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The pivotal 3 November election will shape how the
USA responds to a difficult set of economic, political,
biological, and social crises.

Here we consider what the US political system is likely
to do under a Donald Trump- or Joe Biden-led single
party or divided government. Figure 1 shows, in a styl-
ized way, the direction of likely consensus forecast
changes under each scenario for gross domestic
product (GDP), inflation, and future short-term interest
rates.

We examine likelihoods and implications with special
attention to a Democratic sweep, a probable scenario
with far-reaching implications. But first we talk politics,
including the possibility of a disputed election that is
decided in state capitols or by an incomplete Supreme
Court.
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Figure 1: Stylized changes in directional forecasts under
election scenarios
Likelihood of outcome in parentheses

Source: Credit Suisse

Key points:

Democratic nominee Biden is favored but not by as wide
a margin as polls suggest. Republicans control enough



levers of power to win in a contested election and without
the popular vote.

The immediate macroeconomic implications might depend
more on whether we have a split Congress than on who



wins the presidency. The recovery ahead likely requires
legislative flexibility that will be lacking under the status
quo (Trump + Democratic House) or a Biden split (Biden
+ Republican Senate).

In a sweep, either party would pursue net fiscal stimulus.
The Democratic version would pair targeted tax hikes with
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an elaborate climate/energy spending plan. The unspeci-
fied Republican version would include tax cuts and more.

On the spectrum of inflation to deflation risks, we see a
Republican sweep as the most inflationary/reflationary



scenario and a split decision with Biden as President as
the least.

Figure 2: Presidential election national poll
% difference between Biden/Clinton vs. Trump

Source: Credit Suisse, RealClearPolitics

Stark relief: The 2020 election
If policy uncertainty can paralyze business investment deci-
sions, then few will be made before November, because this
year’s election offers contrasting outcomes the likes of which
are absent from living American memory.

It is not just Trump versus Biden, changing Democrats versus
changed Republicans. It is also filibuster or not. Gridlock or
a river of legislation. Protests are inevitable, but who will feel
most aggrieved?

The American public has cleaved into groups that do not trust
each other and, increasingly, distrust the political system itself.
Regionalism has intensified. Red states and blue states’ re-
spective prospects hang on who wins. Partisan success
matters for the distribution of spoils across businesses,
households, and color-coded states.

The world looks on, wary of America’s changing role. But
this is not about them, except that the election will be corre-
lated with events globally, shaped by them and shaping them
too. The typical American voter sees this election’s implica-
tions for foreigners as an afterthought.

In Section 1 we discuss the risks and tensions around the
election. In Section 2 we discuss scenarios and likely out-
comes. In Section 3 we discuss the platforms and what is
likely to happen in each scenario if Biden wins. Finally, in
Section 4 we consider another Trump term and make some
concluding remarks.

Section 1: Scorched earth election
Ask an American if the wrong result of this election will cause
irreparable long-term harm to the country and the likely an-
swer is yes. But which result is wrong depends on whom you
ask. The parties and the social media miasmas around them

are promoting histrionic claims. Either side would have you
believe that their opponents have been taken over by extrem-
ists.

Apocalyptic language scares the public into check writing and
online activism, which is as easy as pressing send or share.
All these tensions elevate the stakes beyond what the candi-
dates represent.

Influences that were unthinkable a short time ago are now
openly expected. Foreign meddling, misinformation cam-
paigns, conspiracy theories, concerns about the mail, and
even signs of violence are all on the list.

Democrats including former President Barack Obama have
discussed changing the Senate’s filibuster rules, which require
60 out of 100 votes for many bills to pass. If that rule falls,
one party controlling the presidency and both houses of
Congress could be presented with explosive legislative possi-
bilities. If the Democrats are considering this, then the Repub-
licans could do it too if given the opportunity. A sweep plus
filibuster change could be helpful for the economy amid un-
deremployment because it would open the stimulus spigot.
Over the long term, unforeseen consequences could follow
fiscal profligacy, but unforeseen likely means ignored in the
beltway, by those with power at least.

If there is a split decision – that is, a Trump reelection plus a
still-Democratic House of Representatives (status quo) or
Biden plus a Republican Senate (high probability scenario
according to poll data) – then the filibuster rule will likely re-
main and no legislation can get through without bipartisan
deal making. Not much legislation will occur. The “first 100
days” of a new president will present as a flurry of executive
orders. Congress’s recent failure to pass a new stimulus bill,
despite support in principle on both sides, shows how hard it
has become to pass laws on a bipartisan basis.

This raises a paradox. Split Congress or unified government
might be an even more consequential outcome then Biden
versus Trump, at least if we confine ourselves to a narrow
short-term economic domain where fiscal flexibility is impera-
tive. Our analysis below concludes that either side, given full
control, would pursue some version of net fiscal stimulus. But
with a split decision, stimulus might not be forthcoming, and
more importantly, the flexibility that makes stimulus possible
will be curtailed.

Before discussing scenarios we examine peculiarities in how
the American political system distributes power, because
these anomalies contribute to polarization and underlying
risks.

The distribution of power
The US Constitution creates structural tendencies which often
distribute power in unintuitive ways. This raises the stakes of
certain events, adding to partisan rancor and acrimony. Be-
yond Trump versus Biden, these aspects make the 2020
election a pivotal one.
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The recent passing of esteemed Supreme Court Justice
Ruth Bader Ginsburg raises the possibility of an ideologi-



cally conservative majority in the court. Republican presi-
dents have appointed ten of the past 14 justices but the
court as a body has often not been as ideological as parts
of the Republican base. President Trump could now
achieve that one-sided outcome, with generational implica-
tions for a range of governmental and societal norms.

Two senators represent 40 million Californians, while 46
others represent 40 million individuals in 23 less populous,



mostly Republican, states. In a 100-member Senate, this
accounts for the Republicans’ small majority, which is in
danger of falling in a Democratic sweep.

In the House of Representatives, the Democrats maintain
a majority following a “wave election” win in 2018. Each



state’s number of representatives is proportional to its
population, and each election occurs within congressional
districts drawn by state legislatures and often “gerryman-
dered” into weird shapes meant to advantage a party.

The Senate’s filibuster rules embed further (small c) con-
servativism in American politics, because for most non-



budgetary regulation, 60 votes rather than 100 are re-
quired. Because no party has had 60 senators in years, it
has become easy for a minority party to stay the legislative
process. But now Democrats seem poised to eliminate
the filibuster rule – should they sweep.

Each state’s number of Electoral College votes is based
on its total members of Congress1 (senators plus represen-



tatives). Smaller states thus have a small advantage.
Democrats have lost the popular vote for the presidency
only once after 1992 and yet there have been three Re-
publican victories. High concentrations of Democratic
majorities in coastal states is why. This year Biden likely
needs to win the popular vote by 3–5% to win the Electoral
College.

Each state’s popular vote determines which candidate gets
that state’s electoral college votes2. Many states vote reli-



ably for one party, so “swing states” like Florida, Pennsyl-
vania, Ohio, Michigan, Wisconsin, Arizona, and North
Carolina matter more. Polls have favored Biden in these
states. The battleground state overall average is 48.7 for
Biden versus 44.8 for Trump according to realclearpoli-
tics.com.

These realities heavily influence our scenario probabilities.
There is more to these elections than polls. Trump’s win in
2016 and various elections globally suggest that populist
candidates and causes have previously been underestimated
by polls, which of course can change quickly.

Academic research emphasizes the role of money in cam-
paigns, and some experts argue that the targeted use of well-
financed social media campaigns in 2016 is what swung
critical states in the end. Those tactics are now well known,
and recent contribution trends have seen Biden’s campaign

funding surge relative to Trump’s. For these reasons, we see
Biden as the favorite to win, but not by as much as the poll
data alone would suggest.

A contested election is a distinct possibility. This would occur
if the election were too close to call in some critical swing
states, while the overall Electoral College vote hangs in the
balance. President Trump has tried to discredit mail-in voting
and Democrats have alleged that the post office is being used
for political purposes, so mail-in votes – which will be
widespread due to the pandemic – are the most likely point
of contention, this year’s “hanging chads.”

Should the election come down to disputes over which mail-
in votes to count, decisions will be made by Secretaries of
State and election commissions. Who controls these state
bodies matters. Political pressure can suddenly rain on these
bureaucrats if the world’s attention is focused on an outcome
they can influence. Below is a table of swing states’ electoral
authorities. Democrats are well represented, and Wisconsin’s
situation is notably peculiar.

