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Election 2020: Assessing the market impact

Michael P. Stritch, CFA, Chief Investment Officer, BMO Wealth Management - U.S. 

Wednesday, September 2, 2020

With the nominating conventions in the books, the campaign season 

is officially in full swing. So it’s a good time to take a look at the U.S. 

election’s potential impact on future policy direction and the possible 

market implications. 

I recently spoke with Matt Gertken, Geopolitical Strategist at BCA 

Research, a Montreal-based global investment research firm. Among 

other topics, we discussed the prospects for another round of fiscal 

stimulus, the importance of key Senate races, and why political 

gridlock is good for markets.

Following is a summary of our discussion.

Another round of stimulus?

It was widely assumed that a second fiscal stimulus package would 

have been passed by now. But the White House and congressional 

Democrats have been at an impasse on key details. It’s a situation 

that Gertken said could lead to market turmoil.

“I’m not surprised it was delayed a little bit, but I am surprised at the 

Republicans were willing to delay all the way into September,” he 

said. “If they fumble the ball here, financial markets would be very 

concerned. I would be very surprised if they delay this beyond mid-

September. I think that could be a debacle.”

House Democrats passed a $3.4 trillion bill in May; Senate Republicans 

countered with a much smaller package. A compromise of around 

$2 trillion appears to be on the table right now, though Gertken had 

expected that figure to come in a little higher. “Because every time 

the Republicans and Democrats in this Congress have gotten together 

under Trump’s watch, they’ve ended up with very large spending 

bills.”

Gertken added that any market volatility caused by the lack of a 

stimulus bill would  likely spell trouble for Republicans on Election 

Day, and that should provide enough of an incentive to come to an 

agreement. “I think it would be a policy mistake for the Republicans,” 

he said. “But I think the Republicans know that and I think they’d be 

in trouble if they didn’t get something passed. So they’re going to be 

moving forward.” 

All about the Senate

While the winner of the presidential election is obviously of great 

importance, from a market perspective, the outcome of several key 

Senate races matters just as much. Republicans currently hold 53 

seats, but several races are in play that could flip the majority to the 

Democrats, who are expected to hold their majority in the House of 

Representatives.

Gertken said that whoever wins the presidential election, maintaining 

at least one oppositional chamber of Congress would be the best 

outcome for markets. That’s because the political gridlock would keep 

a check on actions from either Donald Trump or Joe Biden that could 

adversely impact financial markets.

“If Trump is constrained by a Democratic Senate or Biden constrained 

by Republican Senate, then investors have reason to cheer,” Gertken 

said. “If voters keep Trump and yet the Democrats win the Senate, 

then Trump would be constrained by the ability of a united Congress 

to prevent him from acting aggressively on trade and tariffs. Similarly, 

if Biden were to win but the Republicans kept the Senate, then he 

wouldn’t be able to raise taxes.”

In the event that Democrats sweep the White House and the Senate, 

Gertken pointed out risks that could impact the healthcare and fossil 

fuel energy sectors. “What would come with the Democratic Senate 

and White House would be a huge shift in public provision of health 

care insurance,” he said. “Also, I think there’s a pretty good chance 

that the Democrats would remove the filibuster, which would then 

open up the ability for them to pass some pretty significant laws in 

other areas, potentially even on climate change.”
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Gridlock is good

Anything can happen in the next two months, so it’s still too early 

to tell where the elections are headed. Equity markets have rallied 

steadily since cratering in the early days of the pandemic. To that 

end, Gertken believes the market is currently trading in line with 

presidential elections that result in gridlock. 

“On the whole there is a headline risk to markets from a Democratic 

sweep,” he said. “Typically, if you do have a clean sweep and a 

government change, you get a market pullback either right ahead of 

the election—like in October—or right after the inauguration. But with 

other elections we’ve seen, let’s say there’s a gridlocked outcome, any 

pullback would usually be in the spring, or even next fall. And this is 

looking at elections ever since World War II. There’s more upside risk if 

it’s a gridlock situation.”

With that in mind, Gertken offered this prediction from a market 

perspective. “I think strictly speaking for the markets, Biden winning 

with a Republican Senate is the best outcome,” he said. “His foreign 

and trade policies will be more predictable. Meanwhile, it would 

remove a lot of what Biden would try to do on the tax front, so it’s 

hard for me to see that the market wouldn’t be particularly excited by 

that outcome.”

