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FUNDHOUSE UPDATE  
TRUMP TRUMPS CLINTON 

 
 
The election results came as a surprise to most market participants, perhaps most of all to the Clinton and Trump 
campaign administrations themselves. Nonetheless, with 276 electoral votes at time of writing, Trump has more 
than the required 270 electoral votes to secure the presidency. Clinton was lagging with 218 electoral votes. The US 
voting system assigns electoral votes to states based on their share of the US population. If a candidate wins the 
state, they win all the electoral votes assigned to that state, even if no candidate has an outright majority. However, 
Trump is trailing in the popular vote (actual number of votes), albeit by a smaller margin. 
 
We wrote a commentary earlier this year on the rise of populism and protectionism currently spreading throughout 
the US and Europe. For much of the past ten years, the developed world has been plagued by slow growth, 
underemployment and policy makers running out of ammunition to stage a turnaround. Politicians, like Trump, 
calling for protection of local jobs and industries at the expense of globalism have grown in popularity in the more 
marginalised communities. Like the “Brexit” vote, where “leave” voters were overwhelmingly older and rural voters, 
Trump secured support from rural communities and the old industrial states, which have been particularly hard hit 
by jobs moving offshore. This is illustrated below by the breakdown of the vote at county level. Alternatively, Clinton 
did well in the large, diverse metros along the West Coast and in the Northeast of the country.  
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Equities and currencies reacted quite strongly to the unexpected results, before rationalising somewhat as the 
market digested the news. Earlier losses caused by the knee-jerk sell-off were largely reversed at time of writing.  US 
bond yields have remained weaker, an indicator of expected higher future inflation in the US or possibly an elevated 
country risk premium due to the new Trump administration and its unfamiliar economic policies.  
 
The largest casualty so far is Mexico. As a smaller emerging market neighbor to the US, they are most dependent on 
cross-border trade to support their economy. With Trump’s electioneering specifically targeting Mexico and its 
imported labour market, their currency sold off heavily.   
 
What is more important to consider is the long-term impact of a Trump presidency. Although his campaign was 
mired by policy uncertainty, Trump hinted towards cancelling trade deals, protecting industries, closing borders, 
building walls and deporting immigrants. It is important to separate political rhetoric from policy that is practically 
implementable. The US has strong institutions in place that won’t or can’t allow radical policy changes through the 
system without facing opposition. Currently, both the Senate and House of Representatives are under Republican 
control. Although this reduces opposition to Republican legislation being pushed through, Trump can’t simply cancel 
a trade deal or build a wall.  
 
Nevertheless, the US does appear to be becoming more isolationist and protectionist, or at least being open to it, 
and this change will have impacts on markets worldwide. 
 
Firstly, to support US industry, tariffs and quotas could be added on products imported to the US. This reduces trade 
between countries, which has an adverse impact on demand for goods. Less demand for goods slows economic 
growth. It is worthwhile to consider that affected countries usually respond to protectionism by becoming more 
protectionist themselves, exacerbating the problem. Global equity markets are already at higher valuations, so any 
changes to company earnings projections will impact equity markets. We will generally see less support for asset 
class values at current levels should global growth slow due to a more restrictive trading environment. 
 
Emerging markets selling raw materials and lower value consumer goods to the US will suddenly be exposed to stiffer 
competition from government supported US companies. As the overall cost of trade increases, emerging markets 
will likely see inflationary pressures from the rising cost of imports. There is also the chance of a fiscal stimulus in 
infrastructure spending to “make America great again”, which should provide some support for commodity 
exporters. 
 
Slower global growth, especially in Europe and the US, may see rate hiking cycles postponed for longer at the current 
low levels – similar to what we experienced with the Brexit vote. The subsequent search for yield in riskier emerging 
markets could support emerging market currencies over the medium term. Short term uncertainty over Trump’s 
policies would probably put pressure on emerging currencies as investors seek safety in developed markets or gold. 
 
Overall, your portfolios are defensively positioned with less exposure to equities and property and more exposure 
to cash. Defensive, contrarian fund managers have been selected to protect the portfolios given high valuations and 
uncertain markets. Portfolios are also slightly over exposed to diversified offshore assets, which would serve to 
protect the portfolios from currency devaluation in emerging markets over the short term as investors look for 
safety. 
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