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Trump trade of recent weeks looks set to continue 

 
 

IN A NUTSHELL 
 

 
 — In the race for the White House, Donald Trump appears to be getting closer and closer to victory. 

— A quick, orderly and probably quite decisive U.S. election should come as a relief for equity markets.  

— For government bonds, the fear of a decline in fiscal discipline is likely to be particularly decisive.   
  

 

In the race for the White House, Donald Trump appears to have the advantage in securing the crucial 270 Electoral College votes. 

According to the Associated Press, he has already claimed victories in the swing states of Georgia and North Carolina. While votes 

are still being tallied in several key states, as of this writing, a decisive Trump victory seems the most likely outcome and might 

arrive sooner than many anticipated. 

 

Already, Associated Press calls in key Senate races in Nebraska, Ohio and Texas mean Republicans will have a majority in the 

U.S. Senate, having also flipped West Virginia as expected. In contrast, control of the House of Representatives is uncertain, with 

some early indications that the Republicans could narrowly retain the majority. This is likely to come down to California, where 

the counting is traditionally very slow. It will also be crucial for investors in terms of what policies the next president will be able 

to pursue, particularly on fiscal issues. 

 

Assuming control of Congress is divided, or with narrow Republican majorities, it is unlikely that the next president will be able 

to deliver all the plans outlined during the campaign. However, the looming expiration of the tax cuts passed in 2017 during 

Trump’s first term is likely to focus minds on Capitol Hill. Members of both sides have strong electoral incentives to extend  the 

cuts, at least in part. Given concerns about the longer-term U.S. debt outlook, such as split outcome favoring bipartisan 

compromises may come to be viewed rather favorable.  

 

Market reactions to the likely election victory of Donald Trump are, for the time being, a continuation of the Trump trade we 

have seen in recent weeks. U.S. Treasury yields are rising sharply, especially in the longer maturities, as the trend towards higher 

inflation and, above all, looser fiscal discipline will be on the agenda in the weeks ahead. U.S. equity futures are reacting positively, 

while skepticism seems to prevail in Europe. The U.S. dollar seems to be strong and Bitcoin is also rising, but not nearly as much 

as one might have expected. Gold’s reaction is as of now rather unspectacular. 
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Markets don't like nervousness. And with the race for the White House seemingly over after what looks like an orderly and 

decisive election, at least investors know a little more. However, certain issues remain uncertain, such as Trump's tariff plans 

and what will happen to corporate taxes, not least while results for the House are in balance. Another important factor remains 

the movement of Treasury yields, which at a certain level could well cause disruption on Wall Street. 

  

Taking a step back, we would point out that the medium-term impact of the election may be less significant for equity markets 

than it feels today - in the immediate aftermath of the election. During the last Trump presidency, the S&P 500 generated a total 

return of 70%; since the start of the Biden presidency, markets are up a roughly similar figure – about 80%. Other factors working 

in the background appear to be more important drivers for equities than politics in isolation. 

 

A Donald Trump administration will probably be a burden for the European economy and the German in particular. In view of 

the wars in Ukraine and the Middle East, the unpredictability of his policies would likely weigh on the sentiment among 

consumers and investors. The threat of punitive tariffs on European imports could also create uncertainty among companies. 

Even if the tariffs will not be fully implemented companies might postpone their investment decisions until they have clarity. 

With Trump, that could take a very long time. We therefore expect slightly slower growth in Europe. 

 

Fixed Income & Currencies: 
For U.S. Treasuries, the likely outcome of the election primarily means the prospect of further rising yields, especially for longer-

dated bonds. Fears of an excessively loose fiscal policy and a slight upward trend in inflation are likely to play a key role. However, 

shorter-dated yields could also come under some pressure if the prospect of fewer rate cuts by the Federal Reserve is priced in. 

On the other hand, in case of a divided Congress it would limit Trump's options and could lead to a limited move in yields that 

does not lead to a sharp sell-off. Europe is also likely to see some volatility and higher core rates as the market could see higher 

deficits. Eurozone core government bond- curves likely to steepen (2yr-10yr) as tariffs could be seen as negative for growth and 

lead to more rate cuts than expected so far. The spread between 10yr US-Treasuries and 10yr German Bunds has already 

widened overnight, a complete decoupling from the US market at the long end of the curve is unlikely. 

