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Dear reader

With fewer than eight weeks remaining until Election Day, Vice President Kamala Harris and
former President Donald Trump are locked in a very close race to the finish. They are laboring
to sway a diminishing number of undecided voters, with time running short. Six states begin
early voting in late September and another nine do so before 10 October. It is not surprising
that both Harris and Trump are concentrating their efforts in the seven pivotal states that will
dictate the outcome. Field operations in those states are growing, and advertisements on be-
half of their campaigns are ubiquitous. For those on the receiving end of incessant messages
seeking support, the next eight weeks will require some endurance.

The 10 September presidential debate was the first—and perhaps the last—time that the two
leading candidates will appear together to debate policy issues. While the quality of the de-
bate left much to be desired, it did allow prospective voters to contrast the two individuals’
principal policy positions. Economic populism is intrinsic to both candidates’ policy platforms
but directed at different segments of society. Trump prefers to focus on lower income taxes
and trade protectionism. Harris emphasizes higher taxes targeted at the affluent and incentives
for entrepreneurs. Neither is spending much time discussing recurring federal budget deficits.

In this edition of ElectionWatch, we have endeavored to answer the most frequent questions we
receive from our clients. The inquiries range from election dynamics to monetary policy to the

investment outlook for different equity sectors. We hope it answers some of your questions.

Regards,

o

Solita Marcelli
Chief Investment Officer Americas
Global Wealth Management

Tom McLoughlin
Co-lead of ElectionWatch
GWM CIO Americas

This report has been prepared by UBS Financial Services Inc. (UBS FS).
Please see the important disclaimers at the end of the document.
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Check out our scenario analysis

Significant market implications emerge from the
stark contrast between the presidential
candidates’ policies. While we believe portfolio
construction should be an apolitical process no
matter how distracting the lead-up to Election
Day may be, we share our policy, economic, and

market expectations for the most likely outcomes.

See what we think >
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Reactions to the presidential debate

Virtual event replay: After the debate

On 11 September, Jason Chandler, Head of GWM
Americas, hosted a livestream with Solita
Marcelli, Chief Investment Officer Americas and
John Savercool, Head of the UBS US Office of
Public Policy, to discuss takeaways from the 10
September debate and the implications for policy,
politics, and your investments.

Watch the replay >

US Vice President Kamala Harris and former President Don-
ald Trump had never met in person before they took the
stage on 10 September with eight weeks remaining until
Election Day. A brief handshake at the beginning of the
event yielded to vigorous criticism and contentious debate.
Both candidates sought advantage in a presidential race
that, when the night began, was essentially a statistical
dead heat based on national opinion polls and very narrow
margins in critical swing states.

The two candidates offered sharply contrasting visions for
the country. They clashed on the economy, immigration,
fracking, reproductive rights, and foreign policy. Harris often
directed her comments straight at the former president,
highlighted a range of middle-class tax cuts and small busi-
ness incentives, and criticized the former president’s support
for tax cuts for the affluent and broader tariffs. Trump gar-
nered more speaking time than did Harris but preferred to di-
rect his comments to the two moderators and leveled criti-
cism at the Biden administration generally, and Harris in
particular, in the areas of inflation and border security.

US presidential debates often are remembered for isolated

instances when a candidate responded with a clever rejoin-
der, offered a memorable soundbite, or committed a note-
worthy gaffe. In an era when attention spans are short and
social media is pervasive, these moments can have a lasting
impact as they are recirculated repeatedly in subsequent

Election dynamics
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advertisements and posts. There were few obvious examples
of that happening this time, but our general conclusion is
that Harris held the advantage by the end of the night.

Former UK PM Harold Wilson reportedly said “a week is a
long time in politics.” Apart from the debate between Trump
and Biden in June, this is the earliest US presidential debate
in the modern era, so there is still considerable time for the
opinion polls to shift. Harris turned in a stronger perfor-
mance, especially relative to expectations heading into this
highly anticipated event. As a result, we retain our probabili-
ties following the debate.

Election scenarios and probabilities

Scenario Probability
Blue sweep 15%

Harris with a unified Democratic Congress

Harris with a divided Congress 40%
Republican Senate and Democratic House

Red sweep 35%

Trump with a unified Republican Congress

Trump with a divided Congress 10%

Republican Senate and Democratic House

Source: UBS, as of 11 September 2024
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The candidates’ policy platforms

Kamala Harris and Donald Trump are both pursuing populist
economic policies, but like so much else in this presidential
campaign, their pitch is more likely to resonate with different
segments of American society. The vice president favors tar-
geted taxation aimed at wealthier individuals and tax breaks
for less affluent citizens. Larger corporations would pay
more, but smaller startup businesses would receive incen-
tives. The former president prefers to make permanent the
personal tax cuts he was able to enact under a unified gov-
ernment in 2017, which are scheduled to expire at the end of
next year, and instead takes aim at college endowments.

As the presidential campaigns enter the home stretch, both
candidates are anxious to convince a diminishing number of
undecided voters that they deserve support at the ballot
box. In that context, it's not surprising to see Harris agree
with Trump on the elimination of taxes on gratuities. There
are myriad obstacles to the implementation of such a policy,
but it resonates in at least one pivotal swing state. Housing
affordability is top of mind for many voters, so the two can-
didates’ agreement regarding the sale of federal land for
new home construction is not as surprising as it might

at first appear.

