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There will be a lot at stake on 6 November, when the midterm elections take place in the
United States. The result, which some will interpret as a kind of referendum on Donald
Trump’s presidency and the Republicans, will serve to shape the country’s future political
landscape.
The United States goes to the polls every two years:


All the seats in the House of Representatives (435) are to be contested. Currently,
the Republicans control the House with a margin of 238 seats to 193 (with four
vacant seats).



Of the 100 seats in the Senate, 35 are up for election. The Republicans currently
control the Senate by 51 seats to 49.



Governors in 36 states will be elected. As of today, 26 of these governors are
Republican, 9 are Democrats and 1 is an independent candidate.



Thousands of state senators and representatives will be elected or will leave their
posts. Interestingly, the sate leaders elected this autumn will also play a role in
redefining the electoral districts for the House of Representatives and the state
legislatures for the 2020 US Census. This could change the electoral map
altogether.

Regardless of the result of the election, the debt ceiling is expected to remain a controversial
and difficult subject going into 2019. Basically, the Democrats are looking to increase state
spending and increase minimum wage. Meanwhile, the “new” Republicans want to cut state
spending and lower taxes.
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Possible scenarios
-

Scenario 1: The Democrats win the majority in the House of Representatives and
the Republicans continue to control the Senate.

-

Scenario 2: The Republicans hold the majority in both chambers.

-

Scenario 3: The Democrats take both chambers.

-

Scenario 4: The Republicans lose the lower chamber but win a supermajority in
the Senate.

Scenarios 1 and 4 appear to be discounted by the market. They would mean a divided
Congress, with a Democratic majority in the House of Representatives and a Republican
majority in the Senate. A divided Government would probably cause a stalemate in
Washington until the 2020 presidential elections. This happened during the Obama
administration, although with less confrontation. This scenario would frustrate political action
to raise the debt ceiling and increase budgetary constraints.
In scenario 2, a Congress controlled by the Republicans would probably cause another
round of tax reforms and spending cuts for national programmes. A further round of tax
reforms could moderately drive growth, although spending cuts would likely cancel out the
gains.
In the event of scenario 3, the Democrats would take control of both chambers of Congress.
In this situation, we could see a more complicated relationship and more confrontation
between Congress and President Trump, increasing the chances of a government shutdown.
This could have a negative or very negative effect on confidence in the economy. The new
Democratic Congress would try to impeach the President.
The Democratic economic agenda in the event of winning a majority in the House of
Representatives would be as follows (although it is purely illustrative, as Trump would have
the power to veto all laws):
•

Infrastructure spending: The Democrats in the Senate have developed a one
billion-dollar infrastructure plan to repair and modernise highways, railways and other
public works systems. The cost would be covered by raising the corporate tax rate
(again) to 25% and reverting some of the individual tax cuts.

•

Health care: The Democrats are proposing protecting and expanding the Medicare,
Medicaid and Social Security programmes.

