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Donald turns up trumps:
U.S. election update
Last night, one of the more colourful U.S. presidential election campaign seasons in
recent memory came to a close. Businessman and reality-TV personality Donald Trump
won the election and will take over as president on January 20. This somewhat surprising
turn of events is likely to lead to uncertainty until there is a more comprehensive
understanding of his proposed policy initiatives, and we at TD Asset Management
(TDAM) expect to initially see increased volatility and a significant negative reaction in
financial markets.
Details related to Mr. Trump’s plans have been scarce. Additionally, it is difficult to know
how successful he will be at moving his agenda forward—given Mr. Trump’s status as a
maverick within the Republican Party, we may witness opposition to some of his policies
from both Democrats and Republicans. With this backdrop, it is difficult to predict what
the future holds, but below we take a brief look at some of the policy changes Mr. Trump
may implement during his tenure and their potential implications for investors.

Our View
One area of particular concern is Mr. Trump’s anti-trade rhetoric. He has indicated
opposition to the Trans-Pacific Partnership, pledged to force the renegotiation of the
North American Free Trade Agreement and insisted that he will introduce tariffs on
Chinese goods being imported to the U.S. His protectionist tendencies are likely to
lead to less trade, potentially lower corporate earnings growth (particularly for large
multi-national companies) and higher prices for consumers, plus they may slow
economic growth, especially if China retaliates with tariffs of its own.
On a more positive note, he has indicated a willingness to spend meaningfully on
stimulus measures. During the election campaign, Mrs. Clinton pledged to allocate
$275 billion to stimulus spending over five years—and Mr. Trump has promised to “at
least” double this. If the stimulus plan is successful, it should provide a modest boost
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to economic growth in the U.S., which would support
corporate earnings. Companies in the industrials and
materials sectors in particular should benefit from increased
infrastructure spending, and given the size of the stimulus
package, there are likely to be positive spillover effects for
Canadian companies as well. However, it is important to
note that the scale of his plan will significantly increase the
national debt over the next ten years.
Mr. Trump has pledged to effect corporate and personal
tax reform by lowering taxes, which may provide a boost
to the economy. In addition, he supports the repatriation of
U.S. companies’ offshore profits. With more than $2 trillion
abroad1, the repatriation of these assets could represent
a significant tax windfall, the proceeds of which could
be used to help defray some of the costs of his stimulus
spending plan. It may also allow some companies that
currently have large cash balances overseas to increase their
dividends and share buybacks, which would support their
stock prices.
In terms of the hard-hit energy sector, Mr. Trump’s support
of fossil fuels should be a positive for oil and gas, energy
infrastructure, drilling and coal companies, but a negative
for companies in the renewable energy space. He has
suggested that the Keystone pipeline proposal should be
resubmitted. If it is approved, it should help lower price
differentials for Canadian oil.
He has said that he will not renew U.S. Federal Reserve
Board Chair Janet Yellen’s term, and the selection of a new
Chair may fuel uncertainty. However, he has indicated a
desire to keep rates low, so we believe we are likely to see
a continuation of the current lower for longer environment.
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Overall, Mr. Trump’s victory showcases the significant
discontent felt by many voters, a sentiment that is reflected
in the increasing status of populist parties in Europe. Such
parties have become notably popular in Italy and France,
which are both holding referendums or elections in the
coming months. Speculation about the potential outcomes
of those votes could cause further market volatility as they
draw closer. Overall, there is a broad range of potential
outcomes, which is why we continue to believe it is crucial
for investors to retain a long-term perspective and maximize
diversification benefits within their portfolios.
Within TDAM’s investment mandates, our portfolio
managers have been carefully assessing the many risks on
the horizon, including potential effects from the outcome
of the U.S. election. As always, they have sought to
position their portfolios to minimize potential negative
impacts while also seeking opportunities to benefit from
attractive valuations and possible market overreactions.
They will continue to monitor and evaluate the risks and
rewards around the globe and to assess conditions with the
objectives and best interests of our clients in mind.
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