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6 November 2020 

IMPORTANT NOTICE: The contents within this compilation were written on or before 6 November 2020 and are 
based on facts known at the time of writing. The compilation will be updated without notice upon new 
developments. 

 

Introduction 
In order to gain a range of perspectives on the US presidential election, Nikko Asset Management has gathered the 
views of the following experts and investment teams, representing many of our major asset classes and 
geographical regions. 

 John Vail, Chief Global Strategist 
 Rob Samson, Deputy Head of Global Multi-Asset (multi-asset) 
 Asian fixed income team (Asian fixed income) 
 Ashwin Sanketh, Senior Portfolio Manager (Asian equities) 
 John Sorrell, Head of Credit, Australia (Australian credit and rates) 

We hope that this range of views will provide a useful reference to readers as they navigate the global financial 
markets. 

John Vail, Chief Global Strategist 
So far, it seems the odds are favouring our prediction since June that Joe Biden would win the Presidency but the 
Republicans would control the Senate. The conclusion, however, is far from assured and will likely take two months 
to confirm. In the meantime, both equity and bond markets are revelling in our scenario of a toned-down 
Democratic stimulus plan, but there is a significant chance that roadblocks to such will occur. Although Biden, even 
without control of Congress, would have the ability to cancel all of Donald Trump’s executive orders, his ability to 
issue his own orders may be blocked by regional judges. Even certain regulatory changes may be blocked in the 
same way that Trump’s were often blocked. One thing seems nearly certain, the media business will continue to 
thrive as all of this uncertainty proceeds and that the US will likely become an even more divided country. 

Many businesses can thrive in such a stalemated situation as long as there is continued fiscal and monetary 
stimulus, but no major civil unrest. In that regard, US 3Q earnings have been extremely good as costs continued to 
be pared and pricing power seemed very strong in many industries. Advertising costs and product discounting 
seemed particularly cut in many industries. Tech hardware and software demand surged particularly impressively, 
although some of that for components was pre-sanction demand from a major Chinese manufacturer. Auto 
companies reported much better profits than expected due to demand for high priced models and curtailed costs. 
So far in the 4Q, there seems little reason to expect earnings to disappoint, and in the end, corporate profits and 
their future outlook are the main determinants of equity performance. One area of concern is the lack of market 
attention to the fact that many recent mega-mergers, particularly in the tech sector, may be blocked on anti-
competitive grounds. 
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Japanese equities should not deviate too strongly from the US trend, as both presidential candidates wished to 
maintain stable relations, and global economic trends are now highly favouring Japanese companies. 

Rob Samson, Deputy Head of Global Multi-Asset (multi-asset)  

The so-called “Blue Wave”, with Democrats taking both the White House and the Senate looks like it will fail to 
materialize, as it appears the GOP is fairly safe in maintaining its majority in the Senate. In positioning terms, the 
Blue Wave has been closely associated with the “reflation trade” suggesting higher bond yields and a rotation from 
growth to value. As markets readjust to a different reality, growth stocks are predictably outperforming value on the 
back of compressing yields. 

While the Blue Wave is unlikely to materialise, Joe Biden does appear to be leading, suggesting a divided 
government. This would lead to “gridlock”, all but ending the Blue Wave plan for a major fiscal spend which was the 
key driver lifting bond yields and a rotation from growth to value. Even if Donald Trump does manage to win, the 
outcome is much the same – more limited stimulus. We expect positioning to continue with its current adjustment. 
Over the near-term, growth should outperform value and US Treasury yields will likely stabilize at lower levels. 
Emerging markets may give back some of their recent outperformance. China would clearly benefit from a Biden 
administration as few see the same degree of aggression as Trump in fighting the trade/tech war. 

Is the reflation trade over? We don’t think so. While a Blue Wave promised a larger and faster fiscal spend, stimulus is 
still on the horizon, whether from a Biden or Trump administration. And, importantly, monetary policy still remains 
very supportive. Monetary policy, as well as fiscal policy, in the rest of the world remains supportive, while 
demand—particularly from China—also continues to improve. COVID-19 headwinds remain, including recent 
lockdowns in Europe. But we still believe the world is learning to live with the virus, allowing demand to normalize. 
This will accelerate next year when a vaccine becomes available. Over the longer term, we believe these reflationary 
conditions still support a weaker dollar, higher yields and some degree of rotation from growth to value. 

