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2020 Election Preview:
Focus on the Sector Impacts
Election uncertainty is high, with polls in
question after 2016 and prediction
markets recently near even odds, but we
believe lack of a strong consensus reduces
the risk of a market-dislocating surprise.
Thus, we are focused on potential sector
impacts of various election scenarios.
TOO CLOSE TO CALL
•
•

•

Polls show Biden with a seven-point lead over Trump (49.9%
vs. 42.9% 1), but polls proved unreliable in 2016.
Prediction markets have shown Presidential election odds at
essentially 50/50 as recently as Sept. 2nd, though Biden has
since pulled back ahead by about 53% vs. 47%. 2
There is an abnormal risk of delayed or contested results, but,
in our view, any related market disruption should be temporary.

BROAD MARKET IMPACT COULD BE LIMITED
Given current market expectations, a Democratic sweep or gridlock
would not be a major surprise and, thus, should be less likely to
cause a sharp shift in market direction in our view (i.e. these
scenarios are likely somewhat “priced into markets” already).
•
A key investor worry, Biden’s tax plan, would require a
Democratic sweep (est. at about 50% probability 3) and, in
our view, its impact on earnings should be less than feared
o We estimate raising the corporate tax rate to 28% should
only have a roughly -7% impact on 2021 S&P 500 EPS
o Expanded fiscal stimulus and a likely delay in passing or
implementing tax reforms amid the COVID crisis should
partly offset expected impacts of higher corporate taxes.
•
Split government is the second-most likely scenario (est.
about 34% probability 4), but also carries the least legislative
and regulatory risk for markets, in our view, due to gridlock.
•
A Republican sweep, which we view as very unlikely (est.
about 16% prob. 5), could be seen as an economic positive by
investors in the near-term, much as the GOP’s 2016 win was.

CONSIDERATION OF SECTOR IMPACTS
•

•

•

More economically-sensitive sectors could receive a temporary
performance boost from a Republican sweep, like in 2016, as
that might avert some perceived tax and regulatory risks.
Less economically-sensitive sectors, conversely, might
temporarily benefit on a relative basis from a Democratic
sweep, amid fears of a less business-friendly political agenda.
Sectors across the spectrum of economic sensitivity, however,
face more nuanced opportunities and risks, depending on the
election outcome – we highlight some key potential impacts
based on our analysis in the exhibit below:

Select Election Opportunities and Risks by Sector
Health Care: Democratic sweep likely a net positive
+ Medicare expansion could increase covered patient population
- We would expect increased, but targeted, government control
on pharmaceutical pricing
+ Greater certainty around regulatory framework could benefit
valuations, even if policies are suboptimal
Industrials: We see near-term positives in all election outcomes
+ Could benefit from increased infrastructure spending in a
Democratic sweep or as a rare area of bipartisan cooperation
in a split government scenario
+ Likely one of the greater short-term beneficiaries of possible
economic optimism if there is a Republican sweep
Info. Tech. and Comm. Services: Sweep by either party has risk
- Democratic tax plan could negatively impact international profits
- Both parties have problems with major Tech firms, but their
concerns and solutions don’t match so a sweep could increase
risks of break-ups and/or more regulation of big tech platforms
Energy:
± Democratic sweep could see significant reduction in fracking
and other oil and gas exploration ( - for output / + for oil prices)
Utilities: Democratic sweep is primary risk
- Utilities earnings would likely be among the most directly
impacted by a corporate tax rate increase by Democrats
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Disclosures

WestEnd Advisors is an SEC-registered investment advisor.
Registration of an investment adviser does not imply any level
of skill or training. The firm is an independent investment
management firm, 100% owned by its active principals.
WestEnd manages equity securities for individuals and
institutional clients.
This report should not be relied upon as investment advice or
recommendations, and is not intended to predict the
performance of any investment. These opinions may change
at any time without prior notice. All investments carry a
certain degree of risk including the possible loss of principal,
and an investment should be made with an understanding of
the risks involved with owning a particular security or asset
class. Portfolio characteristics and/or allocations are
generally averages and are for illustrative purposes only and
do not reflect the investments of an actual portfolio unless
otherwise noted. Portfolios that are concentrated in a
specific sector or industry may be subject to a higher degree
of market risk than a portfolio whose investments are more
diversified. While every effort has been made to verify the

information contained herein, we make no representation as
Q1 2019
to its accuracy.
Holdings, Sector Weightings, and Portfolio Characteristics
were current as of the date specified in this presentation. The
listing of particular securities should not be considered a
recommendation to purchase or sell these securities. While
these securities were among WestEnd Advisors’ holdings at
the time this material was assembled, holdings will change
over time. There can be no assurance that the securities
remain in the portfolio or that other securities have not been
purchased. It should not be assumed that recommendations
made in the future will be profitable or will equal the
performance of the securities presently in the portfolio.
Individual clients’ portfolios may vary. Upon request,
WestEnd Advisors will provide a list of all recommendations
for the prior year.
Past performance is not indicative of future results. It should
not be assumed that recommendations made in the future
will be profitable. The information contained herein is not
intended to be an offer to provide investment advisory
services. Such an offer may only be made if accompanied by
WestEnd Advisors’ SEC Form ADV Part 2.
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