The Supreme Court can rule on the constitutionality of how
state electoral law is implemented. In Bush vs. Gore twenty
years ago, the court famously ruled 5–4 in favor of the Repub-
lican side on a party line vote. Presently the Republicans hold
a 5–3 majority, which could become 6–3 if a new justice
takes the bench with haste.

Section 2: Scenarios and probabilities
Biden is the favorite in the presidential election, although poll
data overstate his odds. We think of this election in terms of
four possible outcomes determined by Biden vs. Trump and
sweep vs. split.

Figure 20 (page 13) shows the current polls in swing states,
ranked from most Democrat-leaning to least, along with a
cumulative total of electoral votes. Arizona and Pennsylvania
are among the most likely states to put either candidate over
the 270 vote threshold to win. The table shows that these
states have tended to poll 2–3 points better for Republicans
than the national average.

We think the most likely scenario is a Democratic sweep,
which we give a probability of 40%. If Biden wins the White
House, the Democrats are likely to have achieved a 3–5%
majority in the popular vote, which will likely lead to an easy
win in the House of Representatives. Winning the Senate is
harder but is likely to go Democratic if Biden wins, especially
if he secures a 5% popular vote majority (see Figure 21 on
page 14).

The second most likely scenario is a Republican sweep (35%).
A sweep is likely if Trump wins. A Trump win could lead to a
surprising “wave election” where the Republicans win back
the House. In recent elections, the House has had a structural
edge for Republicans (Figure 3). In the 2018 midterms,
Democratic candidates outperformed Republicans by 8.7%
nationally, but in the median race Democrats won by just
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4.8%. Thus Democrats need a large margin to avoid losing
many seats. The House is likely to go to the party that wins
the presidency.

Summing the probabilities above, we see a 75% probability
of one-party control. This is very important, as it implies an
open field for legislation.

The third most likely scenario (20%) is a Biden win while the
Republicans retain the Senate. In this gridlock scenario, Biden
would use regulation and executive orders extensively, but
his ability to redirect the country would be limited and fiscal
stimulus in any form would be unlikely. We once considered
this to be our base case, but we now think that the
Democrats’ chances of a sweep given a Biden victory have
risen substantially.

The fourth most likely scenario is a Republican win with the
Democrats retaining the House (5%). This is the status quo
and as recent events have shown it can lead to gridlock.

Figure 3: Republicans have an advantage in House of
Representatives elections, which widened after 2010.
Outcome of House elections versus national popular vote

Source: Credit Suisse

Section 3 – President Biden
We now consider a Biden presidency under three distinct
scenarios:

1. President Biden + mixed Congress (most likely Repub-
lican control of the Senate).



2. President Biden + Democratic Congress but no change
to the filibuster rule



3. President Biden + Democratic Congress with a change
to the filibuster



Scenario 1 would see the least legislative change and Scenar-
io 3 would see the most.

There are some things that can change in any scenario. The
president can often change federal regulations, foreign policy,
and trade policy without congressional involvement. Recently,
the executive branch has played a large role in many aspects
of immigration policy.

Legislation as opposed to regulations and executive orders
require Congress and therefore its composition matters as
much as who the president is. Tax policy, health care, and
any major spending packages need to pass both houses of
Congress.

Senate filibusters can block legislation if the majority party
lacks 60 votes, which will usually be the case in the first two
scenarios above. Neither party will have a filibuster-proof
majority. A legislative process called budget reconciliation al-
lows bills on spending, revenue, and the debt limit to avoid a
filibuster. The 2017 Tax Cuts and Jobs Act (Trump tax cuts)
was passed under the budget reconciliation process. Biden
could likewise change tax rates even without a filibuster
change.

Democrats could choose to eliminate the filibuster rule alto-
gether. In addition to the budget reconciliation exception, fili-
buster limitations have been applied selectively to lower court
appointments under Obama and Supreme Court appointments
under Trump. Prominent Democrats including many moder-
ates are openly discussing getting rid of the filibuster altogeth-
er.

If Biden wins and Republicans hold the Senate…
…we would not expect much legislation to pass. The new
administration would still be able to implement policies on fi-
nancial regulation, environmental rules, and trade. A near-
term fiscal stimulus, along the lines of the USD 1–1.5 trillion
package with state aid and expanded unemployment benefits
might be possible after the election if it does not pass before
the election. But even this would be unlikely without extreme
pressure due to real world economic troubles. Our base case
is no stimulus.

Financial regulation
Biden’s campaign website does not have detailed policy pro-
posals on financial regulation, but the Democratic Party’s
platform contains proposals aimed at reversing some of the
deregulatory moves by the Trump administration. It calls for
strengthening the Obama Administration’s Dodd-Frank finan-
cial reform law, including the Volcker Rule, supporting Glass-
Steagall (the separation of investment banking and traditional
banking), creating a public credit reporting agency, and rein-
vigorating the Consumer Financial Protection Bureau (CFPB).
It also proposes to revisit and repeal sections of existing
bankruptcy law that frequently lead to debtors losing their
homes, and to give bankruptcy judges the authority to “cram
down,” or modify, mortgages for primary residences during
bankruptcy proceedings.

Although there will be stricter regulations for the banking
sector under Biden (via executive orders), we expect the
scope to be limited. The pandemic has demonstrated the re-
siliency of banks under the existing Basel III/Dodd-Frank
framework and a Biden administration would likely resist calls
from progressives for deeper changes. A modified Glass-
Steagall would require legislation, and that would face push-
back from moderate Democrats and lack the Republican
support needed to overcome a filibuster. The relaxation of
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liquidity and capital rules due to the pandemic is likely to
continue, including the exemption of reserves and Treasuries
from the calculation of the supplementary leverage ratio.

Democrats would likely focus on consumer protection and
retail banking. Strengthening CFPB enforcement and pursuing
rulemaking on auto lending, payday lending, and student loans
would be at the top of the list. If Senator Elizabeth Warren,
a staunch supporter of tougher financial regulation, is tapped
to be the US Securities and Exchange Commission (SEC)
chairwoman or Treasury Secretary, we would expect signifi-
cant scrutiny of non-bank institutions such as private equity.

Environmental regulation
President Biden would reverse President Trump’s environmen-
tal regulatory changes. Biden targets an elimination of carbon
emissions for the electricity sector by 2035. He would
recommit the US to the Paris Agreement on climate change.

According to the New York Times, the Trump administration
has repealed or weakened at least 100 environmental regu-
lations. These include fuel economy standards, California’s
authority to set its own emissions standards and electric vehi-
cle mandates, and rules on gas leaks for drillers and landfills.

The recent article3 says “Assuming these Trump administration
policies go forward as planned and survive legal challenges,
the United States will emit the equivalent of an extra 1.8 billion
tons of carbon dioxide between now and 2035, the Rhodium
Group estimated. That’s more than Germany, Britain and
Canada together emitted from energy use in 2018.”

One contentious issue on Biden’s environmental proposals
surrounds the ban on fracking, an oil and gas extraction
method that has enabled a surge in US production in the past
decade. Biden does not intend to ban fracking. His proposals
would ban new oil and gas projects on federal lands, but not
on private lands, where the nation’s oil and gas boom has
mostly occurred.

Biden’s energy and environment agenda requires legislation,
which we consider below in a section on a Democratic sweep
plus filibuster elimination.

Trade policy
Biden criticizes Trump’s trade tactics but is not in principle
against moving tariffs. Trade policy would likely be conducted
with a more multilateral approach, but we would not expect
Biden to immediately return tariffs or the broad US-China
trade relationship to the 2016 status quo.

Biden agrees with an emerging bipartisan consensus that it
is important to counter China’s trade practices. His platform
stresses enforcement of rules against currency manipulation
and subsidies to state-owned companies. He accuses China
of intellectual property theft and industrial espionage.

Biden’s trade policy would be less unpredictable than Trump’s.
This would reduce policy uncertainty. We would not expect
surprise tariff announcements or frequent negotiating “dead-
lines.” Biden would focus much less on the bilateral trade
deficits than Trump has. This would make it harder for China
to make superficial concessions in trade negotiations (e.g.
increasing agricultural purchases), but easier for them to judge
US intentions.

Immigration
A Biden administration would reverse President Trump’s ex-
ecutive orders restricting immigration. He would end Trump’s
national-emergency declaration used to build the border wall,
reinstate the DACA program to allow some undocumented
immigrants to stay in the US lawfully, and rescind the travel
ban on many Muslim-majority countries. Biden proposes to
increase the number of employment-based immigration visas
and triple the number of visas granted to victims of human
trafficking. He has proposed raising refugee admissions.

