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Will there be a clean sweep by either the Democrats or the
Republican parties, and will there be lengthy recounts? These
are two questions to focus on when looking at the financial
market implications from a win by either Kamala Harris or
Donald Trump.

With the US presidential election fast approaching, we assess the potential

impact on markets based on the two candidates’ proposed economic and Zehrid Osmani
international policies. Head of Global Long-Term
We conclude that a Trump presidency could lead to a more inflationary Unconstrained
environment, but one potentially more supportive to corporate profits and Lead Senior Portfolio
earnings growth from lower taxes. Blanket tariffs, with a particular focus Manager

on China, could contribute to inflation and a more hawkish US Federal

Reserve (Fed). With a stronger US dollar (USD), and with less certainty around his international policies, this increases the
risk for international and emerging markets (EM) equities.

In contrast, a Harris presidency could have a negative impact on corporate profits from higher corporate tax rates, but this
might be supportive of a benign inflationary environment. With a dovish Fed and a potentially weaker USD, this may be
supportive for both EM equities, which tend to be supported by USD weakness, international equities, and the bond
market. Less uncertainty on Harris’s international policies, given a likely continuation of Joe Biden’s, should result in less
overall volatility across global financial markets.

Both candidates need to consider the impact of the expiry in 2025 of trillions of dollars of tax breaks from Donald Trump’s
2017 Tax Cuts and Jobs Act. If there are no cuts in fiscal expenditure, any benefits from the tax rises will be spent and the
US budget deficit will remain at approximately 6% of Gross Domestic Product (GDP)*.

The key aspect to watch will be whether either candidate wins with a clean sweep, which would permit the winning
candidate to apply more of their policy initiatives in a more meaningful manner. It all hangs on seven swing states, where
polls are so narrow that the race is too close to call. There is also a risk of lengthy recounts, which could weigh on markets
near term. Volatility in markets around the day of the results could open up a good opportunity for investors who focus on
the longer-term picture, and who focus on fundamental dynamics for businesses and the economy.

In this report, we first summarise the implications the market and economy, then look at each sector in turn.

1. Source: Federal Bank of St Louis as at 26 September 2024. Federal Surplus or Deficit [-] as Percent of Gross Domestic Product (FYFSGDA188S) | FRED | St. Louis Fed
(stlouisfed.org)
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Market and economy highlights

Markets and economy

implications
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Corporate Taxes

Corporate Profits

Tariffs

Neutral

Inflation

Monetary policies

US dollar and Foreign
Exchange (FX)

Consumption

Geopolitics

Emerging markets

Market volatility

Bond markets
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Comments

Trump: Lowering the corporate tax rate to 18% a positive for
corporates. But tariffs could weigh on margins if costs are not passed
onto customers, which is negative for earnings growth.

Harris: Proposing to increase corporate tax rates to 28% from 21%.

Trump: Blanket tariffs of 10-20% on all trading partners, and a
minimum of 60% import tariffs on China proposed. This is likely
inflationary, impacting consumer spending and real investment.

Harris: Status quo maintained in trade policies.

Stronger

Trump: Higher inflation risk from tariffs would most likely push the Fed
to a more hawkish stance resulting in higher interest rates and a strong
usD.

Harris: Higher tax revenues could help the budget deficit and support a
benign/dovish monetary policy regime. This could be supportive for
the economy and markets, but with a weaker USD.

Trump: The consumer would be less well off as a result of tariffs, as the
cost is passed onto the consumer eroding their purchasing power.

Harris: No change of note.

Trump: Greater uncertainty with lack of clarity on stance around
various geopolitical hotspots. Tariffs could cause further tensions.

Harris: Likely to continue the policies of the Biden administration,
which means less uncertainty on the international scene.

Worse

Trump: Less supportive backdrop with a stronger USD and the risk of
tariffs, notably on China.

Harris: More supportive with a weaker USD and more constructive
international policy.

Trump: Higher volatility with a less predictable approach to
communication and a change in administration.

Harris: Lower volatility with a perceived sense of continuity from
previous administration.

Lower/ Neutral

Trump: Higher inflation and hawkish monetary policies could weigh on
bond markets, but increased geopolitical risk could support
government bonds.

Harris: Lower inflation and a more dovish monetary policy should be
supportive for bonds.
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Sector highlights
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Comments

Trump: Tariffs would risk increasing the Consumer Price
Index (CPI) reducing purchasing power.

Harris: Positive on the margin for lower income
consumers.

Trump: Neutral but tariffs could increase the Producer
Power Index (PPI), but equally support some segments
from external competition.

Harris: No change.

Sectors
Consumer
)
i Industrials
Energy
A\
' + Utilities

Trump: Supportive of traditional energy i.e. fossil fuels.
Harris: Supportive of renewable energy.

| ‘ | | Financials
HQ
[T

Trump: Increased support.

Harris: Support for renewables is a negative for
traditional utilities.

r

Healthcare

Trump: Less favourable yield curve due to inflation risk
would be less supportive for financials if the yield curve
flattens.