Neither campaign has focused much attention on the esca-
lating national debt, and both advocate policies that would
add to the projected budget deficit over the course of the
next decade. Recurring budget deficits will be front and cen-
ter in policy discussions again at some point, but that will be
left for a future campaign.

Fiscal and monetary policy

Policy

Geopolitics and foreign policy

Personal income tax

Election dynamics

Extend and make permanent the 2017 tax
cuts scheduled to expire at the end of 2025

Investment considerations

Donald Trump / JD Vance Kamala Harris / Tim Walz

Extend the 2017 tax cuts only for those
making less than USD 400,000 per year

Corporate income tax

Lower to either 15% or 20%

Raise to 28%

Tax on gratuities

Eliminate

Eliminate

Capital gains tax

No policy announcement

Raise to 28%* for those with more than

USD 1 mn in earnings

Limitation on state and local tax
(SALT) deductions

No policy announcement but high probability
of enactment because it is scored as a
revenue raiser

No policy announcement but enactment
with an increased limit on deductions is

likely in a divided Congress

Child tax credit

Increase to USD 5,000

Expand to make it fully refundable; USD
6,000 for newborns and USD 3,000-USD

3,600 for each older child

Small business tax credit

No policy announcement

Raise tax credit for small business startup
expenses from USD 5,000 to USD 50,000

Sell federal land to state and local
governments for new housing

Yes, through a national competition for funds

Yes, with environmental and income
restrictions

Estate tax No policy announcement, but supports No policy announcement, but Harris has
making all expiring tax cuts permanent supported a lower threshold for exclusion
in the past
Tariffs Impose a universal tariff of at least 10% with No policy announcement but has expressed

a 60% tariff on imported goods from China

support for existing targeted tariffs

Excise tax levy on private
universities

Increase the tax rate on large endowments of
private universities

No policy announcement

Housing

No specific policy announcement

USD 25,000 to first-time home buyers

*Excludes net investment income surtax
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24 questions for the 2024 US elections

The two presidential nominees are locked in a
very tight race with fewer than eight weeks re-
maining to Election Day. Recent polls suggest Ka-
mala Harris has gained some momentum follow-
ing President Biden'’s withdrawal, but Donald
Trump has performed better in the past two elec
tions than the polls have predicted. The outcome
will likely depend upon the ballots cast in just
seven states where voters are more or less evenly
divided. Turnout from among each candidate’s
most avid supporters will be a determining factor.

As we gird ourselves for the final run to the finish,
we wanted to take this opportunity to answer
some of the questions we receive most frequently.
They run the gamut from monetary policy to elec
tion dynamics to the two candidates’ proposed
fiscal policies.

Fiscal and monetary policy

1. The US federal debt continues to grow. Will the
outcome of this election result in a balanced budget?
No. Both political parties recognize that public finances are
on an unsustainable path in the long run but neither one is
likely to be able to implement policies that would balance the
federal budget. Republicans generally prefer to reduce ex-
penditures while Democrats prefer to raise revenue. Both ap-
proaches require shared sacrifice and are difficult to enact in
a bitterly divided Congress.

According to the Congressional Budget Office, US nominal
spending is expected to increase from USD 6.8 trillion in
2024 to USD 10.3 trillion in 2034. Approximately 87% of
that increase is attributable to Social Security, federal health
care expenditures (Medicare, etc.), and interest on the na-
tional debt.! Presidential candidates rarely advocate policies
that would restrain the growth of popular programs, and op-
position to reform is entrenched among the public.

Both presidential candidates are making promises that would
make balancing the budget more difficult. Former President
Donald Trump suggested eliminating the partial income taxa-
tion of Social Security benefits, which would increase the defi-
cit by approximately USD 1.7 trillion over ten years, according
to the Committee for a Responsible Federal Budget (CRFB).

Election dynamics

Investment considerations Additional resources

Meanwhile, Vice President Harris' published “Agenda to Lower
Costs for American Families” would increase the deficit by a
similar amount, absent new revenue, according to the CRFB.

2. Could the election outcome complicate negotiations
over the FY 2025 budget and debt ceiling?

Yes. A new federal fiscal year will begin on the first of Octo-
ber, which will require positive action by Congress to avoid a
government shutdown. In the absence of legislation to fund
government operations for the entire fiscal year, Congress
can enact a Continuing Resolution (CR) to fund the govern-
ment until such time as disagreements over government
funding are resolved. CRs usually extend the level of funding
established by a prior year’s appropriation but can also alter
spending levels or extend the life of expiring programs.? The
use of temporary measures to postpone a legislative compro-
mise over the annual budget has become commonplace.

We expect Congress to enact a CR again, but the duration of
that temporary measure is subject to further negotiation.
House Republicans are inclined to pass a stopgap measure
that would extend funding for six months. Senate Democrats
prefer a shorter time frame, which would require action in a
lame duck session of Congress in December. The presidential
election in November weighs on both parties and neither

'"Committee for a Responsible Federal Budget, Interest, Social Security, and Health Responsible for Nearly 90% of Spending Growth, 20
August 2024. CRFB relies on The Congressional Budget Office Baseline in its analysis.

2UBS ElectionWatch, “The impact of a government shutdown,” 1 September 2023. ElectionWatch 2024 | 24 questions for the 2024 US elections | 5
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one appears willing to enact a full-year budget before voters
go to the polls.

