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With US election season underway and set to conclude on 3November-2020, we provide a detailed overview of the process
and implications for the markets via two reports
In this edition (part one), we highlight the election procedure and
what polls are showing
While focus remains squarely on the US Presidential elections,
the outcome of the House and Senate needs to be watched very
carefully as well. The ability of the next President to drive policy
will to a greater extent also depend on whether his political party
will be able to take control of Congress
US President Trump was able to drive through his policy agenda
when he won elections in 2016 as the Republican Party also had
control of the House and the Senate
Since 2018 when the Democratic Party took control of the
House, his ability to push forward with reforms has proven
difficult. The only notable legislation that received ‘bipartisan
support’ was the fiscal stimulus program that was passed in
March in response to the COVID-19
In a run-up to the elections, the main focus will be on the
outcome of ‘battleground states’ as that will in all likelihood
determine the outcome as has been the case in several previous
Presidential elections
Most polls assign a higher probability of a Biden victory and the
Democratic Party retaining the House of Representatives. The
Senate could be a closer race but a higher probability is being
assigned to the Democratic Party taking control
In our next edition, we will examine the policy implications of
each possible political configuration along with the market
impact for both the near-term and medium-term

US election season: A lot to play for: Global markets are entering a fairly

volatile period with the US election season set to commence in less th an a mon th’s
time. The importance of the outcome of this election season cannot be u n derstated
given that global output has been hit sharply by a pandemic in 2020. US policy making
with regards to fiscal policy, trade policy, financial regulation and protectionist stance
will have important implications for the outlook of the US Economy an d th e G lobal
Economy. In this regard, the election outcome will work as an important tipping point
for the market given that the direction in each area of policy will be dictated by th e
new leadership. The elections are due to conclude on 3-November -2020. However,
the road ahead may still prove to be highly uncertain even after ‘election day’.

It is not just about the Presidential elections: While the main focus is on
the outcome of the Presidential elections, election results of the House of
Representatives and the Senate will also need to be monitored very carefully.



House of Representatives: Each member serves a two-year term with all 435 seats up for re-election in 2020. Th e
seats allocated are divided among the 50 states on proportion of the population of eac h district in a specific state.
The precise district-wise classification is based on the decade-wise census. The current configuration is based on
census that was completed in 2010. After each election, the speaker of the House is elected wh o is th e presid ing
officer of the chamber. The speaker is the third in line to lead the country after the President and the Vice President.
Th e exclusive powers that are related to the House are on: (a) initiating revenue bills and all other matters related to
public finances, (b) impeaching federal officials, including the President and (c) electing the President in case there is
a tie.



Th e Senate: The structure is a bit different to the House. There are a total of 100 members in th e Sen ate w ith 2
members elected from each state. Each member of the Senate serves a six-year term. However, th e term of the
members is staggered with about one-third of the members up for re-election every two years. In 2020, 35 seats are
up for re-election. The Vice President serves as the Head or the President of the Senate. In case of a tied vote, th e
Vice President is allowed to cast the deciding vote in the Senate. Th e exclu sive powers of th e Sen ate are: (a)
confirm the President’s appointments, (b) ratify treaties, although the House still needs approve an y treaty th at i s
related to foreign trade and (c) while the House takes the decision to impeach federal officials, the Senate conducts a
trial for the impeached officers.