Asian fixed income team (Asian fixed income) 
The outcome of the 2020 US presidential elections will undeniably be of greater importance to Asia compared 
to previous ones in recent history. As markets continue to await the final results and the possibility of a 
contested result, we may see risk-off sentiment dominating, with bonds yields at steady to lower range.    

Running up to 3 November, financial markets warmed up to the idea of an economic bounce in the event of a 
Biden win. This notwithstanding, we believe the key factor to sustain the positive risk tone post-elections is the 
outcome of the Senate races, as this would heavily weigh on what the next US president may or may not be 
able to accomplish in office. In the event that the Republicans maintain control of the Senate, markets could 
see some short-term weakness. In the medium-term, however, we expect improvement in overall risk 
sentiment on the assumption that Joe Biden will be more predictable in his approach to both trade and 
foreign policies.   

With regard to monetary policy, we see it unchanged in the near-term, as the Federal Reserve remains 
independent, acting within their mandate of employment and inflation. The Fed has avowed and adopted an 
average inflation targeting policy. Hence, we do not expect an interest rate hike to be announced until full 
employment is achieved. Notably, this could be seen sooner under a Biden presidency, on the back of more 
fiscal stimulus, than in another Trump administration.       

Strained US-China relations have been a key overhang for Asian credits in past years. We see rhetoric on China 
remaining generally unchanged regardless of election results, as the challenge to US world leadership persists. 
Nevertheless, a Biden presidency is likely to engage China through proper diplomatic channels, which will 
have the effect of reducing volatility and uncertainties in bilateral relations. This will in turn somewhat reduce 
risk premium in credits, particularly those in the technology and export oriented sectors.  

On Asian rates, we see a supportive environment as US rates rise may be slower than those priced for a 
Democratic “Blue Wave” win across the US executive and legislative houses. We also expect EM inflows into 
local markets to improve over time on declining political uncertainty. Overall, we continue to favour countries 
with high carry such as Indonesia, where flows have begun to return. In the medium term, we expect Asian 
currencies to appreciate against the US dollar, with the Chinese yuan, South Korean won, and Singapore 
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dollar—being relatively more trade-sensitive—outperforming. The Malaysian ringgit and Thai baht may lag 
peers, on the back of rising political risk in their respective countries, whereas the Indonesian rupiah is likely to 
do comparatively better as it benefits from EM inflows.   

Ashwin Sanketh, Senior Portfolio Manager (Asian equities) 
There are no US citizens on Nikko AM’s Singapore-based Asian Equities team. We also do not live in America, nor are 
under US jurisdiction. Essentially, a country in the west is electing its president. So why are we writing about it? 

Because the US was, until recently, the “leader of the free world”. Because the US was, until recently, the world’s only 
superpower. Because the US is, still, the world’s largest economy and defence superpower. The last four years under 
President Donald Trump have been eventful to say the least—he brought a “deal-making” approach to his office, 
withdrawing the US from multilateral agreements like the Paris Accord, pulling out from the WHO amid the worst 
pandemic in a century, inciting several trade wars and restricting immigration. If Trump wins a second term, one 
could expect more vitriolic rhetoric and policy volatility. However, if Joe Biden wins, there is scope (perhaps more 
hope) that some of this will be undone, and a more “politically correct” approach might be adopted. But Trump’s 
presidency has also set in motion events that will likely outlast his presidency (even if he doesn’t win a second term) 
particularly apropos China. And therein lies the answer to why we, and indeed, the world at large, cares who the 
next US president is. 

But who the next US President is matters less than you might think.  

Institutions, rules and processes put in place limit the powers of the US president; this is not unique to the US. And 
we have these to thank for the last four years not being any more chaotic. So what matters more is which party has 
control of the Senate and the House of Representatives, and it appears those elections are also too close to call. A 
betting person would go with a Republican controlled Senate and a Democratic controlled House. Thus, regardless 
of who sits in the Oval Office, it is unlikely to be smooth sailing. Also, he is likely to approve greater fiscal stimulus 
(the magnitude may differ), which the US Federal Reserve will likely monetise. A weaker US dollar is likely. 