The federal debt limit (aka the debt ceiling) will be reinstated
on 2 January 2025, at a level covering all borrowing since it
was suspended on 2 June 2023. If Congress does not act be-
fore then, the Treasury Secretary will rely on cash reserves
and will have to deploy extraordinary measures to pay the

Figure 1

The Fed's election-year moves

The Fed moved rates in 11 of the 12 presidential election years between
1972 and 2016

Policy tightened and party changed
(1976 1980 2000)

Policy eased and incumbent party won
(1984 1996 2012)

Policy tightened and incumbent party won
(1972 1988 2004)

Policy eased and party changed
(1992 2008)

No policy change
(2016)*

0 1 2 3

*The Fed raised rates in December 2016, after the election.
Policy change describes net easing or tightening.
Source: Reuters, Cornerstone Macro, UBS

Fiscal and monetary policy

Geopolitics and foreign policy

federal government’s bills. Raising the debt ceiling is a critical
responsibility for Congress but is often accompanied by in-
tense negotiations over future spending plans. A divided gov-
ernment is more likely to result in a last-minute resolution.

3. Is there any precedent for the Federal Reserve
raising or lowering its policy rate in a presidential
election year?

Yes. In a recent speech to the Stanford Graduate School of
Business, Fed Chair Jerome Powell asserted that Open Mar-
ket Committee decisions are made “without consideration of
short-term political matters.”? The data supports the chair-
man’s position. The Fed has adjusted its policy rate in 11 of
the 12 election cycles between 1972 and 2016. In some in-
stances, the adjustment was relatively minor and occurred in
the first quarter of the calendar year. At other times, the ad-
justment was made much closer to Election Day. There is lit-
tle evidence that altering the Fed funds rate has had a defini-
tive impact on the outcome of the election (see Fig. 1).

4. How have recent Supreme Court decisions altered
the regulatory landscape and the potential for
deregulation in the next administration?

For nearly four decades, lower courts deferred to administra-
tive agencies’ reasonable interpretations of ambiguous laws
or statutes under a doctrine known as “Chevron deference.”
In fact, Chevron became one of the most widely cited cases
in federal court decisions. Courts gave agencies the benefit
of the doubt and assumed they held a level of expertise that
was sufficient to interpret a statute.

3Jeff Hunter, Monetary policy and presidential politics, American Bankers Association, 4 April 2024.

Election dynamics
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A series of recent Supreme Court decisions has reduced the
amount of discretion granted to federal agencies to interpret
regulatory laws. These decisions have fundamentally altered
the authority of federal agencies to regulate vast reaches of
US economic and corporate activity, with potentially impor-
tant implications for corporate profitability and economic
productivity. The overturning of the Chevron doctrine intro-
duces a lengthy period of uncertainty about how the courts
will now rule on long-standing interpretations of statutes,
how the White House will construct new regulatory rules,
and how Congress will shift the way it writes legislation to
build in greater detail in its statutes.

5. Will the outcome of the election affect how much
money from the Inflation Reduction Act is spent?

The Inflation Reduction Act (IRA) of 2022, passed along parti-
san lines, represents the single largest US investment in clean
energy, electrification, and decarbonization. It is also one of
the largest global government investment packages in these
sectors. We expect a Harris administration to preserve the
programs embodied in the IRA. The reversal of Chevron def-
erence (see question 4) could result in challenges to Treasury
rulemaking on IRA tax credit eligibility, which would create
uncertainty given that litigation would likely take years to re-
solve. Full reversal of the IRA in a Trump administration is un-
likely, even in a Red Sweep, owing to committed funding and
significant solar and wind capacity in Republican-majority dis-
tricts. Electric-vehicle-specific tax credits are potentially at risk,
but Trump has recently left open the door for their preserva-
tion alongside solar production and investment tax credits.

ElectionWatch 2024 | 24 questions for the 2024 US elections | 6
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6. Can a US president impose tariffs on other nations
without restriction? How might the economy react to
the imposition of such tariffs?

Yes, with few constraints. Congress has exclusive authority
“to regulate Commerce with foreign Nations” but has dele-
gated more authority to the executive branch of government
to manage trade with other nations.* The president’s author-
ity to impose a tariff now rests on either the preservation of
national security or as a response to unfair trade practices by
other nations. There are restrictions on presidential authority,
but they are not particularly onerous. The relevant statutes
require consultation with Congress and impose some limits
on the duration of the levy and the process by which they
are introduced.

America’s two political parties are generally aligned on the
issue of global trade. Regardless of who wins in November,
the use of tariffs as a tool by which leverage may be exerted
on trading partners is likely to continue. Former President
Trump may rely on the broader application of tariffs as a for-
eign policy tool; Vice President Harris is more likely to use
them in a targeted manner against geopolitical rivals.

Tariffs are a tax on the consumer of imported products. They
are also inflationary in the short term. When targeted toward
specific products from a single trading partner, the impact on
the aggregate economy is generally limited. When applied
more broadly, the imposition of tariffs runs the risk of recip-
rocal action that suppresses global commerce and distorts

4US Constitution, Article I, Section 8.
5US Constitution, Article II, Section 2.

Fiscal and monetary policy

Geopolitics and foreign policy

global supply chains. For more, see our 3 September report
“The economic and investment implications of higher tariffs.

