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America has voted 
Donald Trump’s support for extreme positions, his provocations and his frequent U-turns imply height-
ened risk and volatility during the next administration. Even if the realities of office, combined with Con-
gressional pushback, will prevent President Trump from implementing many of his election promises, 
the deep divisions in American society suggest that politics could become a drag on the US long-term 
growth outlook. The Fed will delay raising rates until the markets have digested the first post-election 
shocks. Going forward however, President Trump’s policies are likely to increase the federal deficit and 
at least partially elevate trade barriers. This would over time generate inflationary pressures, the Fed 
would raise rates and thereby also push up bond yields. Stimulus policies will clearly move from the 
monetary to the fiscal side. 
 
The market reaction  

 
Despite the narrowing of the polls in the final 
week campaigning, the markets had not priced in 
the full risk of a Trump presidency and will react 
with a flight to safety and heightened volatility. 
Equity and corporate bonds will plunge, the cur-
rencies of Canada and Mexico as well as other 
emerging markets will come under pressure. Safe 
assets of all types will gain, yields on German 
Bunds will fall while the spread of US Treasuries 
will rise. The Fed will rethink its December rate 
rise.  
 
Beyond the initial shock, the markets will wait and 
see whether President Trump tones down his 
protectionist and nationalist rhetoric, whom he 
appoints to key posts and how he will get on with 
Congress.    
 
The realities of office 
 
Among President Trump’s election promises were 
major (unfunded) tax cuts, punitive tariffs on the 
imports from major trading partners and the ex-
pulsion of 11 million illegal migrants. Even though 

the Republican party controls both houses of 
Congress, none of this will happen as promised. 
Key parts of Trumps election manifesto contrast 
sharply with traditional Republican positions, such 
as support for free trade, balanced budgets and 
immigration reform. With a view to the 2018 mid-
term elections, Republican members of Congress 
cannot afford to alienate Trump supporters by 
blocking his every move. But neither will they 
allow him to ride roughshod over established 
conservative values. Most of the Republican party 
elite will seek to prevent a re-election of President 
Trump in 2020 so they will strike a balance be-
tween obstructing their own president and letting 
him succeed. 
 
Since President Trump’s room for maneuver will 
be limited, he will initially focus on undoing the 
policies of the Obama administration, in particular 
those that the latter has passed through executive 
orders (trying to circumvent that blocking tactics 
of a Republican-controlled Congress). Regulatory 
uncertainty will be the immediate result. Trump 
has also promised to replace the new universal 
healthcare system known as Obamacare but 
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page 2 efforts in this respect will be long drawn out at 
best.  
 
The economic and policy outlook  
 
If President Trump implemented even parts of his 
election program – say, a partial expulsion of 
unregistered but previously employed migrants or 
the introduction of ‘emergency’ tariffs – the impact 
would be higher inflation, either via wage pres-
sure or higher import prices. The fiscal plans 
would exacerbate this effect. Higher spending on 
infrastructure and defense without clear expendi-
ture cuts elsewhere would increase public deficits, 
all the more so as major tax cuts are planned, that 
would mainly benefit the better-off who have a 
lower propensity to consume, so their impact on 
demand would be limited. At the same time, high 
uncertainties (e.g. related to legal challenges) and 
growing protectionism will dampen the US growth 
outlook. 
 
The global impact 
 
Even if President Trump does not start a trade 
war, efforts at trade liberalization will stall. TPP 
will not be ratified and TTIP is highly unlikely to be 
concluded. The world economy will limp on with 
an increasingly out of date trade and investment 
regime. In foreign policy, President Trump has 
suggested he may desert NATO allies, encourage 
nuclear proliferation, tear up the Iran deal and 
seek a rapprochement with Putin’s Russia. Even 
though such drastic steps look unlikely, the com-
bination of President Trump’s inexperience in 
international politics and the wide-ranging compe-
tencies that the US constitution grants him in 
foreign policy, make the outlook highly uncertain 
and dependent on the cabinet members he nomi-
nates. Increased geopolitical uncertainty could 
benefit right-wing parties in other upcoming elec-
tions (Netherlands, France, Germany) and damp-
en investment sentiment. Certainly, Europe will 
have to become more engaged in geopolitical 
crisis management.    
 
Quo vadis America? 
 
This election has highlighted the extraordinary 
deep political, economic and cultural divisions in 
the US. Political decency has been lost in the 

campaign and will be hard to restore. The politi-
cal system in the US has supported the rise of 
populism. Many of Trump’s policies could further 
reinforce already stark income inequalities. As a 
result, the US is likely to remain deeply polarized. 
The country’s political effectiveness is unlikely to 
improve in years to come. 
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About Allianz  
 
Together with its customers and sales partners, Allianz is one of the strongest financial communities. 
About 85 million private and corporate customers insured by Allianz rely on its knowledge, global reach, 
capital strength and solidity to help them make the most of financial opportunities and to avoid and 
safeguard themselves against risks. In 2015, around 142,000 employees in over 70 countries achieved 
total revenues of 125.2 billion euros and an operating profit of 10.7 billion euros. Benefits for our cus-
tomers reached 107.4 billion euros. 
This business success with insurance, asset management and assistance services is based increas-
ingly on customer demand for crisis-proof financial solutions for an aging society and the challenges of 
climate change. Transparency and integrity are key components of sustainable corporate governance 
at Allianz SE. 
 
 
 

Cautionary note regarding forward-looking  
statements 
 
The statements contained herein may include prospects, statements of future expectations and other 
forward-looking statements that are based on management's current views and assumptions and in-
volve known and unknown risks and uncertainties. Actual results, performance or events may differ 
materially from those expressed or implied in such forward-looking statements.  
Such deviations may arise due to, without limitation, (i) changes of the general economic conditions 
and competitive situation, particularly in the Allianz Group's core business and core markets, (ii) per-
formance of financial markets (particularly market volatility, liquidity and credit events), (iii) frequency 
and severity of insured loss events, including from natural catastrophes, and the development of loss 
expenses, (iv) mortality and morbidity levels and trends, (v) persistency levels, (vi) particularly in the 
banking business, the extent of credit defaults, (vii) interest rate levels, (viii) currency exchange rates 
including the euro/US-dollar exchange rate, (ix) changes in laws and regulations, including tax regula-
tions, (x) the impact of acquisitions, including related integration issues, and reorganization measures, 
and (xi) general competitive factors, in each case on a local, regional, national and/or global basis. 
Many of these factors may be more likely to occur, or more pronounced, as a result of terrorist activities 
and their consequences.  
 
 
 

No duty to update 
 
The company assumes no obligation to update any information or forward-looking statement contained 
herein, save for any information required to be disclosed by law. 


