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President Trump’s positive COVID-19 test
shakes up election, markets

President Trump announced in a tweet shortly before 1:00 a.m. on Friday October 2" that he
and the First Lady of the United States (FLOTUS) tested positive for COVID-19. We look at
the potential repercussions from this dramatic news in this Q&A.

What does this mean in the near term?

A central issue is how severely Trump is affected by the virus. Medical experts say the 10- to
14-day period following a positive COVID-19 test is the most critical. We should know within
10 days whether he is incapacitated. A mild case would have less impact on the election and
markets.

Joe Biden and his wife reported testing negative for the virus on October 2.

Trump will halt live campaign rallies for the next 14 days. He may choose to hold virtual rallies
based on the state of his health. There are doubts as to whether the second presidential
debates will take place on October 15", Next on the schedule is the vice presidential debate
on October 7t and the third and final presidential debate is planned for October 227, This
elevates COVID-19 as the most important issue in the campaign. Most polls have COVID-19
in the top 5 of the most important issues, but this will likely push it to the top.

The Horse Race: Does this change the dynamics of the race?

Given that Trump has been skeptical over COVID-19 and even mocked Biden for always
wearing a mask at the Tuesday debate, we believe any “sympathy bump” will fade quickly.
Public approval of Trump’s handling of COVID-19 was at 42.5% approval and 56.2%
disapproval (RealClearPolitics, as of October 2, 2020).

Polls show Americans believe that Biden would do a better job handling the response to
COVID-19 than Trump by 55%-39% (Quinnipiac poll taken on September 17, 2020). The pool
of undecided voters is just under 5% and unlikely to be moved by the President’s illness.

Overall, following the raucous first debate, two national polls taken after the debate reveal a
movement towards Biden, with a YouGov poll showing Biden leading Trump by 8% (+1% from
prior poll) and a CNBC poll showing Biden leading Trump by 13% (+4% from prior poll).

What happens if Trump is temporarily incapacitated?

If Trump is unable to discharge his duties, Section 3 of the 25" Amendment to the Constitution
temporarily hands over power to the Vice President Mike Pence. This Amendment was last
invoked by President George W. Bush twice in 2002 and 2007 when he underwent a minor
medical procedure that required general anesthesia. The line of succession is clear in the
Constitution. If Vice President Pence were incapacitated for whatever reason, next in line to be
acting President would be Speaker Nancy Pelosi, then President pro tempore of the Senate
Chuck Grassley.

What happens if Trump dies or suddenly resigns before Election Day?

The Republican National Committee (RNC) will choose a replacement and that would most
likely be Vice President Pence. The RNC will then find a replacement candidate for vice
president and some of those front-runners are former UN Ambassador Nikki Haley, Secretary
of State Mike Pompeo, or Arkansas Senator Tom Cotton. This scenario has the potential to
tighten the race dramatically to a 50/50 contest.
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What happens if Biden tests positive and is unable or unwilling to run before Election
Day?

The Democratic National Committee (DNC) will select a new candidate for president and vice
president. It is most likely to choose Kamala Harris as the presidential candidate since she
has already been vetted and voted on by delegates from last summer’s convention.

She would probably have a big say on who her running mate should be. She would most likely

“In the case that the look to balance the ticket by choosing a white male with strong national security credentials.

markets enter a

deep period of Can the election be delayed?

volatility or a bear No. Federal law sets the election and changing the date would require legislation from
market, the odds of Congress. The House of Representatives simply needs a majority vote, while the Senate would
a policy stimulus need 60 votes — a tall order.

will rise

What are the market implications?

Financial markets dislike uncertainty, so Trump’s health situation is likely to cause some
volatility in the next 14 days and perhaps beyond. In the case that the markets enter a deep
period of volatility or a bear market, the odds of a fiscal stimulus will rise dramatically. This
should help settle markets. In addition, we would anticipate the Fed to step in with more asset
purchases and a more formalized forward guidance to help anchor long-term interest rates
should it need it.

dramatically.”.
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AMUNDI INVESTMENT INSIGHTS UNIT

The Amundi Investment Insights Unit (AllU) aims to transform our CIO expertise, and Amundi’s overall investment
knowledge, into actionable insights and tools tailored around investor needs. In a world where investors are exposed
to information from multiple sources we aim to become the partner of choice for the provision of regular, clear, timely,
engaging and relevant insights that can help our clients make informed investment decisions.
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Discover Amundi Investment Insights at www.amundi.com
Definitions
Ll Volatility: A statistical measure of the dispersion of returns for a given security or market index. Usually, the higher the volatility, the riskier

the security/market.

Important Information

Unless otherwise stated, all information contained in this document is from Amundi Asset Management S.A.S. and is as of 3 October 2020.
Diversification does not guarantee a profit or protect against a loss. The views expressed regarding market and economic trends are those of the
author and not necessarily Amundi Asset Management S.A.S. and are subject to change at any time based on market and other conditions, and
there can be no assurance that countries, markets or sectors will perform as expected. These views should not be relied upon as investment advice,
a security recommendation, or as an indication of trading for any Amundi product. This material does not constitute an offer or solicitation to buy or
sell any security, fund units or services. Investment involves risks, including market, political, liquidity and currency risks. Past performance is not a
guarantee or indicative of future results.
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