Harris: A favourable yield curve would be more
supportive to financials.

m Technology & Media

—————>

Trump: Neutral on the sector.

Harris: More pressure on drug pricing and medical costs
are a negative for the sector.

B

Telecoms

Trump: More friendly of Big Tech given a JD Vance vice-
presidency, but tariffs could significantly impact the
input costs in this sector.

Harris: More focus on anti-monopolistic initiatives,
which could weigh on Big Tech.

/AR
EH Materials

Trump: No policies of note.
Harris: No policies of note.

US ELECTION: CLEAN SWEEP?

Trump: Less focus on sustainability consideration is
positive.

Harris: Negative given higher sustainability
considerations.




Overall, as always, the increased focus on the US presidential election brings uncertainty in markets. One point of note is
that it is never a given, in politics, that stated policies intentions will be implemented once a candidate is elected.

There is also the added consideration of how Congress and the Senate are split - if there is a split between Democrats
potentially winning back Congress, and the Republicans winning back the Senate, it will be difficult for any major policy
initiatives to be voted through. This could end up being the lowest risk outcome for markets, at least in terms of volatility.
Notably, if Trump was to win the presidency, we understand that the blanket implementation of tariffs could not be
implemented unilaterally by the presidency; it would need to be ratified by Congress, making it less likely that such policy

will be applied if it is Democrat controlled. The scenario that carries the most potential for policy shifts is one where either
one of the candidates’ parties takes control of both houses — a so-called clean sweep.

The importance of the seven swing states

Currently, the polls are very close, and neither candidate is shown to have a lead that is wide enough to be able to say that

one candidate has a stronger probability of winning than the other. The importance of the swing states will be critical -
there are seven swing states that will determine the outcome of the election. It appears that things will be very tight, and
it is too close to call any outcome for certain.

As we write, polling averages point to Harris leading in Nevada, Michigan, and Wisconsin, whilst Trump is leading in

Arizona, Georgia, and North Carolina, with Pennsylvania pointing to a tie. Polling margins in these states are however very
narrow, which means that the race in these swing states is too close to call.

Average polls in the seven swing states

Nevada:
Harris 11

Arizona:
Trump +1.4

Source: Real Clear Politics as at 8 October 2024.

Short-term volatility but long-term opportunity

Given the closeness of the poll, there is a non-negligible risk of the election going into close counts and recounts, which
could delay the final outcome. Volatility in markets around the day of the results, notably if a final result is delayed, could
open up a good opportunity for investors who focus on the longer-term picture, and the fundamental dynamics of

businesses and the economy.
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. . Michigan:

Wlsc.onsm: Harris +0.2
Harris +0.8

Trump +0.2

N Carolina:
Trump +0.6

Pennsylvania:
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WHAT ARE THE RISKS?

All investments involve risks, including possible loss of principal. Past performance is no guarantee of future results. Please note that
an investor cannot invest directly in an index. Unmanaged index returns do not reflect any fees, expenses or sales charges.

Equity securities are subject to price fluctuation and possible loss of principal.

International investments are subject to special risks including currency fluctuations, social, economic and political uncertainties, which
could increase volatility. These risks are magnified in emerging markets.

Commodities and currencies contain heightened risk that include market, political, regulatory, and natural conditions and may not be
suitable for all investors.

US Treasuries are direct debt obligations issued and backed by the “full faith and credit” of the US government. The US government
guarantees the principal and interest payments on US Treasuries when the securities are held to maturity. Unlike US Treasuries, debt
securities issued by the federal agencies and instrumentalities and related investments may or may not be backed by the full faith and
credit of the US government. Even when the US government guarantees principal and interest payments on securities, this guarantee
does not apply to losses resulting from declines in the market value of these securities.

There are special risks associated with investments in China, Hong Kong and Taiwan, including less liquidity, expropriation, confiscatory
taxation, international trade tensions, nationalization, and exchange control regulations and rapid inflation, all of which can negatively
impact the fund. Investments in Taiwan could be adversely affected by its political and economic relationship with China.



IMPORTANT LEGAL INFORMATION

This material is intended to be of general interest only and should not be construed as individual investment advice or a
recommendation or solicitation to buy, sell or hold any security or to adopt any investment strategy. It does not constitute legal or tax
advice. This material may not be reproduced, distributed or published without prior written permission from Franklin Templeton.

The views expressed are those of the investment manager and the comments, opinions and analyses are rendered as at publication
date and may change without notice. The underlying assumptions and these views are subject to change based on market and other
conditions and may differ from other portfolio managers or of the firm as a whole. The information provided in this material is not
intended as a complete analysis of every material fact regarding any country, region or market. There is no assurance that any
prediction, projection or forecast on the economy, stock market, bond market or the economic trends of the markets will be realized.
The value of investments and the income from them can go down as well as up and you may not get back the full amount that you
invested. Past performance is not necessarily indicative nor a guarantee of future performance. All investments involve risks,
including possible loss of principal.