That China is aware of the bipartisan support for policies to straitjacket its technological progress is old news. That it 
is taking steps to mitigate the fallout is also not new. And given the country’s track record in getting done things 
that really matter to it, give or take a couple of years and a few hundred billion renminbi, one wouldn’t bet against 
it. So the world’s second largest economy will march to its own beat.  

All things considered, for investors in Asia ex-Japan markets, a weaker US dollar has positive implications. The 
relative stability in Asia will also stand the region in good stead, as neither trade nor politics will change 
meaningfully regardless of who occupies the Oval Office. Asian countries have, by and large, handled the COVID-19 
pandemic better than their western counterparts and are now emerging from that nadir. Further, Trump’s “America 
First” stance has already forced US allies—South Korea and Taiwan—to take stock of their relations with China, the 
largest economy in Asia, and one that is still growing faster than most economies anywhere.  

It would serve us well to remember a quote attributed to famous American actor Will Rogers: “After elections and 
after marriage, people rarely get what they expect”.  

John Sorrell, Head of Credit, Australia (Australian credit and rates) 
After a day of counting, it seems that polls overestimated Joe Biden’s support, but what initially looked like it could 
be a Donald Trump victory has faded, and it now seems reasonably likely that Biden has won over half the popular 
vote and will scrape in sufficient Electoral College votes. Final results willdepend on the completion of counting 
absentee voting, which so far has heavily favoured Joe Biden. The Democrats appear to have retained the House of 
Representatives and may strengthen their position in the Senate, but the Republicans will likely maintain control. 
The lack of control of the Senate could heavily impact Biden’s ability to implement his agenda, especially in light of 
an unsympathetic Supreme Court. Irrespective of whether Biden gets across the line, the US would appear to have a 
quite dysfunctional government. 

Given the lack of serious policy debate and the focus on personality during the campaign, Biden’s actual agenda is 
vague, although it might be expected to focus first on a stimulus package and a more active effort against the 
pandemic, followed by areas such as healthcare and the environment. For those outside the US, it may be most 
important to focus on the following five areas: the management of the pandemic; the US economy and its impact 
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on the global economy; the role of the US as a global player; the approach to protectionism, and the attitude to 
environmental issues. The pandemic and the economy may hinge on the immediacy of the vaccine, although more 
focused action may help slow the spread. America’s global role will be challenged by the distraction of conflict 
between the presidency and Congress, which will encourage a more inward-looking perspective. This lack of focus 
could create a favourable environment for China (and to a lesser extent Russia) to be increasingly assertive, but the 
Democrat’s less transactional focus on the moral high ground could pressure Biden to be more outspoken on 
controversies such as Hong Kong or the treatment of the Uighur minority and may also limit the willingness to wind 
back Trump’s more protectionist trading policies. As regards the environment, Biden will be more focused on re-
implementing controls and on reconsidering the Paris Accord, which the US formally exited yesterday. However, 
ratifying any formal agreement might be challenging with a hostile Senate. 

More specifically, for Australia, given US internal distractions, we might expect pressure from China to 
be maintained, with limited expectation for US support in any disagreement with China. A more focused US view on 
climate change and a reconsideration on the Paris accords may increase the pressure on Australia’s current 
government to become more active environmentally. However, for Australian fixed income, the impact of the US 
election outcome is much smaller than the ability to bring the pandemic under control. An effective deployment of 
a successful vaccine, or a turning of the tide of infections will do more to boost Australia’s economy than any other 
single factor. As such, whether the winner is Biden or Trump will have limited impact on the expectation for interest 
rates, where Australia is likely to maintain low rates (even possibly negative). As for credit spreads, economic 
conditions similar to today’s would normally be expected to put pressure on spreads, but sovereign support for 
corporate borrowing and the search for yield are expected to limit spread widening except in clearly impacted 
sectors such as aviation. 
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Important information: This document is prepared by Nikko Asset Management Co., Ltd. and/or its affiliates (Nikko AM) and is for 
distribution only under such circumstances as may be permitted by applicable laws. This document does not constitute personal 
investment advice or a personal recommendation and it does not consider in any way the objectives, financial situation or needs of any 
recipients. All recipients are recommended to consult with their independent tax, financial and legal advisers prior to any investment.  