The contribution to US growth from net immigration has been
stable, but is not expected to accelerate. The number of
people obtaining legal permanent resident status in the USA
has steadily diminished since 2006 (Figure 4). Similarly, the
number of unauthorized immigrants in the labor force peaked
at 8.2 million (5.4% of the labor force) following the Great
Recession, reflecting the USA’s relative loss of attractiveness
as a destination and tougher enforcement at the border.

Figure 4: The number of people obtaining legal permanent
resident status in the USA has steadily diminished since
2006

Source: Credit Suisse, Department of Homeland Security

Figure 5: The number of unauthorized immigrants in the
labor force has peaked at 8.2 million (5.4% of the labor
force) following the Great Recession

Source: Credit Suisse, Pew Research Center based on US Census Bureau data
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Monetary policy
Jerome Powell’s term as Chair of the Federal Open Market
Committee (FOMC) ends in February 2022. There is little in
Powell’s performance that is likely to be objectionable from
President Biden’s perspective, despite Powell’s having been
appointed Chair by President Trump.

However, Powell has had a long successful career in the
private sector and the US Federal Reserve (Fed), and could
choose not to seek another term. For his part, Biden might
prefer another candidate. In general, we expect Biden to view
the Fed seat similarly to how presidents have in recent years.
We do not think he would be looking for a revolutionary, MMT
(Modern Monetary Theory) guru, disbeliever in policy indepen-
dence, or gold bug. Expect the “same old Fed” under Biden.
Circumstances are extraordinary but we do not think Biden
would push for a Fed leadership with a new approach.

Randal Quarles’ term as the Vice Chairman for Financial Su-
pervision expires in October 2021. It is reasonable to expect
him to step down at that time, based on the often abbreviated
tenure of Fed governors. The Financial Supervision role is an
important one for financial regulation, so a change would give
Biden the opportunity to align his regulatory views with the
Fed’s leadership.

If Biden wins and the Democrats control both houses
of Congress but do not change the filibuster rule…
…then the legislative possibilities will be limited. The changes
in the section above to financial, environmental, trade, and
immigration policy would likely occur. The main additional
change would be that the centerpiece of Biden’s agenda –
tax reform – would likely pass through budget reconciliation.

Biden’s tax proposals raise significant revenue, but most of
this is earmarked for plans that raise spending. In our view,
his plan is a good indication of his priorities – progressive tax
changes, and rolling back Trump’s corporate tax cuts. How-
ever, the specific amount of revenue targeted will be flexible
and depend on other legislation and the state of the economic
recovery. Tax hikes for their own sake are unlikely to be a
priority early on, especially if the unemployment rate remains
elevated. Instead, getting something like the recently stalled
stimulus bill (unemployment changes, aid to states) would be
a higher priority.

Tax policy
Biden has proposed comprehensive tax changes that would
raise individual taxes for the highest earners and the marginal
tax rate for corporations. These proposals would partially re-
verse the tax cuts that the Trump administration passed into
law in 2017.

According to analyses from four prominent tax think tanks
(Figure 6), these proposals would raise between USD 3.3
trillion and USD 3.7 trillion (1.3%–1.4% of GDP per year)
over a decade if enacted in full starting in 2021. This amounts
to an almost 10% increase in revenue relative to the current
baseline. Using dynamic budget scoring (that attempts to

quantify the macroeconomic impact of a policy change
through wages, income, employment, etc.) the same analyses
find that Biden’s tax policy would raise between USD 2.7
trillion and USD 3.1 trillion of revenue, or 1.0%–1.2% of
GDP per year. This is a revenue increase of around 7% rela-
tive to the baseline.

More than half of the increased revenue would come from
higher individual taxes, with the rest coming from higher cor-
porate taxes (Figure 7).

Figure 6: Revenue impact of the Biden tax plan – total vs.
dynamic scoring
USD bn, 2021–2030

Source: Credit Suisse, Penn Wharton Budget Model (PWBM), Tax Foundation (TF),

American Enterprise Institute (AEI),Tax Policy Center (TPC)

Figure 7: Revenue impact of the Biden tax plan – more
than half of the increased revenue would come from
higher individual taxes, with the rest coming from higher
corporate taxes
USD bn, 2021–2030

Source: Credit Suisse, Penn Wharton Budget Model (PWBM), Tax Foundation (TF),

American Enterprise Institute (AEI),Tax Policy Center (TPC)

On individual taxes, Biden’s plan would make the tax code
more progressive, with the direct tax increases falling on high-
income households. His plan would:

Reverse Trump’s 2017 cut to the top tax rate on ordinary
income (to 39.6% from 37%).



Tax capital gains and dividends as ordinary income for in-
come above USD 1 million (up to 39.6% from 23.8%).



Subject earnings over USD 400,000 to the 12.4% Social
Security payroll tax.
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Phase out the small business income deduction above
USD 400,000.



Cap itemized deductions for those in tax brackets higher
than 28%.



The four tax models estimate that under the Biden plan, after-
tax income for the top quintile of households would fall by
2.3%-5.7% in 2021, mostly driven by a 13.0%-17.8% de-
crease for the top 1% of earners. In contrast, those in the
bottom four income quintiles are likely to see their after-tax
income shrink by just 0.2%-0.6%. Importantly, in their models
these increases in tax burdens are not due to direct individual
taxes but rather indirect effects of higher corporate taxes,
which are assumed to be partially paid for by workers.

A large increase in taxes would reduce household spending,
but the impact would be limited if most of the burden falls on
high earners. These households tend to have higher savings
rates and their spending is less sensitive to cashflows than
lower-income groups (Figure 9).

Figure 8: Distributional impact of the Biden tax plan
% change in 2021 after-tax income, by income quintile

Source: Credit Suisse, Penn Wharton Budget Model (PWBM), Tax Foundation (TF),

American Enterprise Institute (AEI),Tax Policy Center (TPC)

Figure 9: Consumer spending as a % of pre-tax income
for different income groups
Data for 2019

Source: Credit Suisse, Bureau of Labor Statistics

On corporate taxes, Biden’s proposals would:

Raise the corporate tax rate to 28% from 21%, partially
reversing the Trump tax cuts in 2017, which lowered rates
from 35%.



Focus on tax collection and tax avoidance, including a 15%
alternative minimum tax on large firms with book profits of



USD 100 million or greater, and doubling the existing
minimum tax on profits earned by foreign subsidiaries of
US firms to 21%.

Eliminate fossil fuel subsidies and reestablish renewable
energy-related tax credits and deductions.



Eliminate real estate tax loopholes.

Higher corporate taxes are likely to dampen asset prices and,
on the margin, should decrease business investment. Howev-
er, changes in tax rates often have only small effects on
volatile short-term business investment, especially compared
with measures such as bonus depreciation provisions. Under
the alternative minimum tax proposal, accelerated depreciation
deductions and bonus depreciation (full expensing of capital
equipment) for investments, which were added to the tax
code under Trump, would not be allowed. This implies a
higher marginal cost for business investment. However, given
the likely (weak) state of the economy in 2021, such corpo-
rate tax hikes would not be a policy priority. Uncertainty re-
garding the path of COVID-19, vaccine development, and
consumer demand will be far more important in determining
the capital expenditure outlook than potential tax regulation.

Education
Biden’s education proposals include expanding income-driven
repayment plans for student loans, payment cuts, loan forgive-
ness after 20 years, and tuition-free community and public
colleges for low-income families. His plan stops short of large-
scale student debt cancellations proposed by progressive
Democrats, or the USD10,000 per borrower loan forgiveness
passed in the House Democrats’ HEROES Act, their opening
bid to further fiscal stimulus negotiations.

There is a legal grey area about what can be achieved in this
domain without Congress. The law provides for a broad
“compromise and settlement” authority to the Department of
Education to renegotiate debts. Current law gives the Secre-
tary of Education clear authority to act4.

Student loans have increased steadily over the past two
decades and now exceed USD 1.5 trillion, or nearly 9% of
disposable personal income. Since the 2008–09 recession,
student loans have witnessed the highest delinquency rates
among major types of household debt (Figure 11), and the
actual student loan delinquency rate (of loans that are in the
repayment cycle) is likely twice as high as reported – before
the pandemic, about half of student loans were in deferment,
in grace periods, or in income-driven forbearance and there-
fore not in the repayment cycle.

Consolidating student loan repayment plans has been one
area of agreement between Trump and Biden. In response
to the pandemic, the Trump administration, through the
CARES Act and subsequent executive orders, have extended
deferrals on federal student loan payments and zero interest
rate through the end of the year.
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The Biden proposals would automatically enroll new and ex-
isting student loan borrowers in income-driven repayment
plans. Currently, around 30% of undergraduate student loans
and 50% of graduate student loans are in income-driven re-
payment plans as opposed to fixed-payment plans (Figure
12). According to the CBO’s assessment, borrowers in in-
come-driven repayment plans take out larger loans and have
less income, on average, than borrowers in fixed-payment
plans. A shift to this plan should reduce payment burdens for
many borrowers.

