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Taiex rally will continue no matter who wins US presidential election           
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Event 

With Trump increasing his lead over Harris in recent average polling in seven major swing 

states, the market is concerned that the former president’s proposed policies of high 

tariffs, tax cuts and restrictions on immigrants, if he is elected, will result in deteriorating 

fiscal deficits and a comeback of inflation, consequently forcing the Federal Reserve to 

tone down rate cuts and driving up Treasury yields. Against such a backdrop, the Taiex 

has experienced some sell-off pressure of late. Notably, consensus now sets its one-year 

Fed funds rate target at 3.6%, up from the previous 2.9%, implying that the magnitude of 

rate cuts will be reduced by at least 50bps. As a result, the average 10-year US Treasury 

yield has climbed from 3.6% to 4.2%. 

Impact 

Scenario analysis – Three potential election outcomes & Taiex impact. We have 

identified three scenarios: (1) Trump wins the election, in which case the Taiex would 

initially fall and rally afterwards; (2) Harris wins, where shares would rally straight away; 

and (3) Trump loses but refuses to accept defeat, causing political turmoil in the US, in 

which case the Taiex would suffer a meltdown. The odds of the first two scenarios are 

both 50%, and the chances of the third scenario happening are extremely low. However, 

if the third scenario did occur, it would be a black swan event. 

Taiex will be buoyed by resilient fundamentals regardless of who prevails in the US 

presidential election. The US presidential election is scheduled for November 5. 

Historically, the Taiex is subject to volatility before a US presidential election due to 

increasing uncertainties. The tight run between Trump and Harris has left stock markets 

stagnant recently. But in the case of the Taiex, we believe resilient economic 

fundamentals will be the ultimate driving force for the market, allowing the index to 

remain in an uptrend regardless of who takes over the White House. That said, the third 

scenario where Trump refuses to accept defeat, should it happen, will be a material 

negative for the Taiex. The US is a democratic country, so whoever wins the presidential 

election is unlikely to reverse the ongoing economic and stock market cycles. The current 

stock market bull run is driven mainly by the AI trend, which neither Trump nor Harris 

would attempt to disrupt. The boost to tech earnings of the AI trend has only just begun, 

we believe, and we estimate it will support substantial Taiex earnings growth of a 

respective 30%, 19% and 11% YoY in 2024-26F. 

Valuation & Action 

Based on our scenario analysis, we conclude that the Taiex will pull back and then rise 

again if Trump wins the election, and that if Harris wins, the Taiex will rise strongly. In a 

nutshell, regardless of the outcome, the Taiex will ultimately be shored up by resilient 

fundamentals. The only black swan event that could drag down the Taiex is that Trump 

loses the election but refuses to yield, resulting in political turmoil in the US. If the White 

House is taken by Trump, we believe Taiex winners will be the defense, heavy electrical 

equipment and PCB sectors, although the positive themes could be short-lived. If Harris 

is elected the next president, green energy and semiconductor sectors will outperform. 

Regardless of the result, AI and green energy are our most favored sectors in the Taiex. 
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Disclaimer 
All the information contained in this report is not intended for use by persons or entities located in or residing in jurisdictions which restrict the distribution of this information by KGI Asia 

Limited (“KGI”) or an affiliate of KGI. Such information shall not constitute investment advice, or an offer to sell, or an invitation, solicitation or recommendation to subscribe for or invest 

in any securities or investment products or services nor a distribution of information for any such purpose in any jurisdiction. In particular, the information herein is not for distribution and 

does not constitute an offer to sell or the solicitation of any offer to buy any securities in the United States of America, or to or for the benefit of United States persons (being residents of the 

United States of America or partnerships or corporations organised under the laws of the United States of America or any state, territory or possession thereof). All the information contained 
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whatsoever for any loss however arising from any use of this report or its contents. This report is not to be construed as an invitation or offer to buy or sell securities and/or to participate in 
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