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Pre-election, the Senate make-up is effectively a Republican majority
of 53-47. Closely contested Senate races include those in South
Carolina, Montana, Georgia, lowa, Maine, Arizona, Michigan, and
North Carolina. The accompanying charts separate these races into
those led by Republican candidates and those led by Democratic
candidates based on “odds” in a well-known betting market. (The
party designation next to the state indicates which party currently
holds the seat.)

In close races, the track record of prediction markets is not stellar, but
if somehow each Senate race ends up going to the odds-on candidate
the Senate would be split 50-50 Republicans and Democrats. While
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effective control of the Senate would then be conferred based upon
3 Vice Presidential tie-break vote, this “control” would be tenuous as
a single moderate vote across party lines would scrap a bill’s passage
(recall that 3 Republican senators, including John McCain, voted
against the skinny-repeal of Obamacare).

Given the eight reasonably contested Senate races listed above,

the final post-election breakdown could be anywhere from 54-46
Republican to 54-46 Democratic control. The implications of these
scenarios are all very different, especially under a Biden presidency
should he be elected. In addition to proposing a massive $5 trillion
of additional fiscal spending over 10 years, Biden has proposed large
increases to corporate, personal (on those making over $400k/year),
and capital gains taxes. We expect such hikes would be anathema
to a Republican Senate that held even a single vote majority. And,
more immediately, the scope of fiscal stimulus to combat the COVID
downturn will also be impacted by the election outcomes.

In simple terms, we expect that equity markets will focus on the net
effect of fiscal stimulus (positive for risk assets) and corporate tax
increases (negative for risk assets). But, netting these out requires
detailed expectations for each scenario. On current COVID-related
fiscal stimulus, for example, there is a wide pre-election chasm
between the roughly $500 billion that the Republican Senate is
comfortable approving and the $2+ trillion that the Democratic House
passed in the May “Heroes Act.” Thus, the most frugal stimulus
package would likely be seen under a Biden presidency along with a
Republican majority Senate. Conversely, a Democratic sweep with a
larger Senate majority may blow past that $2 trillion figure.

On the other side of the ledger, outcomes that lead toward an
expectation of higher corporate taxes could result in a period of
digestion for U.S. equity markets. Should Biden win, we expect he
would require an additional vote or two cushion in the Senate to
increase taxes to close to the degree proposed. Should the Senate be
50-50, only modest tax increases would likely be feasible. If Trump
wins re-election taxes would not increase, and he could probably
cajole even a Republican Senate to COVID-related fiscal stimulus
amounts much higher than those currently approved.

In sum, while the Presidential election is a binary outcome, Senate
results present more of a continuum with different investment
implications. Potentially complicating matters, the two closest Senate
races based on prediction market odds, lowa and North Carolin,
allow for mail-in ballots to be received after election day. And, the
crucial presidential swing state of Pennsylvania is reportedly already
sitting on a pile of over 2 million mail-in ballots that it cannot start
processing until November 3rd - a process which could take days. We
may have clarity on November 4th, and we may not.
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This report contains our opinion as of the date of the report. It is for general
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affiliates, directors, officers, employees and members of their households, will
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or sell, the securities referred to in this report. We and our affiliates, directors,
officers, employees and members of their households, may have positions in
the securities mentioned that are inconsistent with the views expressed by this
report.

This report is not intended to be a client-specific suitability analysis or
recommendation, an offer to participate in any investment, a recommendation to
buy, hold or sell securities, or a recommendation of any investment manager or
investment strategy. Do not use this report as the sole basis for your investment
decisions. Do not select an asset class, investment product, or investment
manager based on performance alone. Consider all relevant information,
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uncertainties and other factors that may cause the actual performance of future
markets to differ materially from the projections depicted in the report. Past
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higher or lower than that shown in the report. There can be no certainty as to
the extent or depth of any market downturn, nor any assurance regarding the
nature, extent or timing of markets rebounding. When evaluating the report, you
are cautioned not to place undue reliance on these forward-looking statements,
which reflect judgments only as of the date of the report. Investment returns
fluctuate, and investments when redeemed, may be worth more or less than the
original investment.

Standardized performance returns include reinvestment of dividends, other
income and capital gains, which depict performance without adjusting for

the effects of taxation or the timing of purchases and sales. Performance

data is presented without deducting the investment advisory fees and other
charges that may be applicable. The deduction of such fees and other charges
(and the compounding effect thereof over time) will reduce portfolio return.
Unless otherwise indicated, traditional investment performance data generally
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manipulate or restate client specific performance data prior to December 31,
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informational purposes only and should not be considered investment advice.
The report does not constitute an offer to sell or a solicitation to buy any security
or investment product. Any offer to sell or solicitation to buy an interest in any
private security, investment product or fund may only be made by receiving a
confidential private offering memorandum, prospectus, investment advisory
agreement or similar documents from the investment manager, which describes
the material terms and various considerations and risks relating to such security,
investment product or fund.

Alternative investments, such as private equity and hedge funds, contain risks
that are amplified when compared with other asset classes, such as illiquidity,
stock or sector concentration, financial leverage, difficulties in valuation, and
short selling. Alternative investment vehicles have minimal requlatory oversight
and alternative managers have the latitude to employ numerous investment
strategies with varying degrees of risk.

We are not licensed or registered with any financial services requlatory authority
outside of the United States. Non-U.S. residents who maintain U.S.-based
financial services accounts with us may not be afforded certain protections
conferred by legislation and regulations in their country of residence with
respect to any investments, investment solicitations, investment transactions or
communications made with us.

You may not copy this report or distribute or disclose the information contained
in the report to any third party, except with our express written consent or as
required by law or any requlatory authority.

“BMO Wealth Management”is a brand name that refers to BMO Harris Bank,
N.A., BMO Family Office, LLC, BMO Harris Financial Advisers, Inc., BMO Delaware
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