Biden would cut payments on undergraduate federal student
loans so borrowers will pay 5% of their discretionary income
over USD25,000 toward their loans. Currently, monthly pay-
ments are 10%, 15% or 20% of discretionary income, de-
pending on the specific plan. After 20 years, instead of 20
or 25 years under current law, the remainder of the loans will
be 100% forgiven, and the forgiveness amount will not be
included in a borrower’s taxable income. Biden’s proposal
would also allow discharges of student loans in bankruptcy.

Figure 10: Growth in student loans

Source: Credit Suisse, NY Fed

Figure 11: Delinquency rate

Source: Credit Suisse, NY Fed

Figure 12: Student loans by type of repayment plan

Source: Credit Suisse, Congressional Budget Office, using data from the Department

of Education’s National Student Loan Data System.

If Biden wins, Democrats sweep Congress, and elimi-
nate the filibuster…
… Democrats would be able to pass significant legislation
into law. Even major initiatives like adding new states
(Washington D.C. and Puerto Rico), additional Supreme Court
justices, and other changes designed to influence some of
the power dynamics discussed above could occur. In an era
of norm breaking, one should remain open-minded about the
possibilities under one party rule.

Healthcare
Biden’s health care proposals would increase consumer
spending on health-insurance coverage. Despite the positive
macroeconomic impact, the effect on earnings for health care
industries would be largely negative.

In the Democratic Primary, Biden pushed against proposals
to overhaul the US health care system. Instead, he proposed
to expand and extend the Affordable Care Act (ACA) passed
under President Obama. The government’s footprint in the
health care industry would increase, but the current patchwork
system of government programs and employer-provided insur-
ance would remain intact.

Biden’s plan focuses on three main proposals to expand
health coverage. First, for people who obtain insurance
through the individual market, there would be a new public
option to compete with private plans. Second, there would
be an expansion of tax credits for low- and middle-income
households that don’t receive coverage through an employer.
Third, free access to the public option plan would be provided
for low-income households in states that refused the Medicaid
expansion under the ACA.

These proposals are incremental and would leave the current
status quo in place for most households. The focus is on im-
proving the individual insurance market, which is a small part
of the overall health-coverage landscape. Currently, only
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around 15% of insured individuals have a private non-employ-
er plan. The push to expand Medicaid would improve cover-
age, but only in the 12 states which refused the original ex-
pansion.

Biden also has several targeted proposals aimed at reducing
health care costs. He would impose limits on “surprise billing”
(where a patient is not informed that a specialist is not covered
by their insurance), and use existing antitrust authority to
target market concentration. He has also proposed allowing
Medicare to negotiate prescription drug prices.

From a macroeconomic perspective, this should have a small
but significant impact on GDP growth. Unsurprisingly, when
people obtain health insurance, they tend to use it, leading
to a boost in spending for health care services. After the full
implementation of the ACA in 2014, the number of uninsured
households fell sharply, and this coincided with a sustained
pickup in consumer spending on health care – boosting GDP
by around 50 bps in 2014–15.

Figure 13: Insurance coverage increased under Affordable
Care Act, but there is room for further expansion
US persons without health insurance (%)

Source: Credit Suisse, US Census Bureau

Figure 14: Health care spending increased in 2014–15,
adding around 50 bps to GDP growth
Contribution to GDP (%, 4q moving average), chart ends in 2019
to exclude COVID-related volatility

Source: Credit Suisse, Bureau of Economic Analysis

Household balance sheets stand likely to benefit from a more
affordable and predictable health care system. Unexpected
medical bills are a major source of financial stress for house-
holds and according to a Federal Reserve survey, 18% of
adults had unpaid medical debt in 2019.

For the healthcare industry, the net impact is likely to be mixed
but broadly negative. Health coverage and utilization would
go up, but the public insurance option will be directly compet-
ing with private providers, so if it is designed to have broad
take-up that will put pressure on insurers. Public insurance
tends to be better at negotiating with medical providers, so
a bigger footprint for public coverage and empowering Medi-
care to negotiate with drug companies can also pressure in-
dustry margins.

Environment and infrastructure
Biden proposes a four-year, USD 2 trillion plan to invest in
infrastructure and clean energy, and to eliminate electricity
sector emissions by 2035. In theory, parts of this could occur
in a budget reconciliation bill in the “no filibuster change”
scenario above. But the ambition of the overall program sug-
gests that it is most likely in a sweep plus filibuster change
scenario.

The infrastructure and clean energy plan is equivalent to 2.4%
of GDP per year of fiscal (spending) stimulus. This federal
spending program could leverage private sector and state
and local contributions, so investment could total to more than
USD 5 trillion. This spending is supposed to be paid for with
a mix of tax increases on businesses and the wealthy (details
of those taxes are above), as well as stimulus spending related
to the pandemic.

In 2019, US annual energy consumption from renewable
sources exceeded coal consumption for the first time since
before 1885, according to the Energy Information Administra-
tion (EIA). This outcome mainly reflects the continued decline
in the amount of coal used for electricity generation over the
past decade, as well as growth in renewable energy, mostly
from wind and solar.

Figure 15: Primary energy consumption by source
Quadrillion British thermal units

Source: Credit Suisse, EIA

Infrastructure investment is urgently needed in the USA. The
share of the economy represented by public investment has
recently fallen to its lowest level since the 1960s, and the
age of the government capital stock keeps rising to new highs
(Figure 16 and 17).
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The need to boost infrastructure spending is one of the few
issues on which Trump and Biden agree. However,
Democrats and Republicans have very different ideas on what
should be done and how spending should be financed. The
Trump administration has called for an “infrastructure plan”
several times in the past four years, and Democrats have
unveiled various policy proposals, but progress has been lim-
ited.

Biden’s proposals serve both as an economic stimulus and
an environmental initiative. While some changes could be
made through executive actions, other proposals would likely
require Congressional approval.

Specifically, in addition to a four-year USD 2 trillion investment
and a target to achieve net zero emissions by 2035, Biden’s
plan would recommit the US to the Paris Agreement on cli-
mate change, reinstate the solar investment tax credit, invest
in infrastructure to facilitate the adoption of electric cars,
support building high-speed rail and electrifying the rail sys-
tem, and expand “Buy American” requirements in federally-
funded projects.

The macroeconomic impact of infrastructure spending de-
pends crucially on how the investment is financed and where
the economy is in the business cycle. Economic theory and
empirical research suggest if infrastructure investment is made
during economic downturns, the impact on GDP will be larger.
Interest rates are likely to stay near the zero lower bound in
the next couple of years, limiting the “crowding out” of private
investment and making the stimulus more effective.

One recent paper estimates the impact of public investment
could be about 1.5 times larger during a recession than during
an expansion, suggesting a 1% increase in public investment
would boost economic output by 3.4% during a recession
and about 2.3% during an expansion. A recent article by the
International Monetary Fund (IMF) suggested a similarly large
difference on GDP from fiscal policy at different points in the
business cycle – during a recession, an increase in investment
spending of 1 percentage point of GDP would potentially in-
crease economic output by 1.5% in the first year and by 3%
after four years, whereas there was no significant change in
short-term output when public investments were made during
an expansion.

Although infrastructure investment will have a larger impact
on growth during economic downturns, their impact is less
immediate than other types of government stimulus spending
such as cash transfers to households. Many infrastructure
projects take an extended period of time to be implemented,
as projects have to be selected and funds have to be distribut-
ed.

Ultimately, this energy and infrastructure plan represents long-
term stimulus and spending. If this plan plus tax hikes were
the centerpiece of Biden’s first 100 days, it might do little to
help the short-term economic outlook. Therefore we believe
passing a stimulus bill similar to what has been discussed in

recent months (unemployment extension and reform, aid to
states, etc.) would likely be the immediate priority, as well as
targeted forms of spending that could hit the economy
sooner.

Figure 16: The share of the economy represented by
public investment has recently fallen to its lowest level
since the 1960s

Source: Credit Suisse

Figure 17: The age of the government capital stock keeps
rising to new highs
years

Source: Credit Suisse, BEA

Section 4: Trump
If Trump is reelected it is likely that Republicans will control
both houses of Congress. Thus they would be able to pursue
their legislative priorities. However, the example of Trump’s
first term – and the absence of detailed platform literature –
makes us skeptical that his administration would pass far
reaching legislation ambitious. For these reasons we will
simply discuss certain categories of policy for Trump’s second
term, rather than break it into scenarios as we did for Biden.