The importance for a political party to control Congress and the President’s seat: Any bill must
pass both Houses of Congress before it goes to the President for final approval. At times, bills can be introduced in
Congress on behalf of the US President. Once approved by the President, the bill becomes a law. The President can also
choose to send a bill back to Congress for re-consideration. After going back to Congress, each chamber needs to pass
it by two-thirds majority. If the bill gets passed again, it is sent back to the President to be passed in to law. Th e
President can pass ‘Executive Orders’ but these orders are still subject to judicial review and interpretation.
Back in 2016, Mr Trump won the Presidential election and his party—the Republican Party—won the Senate and
retained control of the House. A Republican Controlled Congress allowed the US President to move forward w ith hi s
agen da. He subsequently passed the Tax Cuts and Jobs Act (TCJA) of 2017 that has become the flagship policy
achievement of his tenure so far. The phase one trade deal with China has also passed but COVID-19 has played
spoilsport diluting its overall effect. However, the Republican Party lost control of the House in the 2018 e lections th at
h as subsequently made it difficult for the US President to push forward with his policy agen da. Th e Republicans still
have control over the Senate. Since 2018, the only major bi-partisan agreement that was reached was on the
Coronavirus Aid, Relief, and Economics Security (CARES) Act that was passed in March-2020 in response to COVID-19.
The passage of this bill was considered essential to support the economy as lockdowns w ere being imposed. Other
legislation has not been passed. Hence, it is not just the Presidential elections that are important but the entire landscape
of the US House of Congress.

Presidential elections: Understanding the process: The elections to the House of Representatives and
Senate are fairly straightforward contingent on which candidate wins the popular vote in that district for the former and
state for the latter. However, the Presidential elections is based on a ‘Electoral College’ (EC) vote. The key features are as
follows:


Th e make-up of the EC: The electoral college is convened every four years in a run-up to the Presidential elections
and then dissolved after the elections. Members are selected by the state legislatures. None of the selected
members can be a member of the US Congress and neither can they be public sector employees. Typically, the
members tend to be well known figures or personal within the district/state. These members serve as
representatives for voters who vote for their Presidential/Vice-Presidential combination candidates. The final
submission of the district-wise results is made by the members of the EC. The number of electoral votes th at are
given to each state are based on the latest census that at this time is 2010. The least number of seats allocated to a
state is 3 while the highest is 55. The total number of electoral college seats are 538. The threshold of 270 electoral
college seats is considered as the required amount as the winning margin.



Th e process of electing a winner: In the US, 48 states and the district of Columbia use w hat is referred to as th e
‘general ticket’ system whereas two states Maine and Nebraska use the ‘direct system’.
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The general ticket system is a bit different and works in the following manner. Assume that a particular state h as 10 EC
seats for which voting takes place. After the votes have been placed, assume that one candidate A gets 50. 1% of th e
share of votes in that state and the other candidate B gets 49.9% share of votes in th e state. Based on the law s and
rules, irrespective of the vote share, candidate A will get all 10 seats of that state at one shot. In short, th e pres iden tial
candidate receiving the plurality of the vote in each state wins all the electoral votes. The adoption of the ‘general ticket
system’ has at times resulted in a candidate winning the ‘Electoral College’ but losing the popular vote. This has
happened on four occasions in the past—1876, 1888, 2000 and 2016.
The other system that is used in Maine and Nebraska is the ‘district’ system. In both these states, two votes are assigned
based on the ‘general ticket system’ while the remainder is based on the popular vote at the ‘district leve l’. Main e h as
about 4 electoral seats while Nebraska has about 5. The system in these two states allows for both Presidential
candidates to win seats in both states.


Focus is more on the ‘battleground states’: In the US, several states are associated as being primarily Democratic
and primarily Republican given the historic voting patterns. However, there are few states that tend to alternate th at
are referred to as the ‘swing states’ or ‘battleground states’. Hence, each candidate assumes a certain min imu m
support and then tries to win these ‘battleground states’ to win the elections. These battlegroun d states are: (a)
Colorado (9 seats), Florida (29 seats), Iowa (6 seats), Michigan (16 seats), Minnesota (10 seats), N evada (6 seats),
New Hampshire (4 seats), North Carolina (15 seats), Ohio (18 seats), Pennsylvania (20 seats), Virginia (13 seats) an d
Wisconsin (10 seats). In total, 156 electoral seats of the 538 are often tracked very closely by the market th at will in
turn influence the final outcome.
An interesting observation is that Florida an d Oh io h ave a stron g record of predicting th e ou tcome of th e
Presidential elections. The state of Ohio has voted for the President in every election since 1964 wh ile Florida has
voted for the President since 1996. Records are often broken and it is possible that these two states may not be able
to correct predict the winner this time. However, the fortunes of these two states will tracked very closely.

