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Election USA (& why we should care) 

It’s October in a US election year so we’re going to talk a little politics.  It’s an 

election in which most of us here in Canada won’t be casting a ballot, however for 

reasons outlined below, the results of the US election affect us here in Canada in a 

very real way. 

The US election may well end up taking a detour through the Supreme Court Of 

The United States, or SCOTUS.  Judge Amy Coney Barrett, is the conservative 

replacement for the great Justice Ruth Bader Ginsberg.  The Notorious RBG, 

passed on Sept 18th. 

Her appointment is happening little more than a week before an election in which 

60 million have already voted and despite Republicans confirming that they would 

NEVER try to push a SCOTUS nominee in an election year.  This would give 

Republicans a 6-3 conservative majority on the bench.   

The Republican Party are also sending out thousands of ‘poll watchers’ to look for 

any voting-related issues deemed serious enough to report back up the chain, 

through the Republican Party lawyers and on to the Supreme Court.   

Poll watchers have been used before by both parties but never ordered by a 

president in these numbers.  I have no doubt they’ll find what they seek.  Should 

SCOTUS become involved in a tight election they may punt & defer to State 

Governors to choose the candidate to whom their electoral votes are awarded.  

There are 26 Republican Governors & 50 States.  Do the math. 

The idea here is simple, keep the election result in court until you get the answer 

you want to hear, all the while remaining in power.  How all of this resolves itself 

is beyond me, indeed it’s beyond anyone, including Trump.  2020 has been the 

single most bizarre year I can recall, and we have a US election to go yet.  

To Trump’s credit, in the 2016 election he identified, appealed to and secured the 

votes of a number of segments of the American populous; poor white males,  

 

https://en.wikipedia.org/wiki/Ruth_Bader_Ginsburg
https://thehill.com/homenews/media/517247-video-of-lindsey-graham-arguing-against-nominating-a-supreme-court-justice-in
https://www.theatlantic.com/ideas/archive/2020/03/coronavirus-election/608989/
https://www.theatlantic.com/ideas/archive/2020/03/coronavirus-election/608989/
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evangelicals, suburban women & seniors.  The job was made easier by the fact that 

Hillary Clinton, a polarizing figure herself, was reviled by the right and indeed 

some of her own party.  The country was in the mood for a change. 

Four years later & the unlikely confluence of events that led Trump to the White 

House in 2016 (he lost the popular vote by 3M+ but won the electoral college) will 

not be repeated, starting with the absence of Hilary Clinton.  Also Trump is now a 

known quantity.  At the time of writing it would appear that Evangelical support is 

eroding and suburban women have rallied to Joe Biden in very large numbers. 

My number one hope is that the election can be resolved without violence.  

However it would appear to be no lengths to which a GOP-enabled Trump will not 

go to save face and remain in power.  Violence is a real possibility and all the more 

so when the president, during the first debate, asked the white supremist group, 

Proud Boys, to “stand back and stand by”, rather than taking the opportunity to 

disavow the group and deliver a strong, united message on racial harmony. 

My best guess at this stage is that once the election is resolved, 

Biden and the Democrats will be running the White House (very 

likely) & have majorities in the Senate (likely) and Congress 

(certainty).  Getting there may cause a great deal of political and 

market upheaval.  Grab your popcorn, it’s 2020, anything could 

happen. 

 

So why is the US election so important to us here in Canada & abroad? 

Canada’s economy is inextricably linked to that of the US.  The relationship has 

ebbed and flowed over the years depending on who’s occupying 1600 

Pennsylvania Avenue and 24 Sussex Drive.  Cross-border business relationships 

better define the dependence we have on the US and that many US businesses have 

on partnering with Canada.   Why should we concern ourselves with an election in 

another country?  

• The US is Canada’s largest trading partner.  75% of our exports go to the US 

• Canada is America’s largest trading partner 

 

https://www.politico.com/news/2020/09/10/trump-religious-voters-411248
https://www.politico.com/news/2020/09/10/trump-religious-voters-411248
https://morningconsult.com/2020/10/07/women-voters-poll-presidential-election/
https://wits.worldbank.org/CountryProfile/en/Country/CAN/Year/LTST/Summarytext#:~:text=Canada%20exports%20to%20United%20States,partner%20share%20of%2075.02%20percent.
https://money.cnn.com/interactive/news/economy/how-us-trade-stacks-up/index.html#:~:text=China%2C%20Canada%20and%20Mexico%20are,and%20reworks%20free%20trade%20deals.
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• Canada accounts for 56% of US oil & gas imports 

