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2020 US election: staying
patient as the vote unfolds

Markets | 4 November 2020

There is an established process for concluding the US election, but markets may
be volatile along the way

After a long night of election news, we still do not know the results of the 2020 election, with the
unprecedented healthcare backdrop creating unusual circumstances in counting votes. Should
investors be alarmed?

“While this isn’t ideal, it's not unprecedented,” says Columbia Threadneedle CIO, Colin Moore.
“It is not unusual to not have all votes counted on election eve, but this year is especially
challenging because of the large number of mail-in and absentee ballots. The difference in
voting preference between mail-infabsentee (leaning Democrat) and in-person (leaning
Republican) is quite dramatic and complicates predicting the outcome in a few states regardless
of current tallies. So, in the short term we need to be patient while the counting process
continues. However, if we end in a stalemate, we have constitutional backstops that address
inconclusive results.” Indeed, Federal law requires that we have a president on Inauguration
Day, which should give investors some degree of comfort in what is likely to be a volatile period.

For now, state election boards are continuing to count votes (Figure 1). By 8 December the
states must certify how they will vote in the electoral college, and on 14 December state electors
will cast their electoral college ballots.

Figure 1: Post-election timeline
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Nevertheless, a spike in volatility would not be surprising, particularly as investors analyse
strident rhetoric, the timeline for resolution and the impact of judicial challenges along the way. “It
is important to distinguish between challenges to vote counts generally and an outright refusal to
hand over power or accept defeat,” says Moore. “If it turns out that Joe Biden has won the vote,
we believe the Republican leadership understands that the reputation of the US would be
irreparably damaged if there was not an orderly and peaceful presidential transition.”

Beyond the presidential race, the outcome in the Senate is also important for both candidates in
terms of being able to implement their agendas. Several Senate races remain undecided, but the
Republicans appear to have retained some of the most keenly contested seats. While not yet
certain, it appears there is a greater possibility of split control of Congress regardless of the
outcome of the presidential race. However, the role of the eventual vice president in tied Senate
votes will be very important.

The US has seen divided government frequently, which has had the impact of limiting some of
the more extreme proposals for change over that time. For some this check on power is the
preferable outcome, but given the need for additional fiscal measures to address the economic
damage caused by the ongoing pandemic, an ability to work together in the coming months is
essential. “Mitigating the impact of Covid-19 is much more significant for the US and global
economy than the outcome of the US election,” says Moore.

Summary

So, what should investors do in this period of electoral uncertainty? Stay focused on long-term
goals and avoid emotional decisions. In the long run, changes in presidential administrations
rarely lead to material fundamental changes in how the US economy works, especially if
Congress is divided. Consequently, the basic economic tenets upon which the financial markets
rely are unlikely to change. Staying focused on long-term goals remains the best course of
action.
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Important Information:

For use by Professional and/or Qualified Investors only (not to be used with or passed on to retail
clients). This document is intended for informational purposes only and should not be considered
representative of any particular investment. This should not be considered an offer or solicitation to buy or sell
any securities or other financial instruments, or to provide investment advice or services. Investing involves
risk including the risk of loss of principal. Your capital is at risk. Market risk may affect a single issuer,
sector of the economy, industry or the market as a whole. The value of investments is not guaranteed, and
therefore an investor may not get back the amount invested. International investing involves certain risks and
volatility due to potential political, economic or currency fluctuations and different financial and accounting
standards. The securities included herein are for illustrative purposes only, subject to change and
should not be construed as a recommendation to buy or sell. Securities discussed may or may not
prove profitable. The views expressed are as of the date given, may change as market or other conditions
change and may differ from views expressed by other Columbia Threadneedle Investments (Columbia
Threadneedle) associates or affiliates. Actual investments or investment decisions made by Columbia
Threadneedle and its affiliates, whether for its own account or on behalf of clients, may not necessarily reflect
the views expressed. This information is not intended to provide investment advice and does not take into
consideration individual investor circumstances. Investment decisions should always be made based on an
investor’s specific financial needs, objectives, goals, time horizon and risk tolerance. Asset classes described
may not be suitable for all investors. Past performance does not guarantee future results, and no forecast
should be considered a guarantee either. Information and opinions provided by third parties have been
obtained from sources believed to be reliable, but accuracy and completeness cannot be guaranteed. This
document and its contents have not been reviewed by any regulatory authority.

In Australia: Issued by Threadneedle Investments Singapore (Pte.) Limited [“TIS”], ARBN 600 027 414. TIS
is exempt from the requirement to hold an Australian financial services licence under the Corporations Act and
relies on Class Order 03/1102 in marketing and providing financial services to Australian wholesale clients as
defined in Section 761G of the Corporations Act 2001. TIS is regulated in Singapore (Registration nhumber:
201101559W) by the Monetary Authority of Singapore under the Securities and Futures Act (Chapter 289),
which differ from Australian laws.

In Singapore: Issued by Threadneedle Investments Singapore (Pte.) Limited, 3 Killiney Road, #07-07,
Winsland House 1, Singapore 239519, which is regulated in Singapore by the Monetary Authority of Singapore
under the Securities and Futures Act (Chapter 289). Registration number: 201101559W. This document has
not been reviewed by the Monetary Authority of Singapore.

In Hong Kong: Issued by Threadneedle Portfolio Services Hong Kong Limited XF|{¥ & EBEEHEAF.
Unit 3004, Two Exchange Square, 8 Connaught Place, Hong Kong, which is licensed by the Securities and
Futures Commission (“SFC”) to conduct Type 1 regulated activities (CE:AQA779). Registered in Hong Kong
under the ce (Chapter 622), No. 1173058.

In EMEA: Issued by Threadneedle Asset Management Limited. Registered in England and Wales,
Registered No. 573204, Cannon Place, 78 Cannon Street, London EC4N 6AG, United Kingdom. Authorised
and regulated in the UK by the Financial Conduct Authority. This document is distributed by Columbia
Threadneedle Investments (ME) Limited, which is regulated by the Dubai Financial Services Authority
(DFSA). For Distributors: This document is intended to provide distributors’ with information about Group
products and services and is not for further distribution. For Institutional Clients: The information in this
document is not intended as financial advice and is only intended for persons with appropriate investment
knowledge and who meet the regulatory criteria to be classified as a Professional Client or Market
Counterparties and no other Person should act upon it.

Columbia Threadneedle Investments is the global brand name of the Columbia and Threadneedle
group of companies.
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