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Let us assume that Trump hates everything that
causes financial markets to fall

Il is quite normal to think that Donald Trump hates everything that
causes the US equity market to fall.
This should then lead to:






Highly expansionary economic policies in the United States aimed
at preventing a recession;
A trade agreement that prevents a trade war between China and
the United States;
The United States avoiding a military conflict that could be
triggered in the Middle East or Asia (South China Sea).

This determination to prevent US share prices from falling is actually
quite reassuring.
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Avoiding a fall in the equity market in the United States
Donald Trump has several times mentioned his desire to drive up the US equity market, in
particular by stating that if the Federal Reserve had raised its interest rates less, the equity
market would be markedly higher in the United States.
We can therefore assume that Trump wants to drive up share prices in the United States
(Chart 1A) and hates everything that causes them to fall.
Chart 1A
United States: S&P stock m arket index
(2002:1 = 100)
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Since his election (Chart 1B), a decline in share prices appeared in early 2018 and, above all,
in late 2018.
Chart 1B
S&P stock market index and forward PER
For wa rd P ER (L HS)
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What consequences if Trump rejects everything that could
drive down share prices?
1. Economic policies will remain highly expansionary: pressure on the Federal Reserve for
it to cut its interest rates (Chart 2), fiscal policy remaining expansionary (Chart 3), the
objective being to prevent a recession that would drive down share prices.
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Chart 2
United States: Fed Funds rate (as %)

Chart 3
United States: Fiscal deficit (as % of nominal GDP)
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2. An agreement preventing a trade war between the United States and China will be
sought; each time a trade war has threatened (end-2018, May 2019), share prices have
fallen in the United States - and also in China, by the way (Chart 4).
Chart 4
Stock m arket indices (2016:1 = 100)
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3. The United States will try to prevent a military conflict from breaking out, in the Middle
East as in Asia or Latin America (Venezuela).

Conclusion: A reassuring idea
If Trump actually wants to prevent a fall in share prices in the United States, he must also
prevent:
-

A recession in the United States;

-

A trade conflict with China;

-

Military conflicts;

which, all things considered, is reassuring.
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