The 2017 tax bill was a significant accomplishment, but oth-
erwise little legislation emerged in two years of unified govern-
ment in the first part of Trump’s presidency. A brief attempt
to repeal the Affordable Care Act could not pass the Repub-
lican-controlled Senate in summer 2017. Expectations for a
high-profile infrastructure package have not materialized.

Policy in Trump’s first term was heavily focused on trade and
regulations, where the president has more unilateral authority.
We would expect this pattern to continue in a second term.

Economics Alert | 25/09/2020, 14:26, UTC 10



Policy details are lacking from the Trump campaign, but in
contrast to tax hikes under the Biden plan, Trump has pro-
posed making permanent payroll tax cuts while keeping the
rest of the tax code unchanged.

His positions on financial regulation, health care, environment,
and immigration are all drastically different from the Biden
proposals.

On financial regulation, he has also proposed to continue
loosening regulatory burdens on banks and non-bank lenders,
and remove Fannie Mae and Freddie Mac from conservator-
ship.

Trump would seek to roll back Obamacare regulations, al-
though this looks unlikely as he was not able to achieve it
with a unified government in his first two years.

In contrast to Biden, Trump has proposed to spend USD 1
trillion on infrastructure projects, expand domestic production
of oil and gas on public lands, and complete the remaining
deregulatory agenda on environmental and land use policies.

Under a Trump presidency, restrictive immigration policy will
continue, and he continues to look for increased spending
on border wall construction.

One area where Trump and Biden share some similarities is
student loan reform. Trump proposes to consolidate all in-
come-driven repayment plans into one plan and under this
proposal, monthly payments would be 12.5% of a borrower’s
discretionary income, higher than Biden’s 5% proposal. His
plan offers more generous forgiveness terms, where under-
graduate borrowers would be eligible to receive student loan
forgiveness after 15 years (20 years under Biden). But similar
to Biden, his plan does not call for outright student debt
cancellations.

Monetary policy
President Trump is likely satisfied with Powell’s recent perfor-
mance as Fed Chair. The question of whether Powell would
get another term after February 2022 would likely depend
on how the economy is doing at that time and also on Powell’s
personal choice.

Recently, Judy Shelton was denied a Fed Governor seat by
the Republican-held Senate. In a Republican sweep, Trump’s
influence on the Senate early on would likely rise, increasing
the possibility that he can get his appointees through. Over
time though, that power would erode, as its tend to do later
in a second-term president’s tenure.

In general, Trump, a self-described “low rates person,” would
likely continue to favor low rates in his second term, and more
fiscal stimulus too. In the Republican sweep scenario, light
regulation, easy fiscal policy, easy monetary policy, and a re-
covery from the pandemic might all line up to generate infla-

tionary pressures. We see the Republican sweep scenario as
the most likely to generate inflation among all those outcomes
we have considered.

Trade policy
President Trump would likely continue to use tariffs as a point
of leverage in negotiations with foreign countries, and espe-
cially with China. However, returning the US economy to full
employment would need to be his major focus in a second
term, and a quick tariff reduction after the election would be
one way Trump could deliver an early surprise that is positive
for global and US growth. He could always reverse this later,
but in our view this is one surprise that might follow the
election. More unpredictability is to come in trade policy in
Trump’s second term, but this is a guess on our part.

Infrastructure
The case for fiscal stimulus will be strong in 2021, and Trump
is likely to pursue stimulus measures, especially if the Repub-
licans control both houses of Congress. Trump has long fa-
vored an extensive infrastructure stimulus, but failure to agree
with Democrats on details and with some Republicans on
whether this is even needed has stopped it from happening.
A politically revived Trump would likely push hard for a pack-
age, and so long as Republicans hold each house in
Congress, he would likely get it. We can put no numbers on
this currently as no specific plan is available to analyze.

We do expect congressional Democrats to assume a recalci-
trant position in a second Trump term, denying him legislative
victories when they can. Democrats have been broadly in favor
of getting something done on infrastructure, but we doubt a
deal could be reached if they have a majority in either house.

Conclusion
President Trump is a norm breaker and this is a norm breaking
time in US politics. We have argued that major changes are
ahead, and a Republican sweep, a Democratic sweep, and
a split Congress situation all present hugely different scenarios
for the US outlook. Whatever happens in November, 2020
will end as a year of lasting change.

We have not discussed foreign policy in our candidate-focused
sections above, but here too is an area of major differences.
US popular support for America’s historical interventionist
role in global affairs has diminished. This is clearer on the
Republican side, but Democrats who are strongly opposed
to recent wars in the Middle East often agree. Biden is by no
means an isolationist, but behind him is a country that has
stepped toward isolationism, and so US foreign policy cannot
truly return to the pre-Trump regime.

Relations with China are one clear example of this. Bipartisan
criticism of China reached deafening levels in recent years,
and candidates Biden and Trump are competing to demon-
strate that they are tougher on the rising power. Expect a
Biden administration to make very different tactical choices
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than Trump’s when it comes to China, but expect a tough
posture nonetheless, with a focus on trade, property rights,
influence in other countries, and human rights.

Relations with Russia and with Middle East powers are also
set to pivot under a Biden administration. Recent tough words
between the UK government and candidate Biden over Ire-
land’s status in the Brexit negotiations shows that Biden pri-
oritizes being heard and influencing events abroad. How US
leadership is perceived abroad has clearly changed of late,
and whether old bonds will hold is an interesting question, in
a world where many alliances seem likely to shift.

We have largely focused on the short-term economic impacts
of the main scenarios. But there is more at stake than that.
Investors should be aware that even if campaign rhetoric often
soars to extremes, this time the consequences really are far-
reaching.
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Figure 18: Summary of potential outcomes

Source: Credit Suisse
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Figure 19: Election officials in swing states

Source: Credit Suisse

Figure 20: Key races in the presidential election
Tipping-point races are highlighted in purple

Source: Credit Suisse, Realclearpolitics.com
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Figure 21: Key Senate Races
Tipping point races are highlighted in purple

Source: Credit Suisse, Realclearpolitics.com
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Glossary

Risk warnings

Emerging markets are located in countries that possess one or more of the following characteristics: a certain degree of political
instability, relatively unpredictable financial markets and economic growth patterns, a financial market that is still at the development
stage or a weak economy. Emerging market investments usually result in higher risks as a result of political, economic, credit,
exchange rate, market liquidity, legal, settlement, market, shareholder and creditor risks.

Emerging markets

Regardless of structure, hedge funds are not limited to any particular investment discipline or trading strategy, and seek to
profit in all kinds of markets by using leverage, derivative instruments and speculative investment strategies that may increase
the risk of investment loss.

Hedge funds

Commodity transactions carry a high degree of risk and may not be suitable for many private investors. The extent of loss due
to market movements can be substantial or even result in a total loss.

Commodity investments

Investors in real estate are exposed to liquidity, foreign currency and other risks, including cyclical risk, rental and local market
risk as well as environmental risk, and changes to the legal situation.

Real estate

Investments in foreign currencies involve the additional risk that the foreign currency might lose value against the investor’s
reference currency.

Currency risks

Equities are subject to market forces and hence fluctuations in value, which are not entirely predictable.Equity risk

Financial markets rise and fall based on economic conditions, inflationary pressures, world news and business-specific reports.
While trends may be detected over time, it can be difficult to predict the direction of the market and individual stocks. This
variability puts stock investments at risk of losing value.

Market risk

High Yield Bonds are typically rated below investment grade or are unrated and as such are often subject to a higher risk of
issuer default.

High Yield bond risk

Perpetual Bonds have no maturity date and therefore the Interest pay-out depends on the viability of the issuer in the very long
term.

Perpetual Bond risk

In case of liquidation of the issuer, investors can only get back the principal after other senior creditors are paid.Subordinated Bond risk

Investors would face uncertainty over the amount and time of the interest payments to be received.Risk of Bonds with variable/ deferral of interest terms

Investors face reinvestment risk when the issuer exercises its right to redeem the bond before it matures.Callable bond risk

Investors would not have a definite schedule of principal repayment.Risk of Bonds with extendable maturity date

Investors are subject to both equity and bond investment risk.Convertible or exchangeable bond risk

The bond may be written-off fully or partially or converted to common stock on the occurrence of a trigger event.Cocos risk

Explanation of indices frequently used in reports

CommentIndex

S&P/ASX 200 is an Australian market-capitalization-weighted and float-adjusted stock index calculated by Standard and Poor's.Australia S&P/ASX 200

The US Corporate High Yield Index measures USD-denominated, non-investment grade, fixed-rate and taxable corporate
bonds. The index is calculated by Barclays.