"

7. Can a US president withdraw from treaties and
alliances without the consent of Congress?

It's unclear. This question has arisen more frequently in the
wake of former President Trump’s admonition that North
Atlantic Treaty Organization (NATO) allies were not paying
their fair share of the alliance’s costs. The US Constitution
empowers the president to execute treaties with other na-
tions “provided two thirds of the Senators present concur”
but does not assign responsibility for the termination of
treaties.® The ambiguity led Congress to pass a statute in
2023 that expressly prohibits any president from withdraw-
ing from NATO or using funds appropriated by Congress for
that purpose unless two-thirds of the Senate concurs or
pursuant to an Act of Congress.® The legislation did not ad-
dress other treaties.

8. Does the president have the power to commit US
military forces without the consent of Congress?

This question often arises when regional disputes around
the world threaten to ensnare the US or its allies in a kinetic
conflict. While Congress has the unilateral power to declare
war and initiate hostilities against another nation, it has not
done so since 1942.7 The president is vested with plenary
authority over the disposition of military forces and the pres-
ervation of national security. The War Powers Resolution of
1973 imposes some conditions on the use of military force
by the president but subsequent chief executives from both

5Section 1250A, National Defense Authorization Act. See Scott R. Anderson, What Congress Has Done—and What it Still Needs to DO—to

Protect NATO, Lawfare. 22 March 2024.
7US Constitution, Article |, Section 8.
8US Constitution, Article I, Section 8.

9Chae Chan Ping v United States, 130 US 581 (1889) and Fong Yue Ting v United States, 149 US 698 (1893)

"9lmmigration and Nationality Act of 1952, Title 8, Section 1182 of the US Code.
"Kerry v Din, 576 US 86 (2015).

Election dynamics
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parties have claimed constitutional authority to deploy mili-
tary forces to deter threats to the US without reliance upon
congressional approval.

9. Is the US president empowered to order the
deportation of undocumented individuals?

The US Constitution endows Congress with the authority to
establish uniform rules by which individuals may become citi-
zens but is silent on the power to deport them.® However,
Supreme Court decisions have affirmed the right of Congress
to “exclude aliens from its territories” and concluded that the
right to expel or deport foreigners...is as absolute and un-
qualified as the right to prohibit and prevent their entrance
into the country.”®

In 1952, Congress enacted the Immigration and Nationality
Act over President Truman's veto. The Act conveyed to the
president the power to “suspend the entry” of any individual
who “would be detrimental to the interest of the United
States.”™® In a subsequent case, the Supreme Court concluded
that the federal government could deny an entry visa without
providing the applicant with a reason for the rejection.”

Former President Trump has pledged to engage in the “larg-
est deportation effort in American history.” The power of
the executive in areas associated with immigration is expan-
sive. However, there are numerous practical obstacles, not
the least of which is an insufficient number of immigration
agents, hearing officers, and detention facilities after years of
inadequate funding. Further litigation is likely.

ElectionWatch 2024 | 24 questions for the 2024 US elections | 7
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10. Which contests are likely to determine control of
the Senate and House of Representatives?

Regardless of which party controls the Senate and the
House in the 119th Congress, the margin is likely to be very
slim. In the Senate, the key races we are watching are those
in Montana, Ohio, Pennsylvania, Nevada, Arizona, Wiscon-
sin, and Michigan. Democrats are defending seats in these
states. Two seats currently held by Republicans, in Texas and
Florida, will be actively contested by both parties but the
GOP retains a polling advantage.

Democrats are optimistic about their chances to assume con-
trol of the House because Republicans occupy 17 districts won
by President Biden in 2020, while Democrats hold just five dis-
tricts won by former President Trump.'? House races tend to be
more idiosyncratic than those in the Senate, but voter turnout
for the presidential race will be an important factor. If either
Trump or Harris wins by a larger-than-expected margin, their
respective party will likely gain control of the House.

11. Has polling become less accurate in recent elections?
Public confidence in opinion polls has declined over the past
eight years. Donald Trump’s unexpected victory in 2016 and
Joe Biden'’s narrower-than-expected win in 2020 forced the
industry to reexamine its canvassing methods. According to
the American Association of Public Opinion Research, the
2020 polling errors were the highest in 40 years.” Polls con-
ducted exclusively by land lines have given way to a

2Jonathan Weisman, Battle for the House, New York Times, 24 August 2024.

Fiscal and monetary policy
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combination of online, mail, wireless communication, and
greater use of probability sampling.

It is worth noting that the accuracy of polls was greater in
the midterm elections in 2018 and 2022 than in recent presi-
dential contests, which suggests that the presence of Donald
Trump on the ballot might have a tangible impact on polling
accuracy. The ability of the former President to turn out vot-
ers at the polls who otherwise do not vote regularly or re-
spond to pollsters” inquiries may be the critical difference.

12. How secure are mailed ballots?

The practice of using the mail to record votes is not new; ac-
tive duty military members and the US diplomatic corps
have been voting by mail for decades. But it has certainly
become more commonplace. According to a study by the
Massachusetts Institute of Technology, 32% of all votes
across the nation in 2022 were submitted by mail."* Eight
states and the District of Columbia now conduct all elec-
tions exclusively by mail."™

State governments have taken steps to reduce the potential
for fraud by mailing ballots only to registered voters. Ballot
envelopes are barcoded and only one ballot per registered
voter is ever counted. Signature identification is used by a
majority of states to verify eligibility and stiff criminal penal-
ties are assessed for election interference. A study by the
Heritage Foundation identified only 15 instances of

Election dynamics

*American Association for Public Opinion Research, Task Force on 2020 Pre-Election Polling. See also Scott Keeter and Courtney Kennedy,
Key Things to know about the US Election polling in 2024, Pew Research Center, 28 August 2024.