• Free markets under NAFTA Vs. tariffs & protectionism under the new 

USMCA  

• The Covid-19 response will determine the trajectory of the economy 

• US global relationships are under considerable strain with Trump -  US & 

Europe – US & China 

• The US still accounts for 23.6% of global GDP with 4% of the global 

population 

• The US$ is still the world’s preeminent currency in global trade and central 

bank currency holdings 

Political leaders, whether they be in the US, Canada or elsewhere, are largely 

passengers in their respective economies, and all the more so if Covid-19 is 

allowed to grab the steering wheel.  By that I mean one-term leaders have limited 

scope to meaningfully improve economic growth during their term in office.   

They can however derail economies & relationships with other world leaders, 

institute protectionist international trading policies, including tariffs, withdraw 

from trade pacts and environmental agreements like the Paris Accord.  Such is the 

case with White House and incumbent Donald Trump. 

Joseph de Maistre, a French philosopher from the oldie-timey days, once opined 

that ‘Every nation gets the government it deserves.’  The US election takes place 

on November 3rd.  So far de Maistre is batting 1.000. 

 

What does all this mean for US markets? 

Well it would appear that no matter how bad the news the US stock markets keep 

powering ahead.  So all is well, right?  Well, not so fast.   

One of the things that the market dislikes the most is uncertainty.  Whether that 

uncertainty is created by way of the US presidential election, the pandemic or the 

US response to the pandemic.  Whilst markets have performed better under 

Democrats since Truman I wouldn’t use it as my only data point when deciding 

whether to invest in US equities. 

 

 

https://www.eia.gov/todayinenergy/detail.php?id=43995#:~:text=U.S.%20crude%20oil%20imports%20from,million%20b%2Fd%20in%202018.
https://www.investopedia.com/insights/worlds-top-economies/
https://en.wikiquote.org/wiki/Joseph_de_Maistre
https://www.forbes.com/sites/sergeiklebnikov/2020/07/23/historical-stock-market-returns-under-every-us-president/#2d8d25e7faaf
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The US markets, especially the S&P500 is long in the tooth as bull 

markets go.  A goodly chunk of its lofty price is based on the use of 

flotation devices rather than on its ability to swim unaided.  

Bailouts are not the same as corporate earnings and Covid-19 

emergency financial provisions for individuals are not the same as 

earned income. 

The story is the same around the developed world.  Money has been borrowed 

from future generations to make our lives easier today.  However this borrowing 

binge cannot last forever (nor can that money be borrowed again).  Already US 

government debt has exceeded the size of its economy with a another package 

equivalent to yet another 10% of GDP being negotiated. 

At some point borrowing capacity will be reached or a vaccine found, but benefits, 

whether they be corporate or individual, cannot be maintained forever.  This may 

lead to a ‘benefits cliff’ where financial supports are reduced or withdrawn 

altogether. 

It is possible that this leads to a cascade of corporate bankruptcies.  In an index like 

the S&P500, whose performance this year has already been mightily skewed by the 

presence of half a dozen high tech stocks (you know the names), this could act like 

a bucket of cold water and return share prices to levels commensurate with actual 

corporate earnings.  Put another way, the S&P500 is out over it’s skis. 

There are other parts of the world where markets offer more compelling valuations 

using estimates still tethered to reality and where the virus is under a degree of 

control relative to the efforts of their US counterparts.  Emerging Markets would 

be one such example.  Please note, I am not saying that we should abandon the US 

(Canada & Europe) entirely, but rather be aware of what you’re buying and the 

price you’re paying for it.  

Currently we’re not committing any new cash (with some exceptions) to the US 

right now.  The long-feared coronavirus explosion in the US & elsewhere looks set 

to dwarf even the most bitterly fought US election campaign in living memory.  

We’ll bide our time and wait for a better entry point.  There are better opportunities 

available elsewhere around the world at this time.  

 

https://www.forbes.com/sites/sarahhansen/2020/09/02/thanks-to-stimulus-spending-us-debt-expected-to-exceed-the-size-of-the-entire-economy-next-year/#4ec4efb92384
https://www.forbes.com/sites/sarahhansen/2020/09/02/thanks-to-stimulus-spending-us-debt-expected-to-exceed-the-size-of-the-entire-economy-next-year/#4ec4efb92384
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