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Highlights

 • Key issues motivating voters in this 
election cycle include an uneven economic 
recovery, frustrations with Washington, 
and growing worries over terrorism.

 • The current state of the electoral vote 
shows a tight race with a number of 
“toss-up” states that could swing toward 
Clinton or Trump.

 • The outcomes of Congressional elections 
are critical to how much policy progress 
the next president can make; the Senate 
outcome is important, as well, for the 
composition of the Supreme Court.

 • Politics matter — political uncertainty 
in the U.S. and globally contributed to 
our decision to incrementally de-risk 
portfolios earlier this year.

As investors, we know politics matter. Politics  
shapes policy, and policy frequently impacts  
economic and financial-market trends. With  
that in mind, we at Bessemer want to share  
our views on America’s 2016 elections, and how  
we feel those political and policy developments  
may directly and indirectly alter our investment 
decisions looking ahead. Already, political risk  
inside the U.S. and globally contributed to our  
decision earlier this year to incrementally  
de-risk client portfolios.
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Investment Strategist
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This Investment Insights, the first in our election 
series, sets the stage for November 8. We explore key  
issues for voters, what can be gleaned from polls, 
the inner workings of the Electoral College, and 
the outlook for the Congressional races. Future 
commentaries will dive deeper into specific 
investment-related corners of the election, from  
taxes to trade to fiscal spending plans (we expect  
the candidates’ platforms will become more  
detailed during the fall as policies are debated;  
Exhibit 1). Our goal is to objectively examine  
different policy scenarios, taking any partisan  
biases out of the equation.

Key Issues Motivating Voters

In analyzing where we may be headed into and 
after November 8, it is useful to understand issues 
that helped us arrive at today’s political landscape. 
We highlight three in particular: the uninspiring 
and uneven economic recovery, frustrations with 
Washington, and growing unease tied to terrorism.

Exhibit 1: Key Dates to Watch

Key Takeaway: Four debates will allow voters to better understand 
candidates’ policies and positions ahead of Election Day.

Event Date

First Presidential Debate (Hampstead, NY) September 26

Vice Presidential Debate (Farmville, VA) October 4

Second Presidential Debate (St. Louis, MO) October 9

Third Presidential Debate (Las Vegas, NV) October 19

Election Day November 8

Inauguration Day January 20

Source: Wall Street Journal
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unemployment rate has fallen to 4.9%, less than half  
the peak level reached during the 2008/2009 recession. 
The S&P 500 Index reached an all-time high in mid-July.

All good news, yet candidates have spent much of 
their time talking about how their policies will create 
more jobs, raise wages, and reduce income inequality. 
Digging deeper into the data, one can understand  
why. A recent Gallup poll finds the top issue for U.S. 
voters surveyed remains the economy. Perhaps this  
is because the current U.S. recovery has been the 
slowest of any expansion dating back to 1949.  

2016 Elections: Setting the Stage

A Slow Economic Recovery

The economy is always near the top of the list  
in terms of voter priorities. In 1992, an aide to  
then-presidential-hopeful Bill Clinton coined the 
phrase, “It’s the economy, stupid,” to suggest that 
the election was all about the welfare of the average 
American worker — that is still true 24 years later. 

Consider the state of the U.S. economy today (Exhibit 2). 
In the first quarter of 2016, GDP grew by 2.1% year 
over year. More than 200,000 jobs have been added 
on average each month over the past year, and the 

Exhibit 2: The Economy in Charts

Key Takeaway: Despite robust payroll growth and stock market gains, many Americans have felt a much weaker recovery.

Monthly Change in U.S. Nonfarm Payrolls U.S. Unemployment Rates by Education Level

Cumulative GDP Growth During the Expansion Household Income Indexed to 1 in 1967

As of June 30, 2016, except for GDP, which is as of March 31, 2016. 

Source: Bloomberg, Bureau of Labor Statistics, Census Bureau
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It could also be that the recovery has felt different 
to diverse groups of people. For instance, household 
income for the top 5% has increased 4% since 2008 
but is still down 6% for the lowest quintile; income for 
that bottom quintile has been flat for the past 50 years.1 
Similarly, those with college degrees have fared much 
better in the labor market; the U.S. unemployment 
rate for college grads is well under 3%. By contrast, the 
unemployment rate for those who did not finish high 
school has consistently been higher — still more than 
7% today. Views of the economy even differ by party 
identity: According to an Economist/YouGov poll, 
23% of Democrats think the economy is getting worse, 
versus 60% of Republicans surveyed.

Voter Dissatisfaction

Gridlock in Washington D.C. and lack of progress on key 
issues have vexed many voters, particularly Republicans. 
A June 2016 Gallup poll found that just 16% of Americans 
approved of the job Congress is doing. That number 
falls to 12% among Republicans — noteworthy, given 
Republican control of both the House and Senate since 
2014. In our view, this frustration has contributed to the 
rise in popularity of anti-establishment candidates and 
Trump’s accession to the top of the Republican ticket.

