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In the end, the U.S. midterm elections turned out to be a blue ripple rather than a blue wave. In fact,
pollsters got it mostly right this time in predicting a Democratic congress and continued Republican
senate where Republicans picked up two, possibly three seats. Several state governorships have
flipped to Democrats but not as many as hoped for by the Democratic leadership, especially in
important states like Florida and Ohio.
For markets, a split government historically means government gridlock where very little
legislation happens, and there is no reason to believe it will be different this time.
Importantly for markets, it means that the Trump administration’s tax cuts are intact but any
further tax cuts are dead.
For Canada and concerns about passage of the U.S.-Mexico-Canada Agreement (USMCA or NAFTA
2), the vote will be based less on partisan politics than the importance of Canadian trade to a state
or congressional district. In other words, the USMCA will have overwhelming support from border
states as well as those with meaningful trade with Canada which will be enough to secure its
passage.
As for possible legislative initiatives, infrastructure is often mentioned but it will be challenging to
pass anything through a Republican senate because of the parties’ different approaches. Democrats
typically want direct government intervention and spending, whereas Republicans, historically,
have distrusted government and prefer public-private partnerships.
Health care is an area that will be difficult to find agreement, although one would expect Democrats
to make some proposals that will almost certainly be voted down by the senate. Drug pricing could
be the exception given the attention that Trump has given it. But one should not expect major
health care reform; Just some measures around the edges.
Trade will remain the domain of the executive with little impact on current U.S.-China negotiations.
However, Democrats are not averse to the concerns that the administration is voicing about China.
There is a rising consensus in Washington that the relationship must change because China has
“taken advantage” of the U.S. As a result, Democrats are more likely to stand behind Trump on many
of these negotiations with China.
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It is likely that Democrats will use their new position as the head of various committees to launch
their own investigations into Russian meddling in U.S. elections, Trump’s businesses and the extent
to which these companies may be benefitting from his presidency. They have the power to
subpoena members of the Trump family and past associates which they are likely to use. Trump
isn’t likely to take it well. If Democrats overplay their hand it could negatively affect business
sentiment, especially if they push to impeach the president. Impeachment would not pass the twothirds majority needed in the senate.
The U.S. was divided before the election and it is likely to be more polarized going forward. Many of
the newly elected Democrats are from the left wing of the party and many of the Republicans that
lost their seats were more centrist. With both parties being represented by the more ideological
wings of their respective parties, the notion that they will be able to find some common ground
appears optimistic. The likelihood is that U.S. politics will be more of the same.
In Signature’s view, expect gridlock, which historically is not a bad condition for markets.
We recently increased our equity allocation from underweight to neutral in our balanced funds
following the October correction and do not see the midterm election results as a reason to change
our neutral positioning at this time.
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FOR ADVISOR USE ONLY. No portion of this communication may be reproduced or distributed to clients
as it may not comply with Sales Communications requirements.
This commentary is published by CI Investments Inc. It is provided as a general source of information and should
not be considered personal investment advice or an offer or solicitation to buy or sell securities. Every effort has
been made to ensure that the material contained in this commentary is accurate at the time of publication.
However, CI Investments Inc. cannot guarantee its accuracy or completeness and accepts no responsibility for
any loss arising from any use of or reliance on the information contained herein.
Certain statements in this document are forward-looking. Forward-looking statements (“FLS”) are statements
that are predictive in nature, depend upon or refer to future events or conditions, or that include words such as
“may,” “will,” “should,” “could,” “expect,” “anticipate,” “intend,” “plan,” “believe,” or “estimate,” or other similar
expressions. Statements that look forward in time or include anything other than historical information are
subject to risks and uncertainties, and actual results, actions or events could differ materially from those set
forth in the FLS. FLS are not guarantees of future performance and are by their nature based on numerous
assumptions. Although the FLS contained herein are based upon what CI Investments Inc. and the portfolio
manager believe to be reasonable assumptions, neither CI Investments Inc. nor the portfolio manager can
assure that actual results will be consistent with these FLS. The reader is cautioned to consider the FLS carefully
and not to place undue reliance on FLS. Unless required by applicable law, it is not undertaken, and specifically
disclaimed that there is any intention or obligation to update or revise FLS, whether as a result of new
information, future events or otherwise.
Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund
investments. Please read the prospectus before investing. Mutual funds are not guaranteed, their values change
frequently and past performance may not be repeated.
The statements contained herein are based on material believed to be reliable. Where such statements are
based in whole or in part on information provided by third parties, they are not guaranteed to be accurate or
complete. CI Investments Inc. and its affiliates and related entities are not liable for any errors or omissions in
the information or for any loss or damage suffered.
®CI Investments and the CI Investments design are registered trademarks of CI Investments Inc. ™Signature
Global Asset Management and ™Signature Funds are trademarks of CI Investments Inc. Signature Global Asset
Management is a division of CI Investments Inc.
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