 

On the currency side, the U.S. dollar has been strong recently, but we do not think that is a “Trump trade”. Rather it is due mainly 

to the better U.S. economic data and the sharp increase of U.S. bond yields. Now, we have three aspects to consider: 1) high fiscal 

spending: A higher fiscal deficit leads finally to higher bond yields and potentially also higher Fed rate which is clearly positive 

for the Dollar. 2) Federal Reserve (Fed) independence will be a big topic for the financial market, and we think the result would 

be higher inflation in the medium term. A strong Dollar could be the result. 3) New imposition of tariffs will change the equation 

in favor of the Dollar. The Dollar is expected to stay strong and in the short term could even gain some momentum. 

 

Equities: 
On Wall Street, the chances of a continuation of the Trump trade are good, even though we do not expect the momentum from 

before the election to be maintained. Investors now must decide whether they prioritize the fear of higher inflation and thus 

fewer interest rate cuts by the Fed or the expected more business-friendly policies of Donald Trump. A further reduction of 

corporate taxes could add 3-4% in earnings to the S&P500, but not before 2026. Companies with a high share of domestic, i.e. 

U.S. earnings, have most to gain. These are mostly found in the financial sector and small- and midcap market segment.  While 

big tech stocks have a large share of non-U.S. income, and are therefore less benefitting from lower taxes, we would expect the 

Federal Trade Commission to become less concerned about the market power of the large technology platforms. U.S. energy 

stocks could see some benefits from a more pro-oil and gas attitude of the new government. On the other hand, renewables, 

might continue to struggle and underperform in expectation of a partial reversal of the Inflation Reduction Act and the related 

tax benefits allocated to windfarms and solar energy.  
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Ex-U.S. markets on the other hand will probably have a hard time to perform initially given the unpredictability of or the new 

president. Higher tariffs might be more used as a negotiating threat, to lift the local US-content in manufacturing from European 

and Asian car companies and semiconductor companies. However, we feel that most ex-US corporations have prepared for such 

an election outcome and will be able to handle 2.0. In the unlikely case that Trump would be able to strike a deal with Putin 

resulting in an armistice in the Ukraine, we would expect European stocks - excluding defense names - to rally. However, should 

a Trump-led U.S. decide to cut down on military aids to the Ukraine, this would further deteriorate geopolitical stability in Europe 

and international investors may continue to avoid European equities.  

   

Looking to China, the event risk for new tariffs and/or sanctions under a Trump administration is likely to be high though, which 

might result in higher volatility of emerging markets stock markets. Countries like Mexico, which benefitted from near-shoring 

activities in recent years, will find their position weakened as well. Aside from that, we see a hard time for emerging markets to 

outperform as long as China is struggling with its real estate overcapacity and weak domestic consumption demand. However, 

investors are still expecting a massive fiscal stimulus in China, which in turn could affect sentiment in the other direction.  
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Glossary 
 

Bitcoin is the first and largest crypto asset, enabling decentralized peer-to-peer transactions. 

Capitol Hill in Washington, D.C.  is the place where the U.S. Congress meets; it also colloquially used to refer to both chambers of Congress. 

The Electoral College is the body which elects the President and the Vice President of the United States. It is composed of electors from each state 
equal to that state's representation in Congress. 

Federal Reserve Bank is a regional bank of the Federal Reserve System, the central banking system of the United States. There are twelve in 
total.  

A futures contract is a standardized, contractual agreement to trade a financial instrument or commodity at a pre-determined price in the future. 

The United States House of Representatives is a legislative chamber consisting of 435 Representatives, as well as non-voting delegates from 
Washington, D.C. and U.S. territories. Representatives are elected for two-year terms and each state's representation is based on population as 
measured in the previous Census. 

The S&P 500 is an index that includes 500 leading U.S. companies capturing approximately 80% coverage of available U.S. market capitalization. 

Small cap firms generally have a market capitalization of less than $2 billion. 