Any research and analysis contained in this material has been procured by Franklin Templeton for its own purposes and may be acted
upon in that connection and, as such, is provided to you incidentally. Data from third party sources may have been used in the
preparation of this material and Franklin Templeton ("FT") has not independently verified, validated or audited such data. Although
information has been obtained from sources that Franklin Templeton believes to be reliable, no guarantee can be given as to its
accuracy and such information may be incomplete or condensed and may be subject to change at any time without notice. The
mention of any individual securities should neither constitute nor be construed as a recommendation to purchase, hold or sell any
securities, and the information provided regarding such individual securities (if any) is not a sufficient basis upon which to make an
investment decision. FT accepts no liability whatsoever for any loss arising from use of this information and reliance upon the
comments, opinions and analyses in the material is at the sole discretion of the user.

Products, services and information may not be available in all jurisdictions and are offered outside the US by other FT affiliates and/or
their distributors as local laws and regulation permits. Please consult your own financial professional or Franklin Templeton institutional
contact for further information on availability of products and services in your jurisdiction.

Brazil: Issued by Franklin Templeton Investimentos (Brasil) Ltda., authorized to render investment management services by CVM per
Declaratory Act n. 6.534, issued on October 1, 2001. Canada: Issued by Franklin Templeton Investments Corp., 200 King Street West,
Suite 1500 Toronto, ON, M5H3T4, Fax: (416) 364-1163, (800) 387-0830, www.franklintempleton.ca. Offshore Americas: In the U.S., this
publication is made available by Franklin Templeton, One Franklin Parkway, San Mateo, California 94403-1906. Tel: (800) 239-3894 (USA
Toll-Free), (877) 389-0076 (Canada Toll-Free), and Fax: (727) 299-8736. U.S. by Franklin Templeton, One Franklin Parkway, San Mateo,
California 94403-1906, (800) DIAL BEN/342-5236, franklintempleton.com. Investments are not FDIC insured; may lose value; and are
not bank guaranteed.

Issued in Europe by: Franklin Templeton International Services S.a r.l. — Supervised by the Commission de Surveillance du Secteur
Financier - 8A, rue Albert Borschette, L-1246 Luxembourg. Tel: +352-46 66 67-1 Fax: +352-46 66 76. Poland: Issued by Templeton Asset
Management (Poland) TFI S.A.; Rondo ONZ 1; 00-124 Warsaw. Saudi Arabia: Franklin Templeton Financial Company, Unit 209, Rubeen
Plaza, Northern Ring Rd, Hittin District 13512, Riyadh, Saudi Arabia. Regulated by CMA. License no. 23265-22. Tel: +966-112542570. All
investments entail risks including loss of principal investment amount. South Africa: Issued by Franklin Templeton Investments SA (PTY)
Ltd, which is an authorised Financial Services Provider. Tel: +27 (21) 831 7400 Fax: +27 (21) 831 7422. Switzerland: Issued by Franklin
Templeton Switzerland Ltd, Stockerstrasse 38, CH-8002 Zurich. United Arab Emirates: Issued by Franklin Templeton Investments (ME)
Limited, authorized and regulated by the Dubai Financial Services Authority. Dubai office: Franklin Templeton, The Gate, East Wing,
Level 2, Dubai International Financial Centre, P.O. Box 506613, Dubai, U.A.E. Tel: +9714-4284100 Fax: +9714-4284140. UK: Issued by
Franklin Templeton Investment Management Limited (FTIML), registered office: Cannon Place, 78 Cannon Street, London EC4N 6HL. Tel:
+44 (0)20 7073 8500. Authorized and regulated in the United Kingdom by the Financial Conduct Authority.

Australia: Issued by Franklin Templeton Australia Limited (ABN 76 004 835 849) (Australian Financial Services License Holder No.
240827), Level 47, 120 Collins Street, Melbourne, Victoria 3000. Hong Kong: Issued by Franklin Templeton Investments (Asia) Limited,
62/F, Two IFC, 8 Finance Street, Central, Hong Kong. Japan: Issued by Franklin Templeton Investments Japan Limited. Korea: Issued by
Franklin Templeton Investment Trust Management Co., Ltd., 3rd fl., CCMM Building, 12 Youido-Dong, Youngdungpo-Gu, Seoul, Korea
150-968. Malaysia: Issued by Franklin Templeton Asset Management (Malaysia) Sdn. Bhd. & Franklin Templeton GSC Asset
Management Sdn. Bhd. This document has not been reviewed by Securities Commission Malaysia. Singapore: Issued by Templeton
Asset Management Ltd. Registration No. (UEN) 199205211E, 7 Temasek Boulevard, #38-03 Suntec Tower One, 038987, Singapore.

The views and opinions expressed are not necessarily those of the broker/dealer; or any affiliates. Nothing discussed or suggested
should be construed as permission to supersede or circumvent any broker/dealer policies, procedures, rules, and guidelines.

Please visit www.franklinresources.com to be directed to your local Franklin Templeton website.
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