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Overview 
 
 
The 2016 US Presidential Election is certainly the strangest one that I can remember and probably 

the strangest one that anyone living can remember. 

 

On the Republican side, the primaries began with 17 contestants, the most of any major party in 

US history. A former reality TV star who has neither been elected to office nor had any part in US 

politics ultimately won it. He boosted his popularity by saying racial slurs that all the experts agreed 

would cripple his candidacy. 

 

For the Democrats, the runner-up from the 2004 election, one of the most famous people in the 

US, a former First Lady, senator and Secretary of State, was challenged by an elderly man, 

senator from a small state, who had never even been a member of that political party, Bernie 

Sanders. He drew much of his support from people young enough to be his grandchildren and 

received more individual donations than any previous candidate. Meanwhile, the favored 

candidate went from being one of the most popular women in America to being someone that the 

public has an unfavorable opinion for. 

 

We will outline in this report the history of the Democratic and the republicans, also we will list the 

economic believes for each party, then we will talk about the 2016 candidates in terms of their 

history, believes, economic plans, future outlook for the economy and the financial instruments 

that could be affected under the win of each candidate. Finally, we will look at the performance of 

major sectors during the debate between the two candidates and that can help us forecast the 

scenarios that we could face after November 8, 2016. 
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History of Democrats and Republican 
 
The political landscape of the United States is dominated by two major parties, the Democrats 

and Republicans. Though there are some differences between democrats and republicans, it’s 

next to impossible to classify everyone based on every political issue, there are many specific 

important points that members of each party agree with. These important points are generally 

found in each party’s platform. 

 

In order to understand the fundamental differences and beliefs of each party, we must look at the 

histories of Democrats and Republicans to understand their motives for becoming a party. It is 

also necessary to understand their fundamental beliefs and positions and how they have stuck 

with these positions through their voting records.  

 

¶ History of the Democratic Party 
 

The party can trace its roots all the way back to Thomas Jefferson when they were known as 

Jefferson’s Republicans and they strongly opposed the Federalist Party and their nationalist 

views. The Democrats adopted the donkey as their symbol due to Andrew Jackson who was 

publicly nicknamed “jackass” because of his popular position of “let the people rule”. The 

Democratic National Committee was officially created in 1848. During the civil war a rift grew 

within the party between those who supported slavery and those who opposed it. This deep 

division led to the creation of a new Democratic party, the one we now know today. 

 

¶ History of the Republican Party 

The Republican Party came into existence just prior to the Civil War due to their long-time stance 

in favor of abolition of slavery. They were a small third-party who nominated John C. Freemont 

for President in 1856. In 1860 they became an established political party when their nominee 

Abraham Lincoln was elected as President of the United States. Lincoln’s Presidency throughout 

the war, including his policies to end slavery for good helped solidify the Republican Party as a 

major force in American politics. The elephant was chosen as their symbol in 1874 based on a 

cartoon in Harpers Weekly that depicted the new party as an elephant. 
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Differences Between Democrats And Republicans 

1. Tax Policy 

Both parties favor tax cuts, but each party takes a different view on where those tax cuts should 

be applied. The Democrats believe there should only be cuts for middle and low income families, 

but believe they should be higher on corporations and wealthy individuals. The Republicans 

believe there should be tax cuts for everyone, both corporations and people of all income levels. 

2. Social Issues 

One of the main differences between democrats and republicans lies in their views towards social 

issues. The Republicans tend to be conservative on social issues. They tend to oppose gay 

marriage and promote marriage being between a man and a woman. They also oppose abortion 

and promote the right of gun ownership. Democrats tend to be more progressive in their views, 

favoring abortion and gay marriage, but are strongly for strict gun control laws that limit ownership. 

3. Labor and Free Trade 

Republicans and Democrats have very different ideas when it comes to the business environment. 