Treasuries are fixed-interest U.S. government debt securities with different maturities: Treasury bills (1 year maximum), Treasury notes (2 to 
10 years), Treasury bonds (20 to 30 years) and Treasury Inflation Protected Securities (TIPS) (5, 10 and 30 years). 

The United States Senate is a legislative chamber consisting of 100 Senators, with each state being represented by two Senators. Senators are 
elected for six year, overlapping terms in their respective state. 
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Important information  EMEA, APAC & LATAM 
 
DWS is the brand name of DWS Group GmbH & Co. KGaA and its subsidiaries under which they do business. The DWS legal entities offering 
products or services are specified in the relevant documentation. DWS, through DWS Group GmbH & Co. KGaA, its affiliated companies and its 
officers and employees (collectively “DWS”) are communicating this document in good faith and on the following basis. 
 
This document is for information/discussion purposes only and does not constitute an offer, recommendation or solicitation to conclude a trans-
action and should not be treated as investment advice. 
 
This document is intended to be a marketing communication, not a financial analysis. Accordingly, it may not comply with legal obligations 
requiring the impartiality of financial analysis or prohibiting trading prior to the publication of a financial analysis. 
 
This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, projec-
tions, opinions, models and hypothetical performance analysis. No representation or warranty is made by DWS as to the reasonableness or 
completeness of such forward looking statements. Past performance is no guarantee of future results. 
 
The information contained in this document is obtained from sources believed to be reliable. DWS does not guarantee the accuracy, completeness 
or fairness of such information. All third party data is copyrighted by and proprietary to the provider. DWS has no obligation to update, modify 
or amend this document or to otherwise notify the recipient in the event that any matter stated herein, or any opinion, projection, forecast or 
estimate set forth herein, changes or subsequently becomes inaccurate. 
 
Investments are subject to various risks. Detailed information on risks is contained in the relevant offering documents. 
 
No liability for any error or omission is accepted by DWS. Opinions and estimates may be changed without notice and involve a number of 
assumptions which may not prove valid. 
DWS does not give taxation or legal advice.  
 
This document may not be reproduced or circulated without DWS’s written authority.  
 
This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any 
locality, state, country or other jurisdiction, including the United States, where such distribution, publication, availability or use would be con-
trary to law or regulation or which would subject DWS to any registration or licensing requirement within such jurisdiction not currently met 
within such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to observe, such 
restrictions. 
 
For institutional / professional investors in Taiwan: 
This document is distributed to professional investors only and not others. Investing involves risk. The value of an investment and the income 
from it will fluctuate and investors may not get back the principal invested. Past performance is not indicative of future performance. This is a 
marketing communication. It is for informational purposes only. This document does not constitute investment advice or a recommendation to 
buy, sell or hold any security and shall not be deemed an offer to sell or a solicitation of an offer to buy any security. The views and opinions 
expressed herein, which are subject to change without notice, are those of the issuer or its affiliated companies at the time of publication. Certain 
data used are derived from various sources believed to be reliable, but the accuracy or completeness of the data is not guaranteed and no liability 
is assumed for any direct or consequential losses arising from their use. The duplication, publication, extraction or transmission of the contents, 
irrespective of the form, is not permitted. 
 
© 2024 DWS Investment GmbH 
 
Issued in the UK by DWS Investments UK Limited which is authorised and regulated in the UK by the Financial Conduct Authority. 
© 2024 DWS Investments UK Limited 
 
In Hong Kong, this document is issued by DWS Investments Hong Kong Limited. The content of this document has not been reviewed by the 
Securities and Futures Commission. 
© 2024 DWS Investments Hong Kong Limited 
 
In Singapore, this document is issued by DWS Investments Singapore Limited. The content of this document has not been reviewed by the Mon-
etary Authority of Singapore. 
© 2024 DWS Investments Singapore Limited 
 
In Australia, this document is issued by DWS Investments Australia Limited (ABN: 52 074 599 401) (AFSL 499640). The content of this document 
has not been reviewed by the Australian Securities and Investments Commission. 
© 2024 DWS Investments Australia Limited 
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