Will mail-in ballots create a problem?: Unlike past elections, the circumstances for this round are a bit
different. For one, this election is taking place in the middle of a ‘pandemic’. The n et result h as been a mu ch larger
increase in mail-in ballots. This creates problems of possible delays in computing the final tally that might result in
possible delays.

However, a key point to note is that mail-in ballots are not a new concept in the US. It has been steadily increasing from
~25 mn in 2004 to ~57 mn in 2016 as 16 states provided mail-in ballots for their citizens. In 2018 election season, as
much as 20% of total votes came via mail-in ballots while the remainder came from in-person voting. This time arou nd
that ratio could change considerably with 50%-70% of total votes forecasted to come via mail-in ballots votes. Concerns
also remain about whether the mail-in ballots will have the correct protocol maintained and en su re th at th ere are n o
signature mismatches. In the 2016 elections, ~300,000 mail-in ballots were rejected because of signature mismatches. In
a close election that could have important implications for the final outcome and can be used a basis for on e entity to
question the veracity of the final verdict. The US President has already indicated that he might consider challengin g th e
ou tcome of the verdict that could mean eventual delays to the final outcome and some uncertainty going forward.

Key-dates: While the Presidential elections are due to conclude by 3-November-2020 with several rounds of early
voting also likely to take place across a number of states, the onus will be on the respon ses from Tru mp and Biden.
Neither candidate might seek to conceded the elections on election night itself given that counting of ballot votes migh t
take a bit of time. Most polls also show that a higher percentage of Republican voters have shown a greater preference
to vote in-person whereas a higher percentage of democratic candidates have shown a preference to vote via mail -in
ballots. In this regard, several key dates stand out:


‘S afe-Harbour’ Deadline (8-December-2020): After election day, votes are tallied by each states and any disputes are
resolved by this period. Assuming that all procedures are followed appropriately, the results announced on this date
are considered to be ‘conclusive’.



Th e Electoral College Meeting (14-December-2020): All the members of the EC meet in each state and sign off on
the ‘certificate to vote’. These certificates are then sent to the Head of the Senate, the respective district cou rts and
the Secretary of State.



Delivering documents (23-December-2020): By this date, all the relevant documents will be required to be sent to
the designated officials, including election officials. This is considered as the final tally from the ‘Electoral College’.

3



Th e House of Congress ratifies the outcome (6-January-2021): The newly elected House and Senate meet in a join t
session to count the votes and announce the President and Vice President respectively.



Th e inauguration ceremony (20-January-2021): The new President and Vice President are inaugurated.

What will happen if the results are challenged?: Th e main concern for investors will be the possibility of a

‘challenged elections’ or if the margin of victory is fairly small or if there is a tie. Although several scenarios are possible
in terms of how events might unfold, we suspect that there could be a protracted legal dispute if the elections are
challenged. However, a final verdict is to be expected by at least 23-December-2020. The matter might also be sen t to
the Supreme Court. Of the total of nine members of justices in the supreme court, only eight are currently in office with
a vacancy of one post. The nomination process for the vacant post in the Supreme Court of Justice is still on going.
However, it remains unclear on whether the process will be completed in time prior to the Presidential elections. Hence,
it is quite possible that there could a tied vote within the Supreme Court itself if the challenge is raised an d th e matter
taken to it for a resolution.
The last time an election result was challenged was back in 2000 that pertained to the results in Florida state. The
outcome of the election was fairly close with then Presidential Candidate George W Bush leading by around 400 votes.
Given the margin of victory, Florida law demands a recount. After much legal deliberation, the Supreme Court Ruled 5-4
to reverse the decision of the Florida state Supreme Court of a recount that subsequently h anded th e victory to Mr.
George Bush.
W e suspect that only if there is a close election will concerns arise. However, the upshot is that some uncertainty about
th e outcome could linger for a while depending on the actions taken by both candidates. In case of a tied vote, th e
House of Representatives will decide on the next President-- such a situation has happened on tw o occasions —1800
an d 1824.