Republicans tend to oppose increases to the minimum wage, citing the need for business to keep 

costs low so they can prosper and all Americans can have access to products and services. The 

Democrats favor increasing the minimum wage so that Americans have more money with which 

to purchase goods. They also favor trade restrictions to protect American jobs while Republicans 

favor free trade in order to keep costs low for consumers and make businesses more profitable 

so they can grow. 

4. Health Care 

Democrats generally prefer a lot of government regulation and oversight of the health care 

system, including the passage of the Affordable Care Act, because it makes the health care 

system accessible to everyone. Republicans, who opposed the Affordable Care Act, believe too 

much government involvement in the industry will drive up costs and have a negative impact on 

the quality of care that consumers receive. 

5. Foreign Policy 

When it comes to differences between democrats and republicans, the foreign policy cannot be 

missed. Each party has had differing stances in relation to foreign policy over the years depending 

on the situation. When military involvement may be required, the Democrats favor more targeted 

strikes and limited use of manpower while Republicans favor a full military effort to displace 

regimes that are totalitarian and detrimental to their own people and who are threatening others. 

Both parties typically agree that sending aid to other countries is a good thing, but disagree on 

the nature of that aid and who should be receiving it. 

 

6. Energy Issues and the Environment 

There have always been clashes between the parties on the issues of energy and the  
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environment. Democrats believe in restricting drilling for oil or other avenues of fossil fuels  

to protect the environment while Republicans favor expanded drilling to produce more energy at 

a lower cost to consumers. Democrats will push and support with tax dollars alternative energy 

solutions while the Republicans favor allowing the market to decide which forms of energy are 

practical. 

7. Education 

The parties have different views on the education system of the country, but both agree there 

needs a change. Democrats favor more progressive approaches to education, such as 

implementing the Common Core System, while Republicans tend to favor more conservative 

changes such as longer hours and more focused programs. They are also divided on student 

loans for college, with Democrats favoring giving students more money in the form of loans and 

grants while Republicans favor promoting the private sector giving loans and not the government. 

8. Crime and Capital Punishment 

Republicans generally believe in harsher penalties when someone has committed a crime, even 

for selling illegal drugs. They also generally favor capital punishment and back a system with 

many layers to ensure the proper punishment has been meted out. Democrats are more 

progressive in their views, believing that crimes do not involve violence, such as selling drugs, 

should have lighter penalties and rehabilitation. They are also against capital punishment in any 

form. 

 

The chart below shows the gaps in various indicators between Republican and Democratic 

presidents. Democratic presidents average 4.35 percent GDP growth, compared with 2.54 

percent under Republicans. Democrats also presided over a lower unemployment rate, higher 

stock market returns, higher corporate profits, higher compensation growth and higher productivity 

increases.  
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The chart below describes the difference between the two parties in terms of income per race. 

 

 
 
Across 35 years of Republican presidencies, black unemployment went up a net of 13.7 

percentage points. Across 22 years with Democrats, the black unemployment rate fell 7.9 points. 

 
Now we will turn our attention to the 2016 USA Presidential Candidates, we will talk about each 
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candidate and his economic strategy, in addition, we will list the financial instruments that each 

candidate could affect, and then we will outline the outlooks of each candidate’s strategy that 

might be implemented. 

 
Donald Trump (Republican)  
 
Donald John Trump (born June 14, 1946) is an American businessman, television producer, and 

politician who is the Republican Party nominee for President of the United States in the 2016 

election. He is the chairman and president of The Trump Organization, which is the principal 

holding company for his real estate ventures and other business interests. During his career, 

Trump has built office towers, hotels, casinos, golf courses, an urban development project in 

Manhattan, and other branded facilities worldwide. 