Immigration

Few issues are more emotionally charged and polarizing 
than immigration. Backlogs and inefficiencies exist on 
both ends of the immigration system, from approval of 
applications to removal of undocumented immigrants. 
While many immigration trends are not materially 
different today than in past years, what has changed are 
heightened threats to security and economic well-being. 
On the security front, according to the University of 
Maryland’s Global Terrorism Database, the number of 
combined reported terror-related incidents in the U.S. 
and Western Europe is the highest it has been since the 
late 1990s. Graphic, real-time media coverage of such 
events has exacerbated unease with immigrants and 
refugees entering the country. Add to that the fact that 
the return to the labor market during this recovery has 
been especially difficult for many baby boomers — a likely 
contributor to the downward trend in sentiment over 

the past two years, for which some blame immigration 
policies (Exhibit 3). All of this is a recipe for elevated 
sensitivity around immigration issues, upon which both 
candidates have capitalized, albeit in very different ways.

What Are the Polls Telling Us?

The elevated emotions and uncertainty surrounding this 
particular election make it important to understand 
how polls work and what they are able to tell us (or 
not) about the possible results. 

The limitations of polls were made abundantly clear 
after the U.K.’s June vote to leave the European Union; 
in the week ahead of the referendum, polls were 
showing the “Remain” camp in the lead, but “Leave” 
actually won by a decent margin. Similar “bad signals” 
from political polls emerged into the 2014 Scottish 
referendum and the 2015 U.K. general election, not to 
mention early 2016 Republican primary races.

Exhibit 3: Consumer Confidence by Age

Key Takeaway: During the last two years, baby boomer confidence has 
drifted lower.

As of June 30, 2016.

Source: Bloomberg, Conference Board

20

40

60

80

100

120

140

Jun-15Mar-14Dec-12Sep-11Jun-10Mar-09Dec-07

Under 35 55 and Over35-54

1 In 2014 dollars, according to annual Census data.



4 Bessemer Trust Investment Insights

2016 Elections: Setting the Stage

How reliable have polls been historically? Polling 
aggregator FiveThirtyEight analyzed polls conducted in 
the final three weeks leading up to the U.S. presidential 
vote (Exhibit 4). From 2000 to the present, on average, 
81% of polls correctly predicted the primary and general 
election winners. In 2016, the leading candidate in the 
polls ended up winning the primary in 85% of the polls. 
One possible takeaway: polls can be a useful indicator 
leading up to the vote, but still should be considered 
with a healthy dose of skepticism.

What challenges do pollsters face going forward? 
Election surveys are typically conducted by telephone 
(landline and cell phones), but internet polling has 
been on the rise. There are challenges with both. 
Response rates for telephone surveys have been 
declining for some time, and it can be challenging to 
get a good demographic cross-section of respondents. 
Internet polling can be unscientific, though, given that 
respondents self-select and tend to skew younger; these 
polls also do not have long-enough track records to 
compare them to more established telephonic methods. 
It is often helpful to reference polling aggregators, 
or “polls of polls.” These pollsters generally make 
their predictions by averaging established polls and 
assigning weights based on different factors such as 
how recent the poll was, how large the sample size is, 
and how accurate the poll has been historically. Some  
of the best-known aggregators include Real Clear 
Politics (RCP) and FiveThirtyEight.

How the Electoral College Map Is 
Shaping Up

Moving away from predictions to logistics,  
it’s always worthwhile to review how exactly  
the president is elected. As folks were  
reminded in the 2000 election, where  
George W. Bush beat Al Gore, it’s more  
than just the popular vote, even if that is  
what most opinion polls focus on.

The popular vote is the sum of all ballots  
cast for a particular candidate and  
determines who wins a given state. Each  
state is designated a number of presidential  
electors based on the number of senators  
plus representatives in Congress (each state  
has two senators, and the number of  
representatives is determined by population  
size). Washington, D.C., which has no  
senators and one delegate in the House,  
has three electors.

Most states employ a “winner-take-all”  
system, meaning that all electors are  
awarded to the winning presidential  
candidate. Maine and Nebraska are the  
exceptions; they have proportional  
distribution systems where the electoral  
votes may be split. To win the U.S.  
presidency, a candidate needs 270 or  
more votes from the presidential electors  
(an absolute majority of the 538 electors  
that make up the Electoral College). It is  
rare to win the electoral vote but lose the  
general population vote; this has happened  
only three times in history — in 1876, 1888,  
and, as noted earlier, 2000.

Generally speaking, the electoral map favors  
Democrats this year due to demographic and  
voting trends in key states. As a reminder, in  
2012, President Obama beat Mitt Romney  
with a 332 to 206 win.

