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What does Trump and Republican victory mean for markets? 

• Donald Trump will be US President for a second time while the Republican party wrestled back 

control of the Senate. Control of the House of Representatives is yet to be confirmed but the 

prospect of full Republican control is possible.  

• The immediate reaction was a rally in US stocks, the US dollar, US Treasury yields and 

cryptocurrencies. Chinese stock markets were weighed down by concerns of impending tariffs.  

• The key ahead lies in whether President-elect Donald Trump implements all his proposed policies, as 

that will determine global trade, inflation, interest rates and economic growth.  

• Trump2.0 policies may mirror his first presidential term. Tax cuts and deregulation will boost US 

economic growth and corporate profits, supporting the stock market. The targets of trade 

protectionism and tariffs will be negatively affected, while inflation may rise.  

• Another similarity will be the unpredictability of policy shifts, and this may result in intermittent bouts 

of market volatility. 

• The key difference is that Trump1.0 policies came during the middle of the economic cycle when pro-

growth policies tend to have had a bigger corporate impact. With the economy now in the late 

stages of the cycle while inflation concerns have not been eliminated, the economic impact may 

differ slightly.  

 

US economy and stocks to benefit from “America First” approach and Trump priorities 

• Assuming Donald Trump follows through on his proposed policies, the US economy is likely to stay 

resilient and outperform global peers. This is due to the prospect of lower corporate taxes, 

extension of individual tax cuts, and deregulation of certain industries.  

• This will be positive for US stocks although certain sectors will be impacted differently.  

o The financials sector will benefit from deregulation and economic resilience. Industrials and 

manufacturing will likely benefit from companies shifting production back onshore to the US. 

The energy sector will benefit as more drilling of oil rigs is likely.  

Key takeaways 

▪ US policies may be less predictable over the next four years after Donald Trump and the Republican 

party won the election. 

▪ Market volatility will likely subside post-election, and investors will turn their focus back onto 

economic fundamentals and interest rates.  

▪ The outlook for stock markets remains positive given resilient economic growth, robust corporate 

earnings, and expectations of gradual rate cuts. It is however important to be nimble and proactive, 

and to build a diversified portfolio given the prospect of unpredictable policy shifts.  
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o The renewable energy sector may struggle however if there is a partial repeal of the Inflation 

Reduction Act (IRA).  

 

Higher inflation may impact the US Federal Reserve’s (Fed) interest rate path 

• Trump has threatened to impose universal 10% tariffs on global trade partners and 60% on Chinese 

goods. If he does so, it will lead to higher inflation.  

• Tougher immigration policy is another of his key priority, and lower labour supply will weigh on 

labour intensive companies while higher wage growth will further increase inflationary pressures.  

• In this scenario, the Fed may not be able to cut interest rates aggressively.  

 

Bonds affected by outlook for fiscal deficit and interest rates 

• Bonds may see more short-term selling as the combination of tax cuts and higher government 

spending runs the risk of a ballooning US fiscal deficit. This may lead to the US Treasury issuing more 

bonds. In addition, the risk of higher inflation could lead to less Fed rate cuts.  

• Nonetheless, interest rates are still expected to be cut ahead which will limit the downside for 

bonds. Investment grade bonds with higher yields will still be attractive sources of income.  

 

China may react with more forceful stimulus 

• China’s growth will be greatly affected if Trump imposes 60% tariffs on Chinese goods. To offset this 

and the structural slowdown of the Chinese economy, the government may have to react by 

announcing a larger stimulus package to support the economy.  

• Chinese companies that are domestically oriented will likely do relatively better.  

 

 

▪ Market volatility will likely subside post-election, and investors will turn their focus back onto 

economic fundamentals and interest rates.  

▪ The outlook for stock markets remains positive given resilient economic growth, robust corporate 

earnings, and expectations of gradual rate cuts.  

▪ It is however important to be nimble and proactive, and to build a diversified portfolio given the 

prospect of unpredictable policy shifts.  

▪ If you are able and willing to take risk, consider assets that may benefit from the rate-cutting cycle 

o Investment grade bonds offer consistent income and potential capital gains when central banks 

cut interest rates and can serve as portfolio stabilisers amid political uncertainties. 

o Asia ex-Japan and ASEAN stocks offer attractive valuation and dividend yield. While US-China 

trade tension may rise under Trump’s presidency, this could potentially lead to further supply 

chain relocation into ASEAN. 

o Global small cap stocks will benefit from lower borrowing costs and resilient economic growth. 

• Speak to a UOB Advisor to learn more.  

What you can do 
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IMPORTANT NOTICE AND DISCLAIMERS: 

The information contained in this publication is given on a general basis without obligation and is strictly for 

information purposes only. This publication is not intended to be, and should not be regarded as, an offer, 

recommendation, solicitation or advice to buy or sell any investment or insurance product and shall not be 

transmitted, disclosed, copied or relied upon by any person for whatever purpose. Any description of investment or 

insurance products, if any, is qualified in its entirety by the terms and conditions of the investment or insurance 

product and if applicable, the prospectus or constituting document of the investment or insurance product. Nothing 

in this publication constitutes accounting, legal, regulatory, tax, financial or other advice. If in doubt, you should 

consult your own professional advisers about issues discussed herein. 

The information contained in this publication, including any data, projections and underlying assumptions, are 

based on certain assumptions, management forecasts and analysis of known information and reflects prevailing 

conditions as of the date of the publication, all of which are subject to change at any time without notice. Although 

every reasonable care has been taken to ensure the accuracy and objectivity of the information contained in this 

publication, United Overseas Bank Limited (“UOB”) and its employees make no representation or warranty of any 

kind, express, implied or statutory, and shall not be responsible or liable for its completeness or accuracy. As such, 

UOB and its employees accept no liability for any error, inaccuracy, omission or any consequence or any 

loss/damage howsoever suffered by any person, arising from any reliance by any person on the views expressed or 

information contained in this publication. 

Any opinions, projections and other forward-looking statements contained in this publication regarding future 

events or performance of, including but not limited to, countries, markets or companies are not necessarily 

indicative of, and may differ from actual events or results. The information herein has no regard to the specific 

objectives, financial situation and particular needs of any specific person. Investors may wish to seek advice from 

an independent financial advisor before investing in any investment or insurance product. Should you choose not 

to seek such advice, you should consider whether the investment or insurance product in question is suitable for 

you. 
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