 

Trump was born and raised in New York City and received a bachelor's degree in economics from 

the Wharton School of the University of Pennsylvania in 1968. In 1971 he was given control of his 

father Fred Trump's real estate and construction firm and later renamed it The Trump 

Organization, rising to public prominence shortly thereafter. Trump has appeared at the Miss USA 

pageants, which he owned from 1996 to 2015, and has made cameo appearances in films and 

television series. He sought the Reform Party presidential nomination in 2000, but withdrew before 

voting began. He hosted and co-produced The Apprentice, a reality television series on NBC, 

from 2004 to 2015. As of 2016, he was listed by Forbes as the 324th wealthiest person in the 

world, and 156th in the United States. 

 

In June 2015, Trump announced his candidacy for president as a Republican and quickly 

emerged as the front-runner for his party's nomination. In May 2016, his remaining Republican 

rivals suspended their campaigns, and in July he was formally nominated for president at the 2016 

Republican National Convention. Trump's campaign has received unprecedented media 

coverage and international attention. Many of his statements in interviews, on Twitter, and at 

campaign rallies have been controversial or false. Several rallies during the primaries were 

accompanied by protests or riots. On October 7, a 2005 audio recording surfaced in which Trump 

made vulgar comments about kissing and groping women without their consent; at least fifteen 

women accused him of similar conduct shortly thereafter. He apologized for the 2005 comments 

and denied the allegations. 

 

Hillary Clinton (Democrats) 

Hillary Diane Rodham Clinton (born October 26, 1947) is an American politician and the 

Democratic Party nominee for President of the United States in the 2016 election. She served as 

the 67th United States Secretary of State from 2009 to 2013, the junior United States Senator 
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representing New York from 2001 to 2009, First Lady of the United States during the presidency 

of husband Bill Clinton from 1993 to 2001, and First Lady of Arkansas during his governorship 

from 1979 to 1981 and from 1983 to 1992. 

 

Born in Chicago and raised in the suburban town of Park Ridge, Illinois, Clinton attended 

Wellesley College, graduating in 1969, and earned a J.D. from Yale Law School in 1973. After 

serving as a congressional legal counsel, she moved to Arkansas, marrying Bill Clinton in 1975. 

In 1977, she co-founded Arkansas Advocates for Children and Families. She was appointed the 

first female chair of the Legal Services Corporation in 1978, and, the following year, became the 

first woman partner at Rose Law Firm. As First Lady of Arkansas, she led a task force whose 

recommendations helped reform Arkansas's public schools, and served on several corporate 

boards. 

 

As First Lady of the United States, Clinton led the unsuccessful effort to enact the Clinton health 

care plan of 1993. In 1997 and 1999, she helped create the State Children's Health Insurance 

Program. She also tackled the problems of adoption and family safety and foster care. At the 1995 

UN conference on women, held in Beijing, Clinton stated in a then controversial and influential 

speech, that "human rights are women's rights and women's rights are human rights". Her 

marriage endured the Lewinsky scandal of 1998, and her role as first lady drew a polarized 

response from the public. 

 

Clinton was elected in 2000 as the first female senator from New York, the only first lady ever to 

have sought elective office. Following the September 11 attacks, she voted to approve the war in 

Afghanistan. She also voted for the Iraq Resolution (a vote she later said she regretted). She took 

a leading role in investigating the health issues faced by 9/11 first responders. She voted against 

the Bush tax cuts. She was re-elected to the Senate in 2006. Running for president in 2008, she 

won far more delegates than any previous female candidate, but lost the Democratic nomination 

to Barack Obama. 

 

As Secretary of State in the Obama administration from 2009 to 2013, Clinton responded to the 

Arab Spring, during which she advocated the U.S. military intervention in Libya. She helped 

organize a diplomatic isolation and international sanctions regime against Iran, in an effort to force 

curtailment of that country's nuclear program; this would eventually lead to the multinational Joint 

Comprehensive Plan of Action agreement in 2015. Leaving office after Obama's first term, she 

wrote her fifth book and undertook speaking engagements before announcing her second 

presidential run in the 2016 election. 