This document is for information purposes only and is not intended to be an offer, or a solicitation of an offer, to buy or sell any investments 
or participate in any trading strategy. Moreover, the information in this document will not affect Nikko AM’s investment strategy in any way. 
The information and opinions in this document have been derived from or reached from sources believed in good faith to be reliable but 
have not been independently verified. Nikko AM makes no guarantee, representation or warranty, express or implied, and accepts no 
responsibility or liability for the accuracy or completeness of this document. No reliance should be placed on any assumptions, forecasts, 
projections, estimates or prospects contained within this document. This document should not be regarded by recipients as a substitute 
for the exercise of their own judgment. Opinions stated in this document may change without notice.  

In any investment, past performance is neither an indication nor guarantee of future performance and a loss of capital may occur. 
Estimates of future performance are based on assumptions that may not be realised. Investors should be able to withstand the loss of 
any principal investment. The mention of individual securities, sectors, regions or countries within this document does not imply a 
recommendation to buy or sell.  

Nikko AM accepts no liability whatsoever for any loss or damage of any kind arising out of the use of all or any part of this document, 
provided that nothing herein excludes or restricts any liability of Nikko AM under applicable regulatory rules or requirements.  

All information contained in this document is solely for the attention and use of the intended recipients. Any use beyond that intended by 
Nikko AM is strictly prohibited.  

Japan: The information contained in this document pertaining specifically to the investment products is not directed at persons in Japan 
nor is it intended for distribution to persons in Japan.  Registration Number: Director of the Kanto Local Finance Bureau (Financial 
Instruments firms) No. 368 Member Associations: The Investment Trusts Association, Japan/Japan Investment Advisers Association. 

United Kingdom and rest of Europe: This document is communicated by Nikko Asset Management Europe Ltd, which is authorised and 
regulated in the United Kingdom by the Financial Conduct Authority (the FCA) (FRN 122084).  This document constitutes a financial 
promotion for the purposes of the Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the FCA in the United 
Kingdom, and is directed at professional clients as defined in the FCA Handbook of Rules and Guidance. 

United States: This document may not be duplicated, quoted, discussed or otherwise shared without prior consent. Any offering or 
distribution of a Fund in the United States may only be conducted via a licensed and registered broker-dealer or a duly qualified entity. 
Nikko Asset Management Americas, Inc. is a United States Registered Investment Adviser. 

Singapore: This document is for information to institutional investors as defined in the Securities and Futures Act (Chapter 289), and 
intermediaries only. Nikko Asset Management Asia Limited (Co. Reg. No. 198202562H) is regulated by the Monetary Authority of 
Singapore. 

Hong Kong: This document is for information to professional investors as defined in the Securities and Futures Ordinance, and 
intermediaries only. The contents of this document have not been reviewed by the Securities and Futures Commission or any regulatory 
authority in Hong Kong.  Nikko Asset Management Hong Kong Limited is a licensed corporation in Hong Kong. 

Australia: This document is issued in Australia by Nikko AM Limited (ABN 99 003 376 252, AFSL 237563). It is for the use of wholesale 
clients, researchers, licensed financial advisers and their authorised representatives only. 

New Zealand: This document is issued in New Zealand by Nikko Asset Management New Zealand Limited (Company No. 606057, 
FSP22562). It is for the use of wholesale clients, researchers, licensed financial advisers and their authorised representatives only. 

Kingdom of Bahrain: The document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. 
No offer to the public to purchase the Strategy will be made in the Kingdom of Bahrain and this document is intended to be read by the 
addressee only and must not be passed to, issued to, or shown to the public generally.  

Kuwait: This document is not for general circulation to the public in Kuwait. The Strategy has not been licensed for offering in Kuwait by 
the Kuwaiti Capital Markets Authority or any other relevant Kuwaiti government agency. The offering of the Strategy in Kuwait on the basis 
a private placement or public offering is, therefore, restricted in accordance with Decree Law No. 7 of 2010 and the bylaws thereto (as 
amended). No private or public offering of the Strategy is being made in Kuwait, and no agreement relating to the sale of the Strategy will 
be concluded in Kuwait. No marketing or solicitation or inducement activities are being used to offer or market the Strategy in Kuwait.  

