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Investing With Geopolitics,
Not Trading On Geopolitics



| Yes, Geopolitics And Politics Matter For Markets ...
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| ... But The Way They Matter Changes Over Time
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| Dictatorship Is A Poor Investment Thesis
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| US Will Keep Outperforming For Now
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America Reaches Peak Polarization
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| US Reaches “Peak Polarization” In Politics
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| Traditional Family Life Declined
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| Inequality And Social Disparities Widened
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| Government And Institutions Lost Trust
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| Social And Economic Structure Changed
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| The Whole Story In A Single Chart
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The 2024 Election:
GOP Will Take The Senate
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| How Will The 2024 Election Affect Fiscal Policy?
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| Bond Markets Need To Get Reassured
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| Now The Business Cycle Is Waning
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| But Recession Not Yet In Full Swing
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| History Says Ruling Party Will Squeak By
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WIN RATES IN US ELECTIONS AMID RECESSION

RECESSION IN CALENDAR YEAR OF ELECTION

INCUMBENT PRESIDENT WIN RATE 44%
POST-WWII 33%
INCUMBENT PARTY WIN RATE 40%
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INCUMBENT PRESIDENT WIN RATE 80%
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| Our Quant Model Agrees With History

%
Us: . .
- 2024 PRESIDENTIAL ELECTION PREDICTION Democrats will retain control
PROBABILITY OF INCUMBENT (DEMOCRATIC) WIN of the White House, with 303
(BAR COLOR REPRESENTS 2020 OUTCOME) electoral votes (270 to win)
100
80
60 Wisconsin and North Carolina are toss-up states
Toss-up
40
20
© BCOL Research 2024
> = wdldaxoHoO =N < = X X ()] NkE=LWwpE Ad>axaonx >
$£¢ oz“o<n 0ZO % §§52<§53§mhs§<3xgzzzzaﬁzm<x<—zo§g

NOTE: INFORMATION AS OF AUGUST 26, 2024.
SOURCE: BCA CALCULATIONS.

BCOL Research 18



15

10

| But Opinion Polls Tied In Swing States
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| Manufacturing Slowdown Hits Midwest First
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Scenario: Dems Win Popular And Electoral Vote
But Lose White House?!?

If Dems hold Blue
Wall, they can still
lose by faithless

electors!
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| Global Instability Will Rise, Beware October Surprise
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| Republicans Very Likely To Win Senate
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| Senate Polls Support Quant Model
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| House Will Follow Presidential Race
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Which States Could Steal The Election?
Georgia Or Michigan

Swing States 2020 Margin House Senate Governor Secretary of State State Supreme Court

0.23% GOP GOP GOP GOP (E) Conservative Majority
Arizona 0.31% GOP GOP DEM DEM (E) Conservative Majority
Wisconsin 0.63% GOP GOP DEM DEM (E) Liberal Lean
116% DEM GOP DEM GOP (A) Liberal Majority
North Carolina 1.35% GOP GOP DEM DEM (E) Conservative Majority
Nevada 2.39% DEM DEM GOP DEM (E) Conservative Lean
Michigan 2.78% DEM DEM DEM DEM (E) Liberal Lean
Florida 3.36% GOP GOP GOP GOP (A) Conservative Majority
Texas 5.58% GOP GOP GOP GOP (A) Conservative Majority

NOTE: AS OF AUGUST 30, 2024.
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What Happens In A Contingent Election?
Trump Wins

US HOUSE OF REPRESENTATIVES: LIKELY PARTISAN LEAN BY STATE DELEGATION

VOTES STATES

AK, CA, CO, CT, DE, HI, IL, ME, MD, MA, MI, NV, NH,

DEMOCRAT VOTES 2 NJ, NM, NY, OR, PA, RI, VT, VA, WA
EVENLY SPLIT 2 MN, NC
AL, AZ, AR, FL, GA, ID, IN, IA, KS, KY, LA, MS, MO,
B e MT, NE, ND, OH, OK, SC, SD, TN, TX, UT, WV, WI, WY
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Scenarios And Market Reactions
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| How Will Markets React?
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| Gridlock Is Good For Markets
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| Sectors Vulnerable To Higher Taxes
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| Sectors Vulnerable To Trade Wars
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| How Do You Win Either Way?
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| How Do You Win Either Way?
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| Do Equity Sectors Have Partisan Affiliations?
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| Investment Conclusions

e The US business cycle is turning down. Position defensively until recession is priced.

e History and our quant model slightly favor Democrats for the White House ...

e ... But Republicans have a clear path to victory.

¢ Republicans are highly likely to win the Senate, reducing downside policy risks from Democratic victory.
e Trump victory implies single-party sweep, fiscal stimulus, and immigration curbs.

e Trump poses credible threat on tariffs. Trade war would escalate before any de-escalation.

» Either party can replace Chairman Powell but moderate Senators will determine confirmation vote.

e The Trump trade means reflation, trade war, escalation in Mideast, and bond market turmoil.

e The Harris trade means disinflation, escalation in Ukraine, and bond market rally.

* Position for recession until major policy change triggers reflation.
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