 

Clinton received the most votes and primary delegates in the 2016 Democratic primaries, formally 

accepting her party's nomination for President of the United States on July 28, 2016, with vice 

presidential running mate Senator Tim Kaine. She became the first female candidate to be 
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nominated for president by a major U.S. political party. As part of her 2016 platform, she has 

emphasized raising incomes, improvements to the Affordable Care Act and reform of campaign 

finance and Wall Street. She favors allowing pathways to citizenship for undocumented 

immigrants, expanding and protecting LGBT and women's rights, and instituting family support 

through paid parental leave and universal preschool. 

 
 
Trump VS Clinton Economic Strategy 
 
We have broken down the two candidates' policy proposals for the economy from all aspects 

ranging from Wall Street regulation to fiscal policy. Using the campaigns' official positions as well 

as statements from the candidates themselves, we look closely at the details, and what 

economists have said about their potential impact. 

 

 
  

¶ Taxes  
 
Trump's plan would move all Americans into three tax brackets, down from the current seven. The 

top bracket for married joint filers making more than $225,000 a year would pay 33%; the $75,000-

to-$225,000 bracket would pay 25%; and the under-$75,000 bracket would pay 12%. Now people 

who make under $75,00o pay a 15% rate, while the top bracket made up of those making 

$466,950 pays 39.6%. 

Trump would cut the corporate tax rate to 15%. It now sits at 39%, but many companies pay much 
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less in their effective tax rate. The average effective tax rate for S&P 500 companies is 29%, 

according to research by Goldman Sachs. 

According to the Tax Policy Center, Trump's plan would incentivize investment by businesses and 

individuals, but the benefits would be offset unless there was a significant decrease in federal 

spending. Currently, Trump's plans indicate that he would increase spending. 

However, unless it is accompanied by very large spending cuts, it could increase the national debt 

by nearly 80 percent of gross domestic product by 2036, offsetting some or all of the incentive 

effects of the tax cuts 

 

Clinton's plan calls for increasing taxes for people who make over $5 million a year by 4%, in what 

her campaign calls the "Fair Share Surcharge." Additionally, Clinton would make it so that people 

making more than $1 million a year do not pay an effective tax rate (after deductions) under 30%. 

 

For corporations, Clinton plans to prevent "inversions," in which companies move their 

headquarters overseas in order to pay a lower rate, and charge an "exit fee" on companies moving 

their businesses outside the country. 

 

According to the Tax Policy Center, Clinton's plan would decrease investment from the top 

earners but would also significantly reduce the federal deficit. And the proposals would raise 

marginal tax rates on labor and capital, thus reducing incentives to work, save, and invest among 

high-income households," said the report. "The proposals would increase federal revenues by 

$1.1 trillion over the next 10 years and would therefore reduce future deficits and slow, somewhat, 

the accumulation of public debt 

 

¶ Unemployment 
 
Mr. Trump has focused mostly on increasing manufacturing jobs, which have declined by around 

5 million since 2000. Much of that decline has been caused by improvements in technology, 

however, not outsourcing. He has promised to create 25 milli on jobs over 10 years and achieve 

annual economic growth of 3.5%. US GDP growth reached 2.4% in 2015. 

 

Mrs Clinton's policy for jobs growth is a little more specific. She has called for increasing jobs 

training - in part paid for by tax revenue from wealthier Americans. She has pushed for 

infrastructure spending and investment in new energy to lift the number of jobs in those sectors. 

 

¶ Tariffs 
 
Mr Trump has called for a 35% tariff on Mexican goods and a 45% tariff on Chinese goods. That 

would mean a $100 television from Mexico would cost $135. 

This could encourage US consumers to buy more products made in America, but it would also 
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likely encourage Mexico to place an import tax on US goods, making it hard for US companies to 

sell their goods abroad. Mexico purchased $267.2bn in US goods in 2015, making it the second 

largest export partner for the US. 