What are the polls saying?: Most polls show that the former Vice President Democratic Candidate Biden to be in

the lead at the national level as well as in several battleground states. He had maintain ed a fairly steady lead right
throughout the last six months. The polls for 2020 also show a lesser degree of volatility th an w hat was seen during
2016. Another important take-away is that all the major battleground states that were lost by the Democratic Party
nominee—Ms. Clinton in 2016 are showing greater support for Biden’s nomination. The Democratic Party also do n ot
appear to be losing ground on the states that they won in 2016. The latest poll th at was con du cted by W ash ington
Post/ABC News gives Biden a 12-point lead at the national level over President Trump.
C hart 1: Biden appears to be in the lead to take back the ‘Battleground States’ that were lost in 2016

Electoral College: The message from the polls on Battleground States
No. of
Voting in
Polling in Spread of victory
State
seats
2016
2020
2020 in ppt: Polls
Arizona
11
Trump
Biden
2.7
Florida
29
Trump
Biden
3.7
Michigan
16
Trump
Biden
6.7
North Carolina
15
Trump
Biden
1.4
Ohio
18
Trump
Biden
0.6
Pennsylvania
20
Trump
Biden
7.1
Wisconsin
10
Trump
Biden
5.5
Note: ppt refers to percentage points
Source: Realclearpolitics.com & ICICI Bank Research
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C hart 2: Based on polls, US President’s popularity remains low

Perception of President Trump: National Polls
Direction of the country
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Source: Realclearpolitics.com & ICICI Bank Research
For the House of Representatives, higher odds are being provided to the Democratic Party to retain it. The polls show th at
Democratic Party could get a 233-202 lead over the Republican Party with a majority figure set at 218. For the US S enate,
at the current juncture Republicans hold a 53-47 lead. Of the total number of seats about 35 are up for re-election in 2020.
From the 35, about 23 seats are Republican and 12 are Democrats. To take control of the Senate, Democrats need to retain
all its seats and take about 4 Republican seats to get a majority. The polls show that the final outcome could be a close call
but a higher probability is being assigned to the Democrats taking the Senate as well. The polls show that the Democrats
could take a lead of 51-49. We list out four possible outcomes:


Democratic sweep: The Democratic US Presidential Candidate—Biden-- wins the race to become the next President.
This is followed by the Democratic Party retaining the House and winning the Senate. The polls seem to be indicating
the highest probability for this scenario. (D,D,D)



Democratic Breeze: The Democratic US Presidential Candidate—Biden—wins the race to become the next President.
The Democratic Party retains the House but is unable to win the Senate. (D,R,D)



Republican Breeze: The incumbent President Trump of the Republican Party retain s power. Th e Republican Party
retains the Senate but is unable to win the House of Representatives. (R,R,D)



Republican sweep: The incumbent President Trump retains power. The Republican Party retains the Senate and is able
to win the House. (R,R,R)

Chart 3: Democrats position in the Senate is estimated Chart 4: The Democrats are expected to h ol d
to i mprove
the House
Battle for Senate 2020 Polls: No of seats

Battle for the House Polls 2020: No. of seats

7

32
47

214
189

46

Democrats

Republicans

Uncertain

Note: Of the 7 uncertain seats, four appear to be leaning towards
the Democratic Party
Source: Realclearpolitics.com & ICICI Bank Research

Democrats

Republicans

Uncertain

Note: Of the uncertain seats, nineteen appear to be leaning
towards the Democratic Party
Source: Realclearpolitics.com & ICICI Bank Research
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C hart 5: State-wise outcomes forecasted by Polls versus actual outcome in 2016
Elec tor al College: Polling outc om es and expec tations