Kingdom of Saudi Arabia: This document is communicated by Nikko Asset Management Europe Ltd (Nikko AME), which is authorised 
and regulated by the Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the Financial Conduct Authority 
(the FCA) in the United Kingdom (the FCA Rules). This document should not be reproduced, redistributed, or sent directly or indirectly to 
any other party or published in full or in part for any purpose whatsoever without a prior written permission from Nikko AME. 

This document does not constitute investment advice or a personal recommendation and does not consider in any way the suitability or 
appropriateness of the subject matter for the individual circumstances of any recipient. In providing a person with this document, Nikko 
AME is not treating that person as a client for the purposes of the FCA Rules other than those relating to financial promotion and that 
person will not therefore benefit from any protections that would be available to such clients.  

Nikko AME and its associates and/or its or their officers, directors or employees may have or have had positions or material interests, 
may at any time make purchases and/or sales as principal or agent, may provide or have provided corporate finance services to issuers 
or may provide or have provided significant advice or investment services in any investments referred to in this document or in related 
investments. Relevant confidential information, if any, known within any company in the Nikko AM group or Sumitomo Mitsui Trust Holdings 
group and not available to Nikko AME because of regulations or internal procedure is not reflected in this document. The investments 
mentioned in this document may not be eligible for sale in some states or countries, and they may not be suitable for all types of investors.  

Oman: The information contained in this document nether constitutes a public offer of securities in the Sultanate of Oman as contemplated 
by the Commercial companies law of Oman (Royal decree 4/74) or the Capital Markets Law of Oman (Royal Decree80/98, nor does it 
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constitute an offer to sell, or the solicitation of any offer to buy non-Omani securities in the Sultanate of Oman as contemplated by Article 
139 of the Executive Regulations to the Capital Market law (issued by Decision No. 1/2009). This document is not intended to lead to the 
conclusion of any contract of whatsoever nature within the territory of the Sultanate of Oman.  

Qatar (excluding QFC): The Strategies are only being offered to a limited number of investors who are willing and able to conduct an 
independent investigation of the risks involved in an investment in such Strategies. The document does not constitute an offer to the public 
and should not be reproduced, redistributed, or sent directly or indirectly to any other party or published in full or in part for any purpose 
whatsoever without a prior written permission from Nikko Asset Management Europe Ltd (Nikko AME). No transaction will be concluded 
in your jurisdiction and any inquiries regarding the Strategies should be made to Nikko AME.  

United Arab Emirates (excluding DIFC):  This document and the information contained herein, do not constitute, and is not intended to 
constitute, a public offer of securities in the United Arab Emirates and accordingly should not be construed as such. The Strategy is only 
being offered to a limited number of investors in the UAE who are (a) willing and able to conduct an independent investigation of the risks 
involved in an investment in such Strategy, and (b) upon their specific request.  

The Strategy has not been approved by or licensed or registered with the UAE Central Bank, the Securities and Commodities Authority 
or any other relevant licensing authorities or governmental agencies in the UAE. This document is for the use of the named addressee 
only and should not be given or shown to any other person (other than employees, agents or consultants in connection with the 
addressee's consideration thereof).  

No transaction will be concluded in the UAE and any inquiries regarding the Strategy should be made to Nikko Asset Management Europe 
Ltd. 

Republic of Korea: This document is being provided for general information purposes only, and shall not, and under no circumstances 
is, to be construed as, an offering of financial investment products or services.  Nikko AM is not making any representation with respect 
to the eligibility of any person to acquire any financial investment product or service.  The offering and sale of any financial investment 
product is subject to the applicable regulations of the Republic of Korea. Any interests in a fund or collective investment scheme shall be 
sold after such fund is registered under the private placement registration regime in accordance with the applicable regulations of the 
Republic of Korea, and the offering of such registered fund shall be conducted only through a locally licensed distributor. 
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