 

Mrs Clinton has said these tariffs will lead to a trade war making it harder for the US to compete 

on a global stage. Clinton has gone back and forth on trade. She previously supported the Trans-

Pacific Partnership (TPP) but has said in her campaign that she doesn't think it's the best deal for 

America. 

Her plan focuses more on increasing production in the US by offering tax incentives to companies 

that build there rather than barring imports out. While she has criticized some trade deals, she 

hasn't ruled out signing new ones if elected. 

 

¶ Regulations for Wall Street 
 
Clinton has said that she would strengthen regulation on financial institutions and also crack down 

on nonfinancial lending from the "shadow banking" sector. Additionally, Clinton's plan calls for 

reducing compensation to executives at financial institutions in the event of fines from regulators. 

 

Trump, on the other hand, has called for a repeal of the Dodd-Frank regulation that grew out of 

the financial crisis, saying it has prevented banks from lending money to average Americans. 

Additionally, Trump has called for a "pause in all new regulation" and a review of existing 

regulation, which would appear to include regulation on Wall Street. Trump has been critical of 

hedge fund managers, saying they "get away with murder." But it is unclear what he would do to 

address the issue. In his economic vision on the campaign website, there is no mention of either 

Wall Street or Dodd-Frank. 

 

¶ Fiscal policy 
 
Both candidates have emphasized the importance of investing in American infrastructure and 

spending federal money on projects. Trump has said that the country needs to rebuild "crumbling" 

roads and bridges, while Clinton has similarly said that rebuilding infrastructure is key to America's 

future. 

 

Clinton's plan calls for a five-year, $275 billion investment into a variety of projects, including 

airport modernization and Wi-Fi accessibility in rural areas. 

 

Trump's campaign does not provide a full infrastructure plan, but he has said that he will spend 

$500 billion on infrastructure to stimulate the economy and provide growth. 

In conclusion for their strategies, a very large number of analysts have conducted a thorough 

analysis of the future impact of both candidates on the economy, below is a graph that represents 
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the impact of trump and Clinton plans in the future. 

 

 

Economists have taken a more extreme view of Trump's plans. Most economists have warned 

that there could be serious negative shocks to the country's economy under a Trump economic 

plan as evident from the chart above 

 

Now we will turn our attention to what we will call the “Trump affect”, we will look at the financial 

instruments that could be affected if trump wins. 

 

¶ Mexico's peso to plunge 
 
It's been well-documented that the Mexican peso has become a proxy for Donald Trump's victory 

hopes with every swing of fortune in favour of the Republican nominee met by a corresponding 

swing to the downside for the peso. 

 

Trump's pledge to build a wall to keep illegal immigrants from crossing the border might benefit 

the likes of Mexican cement mixer Cemex SAB and have a host of others such as Granite 
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Construction,Tetra Tech, Caterpillar and Fluor salivating, but there will be a direct and sharply 

correlated fall in the peso if Trump's victory is confirmed on November 9. 

 

Despite acute US dollar strength throughout the month of October thus far, the USD/MXN 

currency pair has been in a virtual state of free fall due to a sharp and prolonged rebound for the 

Mexican peso that has corresponded with the deterioration of Donald Trump’s campaign for the 

US presidency. 

 

This sharp rebound for the peso was initially triggered immediately after the first 2016 presidential 

debate between Donald Trump and Hillary Clinton on September 26th, in which Clinton was 

widely considered to be the victor. At that point, USD/MXN had just reached an all-time high 

around 19.92, which meant that the peso was at a record low against the dollar. The Mexican 

currency had become extremely oversold on concerns over Trump’s very public and hardline 

positions on trade and immigration with respect to Mexico. 

 

This relationship is also true for the Canadian dollar-the United States’ nearest neighbor and 

partners in NAFTA. 