•

Minimum wage: As part of the platform, many candidates are proposing an increase
to the minimum wage. The Democrats in the Senate presented a bill last year that
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would increase the federal minimum wage from $7.25/ hour to $15/ hour for 2024
and index it to inflation from then onwards.
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DISCLAIMER - LEGAL NOTICE
This document has been prepared by Crèdit Andorrà Financial Group.
This document is for distribution only as may be permitted by law. It is not intended for distribution or use by any person or entity
who is a citizen or resident in any jurisdiction where such distribution, publication, availability or use would be contrary to law or
regulations or would subject Crèdit Andorrà Financial Group to any registration or licensing requirements within this jurisdiction.
The information contained in this document represents the opinion of Crèdit Andorrà Financial Group’s analysts on markets and
it may be modified and/or updated without prior warning. This document contains only general information and, although the
information herein is obtained from sources believed to be reliable, neither Crèdit Andorrà Financial Group nor its analysts
guarantee or take responsibility for the completeness or accuracy of the information. Financial analysts and any other competent
persons that may be involved in the preparation and dissemination of this document are independent of those holding a significant
interest in the subject of the report. Under no circumstances is there any commitment to or engagement with any of the issuers in
order to produce favourable reports. Statements included in this document must, under no circumstances, be considered factual
and verified, and projections and estimates regarding economic conditions and predictions about industry developments are
subject to change without prior notice. Certain information contained herein constitutes “future predictions”, which can be identified
by the use of forward-looking terminology such as “may”, “will”, “should”, “expect” or “estimate”, the negatives thereof or other
variations thereon or comparable terminology. Due to various risks and uncertainties, certain events, results or their actual
performance may substantially differ from those reflected or contemplated in such forward-looking statements. There is no
guarantee that past results, whether positive or negative, will be achieved again in the future. Therefore, they cannot serve as a
reliable indicator of possible future results nor as a guarantee of achieving such results. Data related to the performance of
financial instruments, financial indices, financial measures or investment services that may be contained in this document may be
affected by commissions, fees, taxes, associated expenses and tariffs that may be borne by these gross results, prompting,
among other things, a decrease in the results, the severity of which will depend on the particular circumstances of the investor in
question.
This document does not constitute an offer on behalf of Crèdit Andorrà Financial Group nor any of its analysts and it may not, in
any case, be regarded as a personal buy or sell recommendation for assets. Furthermore, any investment strategies or
recommendations given in this document should not necessarily be considered suitable or appropriate for an investor’s personal
circumstances. Neither this document nor its contents are to form the basis of any contract, commitment or decisions. Readers of
this document shall make their decisions based on their own analysis and with the advice of independent advisors that they deem
appropriate. In no case may it be understood that, in distributing this document, Crèdit Andorrà Financial Group or its analysts
are providing personal investment recommendations. Trading on financial markets can involve considerable risks and it requires
constant monitoring of current positions. Neither Crèdit Andorrà Financial Group nor its analysts, employees or directors assume
any liability for any investment or disinvestment decisions based on this publication, nor for any losses that may result from any
investment or disinvestment decisions based on this document. Any statements contained in this document referring to
information, opinions or data issued by a third party will represent, in all cases, Crèdit Andorrà Financial Group’s interpretation of
this information, to which the entity has had access due to its public nature or through a subscription service. Such use and
interpretation of this information has not been reviewed by the aforementioned third party. Therefore, neither Crèdit Andorrà
Financial Group nor its analysts offer any guarantees, either express or implicit, regarding accuracy, integrity or correctness.
The information contained in this publication is strictly confidential. Neither the whole document nor any part of it may be
reproduced, transformed, distributed, published, forwarded or used in any manner without the prior written permission of its author.
The frequency of publication, modification or update of this material may vary and there is no implication of obligation on behalf
of Crèdit Andorrà Financial Group.
Note for:
•
Investors in the Principality of Andorra: this document has been prepared by Crèdit Andorrà Financial Group and it
is distributed by Crèdit Andorrà, SA and/or Credi-Invest, SA, both entities authorised, regulated and supervised by the Autoritat
Financera Andorrana (AFA).
•
Investors in Spain: this document has been prepared by Crèdit Andorrà Financial Group and it is distributed by Banco
Alcalá, SA, entity authorised, regulated and supervised by the Banco de España and the Comisión Nacional del Mercado de
Valores.
•
Investors in the US: this document has been prepared by Crèdit Andorrà Financial Group and it is distributed by Beta
Capital Management, LLC (IARD No. 154894), a registered investment adviser approved to conduct business on October 2012
and authorised, regulated and supervised by the US Securities and Exchange Commission (SEC).
•
Investors in Luxembourg: this document has been prepared by Crèdit Andorrà Financial Group and it is distributed
by Banque de Patrimoines Privés, SA, entity authorised, regulated and supervised by the Commission de Surveillance du Secteur
Financier (CSSF).
•
Investors in Switzerland: this document has been prepared by Crèdit Andorrà Financial Group and it is distributed by
Private Investment Management, SA, entity authorised, regulated and supervised by the Association Suisse des Gérants de
Fortune. This document is not a product of any Financial Research Unit and it is not subject to the Directives on the Independence
of Financial Research of the Swiss Bankers Association. This document has not been prepared in accordance with the legal and
regulatory requirements that promote the independence of research and it is not subject to any prohibition regarding its
dissemination. Therefore, regulatory restrictions on Crèdit Andorrà Financial Group regarding any financial instruments mentioned
at any time before it is distributed do not apply.
•
Investors in Mexico: this document has been prepared by Crèdit Andorrà Financial Group and it is distributed by CA
México Asesores Patrimoniales en Inversiones Independientes, SA de CV, entity authorised, regulated and supervised by the
Comisión Nacional Bancaria y de Valores.
•
Investors in Panama: this document has been prepared by Crèdit Andorrà Financial Group and it is distributed by
Banco Crèdit Andorrà (Panamá), SA, entity authorised, regulated and supervised by the Superintendencia de Bancos and the
Superintendencia del Mercado de Valores (SMV), and/or Private Investment Management Advisors Panamá, SA, entity
authorised, regulated and supervised by the Superintendencia del Mercado de Valores (SMV).
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