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Clinton’s lead has widened, but the race is closer than it looks
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• Polls have shown Clinton’s lead over Trump widen, though recent polls of likely voters put Clinton’s lead at a 

narrower 3-4pts – suggesting a closer race. 

• Both candidates have extremely high unfavorables which far exceed their favorables. This suggests increased 

potential for surprise on election day. 



Budget outlook already gradually deteriorating
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• CBO projections already point to a deteriorating budget outlook as deficits are set to rise in the coming years. 

• Both candidates have promised to step up infrastructure spending, though Trump’s plan is widely seen as 

likely to increase deficits by reducing revenues. 



Near-term risks may be holding back business investment 
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• The latest Duke University/CFO Global Business Outlook survey shows that 79% of US CFOs believe the US 

economy faces moderate-to-large political risk. 

• The survey finds that 47% of companies in the US say they will pull back on spending or hiring due to concern 

about the political situation. This could further hinder business investment, which has already been a drag on 

US growth momentum. 

• The survey also finds that 40% of US CFOs indicate that they believe foreign business are less willing to do 

business with the US due to political uncertainty. 



Candidates’ economic plans show considerable divergence
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Hillary Clinton Donald Trump

Fed Policy • No strong view
• Rates should be kept low; believes Fed should be 

audited and Yellen replaced.

Individual Taxes

• Create 4% "surcharge" on high-income taxpayers, 

effectively adding a new marginal tax rate of 43.6% on 

taxable income over $5m. 

• Cap all itemized deductions. 

• Enact a "Buffet Rule", which would create a 30% 

minimum tax on taxpayers with adjusted gross income 

over $1m. 

• Eliminate carried interest. 

• Reduce 7 tax brackets to 3, with a top marginal tax rate 

of 33% (brackets: 12%, 25%, 33%)

• Increase the number of low-income individuals who pay 

no taxes. 

• Eliminate the alternative minimum tax. 

• Eliminate carried interest. 

Corporate Taxes

• Eliminate the deductibility of reinsurance premiums 

paid by corporations to foreign subsidiaries. 

• Establish business tax credits for profit-sharing and 

apprenticeships. 

• Cut the rate to 15% from 35% currently.

• Enact a one-time tax of 10% on all foreign profits that 

are brought back to the US (repatriation holiday). 

• Cap the deductibility of interest expenses. 

Capital Gains
• Establish a 24% top marginal tax rate for qualified 

dividend and long-term capital gains. 

• Tax long-term capital gains and qualified dividends at a 

top marginal rate of 20%. 

Estate Tax
• Restore federal tax to 45% level (2009) and reduce 

exemption to $3.5m. 
• Eliminate the estate tax. 

Trade • Opposes Trans-Pacific Partnership. 

• Heavy tariffs on Chinese exports to level playing field for 

US workers. 

• Vowed to alter or undo NAFTA and opposes Trans-

Pacific Partnership. 

Regulation

• Impose tax on high-frequency trading and closer 

Volker Rule’s hedge fund loophole. 

• Defends Dodd-Frank. 

• Moratorium on new financial regulations. 

Infrastructure 

Spending

• Spend $275bn over next 5 years and create $25bn 

infrastructure bank. 
• Spend $500bn. 

Source: The Tax Foundation, Candidates' Websites, TD Securities



Potential implications of Clinton and Trump victory
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Clinton Win Trump Win

Timing of Next Hike June 2017 June 2017

Dollar Little to no impact Soften short term (risk-off)

10yr Yield Unchanged
Initially lower on risk-off, subsequently higher on larger 

deficits

Curve Unchanged Bear steepen

Equities Little to no impact Selloff

10yr Swap Spreads No impact to marginally tighter (regulation) Tighter on greater Treasury supply

Vol Lower implied vols Higher implied vols

Skew Bias to low strike Bias to high strike

Source: TD Securities
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