“Massachusetts Institute of Technology, Election Data and Science Lab, 28 February 2024.

'sCalifornia, Colorado, Hawaii, Nevada, Oregon, Utah, Vermont, and the District of Columbia conduct elections my mail. Two others,
Nebraska and North Dakota, allow their counties to opt into voting exclusively by mail.

sAndy Sullivan, “Fraud is rare in US mail-in voting,” Reuters, 7 July 2020.
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15 out of 15.5 million

instances of attempted fraud were found on ballots
cast in Oregon between 1998 and 2020.

Ve

VA=

attempted fraud out of 15.5 million ballots cast in Oregon
between 1998 and 2020.'

The timely delivery of mailed ballots by the US Postal Service
(USPS) is critical. The National Association of State Election
Directors has urged the USPS to improve its delivery perfor-
mance in advance of this year’s election.

13. Does early voting affect election outcomes?

The opportunity to vote early in presidential elections is in-
creasing. Voters in 15 states will have the opportunity to

ElectionWatch 2024 | 24 questions for the 2024 US elections | 8
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begin doing so by October 10. However, the availability of
early voting as an option does not appear to have a signifi-
cant impact on outcomes. Prior to 2020, registered Republi-
cans opted to vote early more frequently than did Demo-
crats. Former President Trump's criticism of the practice may
have been a factor in changing the narrative; registered
Democrats voted early in greater numbers in 2020."”

14. Do third-party candidates affect the outcome of
presidential elections?

Third party candidates have had a pronounced impact on the
results of presidential elections in only a handful of instances.
Ross Perot garnered 18.9% of the popular vote in 1992, for

Fewer than 270 votes

acquired by any one candidate results in each state’s
delegation getting a single vote.

Fiscal and monetary policy

Geopolitics and foreign policy

example, which was the best result for a third-party candi-
date since Theodore Roosevelt 80 years earlier. While he did
not win any electoral votes, his presence may have been a
factor in Bill Clinton’s victory in the presidential election,
which Clinton won with only 43% of the popular vote (to
George H.W. Bush’s 37.4%). Eight years later, Ralph Nader’s
presence as an independent candidate may have cost Al
Gore the 2000 election. Nader received more than 97,000
votes in Florida, which George W. Bush won by only 537
votes. Nader received more than 22,000 votes in New Hamp-
shire, which Bush won by a little more than 7,000.

The withdrawal of Robert F. Kennedy, Jr. is noteworthy but
may not have the same impact as the foregoing examples.
He was draining support from both Biden and Trump prior
to the former’s withdrawal from the race. Harris" entry and
subsequent nomination may have contributed to deteriora-
tion in RFK Jr.’s poll numbers, which were halved in relatively
short order. Some of his remaining support may transfer to
former President Trump but it is by no means clear that this
will happen in large enough amounts to alter the dynamics
of the current race.

15. Why does the US have an Electoral College in lieu
of a popular vote for president?

The use of “electors” was the result of a political compromise
at the Constitutional Convention in 1787. Some delegates to
the Convention believed that either the Congress or state leg-
islatures should elect the president. Others preferred a popu-
lar vote. While northern and southern states had equivalent
populations, enslaved individuals made up about one third of
the population in southern states. As a result, a direct popu-
lar vote by white propertied males might have favored the

Matt Grossman, “How early voting is changing American elections,” Niskanen Center, Michigan State University, 30 November 2022.

'8The National Archives, 28 August 2024.

Election dynamics
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north. The compromise allowed three out of five slaves to be
counted toward the population of a given state, with a con-
sequent increase in the number of southern electors.

The origins of the Electoral College are ignominious, but it
has survived for a number of reasons. Those in support of its
retention argue that it encourages presidential candidates to
form a broader political coalition and increases the probabil-
ity that a candidate will pay closer attention to less populous
states and states with smaller urban populations.

16. What happens if no candidate gets 270

electoral votes?

If no candidate receives 270 votes, the presidential election
moves to the House of Representatives, where each state’s
delegation is allowed a single vote. The District of Columbia
does not vote in this instance. The state delegations must
choose from the three candidates who received the most
electoral votes for president. The Senate elects the vice presi-
dent from the two candidates who received the most elec-
toral votes. If the House fails to elect a president by Inaugu-
ration Day, the vice president-elect serves as acting president
until the deadlock is resolved.'

17. Could either candidate contest the presidential
election results?

Federal elections are managed by state governments, so the
process of disputing the results is defined by each state’s
own statutes. Some states require an automatic recount if
the result is close. Candidates are also free to contest the
outcome through litigation, which can take place in either
state court or the federal district court, depending upon the
plaintiff's argument.

ElectionWatch 2024 | 24 questions for the 2024 US elections | 9
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18. How has the US equity market performed in
presidential election years, and does party affiliation
of the US president matter?

Only two dozen presidential elections have been held since
1928, so there are too few data points to draw a statistically
defensible conclusion regarding the political impact of one
party or another’s victory on market behavior. Moreover, the
data referenced by pundits often rely on calendar-year per-
formance. This can be misleading because the incumbent ex-
ecutive occupied the presidency for the entire calendar year
in which the election occurred. While the result of any elec-
tion might have a temporary impact on equity market senti-
ment, a credible argument can be made that the incumbent
president bears as much responsibility, or more, as the newly
elected individual for market performance when a change of
administration occurs (see Fig. 2)."°

19. How do we expect the energy sector to perform
based on the election results?

Since 2018, the US energy industry has become focused on
capital discipline, which attempts to maximize returns on in-
vested capital and maintain a longer-term perspective on
commodity prices and capital spending. All of this has mod-
estly shifted how companies react to changes in short-term
commodity prices, different administrations, and regulations.
As a result, we do not expect a wide variation in energy
stock performance to either potential election outcome.

