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Democrat Joe Biden is pressing ahead with preparations to take the reins
as the next President of the United States. Despite legal challenges and
recounts, the early signs are that markets are responding positively.

In fact, the US sharemarket hit record
highs in the weeks following the November
3 election as Biden’s lead widened.

As things stand, Joe Biden has 306
electoral college votes, comfortably
ahead of the 270 he needs to win.

He also leads the popular vote. With

99 per cent of votes counted, Biden has
80.1 million votes to Donald Trump’s
73.9 million.

As well as voting for President,
Americans also voted for the US
Senate. While Democrats will control
the House, it appears likely that
Republicans will retain control of the
Senate if they win at least one of the
two Senate seats up for grabs in
Georgia in January as expected.

The upshot is that come inauguration
day on January 20, the US will most
likely have a Democratic President and
House with a Republican Senate which
would act as a check on Biden’s more
contentious policies.

So what can we expect from a Biden
Presidency?

The policies Joe Biden took to the
election which stand to have the biggest
impact on the US economy and global

investment markets include the following:

e (Corporate tax increases. The biggest
impact on corporate America would
come from Biden'’s plan to lift the
corporate tax rate to 28 per cent.
This would partially reverse President
Trump’s 2017 cut from 35 per cent to
21 per cent. Biden is also considered
more likely to regulate the US tech
giants to promote more competition.
These plans may face stiff opposition
from a Republican Senate.

e Stimulus payments to households.
Biden supports further fiscal stimulus
to boost consumer spending. While
there were hopes that this could be
delivered before the end of the year,
action now seems unlikely until after
January 20.

Infrastructure program. Biden has
promised to rebuild America’s
ageing public infrastructure, from
roads, bridges, rail and ports to
inland waterways. This would
stimulate the construction and
engineering sectors.

Climate policy. Biden is expected to
rejoin the Paris Climate Accord and
join other major economies pledging
zero net carbon emissions by 2050.
To achieve this, he would likely
promote renewable technologies at
the expense of fossil fuels.

Expand affordable healthcare. Biden
wants to create affordable public
health insurance and lower drug
prices to put downward pressure on
insurance premiums.

Turn down the heat on trade. Biden
will continue to put pressure on
China to open its economy to
outside investment and imports.

But unlike President Trump’s
unpredictable, unilateral action, he is
expected to take a more diplomatic
approach and build alliances with
other countries in the Asian region
to counter China’s expansionism.



While a Republican Senate may oppose
measures such as higher corporate
taxes and tougher regulation of industry,
it is expected to be more open to some
of Biden’s other policy initiatives.

The general view is that further stimulus
spending should support the ongoing
US economic recovery which will in turn
be positive for financial markets.

While Biden is committed to heeding expert
advice in his handling of the coronavirus,
a return to lockdown in major cities may
put a short-term brake on growth.

Longer-term though, recent
announcements by pharmaceutical
company Pfizer and others have

raised hopes that vaccines to prevent
COVID-19 may not be far off. This would
provide an economic shot in the arm and
continued support for global markets.

However, as sharemarkets tend to be
forward looking, the US market appears
to have already given Biden an early
thumbs up with the S&P500 Index hitting
record highs in mid-November.

Despite the Republicans” more overt
free market stance, US shares have done
better under Democrat presidents in
the past with an average annual return of

14.6 per cent since 1927. This compares
with an average return of 9.8 per cent
under Republican presidents (see graph).

While the past is no guide to the future, it
does suggest the market is not averse to
a Democratic president.

What’s more, shares have done best
during periods when there was a Democrat
president and Republican control of

the House, the Senate or both with an
average annual return of 16.4 per cent.

Australian investors should also benefit
from a less erratic, more outward-
looking Biden presidency.

Any reduction in trade tensions with
China would be positive for our exporters
and Australian shares. While a faster US
transition to cleaner energy might put
pressure on the Morrison government
and local companies that do business

in the US to do the same, it could also
create investment opportunities for
Australia’s renewables sector.

If you would like to discuss your overall
investment strategy as we head towards
a new year and new opportunities,
don'’t hesitate to contact us.

i https://www.abc.net.au/news/us-election-2020/

i https://www.amp.com.au/insights/grow-my-wealth/
joe-biden-on-track-to-become-us-president-
implications-for-investors-and-australia
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Phil Thompson is a Certified Financial Planner and Director
of Rise Financial Pty Ltd as trustee for the Thompson
Family Trust (ACN: 123 540 027), Australian Financial
Services Licence: 311718. General Advice Warning: This
advice may not be suitable to you because contains
general advice that has not been tailored to your personal
circumstances. Please seek personal financial advice prior
to acting on this information. Investment Performance:
Past performance is not a reliable guide to future returns as
future returns may differ from and be more or less volatile
than past returns.




