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• President-elect Donald Trump will serve as the 47th president of the United States, securing 295 of the 538 
Electoral College votes. 

• Republicans also gained control of the Senate, while the House of Representatives is still up for grabs. Odds 
favor the Republicans maintaining control of the House, though 25 seats have yet to be called. 

• The Federal Reserve delivered on a quarter-point rate cut this week, and kept the door open to further cuts in 
the months ahead. 
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U.S. equities surged higher this week following Don-
ald Trump’s decisive victory in the presidential elec-
tion (see report). Longer-term Treasury yields also shot 
higher, but later retraced all of Wednesday’s Trump 
trade as the Federal Reserve helped to calm the bond 
market by delivering on a quarter-point rate cut. The 
S&P 500 ended the week 4% higher and is now up an 
impressive 25% year-to-date. Meanwhile, the 10-year 
Treasury yield is looking to the end week slightly lower 
at 4.32% but is up nearly 60 basis points (bps) over the 
past month. (Chart 1). 

Beyond winning the White House, the Republicans also 
took control of Senate, securing 53 of the 100 seats as 
of writing. Two races are still too close to call, so there’s 
potential for the GOP’s majority to widen a bit more 
once all the ballots are counted. Meanwhile, control 
for the House of Representatives remains up in the air, 
with 25 seats still to be called. At this point, odds heav-
ily favor the Republicans maintaining control of the 
House, but it’s unclear whether the GOP will be able to 
make further inroads relative to their current slim ma-
jority of four. If the GOP retains only a slim majority in 
the House, President Trump will need near-unanimous 
GOP support to pass legislation, which could present 
some challenge to his agenda. 

One thing is for certain under Trump 2.0: tariffs are 
coming. Once sworn in on January 20th, we expect 
Trump to use executive powers to act quickly and levy 
sweeping tariffs on many of the U.S.’s trading partners. 
China is at the top of the list, but history has shown that 

Trump isn’t afraid to raise tariffs on allies. While it is 
possible that Canada and Mexico receive some carve-
outs, it would likely be conditional on them following 
the U.S.’s lead and leveraging similar tariffs on China. 
Others may also negotiate concessions, but that isn’t 
likely to happen until after the tariffs are in play.  

No matter which way you slice it, the more protection-
ist trade measures will be inflationary and work against 
the Federal Reserve’s objective of restoring 2% infla-
tion. At the press conference, Chair Powell acknowl-
edged this point, but also noted that the Fed doesn’t 
adjust its policy rate to potential changes in fiscal or 
other government policies. For now, the FOMC remains 
highly data dependent. This puts next week’s inflation 
report in focus, particularly after the September read-
ing came in hotter than expected. With the economic 
data still strong, any further signs of stickiness on the 
inflation front will likely push Fed officials away from 
continued quarter-point cuts and towards a slower 
rate cut trajectory. 

At this point, we still feel that a December rate cut is 
still likely. However, we’ve revised our forecast for next 
year, reflecting the fact that tariffs (and the potential 
for tax cuts) will result in more persistent inflationary 
pressures. We now assume the Fed takes a more grad-
ual approach in reducing the policy rate in 2025, cut-
ting at every-other meeting, resulting in a total of 100 
bps of easing by year-end (Chart 2).

Trump Victory Likely to Bring Big Policy Changes 
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Disclaimer
This report is provided by TD Economics.  It is for informational and educational purposes only as of the date of writing, and may not be appropriate for other purposes.  
The views and opinions expressed may change at any time based on market or other conditions and may not come to pass. This material is not intended to be relied 
upon as investment advice or recommendations, does not constitute a solicitation to buy or sell securities and should not be considered specific legal, investment or 
tax advice.  The report does not provide material information about the business and affairs of TD Bank Group and the members of TD Economics are not spokesper-
sons for TD Bank Group with respect to its business and affairs.  The information contained in this report has been drawn from sources believed to be reliable, but is 
not guaranteed to be accurate or complete.  This report contains economic analysis and views, including about future economic and financial markets performance.  
These are based on certain assumptions and other factors, and are subject to inherent risks and uncertainties.  The actual outcome may be materially different.  The 
Toronto-Dominion Bank and its affiliates and related entities that comprise the TD Bank Group are not liable for any errors or omissions in the information, analysis or 
views contained in this report, or for any loss or damage suffered.
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