Looking at the specific election outcomes, a Red Sweep
would pose slightly lower legislative and regulatory risks to
the fossil fuel energy industry, which could see additional
consolidation and higher exports of natural gas. A Harris ad-
ministration would likely be neutral to slightly negative for

8UBS ElectionWatch, 2 February 2024.

Fiscal and monetary policy

Geopolitics and foreign policy

the fossil fuel energy industry given the potential for addi-
tional regulations. However, we expect a Harris administra-
tion would represent the status quo with respect to regula-
tory oversight of the energy industry. Some focus on
renewable energy will likely remain in either election out-
come and we are not expecting a repeal of the Inflation Re-
duction Act (IRA).

Keep in mind that oil markets appear slightly oversupplied
looking out to the beginning of 2025, and spare capacity
from OPEC+ nations is likely to keep the prospect of global
crude oil supply continuing to exceed demand as a key inves-
tor focus. Global oil demand has proven resilient, though
Chinese demand has been modestly weaker than expected.

20. How do we expect the financial sector to perform
based on the election results?

We expect that a Trump administration would be positive for
the financial services industry while a Harris administration
would likely be neutral to negative.

In our view, there are three main election risk factors for US
financials, namely: legislative risk, regulatory risk, and head-
line risk. While there could be some targeted bills in areas like
Government Sponsored Enterprise reform, we believe legisla-
tive risk remains modest given the wide-ranging scope of the
2010 Dodd-Frank Act. It also seems likely that the currently
high degree of headline risk will not change much—espe-
cially under a divided Congress scenario. Accordingly, in our
opinion, the main risk consideration based on the election re-
sults is regulatory risk as any new administration would likely
nominate new heads of the various regulatory agencies that
oversee the financial services sector. We believe a Trump

Election dynamics

Investment considerations Additional resources

Figure 2

Returns are similar regardless of the winning party
Average S&P 500 total returns, excluding 2008

Performance Performance
Presidenial with Republican  with Democrat
election years elected elected
1928-2020 15.3% 12.3%
1948-2020 12.4% 13.9%
1960-2020 12.4% 15.1%

Source: Bloomberg, UBS

administration would likely nominate regulatory heads who
are less likely to interpret existing (or impose new) regulations
that add to sector compliance and capital costs.

Personnel is policy. New regulatory heads at the Fed, FDIC,
OCC, CFPB and other agencies could hold fewer negative
views about the financial sector’s role in the broader US
economy. This could involve a lighter-touch supervisory re-
gime and fewer regulatory orders and penalties. Accordingly,
the overall regulatory burden including the cost of compli-
ance and balance sheet requirements for liquidity and capital
could be eased somewhat. Also, we believe the Consumer Fi-
nance Protection Bureau could be more restrained under a
new administration, potentially lowering the risk of fines and
costly corrective measures. Finally, new regulatory leadership
could lessen or even reverse the anti-consolidation pressures
that have emerged in recent years. In particular, we believe
the significant excess capacity in banking (with over 4.300
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chartered US banks) could lead to more strategic as well as
scale-driven consolidation of smaller and mid-sized US banks.

21. How do we expect the tech sector to perform
based on the election results?

The chip industry has been the center of geopolitical tensions
between mainland China and the US for a number of years
and for good reason: semiconductors are the foundational
technology that drives global economic development with
significant implications for cybersecurity and national defense.

No matter the election outcome, we expect export restric-
tions on semiconductor technology to continue, ranging
from semiconductor manufacturing to finished chips. In our
view, this is the one technology issue that has bipartisan and
bicameral support. We see the potential for further action on
shipments of manufacturing tools into mainland China, along
with a strong probability of further limits on the shipments
of advanced semiconductors, with the potential for efforts to
cut off “gray market” supply that has circumvented US rules.

This further tightening of semiconductor policy, along with
the potential for increased tariffs under a Trump Administra-
tion, could have knock-on effects. China may promote a pol-
icy that encourages domestic brands in hardware to the det-
riment of US companies. Additionally, tariffs could have a
dampening effect on demand as any increase in tariffs would
likely be passed on to final consumers given the thin margins
in most hardware companies.

The expected ultimate impact of enhanced technology re-
strictions would be partially offset by shifting production. We
have already seen an increase in semiconductor fab
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construction outside of the Southeast Asia region, and this
could accelerate. At the same time, the global hardware sup-
ply chain would likely rebalance production to areas not sub-
ject to tariffs. While the financial impact is likely manageable,
we believe that the semiconductor and hardware industries
could see increased volatility.

22. 1s tax policy likely to change after the election?

Yes. Congress will need to address the expiring provisions of
the Tax Cuts and Jobs Act in 2025. Former President Trump is
adamant that the expiring personal tax cuts be made perma-
nent. He also has expressed support for a lower corporate
tax rate and a lower payroll tax rate. Vice president Harris has
argued that tax cuts be made permanent only for those
Americans earning less than USD 400,000 per year. She also
has expressed support for a higher corporate tax rate.