BC High Yield Corp USD

The Euro Corporate Index tracks the fixed-rate, investment-grade, euro-denominated corporate bond market. The index includes
issues that meet specified maturity, liquidity and quality requirements. The index is calculated by Barclays.

BC High Yield Pan EUR

The US Corporate Index tracks the fixed-rate, investment-grade, dollar-denominated corporate bond market. The index includes
both US and non-US issues that meet specified maturity, liquidity and quality requirements. The index is calculated by Barclays.

BC IG Corporate EUR

The IG Financials Index tracks the fixed-rate, investment-grade, dollar-denominated financials bond market. The index includes
both US and non-US issues that meet specified maturity, liquidity and quality requirements. The index is calculated by Barclays.

BC IG Corporate USD

The S&P/TSX composite index is the Canadian equivalent of the S&P 500 Index in the USA. The index contains the largest
stocks traded on the Toronto Stock Exchange.

Canada S&P/TSX comp

Consumer Confidence Indices (CCIs) are based on surveys of consumers' spending intentions and economic situations, as well
as their concerns and expectations for the immediate future.

Consumer Confidence Indices

The Credit Suisse Hedge Fund Index is compiled by Credit Suisse Hedge Index LLC. It is an asset-weighted hedge fund index
and includes only funds, as opposed to separate accounts. The index reflects performance net of all hedge fund component
performance fees and expenses.

CS Hedge Fund Index

The Liquid Swiss Index ex govt CHF is a market-capitalized bond index representing the most liquid and tradable portion of the
Swiss bond market excluding Swiss government bonds. The index is calculated by Credit Suisse.

CS LSI ex govt CHF

The German Stock Index stock represents 30 of the largest and most liquid German companies that trade on the Frankfurt
Exchange.

DAX

A measure of the value of the US dollar relative to the majority of its most important trading partners. The US Dollar Index is
similar to other trade-weighted indices, which also use the exchange rates from the same major currencies.

DXY

Eurostoxx 50 is a market-capitalization-weighted stock index of 50 leading blue-chip companies in the Eurozone.Eurostoxx 50

The FTSE EPRA/NAREIT Global Real Estate Index Series is designed to represent general trends in eligible real estate equities
worldwide.

FTSE EPRA/NAREIT Global Real Estate Index Series

The Hedge Fund Barometer is a proprietary Credit Suisse scoring tool that measures market conditions for hedge fund strategies.
It comprises four components: liquidity, volatility; systemic risks and business cycle.

Hedge Fund Barometer

TOPIX, also known as the Tokyo Stock Price Index, tracks all large Japanese companies listed in the stock exchange's "first
section." The index calculation excludes temporary issues and preferred stocks.

Japan Topix

The Emerging Market Bond Index Plus tracks the total return of hard-currency sovereign bonds across the most liquid emerging
markets. The index encompasses US-denominated Brady bonds (dollar-denominated bonds issued by Latin American countries),
loans and Eurobonds.

JPM EM hard curr. USD

The JPMorgan Government Bond Index tracks local currency bonds issued by emerging market governments across the most
accessible markets for international investors.

JPM EM local curr. hedg. USD
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The MSCI All Country Asia Pacific Index captures large and mid cap representation across 5 developed market countries and
8 emerging markets countries in the Asia Pacific region. With 1,000 constituents, the index covers approximately 85% of the
free float-adjusted market capitalization in each country.

MSCI AC Asia/Pacific

The MSCI All Country World Index captures large and mid cap representation across 23 developed markets and 23 emerging
market countries. With roughly 2480 constituents, the index covers around 85% of the global investable equity opportunity set.

MSCI AC World

MSCI Emerging Markets is a free-float-weighted Index designed to measure equity market performance in global emerging
markets. The index is developed and calculated by Morgan Stanley Capital International.

MSCI Emerging Markets

The MSCI EMU Index (European Economic and Monetary Union) captures large and mid cap representation across the 10
Developed Markets countries in the EMU. With 237 constituents, the index covers approximately 85% of the free float-adjusted
market capitalization of the EMU.

MSCI EMU

The MSCI Europe Index captures large and mid cap representation across 15 developed markets countries in Europe. With
442 constituents, the index covers approximately 85% of the free float-adjusted market capitalization across the European
developed markets equity universe.

MSCI Europe

The MSCI United Kingdom Index is designed to measure the performance of the large and mid cap segments of the UK market.
With 111 constituents, the index covers approximately 85% of the free float-adjusted market capitalization in the UK.

MSCI UK

MSCI World is an index of global equity markets developed and calculated by Morgan Stanley Capital International. Calculations
are based on closing prices with dividends reinvested.

MSCI World

OECD Composite Leading Indicators (CLIs) are designed to provide early signals of turning points in business cycles with
components that measure early stages of production, respond to changes in economic activity, and are sensitive to expectations
of future activity.

OECD Composite Leading Indicators

Purchasing Managers' Indices (PMIs) are economic indicators derived from monthly surveys of private-sector companies. The
two principal producers of PMIs are Markit Group, which conducts PMIs for over 30 countries worldwide, and the Institute for
Supply Management (ISM), which conducts PMIs for the United States. The indices include additional sub-indices for manufac-
turing surveys such as new orders, employment, exports, stocks of raw materials and finished goods, prices of inputs and finished
goods, and services.

Purchasing Managers' Indices

The Russell 1000 Growth Index measures the performance of the large-cap growth segment of the US equity universe based
on 1000 large-cap companies with higher price-to-book ratios and higher forecast growth values.

Russell 1000 Growth Index

The Russell 1000 Index is a stock market index that represents the highest-ranking 1,000 stocks in the Russell 3000 Index
(encompassing the 3,000 largest US-traded stocks, with the underlying companies all incorporated in the USA), and representing
about 90% of the total market capitalization of that index. The Russell 1000 Index has a weighted average market capitalization
of USD 81 billion and the median market capitalization is approximately USD 4.6 billion.

Russell 1000 Index

The Russell 1000 Value Index measures the performance of the large-cap value segment of the US equity universe based on
1000 large-cap companies with lower price-to-book ratios and lower expected growth values.

Russell 1000 Value Index

The Swiss Market Index is made up of 20 of the largest companies listed of the Swiss Performance Index universe. It represents
85% of the free-float capitalization of the Swiss equity market. As a price index, the SMI is not adjusted for dividends.

Switzerland SMI

FTSE 100 is a market-capitalization-weighted stock index that represents 100 of the most highly capitalized companies traded
on the London Stock exchange. The equities have an investibility weighting in the index calculation.

UK FTSE 100

Standard and Poor's 500 is a capitalization-weighted stock index representing all major industries in the USA, which measures
the performance of the domestic economy through changes in the aggregate market value.

US S&P 500

Abbreviations frequently used in reports

DescriptionAbb.DescriptionAbb.

International Monetary FundIMF3/6/12 month moving average3/6/12 MMA

Latin AmericaLatAmAlternative investmentsAI

London interbank offered rateLiborAsia PacificAPAC

Million barrels per daym b/dbarrelbbl

A measure of the money supply that includes all physical money,
such as coins and currency, as well as demand deposits,
checking accounts and negotiable order of withdrawal accounts.

M1Bank IndonesiaBI

A measure of money supply that includes cash and checking
deposits (M1) as well as savings deposits, money market mutual
funds and other time deposits.

M2Bank of CanadaBoC

A measure of money supply that includes M2 as well as large
time deposits, institutional money market funds, short-term re-
purchase agreements and other larger liquid assets.