Ala b a m a
Ala ska
Ar iz o n a
Ar ka n sa s
C a lifo r n ia
C o lo r a d o
C o n n ec tic u t
Dela w a r e
Distr ic t o f C o lu m b ia
Flo r id a
G eo r g ia
Ha w a ii
Id a h o
Illin o is
In d ia n a
Io w a
Ka n sa s
Ken tu c ky
Lo u isia n a
M a in e
M a r yla n d
M a ssa c h u setts
M ic h ig a n
M in n eso ta
M ississip p i
M isso u r i
M o n ta n a
N eb r a ska
N eva d a
N ew Ha m p sh ir e
N ew J er sey
N ew M exic o
N ew Y o r k
N o r th C a r o lin a
N o r th Da ko ta
Oh io
Okla h o m a
Or eg o n
P en n sylva n ia
Rh o d e Isla n d
S o u th C a r o lin a
S o u th Da ko ta
T en n essee
T exa s
Uta h
V er m o n t
V ir g in ia
W a sh in g to n
W est V ir g in ia
W isc o n sin
W yo m in g
T o ta l

No. of
Elec tor al
c ollege
seats
9
3
11
6
55
9
7
3
3
29
16
4
4
20
11
6
6
8
8
4
10
11
16
10
6
10
3
5
6
4
14
5
29
15
3
18
7
7
20
4
9
3
11
38
6
3
13
12
5
10
3
538

2016:
O utc om e
Tr um p
W on
W on
W on
W on
Lost
Lost
Lost
Lost
Lost
W on
W on
Lost
W on
Lost
W on
W on
W on
W on
W on
W on
Lost
Lost
W on
Lost
W on
W on
W on
W on
Lost
Lost
Lost
Lost
Lost
W on
W on
W on
W on
Lost
W on
Lost
W on
W on
W on
W on
W on
Lost
Lost
Lost
W on
W on
W on
304

2020:
Tr um p
Leading
Leading
Tr ailing
Leading
Tr ailing
Tr ailing
Tr ailing
Tr ailing
Tr ailing
Tr ailing
Leading
Tr ailing
Leading
Tr ailing
Leading
Leading
Leading
Leading
Leading
Tr ailing
Tr ailing
Tr ailing
Tr ailing
Tr ailing
Leading
Leading
Leading
Leading
Tr ailing
Tr ailing
Tr ailing
Tr ailing
Tr ailing
Tr ailing
Leading
Tr ailing
Leading
Tr ailing
Tr ailing
Tr ailing
Leading
Leading
Leading
Leading
Leading
Tr ailing
Tr ailing
Tr ailing
Leading
Tr ailing
Leading
186

Polls
B iden
Tr ailing
Tr ailing
Leading
Tr ailing
Leading
Leading
Leading
Leading
Leading
Leading
Tr ailing
Leading
Tr ailing
Leading
Tr ailing
Tr ailing
Tr ailing
Tr ailing
Tr ailing
Leading
Leading
Leading
Leading
Leading
Tr ailing
Tr ailing
Tr ailing
Tr ailing
Leading
Leading
Leading
Leading
Leading
Leading
Tr ailing
Leading
Tr ailing
Leading
Leading
Leading
Tr ailing
Tr ailing
Tr ailing
Tr ailing
Tr ailing
Leading
Leading
Leading
Tr ailing
Leading
Tr ailing
352

