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With the US presidential election less than two weeks away,
Americans may be looking forward to the end of a tumultuous
political campaign season. However, if past trends are any
indication, 5 November could be just the beginning.

“There’s a good chance we won’'t know the outcome on Election
Day,” says John Emerson, vice chair of Capital Group International
and a former US Ambassador to Germany. “If the presidential
election is close, and most polls suggest it will be, then it could take
many days to count the votes — particularly mail-in ballots, which
have become increasingly popular since the pandemic-influenced
2020 election.”

A WINDING PATH TO WINNING THE WHITE
HOUSE

Timeline of dates between Election Day and Inauguration Day

Election Day
Voters cast ballots and states appoint electors

N7

N7 State governors certify election results

v Deadline to resolve any litigation to state certification of results

Members of the Electoral College cast their votes based on the results
of each state’s popular vote

Electoral votes must be delivered to the U.S. Senate no later than nine

days after electors meet

A If no presidential candidate receives 270 electoral votes, the U.S. House
2 of Representatives chooses a winner

Inauguration
President-elect takes oath of office

Sources: Capital Group, National Archives.
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Of course, it’s possible one candidate will gain a sizable enough
lead that the outcome will essentially be known that evening or the
next morning. That happened in the 2016 election. If that doesn’t
happen, here are five things to keep in mind as Americans choose
their next president.

1. THERE IS CERTAINTY WITHIN THE UNCERTAINTY

The 5™ of November is just the beginning of a process that takes
several weeks to complete. For example, the certification of
election results is handled by individual state governors. That
starts in mid-November and can take up to five weeks.

The Electoral College, which consists of 538 electors who
determine the outcome, must cast their ballots based on the
popular vote in each state by 17 December. A majority plus one —
or 270 electoral votes — are needed to win the presidency. If there
are disputes, any litigation related to votes, recounts or ballot
certification must be resolved by December 16 so the electors can
do their job. If no candidate achieves 270 electoral votes, the US
House of Representatives is tasked with choosing the next
president. Inauguration Day follows on 20 January.

Emerson, who has worked on political campaigns since the 1980s,
stresses that Americans may need to be patient and allow the
process to work itself out.

“As we’'ve seen in past elections, there could be a lot of
uncertainty in the days to come and that may be reflected in a
high level of market volatility,” he notes. “But we will have a
president on Inauguration Day, and | believe we will have a
peaceful transition of power. It just might take longer than we
hope to get there.”

2. EXPECT A FIRESTORM OF LEGAL CHALLENGES

In addition to the time needed to count votes, there are also likely
to be many recount requests and literally hundreds of legal
challenges, adds Matt Miller, a Capital Group political economist
and former senior adviser to the White House Office of
Management and Budget.

Indeed, more than 165 lawsuits have already been filed related to
the 2024 election, according to an analysis published on 15
October by Bloomberg News. Many more are expected to be filed
in what has been called a “firestorm” of legal warfare involving
disputes over vote counting methods, absentee ballot collection
and voter identification, among other issues.

“A close presidential race will be contested by whoever loses,”
Miller says. “Investors need to be ready for public drama, mass

litigation and a great deal of uncertainty between 5 November and

20 January.

“In my view, the election remains too close to call,” Miller
continues. “The final two weeks of the campaign will be crucial.
Most people have already decided who they will vote for, so a
great deal will depend on which party is better at mobilising their
base.”

If no candidate achieves
270 electoral votes, the US
House of Representatives
is tasked with choosing the
next president

more than 165 lawsuits
have already been filed
related to the 2024
election
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3. MAIL-IN BALLOTS WILL TAKE TIME TO COUNT

Mail-in ballots are expected to be at the heart of many legal
disputes. In the 2020 election, amid the COVID-19 pandemic, a
record 43% of Americans voted by mail, according to the US
Census Bureau. That number fell to 32% for the 2022 midterm
elections, but it remains above historical averages, based on an
analysis by the Massachusetts Institute of Technology.

If those trends continue this year, a large number of mail-in ballots
will not have been certified and counted by Election Day. Some
states, including the crucial swing state of Pennsylvania, don’t allow
mail-in ballots to be processed until Election Day, meaning those
results will almost certainly come later.

That is what happened in 2020, when Trump appeared to be
winning on election night but President Joe Biden pulled ahead in
the days that followed. A repeat of that scenario — with Trump in
the lead on 5 November but Harris catching up in the following days
— is a distinct possibility. That's because more Democrats typically
vote by mail than Republicans. So far in this cycle, 47% of early
votes have been submitted by Democrats and 33% by Republicans,
according to data compiled by the University of Florida’s Election
Lab.

In an extreme case, such as the 2000 election pitting Texas
Governor George W. Bush against Vice President Al Gore, the
outcome could be decided by the US Supreme Court. On 12
December 2000, 35 days after Election Day, the justices decided by
a 5-to-4 vote to effectively halt recount efforts in Florida, which
ultimately gave Bush 271 electoral votes, one more than he needed
to win the White House.