M3Bank of EnglandBoE

Mergers and acquisitionsM&ABank of JapanBoJ

Monetary Authority of SingaporeMASBasis pointsbp

Master Limited PartnershipMLPBrazil, Russia, China, IndiaBRIC

Month-on-monthMoMCompound annual growth rateCAGR

Monetary Policy CommitteeMPCChicago Board Options ExchangeCBOE

Option-adjusted spreadOASCash from operationsCFO

Organisation for Economic Co-operation and DevelopmentOECDCash flow return on investmentCFROI

Overnight indexed swapOISDiscounted cash flowDCF

Organization of Petroleum Exporting CountriesOPECDeveloped MarketDM

Price-to-book valueP/BDeveloped MarketsDMs

Price-earnings ratioP/EEarnings before interest, taxes, depreciation and amortizationEBITDA

People's Bank of ChinaPBoCEuropean Central BankECB

P/E ratio divided by growth in EPSPEGEastern Europe, Middle East and AfricaEEMEA

Purchasing Managers' IndexPMIEmerging MarketEM

Purchasing power parityPPPEurope, Middle East and AfricaEMEA
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Quantitative easingQEEmerging MarketsEMs

Quarter-on-quarterQoQEuropean Monetary UnionEMU

right-hand side (for charts)r.h.s.Earnings per shareEPS

Reserve Bank of AustraliaRBAExchange traded fundsETF

Reserve Bank of IndiaRBIEnterprise valueEV

Reserve Bank of New ZealandRBNZFree cash flowFCF

Real estate investment trustREITUS Federal ReserveFed

Return on equityROEFunds from operationsFFO

Return on invested capitalROICFederal Open Market CommitteeFOMC

Reserve requirement ratioRRRForeign exchangeFX

Strategic asset allocationSAAGroup of TenG10

Special drawing rightsSDRGroup of ThreeG3

Swiss National BankSNBGross domestic productGDP

Tactical asset allocationTAAGovernment Pension Investment FundGPIF

Trade-Weighted IndexTWIHard currencyHC

Volatility IndexVIXHigh yieldHY

West Texas IntermediateWTIInterest-bearing debtIBD

Year-on-yearYoYCredit Suisse Investment CommitteeIC

Year-to-dateYTDInvestment gradeIG

An indicator of the average increase in prices for all domestic
personal consumption.

Personal Consumption
Expenditure (PCE defla-
tor)

Inflation-linked bondILB

Currency codes frequently used in reports

CurrencyCodeCurrencyCode

South Korean wonKRWArgentine pesoARS

Mexican pesoMXNAustralian dollarAUD

Malaysian ringgitMYRBrazilian realBRL

Norwegian kroneNOKCanadian dollarCAD

New Zealand dollarNZDSwiss francCHF

Peruvian nuevo solPENChilean pesoCLP

Philippine pesoPHPChinese yuanCNY

Polish złotyPLNColombian pesoCOP

Russian rubleRUBCzech korunaCZK

Swedish krona/kronorSEKEuroEUR

Singapore dollarSGDPound sterlingGBP

Thai bahtTHBHong Kong dollarHKD

Turkish liraTRYHungarian forintHUF

New Taiwan dollarTWDIndonesian rupiahIDR

United States dollarUSDIsraeli new shekelILS

South African randZARIndian rupeeINR

Japanese yenJPY

Important information on derivatives

Option premiums and prices mentioned are indicative only. Option premiums and prices can be subject to very rapid changes:
The prices and premiums mentioned are as of the time indicated in the text and might have changed substantially in the
meantime.

Pricing

Derivatives are complex instruments and are intended for sale only to investors who are capable of understanding and assuming
all the risks involved. Investors must be aware that adding option positions to an existing portfolio may change the characteristics
and behavior of that portfolio substantially. A portfolio’s sensitivity to certain market moves can be heavily impacted by the
leverage effect of options.

Risks

Investors who buy call options risk the loss of the entire premium paid if the underlying security trades below the strike price at
expiration.

Buying calls

Investors who buy put options risk loss of the entire premium paid if the underlying security finishes above the strike price at
expiration.

Buying puts

Investors who sell calls commit themselves to sell the underlying for the strike price, even if the market price of the underlying
is substantially higher. Investors who sell covered calls (own the underlying security and sell a call) risk limiting their upside to
the strike price plus the upfront premium received and may have their security called away if the security price exceeds the
strike price of the short call. Additionally, the investor has full downside participation that is only partially offset by the premium
received upfront. If investors are forced to sell the underlying they might be subject to taxing. Investors shorting naked calls
(i.e. selling calls but without holding the underlying security) risk unlimited losses of security price less strike price.

Selling calls

Put sellers commit to buying the underlying security at the strike price in the event the security falls below the strike price. The
maximum loss is the full strike price less the premium received for selling the put.

Selling puts

Investors who buy call spreads (buy a call and sell a call with a higher strike) risk the loss of the entire premium paid if the
underlying trades below the lower strike price at expiration. The maximum gain from buying call spreads is the difference between
the strike prices, less the upfront premium paid.

Buying call spreads
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Selling naked call spreads (sell a call and buy a farther out-of-the-money call with no underlying security position): Investors
risk a maximum loss of the difference between the long call strike and the short call strike, less the upfront premium taken in,
if the underlying security finishes above the long call strike at expiration. The maximum gain is the upfront premium taken in, if
the security finishes below the short call strike at expiration.

Selling naked call spreads

Investors who buy put spreads (buy a put and sell a put with a lower strike price) also have a maximum loss of the upfront
premium paid. The maximum gain from buying put spreads is the difference between the strike prices, less the upfront premium
paid.

Buying put spreads

Buying strangles (buy put and buy call): The maximum loss is the entire premium paid for both options, if the underlying trades
between the put strike and the call strike at expiration.

Buying strangles

Investors who are long a security and short a strangle or straddle risk capping their upside in the security to the strike price of
the call that is sold plus the upfront premium received. Additionally, if the security trades below the strike price of the short put,
investors risk losing the difference between the strike price and the security price (less the value of the premium received) on
the short put and will also experience losses in the security position if they owns shares. The maximum potential loss is the full
value of the strike price (less the value of the premium received) plus losses on the long security position. Investors who are
short naked strangles or straddles have unlimited potential loss since, if the security trades above the call strike price, investors
risk losing the difference between the strike price and the security price (less the value of the premium received) on the short
call. In addition, they are obligated to buy the security at the put strike price (less upfront premium received) if the security fin-
ishes below the put strike price at expiration.

Selling strangles or straddles
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Risk warning
Every investment involves risk, especially with regard to fluctuations in value
and return. If an investment is denominated in a currency other than your base
currency, changes in the rate of exchange may have an adverse effect on
value, price or income.

For a discussion of the risks of investing in the securities mentioned in this
report, please refer to the following Internet link:

https://investment.credit-suisse.com/gr/riskdisclosure/

This document may include information on investments that involve special
risks. You should seek the advice of your independent financial advisor prior
to taking any investment decisions based on this document or for any necessary
explanation of its contents. Further information is also available in the informa-
tion brochure “Risks Involved in Trading Financial Instruments” available from
the Swiss Bankers Association.

Past performance is not an indicator of future performance. Perfor-
mance can be affected by commissions, fees or other charges as well
as exchange rate fluctuations.

Financial market risks
Historical returns and financial market scenarios are no reliable indicators of
future performance. The price and value of investments mentioned and any
income that might accrue could fall or rise or fluctuate. You should consult
with such advisor(s) as you consider necessary to assist you in making these
determinations.

Investments may have no public market or only a restricted secondary market.
Where a secondary market exists, it is not possible to predict the price at which
investments will trade in the market or whether such market will be liquid or
illiquid.

Emerging markets
Where this document relates to emerging markets, you should be aware that
there are uncertainties and risks associated with investments and transactions
in various types of investments of, or related or linked to, issuers and obligors
incorporated, based or principally engaged in business in emerging markets
countries. Investments related to emerging markets countries may be consid-
ered speculative, and their prices will be much more volatile than those in the
more developed countries of the world. Investments in emerging markets in-
vestments should be made only by sophisticated investors or experienced
professionals who have independent knowledge of the relevant markets, are
able to consider and weigh the various risks presented by such investments,
and have the financial resources necessary to bear the substantial risk of loss
of investment in such investments. It is your responsibility to manage the risks
which arise as a result of investing in emerging markets investments and the
allocation of assets in your portfolio. You should seek advice from your own
advisers with regard to the various risks and factors to be considered when
investing in an emerging markets investment.

Alternative investments
Hedge funds are not subject to the numerous investor protection regulations
that apply to regulated authorized collective investments and hedge fund
managers are largely unregulated. Hedge funds are not limited to any particular
investment discipline or trading strategy, and seek to profit in all kinds of
markets by using leverage, derivatives, and complex speculative investment
strategies that may increase the risk of investment loss.

Commodity transactions carry a high degree of risk, including the loss of the
entire investment, and may not be suitable for many private investors. The
performance of such investments depends on unpredictable factors such as
natural catastrophes, climate influences, hauling capacities, political unrest,
seasonal fluctuations and strong influences of rolling-forward, particularly in
futures and indices.

Investors in real estate are exposed to liquidity, foreign currency and other
risks, including cyclical risk, rental and local market risk as well as environmental
risk, and changes to the legal situation.

