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With fewer than 100 days until the U.S. presidential election, prediction markets currently give Joe Biden a 60%
chance of winning. A Biden win could have implications for policy—including taxes, spending, and healthcare—but
only if the Democrats also take control of the Senate.
Polling Data
Given that U.S. presidential elections are not really national elections determined by popular vote but actually
decided in a more localized state-by-state battle format, we need to look at state-by-state polling information to
get an understanding of where things currently stand.
In 2016, Donald Trump was able to thread the Electoral College needle by winning key battleground states, such as
Pennsylvania, Michigan, and Florida, by razor-thin margins (“2016 Result” column in the chart below).
Final polling information (“2016 Final Polling” column) had those states fairly neck and neck, and the final results
were within the margin of error.
But so far, polling information for the 2020 election shows those states firmly in Biden’s camp, and Trump cannot
win the election without these states. Additionally, states where Republicans have typically had a stronghold, such
as Texas, show Trump and Biden fairly even.
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Given these state-by-state numbers, it makes sense that Biden is currently the favorite in the prediction markets.
But the election is three months away and things can change.
The economic hit from the COVID-19 pandemic decreased Trump’s favorability and his probability of reelection,
but economic improvement between now and Election Day could improve his odds. The debates, scheduled for
September 29, October 15, and October 22, are also likely to have a material effect on these numbers.
And then there is the important issue of voter turnout. When candidates are winning a state by less than 1%, the
one that can get voters to the polls when the other side cannot has a huge advantage. This dynamic absolutely
played a role in 2016.
And now, with COVID-19, there is still uncertainty about how many people will vote in-person, how smooth the
voting process will go, and the potential for mail-in ballots. These variables may have an impact on voter turnout
this year more than any other in history.
Potential Policy Changes
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The Trump Administration has been focused on international policy, such as immigration and trade. Biden’s
platform, meanwhile, is focused more on domestic policy—taxes, spending, and healthcare.
This is notable because the executive branch has significant influence in international policy, but not as much
autonomy when it comes to domestic policy, which requires Congressional support. That is one reason the Trump
administration failed to repeal the Affordable Care Act—it had only a thin margin in the Senate and could not get
enough votes.
When thinking about Biden’s influence, then, what matters is how much Congressional support he has. Democrats
will most likely keep the House of Representatives, so what we are watching from this perspective is the Senate,
where Republicans currently have a slight majority.
Of the total 100 Senate seats, 35 are up for election in this cycle, with the Republicans defending 23 seats to the
Democrats’ 12. To get control of the Senate, Democrats need to win 16 of the 35 seats up for election.
To get there, they would need to win all of the races that are currently “Lean Democrat” (the left three columns
below) and win four more seats from the “Toss-Up” column, which are currently held by Republicans (as the red
color indicates). We will be closely monitoring the Senate races as we approach Election Day.
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If Biden wins the election and the Democrats take the Senate, then we may actually see more of the Democratic
policy changes enacted—taxes, spending, and healthcare being the primary areas of focus right now. But not all
Democrats have the same progressive views as the rest of the party, so even a Senate majority may not lead to a
lot of policy action.
International Alliances
Another potential implication if Biden wins is the likelihood that he will use international organizations and allies
much more than the Trump administration, which has tended to go alone and even strong-arm U.S. allies. The
Biden administration would be more likely to partner with the eurozone and Japan in applying pressure on China,
for example.
This would affect our Asia game theater, where we believe the United States’ coalition power will most likely rise
with a Biden win because Biden wants to work with international partners. But if Biden’s risk tolerance is lower
than Trump’s, the United States’ total power may stay the same.
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Investment Implications
Currently, we do not have any exposures in the portfolio explicitly tied to a view on the U.S. election outcome. We
will continue to monitor polling information at a state level and, importantly, will be closely following the Senate
races.
From a market perspective, we tend to look for overreactions in the lead-up to the election or immediately
following. We will especially be looking for an overreaction if Biden wins the presidency but the Senate remains in
Republican control, which would drastically reduce his administration’s ability to quickly implement his policies.
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Disclosure:
This content is for informational and educational purposes only and not intended as investment advice or a
recommendation to buy or sell any security. Investment advice and recommendations can be provided only after
careful consideration of an investor’s objectives, guidelines, and restrictions.
Information and opinions expressed are those of the authors and may not reflect the opinions of other investment
teams within William Blair Investment Management, LLC, or affiliates. Factual information has been taken from
sources we believe to be reliable, but its accuracy, completeness or interpretation cannot be guaranteed.
Information is current as of the date appearing in this material only and subject to change without notice.
Statements concerning financial market trends are based on current market conditions, which will fluctuate. This
material may include estimates, outlooks, projections, and other forward-looking statements. Due to a variety of
factors, actual events may differ significantly from those presented.
Investing involves risks, including the possible loss of principal. Equity securities may decline in value due to both
real and perceived general market, economic, and industry conditions. The securities of smaller companies may
be more volatile and less liquid than securities of larger companies. Investing in foreign denominated and/or
domiciled securities may involve heightened risk due to currency fluctuations, and economic and political risks.
These risks may be enhanced in emerging markets. Different investment styles may shift in and out of favor
depending on market conditions. Individual securities may not perform as expected or a strategy used by the
Adviser may fail to produce its intended result.
Investing in the bond market is subject to certain risks including market, interest rate, issuer, credit, and inflation
risk. Rising interest rates generally cause bond prices to fall. High-yield, lower-rated, securities involve greater risk
than higher-rated securities. Sovereign debt securities are subject to the risk that an entity may delay or refuse to
pay interest or principal on its sovereign debt because of cash flow problems, insufficient foreign reserves, or
political or other considerations. Derivatives may involve certain risks such as counterparty, liquidity, interest rate,
market, credit, management, and the risk that a position could not be closed when most advantageous. Currency
transactions are affected by fluctuations in exchange rates; currency exchange rates may fluctuate significantly
over short periods of time. Diversification does not ensure against loss.
There can be no assurance that investment objectives will be met. Any investment or strategy mentioned herein
may not be appropriate for every investor. References to specific companies are for illustrative purposes only and
should not be construed as investment advice or a recommendation to buy or sell any security. Past performance
is not indicative of future returns.
Copyright © 2020 William Blair & Company, L.L.C. "William Blair” is a registered trademark of William Blair &
Company, L.L.C. No part of this material may be reproduced in any form, or referred to in any other publication,
without express written consent.