The ability of the two candidates to enact these policies will
depend upon the composition of the next Congress. In a Red
Sweep, where the GOP controls both chambers, the tax cuts
are highly likely to be made permanent. In a Blue Sweep,
where Democrats control the flow of legislation, we expect
personal and corporate taxes rates to increase. An expanded
child tax credit and a permanent earned income tax credit are
also likely. The scenarios become more complicated if the Con-
gress is divided. In that case, we believe Democrats will hold a
slight edge in tax bill negotiations because a failure to take any
action will trigger a reversion to higher tax rates in 2026.

23. What is the outlook for the US dollar under various
election outcomes?

The dollar faces a mixed outlook under the different macro-
economic reactions to the election outcomes. Increased
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taxes on higher-income households in a Harris presidency, as
well as a potential nudge higher to the corporate tax rate,
represent a modest negative for economic growth. To the
extent this is disinflationary and leads to somewhat larger
Fed rate cuts, this would be a slightly negative for the dollar.
Under a second Trump administration we would have a
range of offsetting macro policies. An extension of the per-
sonal tax cuts and a cut to corporate taxes would prove posi-
tive for the economy. Along with strict immigration policies
and higher tariffs, inflationary pressures would likely in-
crease, resulting in fewer Fed rate cuts. While a Trump ad-
ministration and especially a Red Sweep could be positive for
the dollar, at least initially, higher deficits and trade tensions
could eventually undermine the dollar.

24. If | am worried about the market reaction to an
election outcome, how do | protect my portfolio?

We are obliged to remind our readers that portfolio manage-
ment is best treated as an apolitical exercise. A well-con-
structed portfolio management plan will be able to with-
stand the market volatility following the results of a close
election, and a reduction in equity exposure in the wake of a
disappointing election outcome is likely to be counterproduc
tive over the longer term. With that important caveat, an in-
vestor eager to protect a portfolio from short-term fluctua-
tions in value can pursue an option strategy that locks in
gains now or limits the magnitude of a potential loss. Struc-
tured notes are another alternative, which can preserve exist-
ing gains in return for a willingness to forego future growth
for some period. Gold can be an effective hedge against
concerns over geopolitical polarization, the US fiscal deficit,
or a weaker US dollar. In all instances, clients should consult
their financial and tax advisors.
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Disclaimer

UBS Chief Investment Office’s (“CIO") investment views are prepared and published by the
Global Wealth Management business of UBS Switzerland AG (regulated by FINMA in Switzer-
land) or its affiliates ("UBS"), part of UBS Group AG (“UBS Group”). UBS Group includes former
Credit Suisse AG, its subsidiaries, branches and affiliates. Additional disclaimer relevant to Credit
Suisse Wealth Management follows at the end of this section.

The investment views have been prepared in accordance with legal requirements designed to
promote the independence of investment research.

Generic investment research - Risk information:

This publication is for your information only and is not intended as an offer, or a solicitation
of an offer, to buy or sell any investment or other specific product. The analysis contained herein
does not constitute a personal recommendation or take into account the particular investment
objectives, investment strategies, financial situation and needs of any specific recipient. It is
based on numerous assumptions. Different assumptions could result in materially different
results. Certain services and products are subject to legal restrictions and cannot be offered
worldwide on an unrestricted basis and/or may not be eligible for sale to all investors. All infor-
mation and opinions expressed in this document were obtained from sources believed to be
reliable and in good faith, but no representation or warranty, express or implied, is made as to its
accuracy or completeness (other than disclosures relating to UBS). All information and opinions
as well as any forecasts, estimates and market prices indicated are current as of the date of this
report, and are subject to change without notice. Opinions expressed herein may differ or be
contrary to those expressed by other business areas or divisions of UBS as a result of using differ-
ent assumptions and/or criteria.

In no circumstances may this document or any of the information (including any forecast, value,
index or other calculated amount (“Values”)) be used for any of the following purposes (i) valu-
ation or accounting purposes; (ii) to determine the amounts due or payable, the price or the
value of any financial instrument or financial contract; or (iii) to measure the performance of any
financial instrument including, without limitation, for the purpose of tracking the return or per-
formance of any Value or of defining the asset allocation of portfolio or of computing perfor-
mance fees. By receiving this document and the information you will be deemed to represent
and warrant to UBS that you will not use this document or otherwise rely on any of the informa-
tion for any of the above purposes. UBS and any of its directors or employees may be entitled at
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any time to hold long or short positions in investment instruments referred to herein, carry out
transactions involving relevant investment instruments in the capacity of principal or agent, or
provide any other services or have officers, who serve as directors, either to/for the issuer, the
investment instrument itself or to/for any company commercially or financially affiliated to such
issuers. At any time, investment decisions (including whether to buy, sell or hold securities) made
by UBS and its employees may differ from or be contrary to the opinions expressed in UBS
research publications. Some investments may not be readily realizable since the market in the
securities is illiquid and therefore valuing the investment and identifying the risk to which you are
exposed may be difficult to quantify. UBS relies on information barriers to control the flow of
information contained in one or more areas within UBS, into other areas, units, divisions or affil-
iates of UBS. Futures and options trading is not suitable for every investor as there is a substantial
risk of loss, and losses in excess of an initial investment may occur. Past performance of an invest-
ment is no guarantee for its future performance. Additional information will be made available
upon request. Some investments may be subject to sudden and large falls in value and on reali-
zation you may receive back less than you invested or may be required to pay more. Changes in
foreign exchange rates may have an adverse effect on the price, value or income of an invest-
ment. The analyst(s) responsible for the preparation of this report may interact with trading desk
personnel, sales personnel and other constituencies for the purpose of gathering, synthesizing
and interpreting market information.