4. RECOUNTS ARE RARE — AND RARELY CHANGE THE
OUTCOME

Recounts get lots of headlines but do not happen very often and
rarely change the outcome of a race. For example, most statewide
races do not get recounted at all. Of the 0.5% where recounts were
conducted, 92% did not reverse the initial outcome, according to an
analysis by FairVote, a nonpartisan research organisation focused
on election reform.

Among the 6,929 elections included in that study, 36 recounts were
conducted and only three changed the outcome. All three occurred
when the initial margin of victory was less than 0.06%, suggesting
the odds of overturning an election through a recount are
extremely low.

5. HISTORY ARGUES INVESTMENT IMPLICATIONS ARE
MINIMAL

For long-term investors, it is important to remember that
historically speaking, the political power structure in Washington,
DC hasn’t had much of a discernible impact on equity market
returns.

Some states, including the
crucial swing state of
Pennsylvania, don’t allow
mail-in ballots to be
processed until Election
Day
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discernible impact on
equity market returns.
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From 1933 to 2023, under unified and split governments, the
average annual return for the S&P 500 Index has fallen into a broad
range from roughly 1% to 14%. A split Congress, as we have today,
has generated an average return of 13.7%.

US stocks have generally done well regardless of election results
S&P 500 Index total returns one years after Election Day

'H Democratic presidency H; Republican presidency
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Sources: RIMES, Standard & Poor's. As of 30 September 2024.

In more recent times, markets have posted even better results one
year after Election Day, peaking at 40.4% after the 2020 contest.
The worst period was after the 2000 election when the index fell
21.0%, while the average return since 1984 was 17.6%.

“At the end of the day,” Miller says, “financial markets appear to
care more about the certainty of election outcomes than about
who occupies the White House or who controls Congress.”

While no one knows exactly how events will play out between
Election Day and Inauguration Day, investors should expect some
short-term market volatility and consider taking a long-term view.

John Emerson is vice chair of Capital Group International, Inc. and has been with
Capital Group since 2000. He was the U.S. Ambassador to Germany from 2013 to
2017. Prior to that, he was president of Capital Group Private Client Services.

Matt Miller is a political economist with 33 years of experience and has been with
Capital for nine years (as of 12/31/2023). He holds a law degree from Columbia and

a bachelor's from Brown University.
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Disclaimer

This material, issued by Capital International Management Company Sarl (“CIMC"),
37A avenue J.F. Kennedy, L-1855 Luxembourg, is distributed for information
purposes only. CIMC is regulated by the Commission de Surveillance du Secteur
Financier (“CSSF” - Financial Regulator of Luxembourg) and is a subsidiary of the

Capital Group Companies, Inc. (Capital Group). While Capital Group uses
reasonable efforts to obtain information from third-party sources which it believes
to be reliable, Capital Group makes no representation or warranty as to the
accuracy, reliability or completeness of the information. This communication is not
intended to be comprehensive or to provide investment, tax or other advice.©
2024 Capital Group.

All rights reserved. WF573527 SA STR Collective Investment Schemes in Securities
(CIS) are generally medium-to long-term investments. The value of participatory
interests (units) may go down as well as up, and past performance is not
necessarily a guide to future performance. CIS are traded at ruling prices and can
engage in borrowing and scrip lending up to 10% of the market value of the
portfolio to bridge insufficient liquidity. A schedule of fees and charges and
maximum commissions is available on request from the manager. A CIS may be
closed to new investors in order for it to be managed more efficiently in
accordance with its mandate. The manager does not provide any guarantee either
in respect of the capital or the return of a portfolio.

Certain funds may be exposed to foreign securities and as such, may be subject to
additional risks brought about by this exposure.

The information, opinions and any communication, whether written, oral or implied
are expressed in good faith and not intended as investment advice, neither does it
constitute an offer or solicitation in any manner. Furthermore, all information
provided is of a general nature with no regard to the specific investment
objectives, financial situation or particular needs of any person. It is recommended
that investors first obtain appropriate legal, tax, investment or other professional
advice prior to acting upon such information.

PPS Investments (Pty) Ltd is a licensed Financial Services Provider. Financial
services may be provided by representative(s) rendering financial services under
supervision www.pps.co.za/invest.

The PPS Global Equity Fund is registered under section 65 of CISCA. Collective
Investment Schemes in Securities (CIS) should be considered as medium to
long-term investments. The value may go up as well as down and past
performance is not necessarily a guide to future performance. CISs are traded at
the ruling price and can engage in scrip lending and borrowing. A schedule of fees,
charges and maximum commissions is available on request from the Manager. A
CIS may be closed to new investors in order for it to be managed more efficiently
in accordance with its mandate. Performance has been calculated using net NAV
to NAV numbers with income reinvested.

There is no guarantee in respect of capital or returns in a portfolio. Representative
Office: Prescient Management Company (RF) (Pty) Ltd is registered and approved
under the Collective Investment Schemes Control Act (No.45 of 2002). For any
additional information such as fund prices, fees, brochures, minimum disclosure
documents and application forms please go to www.prescient.ie
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