
 

 

 One week ahead of the presidential 

elections, there is a growing chance of 

a Democratic sweep. 

 Investors seem to have priced in the 

potential for more stimulus if 

Democrats take over. 

 However, Democrats have indicated 

that they are more likely to impose 

national lockdowns.  

 This comes as the US sees new 

records in Covid-19 cases, as flu 

season and winter advance. 

 The FAB AAC remains slightly 

underweight in equities, and 

overweight in IG bonds and gold  

 

Markets have for weeks seemingly priced 

in the possibility of a Democratic sweep, a 

situation in which the party takes the 

Senate and the White House from the 

Republicans. The US Treasury curve has 

steepened and cyclical stocks have rallied, 

perhaps reflecting expectations of large 

stimulus bills in the coming months, 

something the campaign of former Vice-

President Joe Biden has promised.  

However, as new Covid-19 cases hit 

records in the US and across the Northern 

Hemisphere, investors may have started 

to be reminded of the Democratic stance 

on how to respond to the spread of the 

virus. States run by Democrats adopted 

much tougher lockdown measures in April 

and May, deferring to scientific models 

which at the time predicted continued 

exponential growth in infections. Many of 

those predictions have failed to materialize 

for various reasons, but Democrats have 

continued to advocate tougher social 

distancing measures to curb with the virus. 

This track record suggests that if the 

Democrats win the election, there is the 

possibility of a national lockdown, 

something that President Donald Trump 

deliberately avoided, despite criticism from 

some. It also could mean a slower 

timetable for rolling out a vaccine, as 

former Vice-President Joe Biden has 

indicated he would defer to the scientific 

opinion and focus on the safety of the 

treatment instead of speed. 

It is, naturally, perilous to speculate on 

what the Democrats might do once in 

power. While it may have favoured their 

agenda to criticize President Trump’s 

policies, they may find themselves 

compelled to follow a similar path, even if 

they paint it in different colours.  

President Barack Obama offers a recent 

example. While he was very vocal against 

President George W. Bush’s position on 

the Middle East, once in power, he 

continued with many of the policies of the 

previous administration.  

Still, it makes sense to start pricing in a 

higher probability of more stringent 

national measures being imposed on 

Americans if President Joe Biden takes 

office. These would not be implemented at 

least until he comes into the White House 

in January, but even then, in the middle of 

winter, such policies could cause serious 

damage to the US’s nascent recovery.  

Using the impact of the April lockdowns as 

a yardstick, the US could go back into a 

deep recession. That would probably deal 

a blow to cyclical stocks and commodities, 

increase the value of some technology 

names and flatten the US Treasury curve, 

as investors consider the possibility of 

higher unemployment for longer. With a 

week to go before the election, it is time to 

start weighing the potential outcomes.  

Maybe investors are starting to realize that the US could be shut 
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Polls suggest Joe Biden has a 

good chance of winning, but 

the outcome is still uncertain 
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For inquiries related to this article, please contact:   
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Disclaimer: This report has been prepared and issued by Products & Services - Elite & Private Banking (“P&S-EPB”) of First Abu Dhabi Bank PJSC 
(“FAB”) outlining particular services provided by P&S-EPB. This report is for general informational purposes and does not constitute or form part of any offer 
or invitation to sell, or any solicitation of any offer to purchase or subscribe for, any shares in FAB or otherwise or a recommendation for a particular person 
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we have relied upon and assumed, without independent verification, the accuracy and completeness of all the information available from public sources or 
which was otherwise reviewed by us. FAB PJSC makes no representation or warranty, expressed or implied, as to the accuracy, t imeliness or complete-
ness of the information in this report. FAB PJSC shall have no liability to the Customer or to third parties for the quality, accuracy, timeliness, continued 
availability or completeness of any data or calculations contained and/or referred to in this report nor for any special, direct, indirect, incidental or conse-
quential loss or damage which may be sustained because of the use of the information contained and/or referred to in this report or otherwise arising in 
connection with the information contained and/or referred to in this report, provided that this exclusion of liability shall not exclude or limit any liability under 
any law or regulation applicable to FAB PJSC that may not be excluded or restricted. 
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market or other factors. The information contained in this report does not purport to contain all matters relevant to any particular investment or financial 
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not be construed as limitations of the maximum possible loss or gain. Data included in this report may not take into account all potentially significant factors, 
such as market risk, liquidity risk and credit risk. Undue reliance should not be placed on forward looking statements in making an invewstment decision. 
In addition, our analysis are not and do not purport to be appraisals of the assets, stock or business of the recipient and has been prepared without taking 
into account the objectives, financial situation or needs of particular person. Even when this presentation contains a kind of appraisal, it should be consid-
ered preliminary, suitable only for the purpose described herein and not be disclosed or otherwise used without the prior written consent of P&S-EPB. FAB 
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this report. This document does not purport to set out any advice, recommendation or representation on the suitability of any investment, transaction or 
product (as referred to in this document or otherwise), for potential purchasers. In receiving this report, the client is fully aware that there are risks associat-
ed with investment activities. Potential purchasers should determine for themselves the relevance of the information contained in this document and the 
decision to purchase any investment contained herein should be based on such investigation and analysis as they themselves deem necessary. Before 
entering into any transaction potential purchasers should obtain the investment offering materials, which include a description of the riks, fees and expenses 
and ensure that they fully understand the potential risks and rewards of that transaction (including, without limitation, all financial, legal, regulatory, tax and 
accounting consequences of entering into the transaction and an understanding as to how the transaction will perform under changing conditions) and that 
they independently determine that the transaction is appropriate for them given their objectives, experience, financial and operational resources and other 
relevant circumstances. Potential purchasers should consider consulting with such advisers and experts as they deem necessary to assist them in making 
these determinations.  
FAB is acting solely in the capacity of a potential arm’s-length contractual counterparty and not as a financial adviser or fiduciary in any transaction unless 
we have otherwise expressly agreed so to act in writing. FAB does not provide any accounting, tax, regulatory or legal advice. FAB is licensed by the Cen-
tral Bank of the UAE.  
London: FAB London Branch is Authorized by the Prudential Regulation Authority. Subject to regulation by the Financial Conduct Author ity and 
limited regulation by the Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available from 
FAB London branch on request. Registered in England & Wales: Company No: FC009142: VAT No: GB245 3301 91.  
Paris: FAB Paris Branch is licensed by the French Prudential Control Authority as a credit institution. FAB Paris is registered in F rance under 
the company number: RCS Paris B 314 939 547.  
Switzerland: This publication is for informational purposes only and is not intended as an offer, or a solicitation of an offer, to buy or  sell any 
investment or other specific product. Certain services and products are subject to legal restrictions and cannot be offered worldwide on an unrestricted ba-
sis and/or may not be eligible for sale to all investors. This report is for distribution only under such circumstances as may be permitted by applicable law. 
All information and opinions expressed in this document were obtained from sources believed to be reliable and in good faith, but no representation or war-
ranty, express or implied, is made as to its accuracy or completeness. All information and opinions as well as any prices indicated are currently as of the 
date of this report, and are subject to change without notice. The analysis contained herein is based on numerous assumptions. Different assumptions 
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of an investment. First Abu Dhabi Bank PJSC and/or FAB Private Bank (Suisse) SA expressly prohibit the distribution and transfer of this document to third 
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