Different areas, groups, and personnel within UBS Group may produce and distribute separate
research products independently of each other. For example, research publications from CIO
are produced by UBS Global Wealth Management. UBS Global Research is produced by UBS
Investment Bank. Research methodologies and rating systems of each separate research
organization may differ, for example, in terms of investment recommendations, investment
horizon, model assumptions, and valuation methods. As a consequence, except for certain eco-
nomic forecasts (for which UBS CIO and UBS Global Research may collaborate), investment rec-
ommendations, ratings, price targets, and valuations provided by each of the separate research
organizations may be different, or inconsistent. You should refer to each relevant research prod-
uct for the details as to their methodologies and rating system. Not all clients may have access to
all products from every organization. Each research product is subject to the policies and proce-
dures of the organization that produces it.

The compensation of the analyst(s) who prepared this report is determined exclusively by research

management and senior management (not including investment banking). Analyst compensa-
tion is not based on investment banking, sales and trading or principal trading revenues,
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however, compensation may relate to the revenues of UBS Group as a whole, of which invest-
ment banking, sales and trading and principal trading are a part.

Tax treatment depends on the individual circumstances and may be subject to change in the
future. UBS does not provide legal or tax advice and makes no representations as to the tax
treatment of assets or the investment returns thereon both in general or with reference to spe-
cific client’s circumstances and needs. We are of necessity unable to take into account the par-
ticular investment objectives, financial situation and needs of our individual clients and we would
recommend that you take financial and/or tax advice as to the implications (including tax) of
investing in any of the products mentioned herein.

This material may not be reproduced or copies circulated without prior authority of UBS. Unless
otherwise agreed in writing UBS expressly prohibits the distribution and transfer of this material
to third parties for any reason. UBS accepts no liability whatsoever for any claims or lawsuits from
any third parties arising from the use or distribution of this material. This report is for distribution
only under such circumstances as may be permitted by applicable law. For information on the
ways in which CIO manages conflicts and maintains independence of its investment views and
publication offering, and research and rating methodologies, please visit www.ubs.com/
research-methodology. Additional information on the relevant authors of this publication and
other CIO publication(s) referenced in this report; and copies of any past reports on this topic; are
available upon request from your client advisor.

Important Information About Sustainable Investing Strategies: Sustainable investing
strategies aim to consider and incorporate environmental, social and governance (ESG) factors
into investment process and portfolio construction. Strategies across geographies approach ESG
analysis and incorporate the findings in a variety of ways. Incorporating ESG factors or Sustaina-
ble Investing considerations may inhibit UBS’s ability to participate in or to advise on certain
investment opportunities that otherwise would be consistent with the Client’s investment objec-
tives. The returns on a portfolio incorporating ESG factors or Sustainable Investing considerations
may be lower or higher than portfolios where ESG factors, exclusions, or other sustainability
issues are not considered by UBS, and the investment opportunities available to such portfolios
may differ.

External Asset Managers / External Financial Consultants: In case this research or publica-
tion is provided to an External Asset Manager or an External Financial Consultant, UBS expressly
prohibits that it is redistributed by the External Asset Manager or the External Financial Consult-
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ant and is made available to their clients and/or third parties.

USA: Distributed to US persons only by UBS Financial Services Inc. or UBS Securities LLC, subsid-
iaries of UBS AG. UBS Switzerland AG, UBS Europe SE, UBS Bank, S.A., UBS Brasil Administra-
dora de Valores Mobiliarios Ltda, UBS Asesores Mexico, S.A. de C.V., UBS SuMi TRUST Wealth
Management Co., Ltd., UBS Wealth Management Israel Ltd and UBS Menkul Degerler AS are
affiliates of UBS AG. UBS Financial Services Inc. accepts responsibility for the content of a
report prepared by a non-US affiliate when it distributes reports to US persons. All
transactions by a US person in the securities mentioned in this report should be effected
through a US-registered broker dealer affiliated with UBS, and not through a non-US
affiliate. The contents of this report have not been and will not be approved by any
securities or investment authority in the United States or elsewhere. UBS Financial Ser-
vices Inc. is not acting as a municipal advisor to any municipal entity or obligated per-
son within the meaning of Section 15B of the Securities Exchange Act (the “Municipal
Advisor Rule”) and the opinions or views contained herein are not intended to be, and
do not constitute, advice within the meaning of the Municipal Advisor Rule.

For country information, please visit ubs.com/cio-country-disclaimer-gr or ask your client advisor
for the full disclaimer.

Additional Disclaimer relevant to Credit Suisse Wealth Management

You receive this document in your capacity as a client of Credit Suisse Wealth Management. Your
personal data will be processed in accordance with the Credit Suisse privacy statement accessible
at your domicile through the official Credit Suisse website https://www.credit-suisse.com. In
order to provide you with marketing materials concerning our products and services, UBS Group
AG and its subsidiaries may process your basic personal data (i.e. contact details such as name,
e-mail address) until you notify us that you no longer wish to receive them. You can optout from
receiving these materials at any time by informing your Relationship Manager.

Except as otherwise specified herein and/or depending on the local Credit Suisse entity from
which you are receiving this report, this report is distributed by UBS Switzerland AG, authorised
and regulated by the Swiss Financial Market Supervisory Authority (FINMA).
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