Private Equity
Private Equity (hereafter “PE”) means private equity capital investment in
companies that are not traded publicly (i.e. are not listed on a stock exchange),
they are complex, usually illiquid and long-lasting. Investments in a PE fund
generally involve a significant degree of financial and/or business risk. Invest-
ments in private equity funds are not principal-protected nor guaranteed. In-
vestors will be required to meet capital calls of investments over an extended
period of time. Failure to do so may traditionally result in the forfeiture of a
portion or the entirety of the capital account, forego any future income or gains
on investments made prior to such default and among other things, lose any
rights to participate in future investments or forced to sell their investments at
a very low price, much lower than secondary market valuations. Companies
or funds may be highly leveraged and therefore may be more sensitive to ad-
verse business and/or financial developments or economic factors. Such in-
vestments may face intense competition, changing business or economic
conditions or other developments that may adversely affect their performance.

Interest rate and credit risks
The retention of value of a bond is dependent on the creditworthiness of the
Issuer and/or Guarantor (as applicable), which may change over the term of
the bond. In the event of default by the Issuer and/or Guarantor of the bond,
the bond or any income derived from it is not guaranteed and you may get
back none of, or less than, what was originally invested.

Investment Strategy Department
Investment Strategists are responsible for multi-asset class strategy formation
and subsequent implementation in CS’s discretionary and advisory businesses.
If shown, Model Portfolios are provided for illustrative purposes only. Your
asset allocation, portfolio weightings and performance may look significantly
different based on your particular circumstances and risk tolerance. Opinions
and views of Investment Strategists may be different from those expressed
by other Departments at CS. Investment Strategist views may change at any
time without notice and with no obligation to update. CS is under no obligation
to ensure that such updates are brought to your attention.

From time to time, Investment Strategists may reference previously published
Research articles, including recommendations and rating changes collated in
the form of lists. The recommendations contained herein are extracts and/or
references to previously published recommendations by Credit Suisse Research.
For equities, this relates to the respective Company Note or Company Sum-
mary of the issuer. Recommendations for bonds can be found within the re-
spective Research Alert (bonds) publication or Institutional Research Flash/Alert
– Credit Update Switzerland. These items are available on request or from

https://investment.credit-suisse.com

Disclosures are available from

https://www.credit-suisse.com/disclosure

Global disclaimer / Important information
The information provided herein constitutes marketing material; it is not invest-
ment research.This document is not directed to, or intended for distribution to
or use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction where such distribution, publication,
availability or use would be contrary to law or regulation or which would subject
CS to any registration or licensing requirement within such jurisdiction.

References in this report to CS include Credit Suisse AG, the Swiss bank, its
subsidiaries and affiliates. For more information on our structure, please use
the following link:

http://www.credit-suisse.com

NODISTRIBUTION, SOLICITATION, OR ADVICE: This document is provid-
ed for information and illustrative purposes and is intended for your use only.
It is not a solicitation, offer or recommendation to buy or sell any security or
other financial instrument. Any information including facts, opinions or quota-
tions, may be condensed or summarized and is expressed as of the date of
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writing. The information contained in this document has been provided as a
general market commentary only and does not constitute any form of regulated
investment research financial advice, legal, tax or other regulated service. It
does not take into account the financial objectives, situation or needs of any
persons, which are necessary considerations before making any investment
decision. You should seek the advice of your independent financial advisor
prior to taking any investment decisions based on this document or for any
necessary explanation of its contents. This document is intended only to provide
observations and views of CS at the date of writing, regardless of the date on
which you receive or access the information. Observations and views contained
in this document may be different from those expressed by other Departments
at CS and may change at any time without notice and with no obligation to
update. CS is under no obligation to ensure that such updates are brought to
your attention. FORECASTS & ESTIMATES: Past performance should not
be taken as an indication or guarantee of future performance, and no repre-
sentation or warranty, express or implied, is made regarding future performance.
To the extent that this report contains statements about future performance,
such statements are forward looking and subject to a number of risks and
uncertainties. Unless indicated to the contrary, all figures are unaudited. All
valuations mentioned herein are subject to CS valuation policies and proce-
dures. CONFLICTS: CS reserves the right to remedy any errors that may be
present in this report. CS, its affiliates and/or their employees may have a
position or holding, or other material interest or effect transactions in any se-
curities mentioned or options thereon, or other investments related thereto
and from time to time may add to or dispose of such investments. CS may be
providing, or have provided within the previous 12 months, significant advice
or investment services in relation to the investments listed in this report or a
related investment to any company or issuer mentioned. Some investments
referred to in this report will be offered by a single entity or an associate of
CS or CS may be the only market maker in such investments. CS is involved
in many businesses that relate to companies mentioned in this report. These
businesses include specialized trading, risk arbitrage, market making, and
other proprietary trading. TAX: Nothing in this report constitutes investment,
legal, accounting or tax advice. CS does not advise on the tax consequences
of investments and you are advised to contact an independent tax advisor.
The levels and basis of taxation are dependent on individual circumstances
and are subject to change. SOURCES: Information and opinions presented
in this report have been obtained or derived from sources which in the opinion
of CS are reliable, but CS makes no representation as to their accuracy or
completeness. CS accepts no liability for a loss arising from the use of this
report. WEBSITES: This report may provide the addresses of, or contain hy-
perlinks to, websites. Except to the extent to which the report refers to website
material of CS, CS has not reviewed the linked site and takes no responsibility
for the content contained therein. Such address or hyperlink (including address-
es or hyperlinks to CS’s own website material) is provided solely for your
convenience and information and the content of the linked site does not in any
way form part of this report. Accessing such website or following such link
through this report or CS’s website shall be at your own risk.DATA PRIVACY:
Your Personal Data will be processed in accordance with the Credit Suisse
privacy statement accessible at your domicile through the official Credit Suisse
website https://www.credit-suisse.com. In order to provide you with marketing
materials concerning our products and services, Credit Suisse Group AG and
its subsidiaries may process your basic Personal Data (i.e. contact details such
as name, e-mail address) until you notify us that you no longer wish to receive
them. You can opt-out from receiving these materials at any time by informing
your Relationship Manager.

Distributing entities
Except as otherwise specified herein, this report is distributed by Credit Suisse
AG, a Swiss bank, authorized and regulated by the Swiss Financial Market
Supervisory AuthorityAustria: This report is either distributed by CREDIT SU-
ISSE (LUXEMBOURG) S.A. Zweigniederlassung Österreich (the “Austria
branch”) or by Credit Suisse (Deutschland) AG. The Austria branch is a branch
of CREDIT SUISSE (LUXEMBOURG) S.A., a duly authorized credit institution
in the Grand Duchy of Luxembourg with registered address 5, rue Jean
Monnet, L-2180 Luxembourg. The Austria branch is subject to the prudential
supervision of the Luxembourg supervisory authority, the Commission de
Surveillance du Secteur Financier (CSSF), 283, route d’Arlon, L-1150 Lux-
embourg, Grand Duchy of Luxembourg, as well as of the Austrian supervisory
authority, the Financial Market Authority (FMA), Otto-Wagner Platz 5, A-1090
Vienna, Austria. Credit Suisse (Deutschland) Aktiengesellschaft is supervised
by the German supervisory authority Bundesanstalt für Finanzdienstleistungsauf-
sicht („BaFin“) in collaboration with the Austrian supervisory authority, the Fi-
nancial Market Authority (FMA), Otto-Wagner Platz 5, A-1090 Vienna, Austria.
Bahrain: This report is distributed by Credit Suisse AG, Bahrain Branch, a
branch of Credit Suisse AG, Zurich/Switzerland, duly authorized and regulated

by the Central Bank of Bahrain (CBB) as an Investment Business Firm Cate-
gory 2. Related financial services or products are only made available to Ac-
credited Investors, as defined by the CBB, and are not intended for any other
persons. The Central Bank of Bahrain has not reviewed, nor has it approved,
this document or the marketing of any investment vehicle referred to herein
in the Kingdom of Bahrain and is not responsible for the performance of any
such investment vehicle. Credit Suisse AG, Bahrain Branch is located at Level
21-22, East Tower, Bahrain World Trade Centre, Manama, Kingdom of
Bahrain. Chile: This report is distributed by Credit Suisse Agencia de Valores
(Chile) Limitada, a branch of Credit Suisse AG (incorporated in the Canton of
Zurich), regulated by the Chilean Financial Market Commission. Neither the
issuer nor the securities have been registered with the Financial Market
Commission of Chile (Comisión para el Mercado Financiero) pursuant to Law
no. 18.045, the Ley de Mercado de Valores, and regulations thereunder, so
they may not be offered or sold publicly in Chile. This document does not
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claimants” under the UK’s Financial Services Compensation Scheme will also
not be available to you. Tax treatment depends on the individual circumstances
of each client and may be subject to changes in future.
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its affiliates. All rights reserved.
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