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ith the conclusion of the 2024 presidential election and Donald Trump's victory as President of the United States, significant questions arise
about the repercussions on the global financial landscape, particularly the U.S. stock market. Trump's distinctive policy proposals and governance style
have historically influenced market dynamics. This article provides an in-depth analysis of the potential positive and negative ramifications of a second
Trump term on the stock market.
Positive Impacts
1. Continuation of Tax Reduction Policies
A cornerstone of Trump's economic agenda has been tax cuts. Should he secure re-election, it is likely he will advocate for further reductions in
corporate tax rates, potentially lowering them to 15%. Such a move could substantially enhance the profitability of businesses, especially large
multinational firms. These companies may utilize the tax savings to increase capital investments, repurchase shares, and boost returns for
shareholders, thereby propelling stock prices upward.
2. Easing of Financial Regulations
Trump has indicated a desire to roll back regulatory constraints on the financial sector. This shift could create a more favourable environment for banks
and financial institutions, fostering increased profitability and encouraging innovative financial products and investment activities. A reduction in
regulation may lead to a surge in financial stocks and attract significant capital inflows, further bolstering the overall performance of the stock market.
3. Support for Traditional Energy Sectors
Trump has consistently advocated for the traditional energy sector, including the oil and gas industries. If re-elected, he is expected to relax
environmental regulations affecting these sectors, thereby providing greater policy support. This would likely enhance energy stocks' performance,
particularly in a climate of rising oil prices, as these companies could realize higher profit margins.

4. Infrastructure Development Initiatives

Trump has repeatedly expressed a commitment to advancing infrastructure projects. Increased investment in infrastructure could stimulate growth in
related industries such as construction, engineering, and materials, offering a further boost to stock market performance.

Negative Impacts
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1. Trade Protectionism Risks

Trump's trade policies often reflect a strong protectionist stance, notably characterized by high tariffs on major trading partners like China. Such an
approach could exacerbate international trade tensions and disrupt global supply chains. Industries reliant on exports may face diminished profitability,
potentially exerting downward pressure on the stock market.

2. International Relations Uncertainty

Trump's foreign policy is marked by an aggressive approach, which may amplify geopolitical risks and contribute to market volatility. Heightened
geopolitical tensions can lead to fluctuations in investor sentiment, affecting the stock market's stability and predictability.

3. Growing Fiscal Deficits

The combination of tax cuts and increased government spending under Trump's administration may further escalate the U.S. fiscal deficit. Over time,
this could raise concerns about the nation's debt levels and result in rising interest rates, creating additional pressure on the stock market and eroding

investor confidence.

4. Intensified Social Divisions

Trump's policies may exacerbate economic inequality, potentially leading to social unrest. Such divisions could undermine consumer confidence and
demand, creating latent negative effects on the market.

Future Outlook

Should Trump be re-elected, the stock market will face a landscape filled with both challenges and opportunities. Investors must remain vigilant in
monitoring his policy developments to craft effective investment strategies. While short-term market volatility may occur, Trump's policies could
simultaneously unveil new investment avenues in specific sectors. In this evolving policy environment, investors are encouraged to maintain flexibility,
adjusting their portfolios in response to industry trends and policy impacts to optimize returns.

In summary, Trump's re-election could introduce significant variables into the stock market, presenting unique opportunities for investors. Navigating
this complex landscape will require agile adaptation and careful analysis, serving as the keys to success in an uncertain financial environment.

By Mofiz Chan
The author is the chairman of Hong Kong Securities and Futures Professionals Association.
The views do not necessarily reflect those of Orange News.
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