Is there a path for Trump to win back some  
of the swing states and get to the 270 needed  
votes? According to political analysts, to do so,  

Exhibit 4: Share of Polls that Correctly Picked  
the Winner

Presidential

Year Primary General

2000 94% 70%

2004 94 80

2008 80 92

2012 61 78

2016 85 –

All Years 81% 81%

Source: FiveThirtyEight
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he would need to carry all of the states that  
Romney won. He could then focus on “rust belt”  
swing states that have large populations of  
middle-income working families that are energized 
by his message — Pennsylvania (20 votes), Ohio 
(18), and Wisconsin (10). However, this is no easy 
feat, as Pennsylvania has not voted for a Republican 
presidential candidate since 1988, and Wisconsin  
since 1984. Another scenario is a win in Florida (29), 
which is not out of the realm of possibility given that 
Trump has a close relationship with Governor Rick 
Scott, has been endorsed by Senator Marco Rubio,  
and has a physical residence in the state. With  
a Florida win, Trump could conceivably tack on  
two to three other swing states to reach the  
needed 270 votes.

An analysis by RCP (Exhibit 5), shows Clinton  
currently leading the map with 202 votes; these  
votes represent states (in blue) that are solid,  
leaning, or likely to vote Clinton. Trump’s states, 
represented in red, account for 164 votes. The 
remaining states in gray are “toss-up,” or  
battleground, states and represent a significant  
172 votes. So while RCP’s map is showing a  
Clinton lead over Trump, there is room for  
Trump to gain ground.

Congressional Elections

While most Americans have focused to date on the 
presidential election, Congressional elections this November 
should be closely watched as well, for two main reasons: 

1.  The outcomes of the Senate and House of 
Representatives elections are critical to the likelihood 
of the elected president making progress on his or her 
policy agenda. The House is expected to remain under 
Republican majority (there are currently 247 Republican 
seats, with 218 needed for a majority). The Republican 
majority in the Senate is more at risk (Exhibit 6). 
The Senate has 24 Republican seats up for re-election 
versus 10 for Democrats; the Democrats need to pick 
up five seats to gain the majority.2 If the next president 
takes office over a divided government (meaning either 
Clinton wins and Democrats take the Senate, or Trump 
wins but fails to carry Republican momentum “down 
the ballot”), it could dramatically alter his or her ability 
to make good on promises for dramatic policy change.

2.  The next Senate could play an important role in 
shaping the profile of the Supreme Court for years to 
come. There are a total of nine supreme court justices. 
Each justice holds the position until he or she retires or 
passes away. When this happens, the Senate must approve 
of the president’s supreme court justice nominee with a 
simple majority. Supreme Court Justice Antonin Scalia 
passed away on February 13, 2016. His replacement has 
the ability to shift the balance of power between more 
conservative versus liberal-minded Justices. The Senate 
has suggested it will hold off from approving President 
Obama’s nomination until 2017. There are also current 
Justices who may consider retiring in coming years. 
This means that the new president and Senate could 
leave a lasting impression on the Supreme Court.

2016 Elections: Setting the Stage

² Senators serve six-year terms, whereas members of the House of Representatives must be re-elected every two years.

Exhibit 5: Potential Electoral Vote Breakdown

As of July 27, 2016.

Source: RealClearPolitics
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As this election has seen its fair share of surprises, we note 
one possibility with electoral votes. Electors pledge to vote for 
the candidate who wins the popular vote in their state. Electors 
can, however, “go rogue” and cast ballots for a candidate other 
than the one he or she pledges to vote for; this is not against 
the Constitution or federal law. Instances of these so-called 
“faithless electors” have been relatively rare throughout 
history. About half of states and the District of Columbia require 
their electors to vote for their pledged candidate, and this is 
accomplished through various means such as fines and oaths.



The Road Ahead

The combination of policy uncertainty tied to  
the U.S. elections, other event risks, and the  
economic backdrop (the latter stage of the U.S. 
economic cycle) prompted Bessemer’s Investment  
team to incrementally reduce portfolio volatility  
earlier this year. While we are comfortable with  
how portfolios are currently positioned, the  
three months between now and Election Day  
could well bring important policy developments  
that, in turn, prompt consideration of further  
asset-allocation shifts. 

Whatever transpires, we look forward to sharing  
more of our views on the investment implications 
of the elections — tax and other policy scenarios, 
potential market reactions, and more — in the  
coming weeks and months through additional  
research publications, videos, and webcasts.
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This material is for your general information. It does not take into account the particular investment objectives, financial situation, nor needs of individual clients. This 
material is based upon information obtained from various sources that Bessemer Trust believes to be reliable, but Bessemer makes no representation or warranty with 
respect to the accuracy or completeness of such information. Views expressed herein are current only as of the date indicated, and are subject to change without notice. 
Forecasts may not be realized due to a variety of factors, including changes in economic growth, corporate profitability, geopolitical conditions, and inflation. Bessemer Trust 
or its clients may have investments in the securities discussed herein, and this material does not constitute an investment recommendation by Bessemer Trust or an offering 
of such securities, and our view of these holdings may change at any time based on stock price movements, new research conclusions, or changes in risk preference.
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Exhibit 6: 2016 Senate Map 

Key Takeaway: Key states that may be pivotal in determining which party 
controls the Senate include Arizona, Florida, Illinois, Missouri, Nevada, 
New Hampshire, North Carolina, Ohio, Pennsylvania, and Wisconsin.

Source: Bessemer Trust, centerforpolitics.org
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