Along with covering these topics in greater detail, Gertken and I also 

discussed the odds of a Trump or Biden victory, the federal budget 

deficit and what would happen in the event of a contested election. 

You can listen to the full conversation here: Geopolitical Market 

Outlook featuring Mike Stritch, Chief Investment Officer, BMO Wealth 

Management and Matt Gertken, Strategist, Geopolitical Strategy, BCA 

Research. 

https://event.on24.com/wcc/r/2564756/C01D3567A8B5BC72ADD11B724F8FA064
https://event.on24.com/wcc/r/2564756/C01D3567A8B5BC72ADD11B724F8FA064
https://event.on24.com/wcc/r/2564756/C01D3567A8B5BC72ADD11B724F8FA064
https://event.on24.com/wcc/r/2564756/C01D3567A8B5BC72ADD11B724F8FA064


Webcast summary: Geopolitical Economic Outlook 

Disclosure

CFA® and Chartered Financial Analyst® are registered trademarks owned by CFA 
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This report contains our opinion as of the date of the report. It is for general 
information purposes only and is not intended to predict or guarantee the 
future performance of any investment, investment manager, market sector, or 
the markets generally. We will not update this report or advise you if there is 
any change in this report or our opinion. The information, ratings, and opinions 
in this report are based on numerous sources believed to be reliable, such as 
investment managers, custodians, mutual fund companies, and third-party data 
and service providers. We do not represent or warrant that the report is accurate 
or complete. 

To the extent this report contains information about specific companies or 
securities, including whether they are profitable or not, it is being provided 
as a means of illustrating the investment manager’s investment thesis. The 
investment manager may or may not have invested in these securities at the 
time this report was prepared or is accessed by the reader. References to specific 
companies or securities are not a complete list of securities selected and not all 
securities selected in the referenced timeframe were profitable. 

Other Bank of Montreal affiliates, and their agents and employees, may provide 
oral or written market commentary or trading strategies to clients that reflect 
opinions that are contrary to the opinions expressed in this report. These same 
persons and affiliates may make investment decisions that are inconsistent 
with the recommendations or views expressed in this report. We and our 
affiliates, directors, officers, employees and members of their households, will 
from time to time have long or short positions in, act as principal in, and buy 
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, 
including your existing portfolio, investment objectives, risk tolerance, liquidity 
needs and investment time horizon. 

Any forward-looking statements in this report involve known and unknown risks, 
uncertainties and other factors that may cause the actual performance of future 
markets to differ materially from the projections depicted in the report. Past 
performance is not indicative of future results and current performance may be 
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 
represents a composite or representative portfolio return and is shown gross of 
the investment manager’s advisory fees. Unless otherwise indicated, alternative 
investment performance data is shown as net of fund expenses, management 
fees, and incentive fees. Index performance data is shown as total return. You 
cannot invest directly in an index. Due to a system conversion, the ability to 
manipulate or restate client specific performance data prior to December 31, 
2007, may be limited. 

Any discussions of specific securities, investment managers, or strategies are for 
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 regulatory 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 regulatory 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 regulatory 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 
Trust Company, and certain affiliates that provide certain investment, investment 
advisory, trust, banking, securities, insurance and brokerage products and 
services. “BMO Family Office” is a brand name that refers to BMO Harris Bank, 
N.A., BMO Family Office, LLC, and BMO Delaware Trust Company. The BMO 
Family Office brand provides family office, investment advisory, investment 
management, trust, banking, deposit and loan products and services. These 
entities are all affiliates and owned by BMO Financial Corp., a wholly-owned 
subsidiary of the Bank of Montreal. Capital Advisory Services are offered by a 
division of BMO Harris Bank, N.A. Member FDIC. 
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Broker-dealer and investment advisory services and insurance products are 
offered through BMO Harris Financial Advisors, Inc. Member FINRA/SIPC. SEC-
registered investment adviser. 

Securities, investment advisory services and insurance products are offered 
through BMO Harris Financial Advisors, Inc. Member FINRA/SIPC. SEC-registered 
investment adviser. 

BMO Harris Financial Advisors, Inc. and BMO Harris Bank N.A. are affiliated 
companies. Securities and insurance products offered are: NOT FDIC INSURED – 
NOT BANK GUARANTEED – NOT A DEPOSIT – MAY LOSE VALUE.
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