 
 
Since the first presidential debate, the situation for the Trump campaign has continued steadily to 

deteriorate due to subsequent debate performances and various controversies surrounding 

Trump’s questionable comments in the past, attitudes towards women and minorities, claims of 

political conspiracy, and tax issues. This is not to say that Clinton has been lacking at all in her 

own very serious issues regarding her past words and actions, but Trump’s problems appear to 

have far eclipsed Clinton’s, especially among undecided voters. The situation has left the vast 

majority of polls and projections showing an increasingly wider lead by Clinton over Trump. 
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¶ U.S Indices  
 
We will see now a figure that includes the major indices in the US at the time of the debate 

between the candidates. All four of these indices rose in parallel during the debate.  

 

During the debate event window, the S&P 500 future rose by 0.71 percent, implying that the value 

of the S&P 500 is about 12% higher under President Clinton than under President Trump. The 

tech-heavy Nasdaq-100 index, which also excludes financial firms, rose by a similar amount, as 

did the Dow Jones Industrial average, which focuses on large companies. 
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¶ FTSE 100 

 
Next, we turn our attention to international markets to assess the global consequences of the U.S. 

election. We start with the FTSE 100, which tracks the fortunes of 100 of the largest companies 

traded on the London Stock exchange, although this means that it includes many international 

companies, rather than purely British concerns. The reason to focus on this index is that its futures 

are traded overnight on the Chicago Mercantile Exchange, whereas other European indices are 

not. 

 
 



 

17  

The above figure illustrates that the FTSE virtually paralleled the S&P 500 during the debate. Of 

course, this is not unusual — the two indices tend to closely commove, and this is also true during 

overnight trading. But it does suggest that traders believed that whatever news was driving the 

S&P 500 was also perceived to be relevant to the value of the FTSE-100. In this case, it means 

that the U.S. presidency is consequential for the world economy — enough that the FTSE is 

expected to be 10 percent lower under President Trump than President Clinton, and that this gap 

is closer to 14 percent in U.S. dollar terms. 

 

¶ Energy and precious metal prices  
 

The below figure illustrates that energy prices rose during the debate, but the increases were only 

statistically significant for West Texas Intermediate (WTI) crude oil and unleaded gasoline. The 

price movements for both Brent and WTI crude oil imply an oil price that would $4 per barrel higher 

under a President Clinton. 

 
The prices of both Gold and Silver fell slightly during the debate, but they were also volatile, initially 

rising then falling. Given that neither of these changes was statistically significant, and that this 

time series pattern did not match what was happening to the election odds, we don’t think this is 

a finding worth emphasizing. Other precious metals (Palladium and Platinum) did not change 

during the debate, and agricultural commodities were also generally flat. 
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Who is Taking The Lead & The Latest News? 
 
The latest batch of polls in the aftermath of the FBI’s reopening of an investigation into Hillary 

Clinton’s email handling has thrown the presidential race back into a dead heat. 

 

Earlier this year, Brexit polls have shown the world that it is very difficult to give an accurate 

prediction about close election results. The U.S. electoral structure is a fairly complex one. Due 

to the system of electoral votes, where candidates are competing for control of each and every 

state, the accuracy of the popular vote polls rarely gives the complete picture to the audience. 

 
 
 
According to FiveThirtyEight’s electoral map Hillary Clinton has a 67 percent chance of winning 

the election. Donald Trump’s chances have doubled in recent weeks, especially in the aftermath 

of the latest batch of news from the FBI last Friday. A one in three chance to win the U.S. 

presidential race should ring alarm bells for brokerages. 
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Conclusion  
 
Those who still haven’t taken measures to protect themselves and their clients from excess 

volatility have little time to do so. The main effect on the markets is likely to be felt via the equity 

markets and precious metals. While FX markets will be certainly affected, the moves are likely to 

be ordinary as the exit polls data starts to flow in. 

 

Traders of shares and share indices are the most exposed and if brokers don’t demand additional 

collateral for positions around the election, they might be in for a rough ride on election night. If 

anything, the Brexit event earlier this year has proven that additional collateral requirements are 

not only good for protecting brokers, but also for protecting clients from excessive risk taking. 
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