Source: Realclearpolitics & ICICI Bank Research
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affiliates, and related corporations) do not provide any financial advice, and is not your fiduciary or agent, in relation to the securities.
The contents of this document do not take into account your personal circumstances. Before entering into any transaction, you should
take steps to ensure that you understand the transaction and have made an independent assessment of the appropriateness of th e
transaction in light of your own objectives and circumstances, including the possible risks and benefits of entering into such transaction
and should seek your own financial, business, legal, tax and other advice regarding the appropriateness of investing in any s ecurities.
ICICI and/or its affiliates and/or their directors, officers, associates, connected parties and/or employees, may have, or have had, interests
in the securities (or any related securities) and may from time to time add to or dispose of, or may be materially interested in, any such
securities. Furthermore, ICICI may, but shall be under no obligation to, make a market or provide quotes in relation to the securities (or
any related securities). ICICI and/or its affiliates may have, or have had, other business relationships (including lending o r participating or
investing in other financing transactions or other commercial banking or investment banking or other relations) with the issuer and/or
guarantor (if any) of the securities or any other person connected with the securities and may from time to time seek to provide financing
or other commercial banking or investment banking or other services to such persons.
ICICI Bank and/or its affiliates are full service financial institutions engaged in various activities which may include secu rities trading,
commercial and investment banking, financial advice, investment management, principal investment, hedging, financing and broke r ag e
activities. In the ordinary course of their various business activities, ICICI Bank and/or its affiliates may make or hold (o n its own accou n t,
on behalf of clients or in its capacity of investment adviser) a broad array of investments and actively trade debt and equity s ecurities (or
related derivative securities) and financial instruments (including bank loans) for its own account and for the acco unts of its cl i e n ts an d
may at any time hold long and short positions in such securities and instruments and enter into other transactions, including credit
derivatives (such as asset swaps, repackaging and credit default swaps) in relation thereto. Such transactions, investments and securities
activities may involve securities and instruments of the issuer or its affiliates or of other entities, and may be entered in to at the same
time or proximate to offers and sales of securities or at other times in the secondary market and be carried out with counterpar ti e s th at
are also purchasers, holders or sellers of securities or other clients of ICICI Bank or its affiliates. As a result, you shou ld be awar e th at a
conflict of interest may exist. In accordance with the regulatory requirements and its own conflicts of interest policies, ICICI Ban k h as i n
place arrangements to manage conflicts of interest that arise between itself and its clients and between its different client s. Where it
does not consider that the arrangements under its conflicts of interest policies are sufficient to manage a particular conflict, it will infor m
you of the nature of the conflict so that you can decide how to proceed.
DISCLOSURE FOR RESIDENTS IN SINGAPORE
ICICI Bank Limited, India (“ICICI India”) is incorporated under the laws of India and is regulated by the Reserve Bank of India. I C I C I Ban k
Limited, Singapore branch (“ICICI”) is regulated by the Monetary Authority of Singapore. The information contained in this e -mail and/ or
any attachments thereto are intended for the exclusive use of the intended recipient and may contain proprietary, confidential or le g al l y
privileged information. If you are not the intended recipient, please note that you are not authorised to disseminate, dist r i bu te or copy
this e-mail or any parts of it or act upon/rely on the contents of this e -mail and/ or attachments in any manner. Please notify th e s e n de r
immediately by e-mail and destroy all copies of this e-mail and any attachments.
The contents of this e-mail and/ or attachments do not take into account your personal circumstances. You must accordingly make th e i r
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own independent evaluation of the information contained herein and of the securities and consider your own investment objective,
financial situation and particular needs and seek your own financial, business, legal, tax and other advice regarding the app ropriate n e s s
of investing in any securities. ICICI India (including ICICI, affi liates and related corporations of ICICI India) do not provide any financial
advice, and is not your fiduciary or agent, in relation to the securities. The contents of this information do not take into account your
personal circumstances. Before entering into any transaction, you should take steps to ensure that you understand the transaction and
have made an independent assessment of the appropriateness of the transaction in light of your own objectives and circumstanc es,
including the possible risks and benefits of entering into such transaction and should seek your own financial, business , l e g al , tax an d
other advice regarding the appropriateness of investing in any securities. As mentioned, ICICI India is regulated by the Rese r ve Ban k of
India. Hence, in relation to your dealing with ICICI India, you understand that your interest will be subject to protection of local l aws an d
regulations in India, which may offer different or diminished protection than available under Singapore laws and regulati on s . Y ou al s o
understand that the Monetary Authority of Singapore will be unable to compel the enforcement of the rules of the local regulators.
Please also note that ICICI India or ICICI is unable to exercise control or ensure or guarantee the integrity of/over the contents of the
information contained in e-mail transmissions and / or attachments and that any views expressed in this e -mail and / or attachments ar e
not endorsed by/binding on ICICI. Before opening any attachments please check them for viruses and d efects and please note that I C I C I
accepts no liability or responsibility for any damage caused by any virus that may be transmitted by this email and/ or attac hments
thereto.

9

