on US 

residents but also many of our global partners and adver-

saries. More will be known about these effects over the 

coming months and quarters, but as wealth managers we 

are focused on the potential short and long-term impacts 

on our clients’ financial well-being. 

Markets hate uncertainty and the uncertainty created by a 

President Trump triggered a “sell first/ask questions lat-

er” response in financial markets. Although S&P futures 

were down 5% overnight as the odds of a Trump victory 

increased, the market has recovered more than half of that 

loss as this is being written (pre-open on November 9). 

US bond yields are sharply higher. In Europe, stocks are 

down about 1% after sliding as much as 2.4% earlier this 

morning. Amid concerns over Trump’s protectionist trade 

policies, emerging market stocks are down more than 2%. 

The Mexican peso, considered an inverse indicator to 

Trump’s presidential aspirations as a result of his antipa-

thy toward Mexico, is down more than 8%. Anticipating a 

relaxation of economic sanctions, the Micex Index of Rus-

sian stocks has rallied 1.4%. 
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Our expectation is that asset prices will continue to expe-

rience significant bouts of volatility in coming weeks as 

expectations adjust to the new reality and as Trump’s in-

tentions (and limitations) become better understood. 

Beyond the immediate turmoil, some of the new admin-

istration’s policies could be viewed as very market-

friendly. With his party in control of both the Senate and 

the House of Representatives, Trump may be able to en-

act pro-growth initiatives such as comprehensive tax re-

form and reduced regulation that should be good for cor-

porate America. Trump has proposed simplifying our 

personal tax system down to three brackets, including a 

top tax rate of 33% for high earners, versus the current 

39.6% rate in effect. He has also proposed reducing the 

tax on capital gains by eliminating the 3.8% Net Invest-

ment Income Tax imposed by Obamacare. Trump has 

also suggested that he would eliminate federal estate and 

gift taxes, while eliminating the step-up in basis for estates 

in excess of $10 million. 

For businesses, Trump has proposed reducing the top 

corporate tax rate to 15% from its current 35%. Along 

the same lines, he also proposed to reduce the personal 

income tax that individuals pay on business income from 

pass-through entities (such as partnerships and S Corps) 

The stunning upset in yesterday’s US presidential election has left many people in a state of  shock. Alt-

hough the polls indicated a tightening race over the last two weeks, very few observers predicted or be-

lieved in the possibility of  a President-elect Trump. Yet here we are. 
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to 15%. These are meaningful changes that will impact the 

decisions of business leaders across all industries. 

On the other hand, some of his professed views may have 

negative economic consequences as well. His plan for mas-

sive infrastructure spending, also advocated by Clinton, 

could have significant benefits for US job growth and eco-

nomic efficiency. But without a viable means for financing, 

it is likely to greatly expand the federal deficit in coming 

years, resulting in much higher interest rates. His intention 

to renegotiate a number of the trade agreements with other 

nations (e.g. NAFTA) to our advantage may improve our 

economic competitiveness, but also run the risk of inciting 

a trade war with many of our important partners. The out-

come could result in higher prices for US consumers and 

less trade. 

Regardless of your political views, one must acknowledge 

that Trump has tapped into an important vein in the 

American psyche, one that many of us in the wealthier seg-

ments of society have failed to fully appreciate. Whether 

he can deliver on many of the promises he made during 

the tumultuous campaigning season, having alienated many 

members of both parties, remains an open question.  

There will undoubtedly be both winners and losers as a 

result of last night’s surprising outcome. Our job as inves-

tors is to consider all of the possibilities and make in-

formed judgments about the likely impact on our clients’ 

portfolios. In coming days, we will be providing additional 

comments to clients as our thoughts evolve.  

In the meantime, please feel free to reach out to your client 

team at Ballentine if you have further questions. 
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