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Both candidates expected to widen the budget deficit

Kamala Harris emerged as the winner of the presidential debate against Trump.
Harris stood out with her more forward-looking vision, emphasizing themes such as
abortion, rule of law and foreign policy towards wars in Ukraine and Gaza. Conversely,
Trump focused on criticizing the current administration without providing clear plans or
detailed initiatives.

Harris> stronger performance was noted in the prediction markets as well. The
candidates were practically tied prior to the debate (see p. 2), but Harris now holds a
narrow (55%/45%) lead over Trump. She has performed well in post-debate polls as
well, but we emphasize that the situation in key swing states remains far from clear. Harris
maintains a narrow lead in Nevada and Wisconsin, while Trump has a slight edge in
Arizona and North Carolina. Inthis scenario, delegates would be divided 242 for Harris to
246 for Trump with 50 still undecided over Michigan (15), Pennsylvania (19) and Georgia
(16). Both candidates would need to win 2/3 of the tied states to clinch the victory.
Historically, Pennsylvania has voted for the winning candidate, and securing it has also led
to victories in Michigan and Wisconsin in the past eight elections.

On the economic front, both candidates are expected to widen the budget deficit
compared to the latest CBO forecast, which stands at USD 1.9tn (-6.5% of GDP) in 2025.

Harris would continue much of Biden’s FY2025 budget, with proposals to reduce taxes for
low- and middle-income households through expanded tax credits and healthcare subsidies,
partially financed by corporate tax raises. Her largest proposal, the reintroduction of the
Child Tax Credit, is expected to increase deficits by USD133.5bn on average over the
next four years, widening the deficit as % of GDP by 0.4 pp. on average.

On the other hand, Trump’s budget plans are estimated to drive larger deficit increases,
focusing on extending the 2017 Tax Cutsand Jobs Act (TCJA), lowering corporate taxes,
and eliminating income taxes on Social Security benefits. For instance, extending
individual TCJA tax provisions would add USD 260bn to the deficit on average during the
next four years, corresponding to an average increase in deficit as % of GDP by 0.8 pp.

While Trump’s policies are expected to widen the budget deficit the most, polls show that
37% of respondents see Trump as more likely to focus on reducing debt compared to 30%
for Harris, with 30% indifferent, based on post-debate data. Besides changes in public
spending, the implications for economic growth matter for the deficits as well. Trump’s
proposed tariff increases have been estimated to counteract most, if not all of the positive
growth impact from easier tax policies.

Importantly, it is far from certain that either candidate can fully implement their
policies, as political deadlock is possible. Republicans remain favourites to regain control
of the Senate, which means they also have arelatively better chance of winningall three
elections. Prediction markets price the odds of a Republican sweep at 28.5%,
compared to 21.5% for Democrats. However, the spread narrowed after the Fed’s larger-
than-expected rate cut, which could provide tailwinds to the economy (chart on p. 2).

Important disclosures and certifications are contained from page 3 of this report.

Key points

o 47 days until the election

o \While both candidates are
projected to widen the budget
deficit, Trump’s proposals are
likely to drive larger increases

e Linkto ourupcomingwebinar: US
elections - The final stretch
[Thursday 10 October 2024 at
10.00-11.00 CET, Teams])

Our base scenario

e Harris is the slim favourite to win
the presidential election.
Republicans are likely to win the
race for Senate. House is difficult
to call but is leaning Democratic.

e Harris win with divided congress
would be the most likely outcome
to maintain policy status quo

Regardless of the outcome, the deficit
is likely to continue widening

Deficit projections based on Trump's and Harris' campaign
proposals relative to CBO's current baseline
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Gauging the temperature of the US Presidential Election

Current status in swing states according to polls Previous results in swing states
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Republican sweepis still the most likely outcome according
to prediction markets, but the odds declined after the Fed's Current outlook for electoral votes
larger-than-expected rate cutin the September meeting.
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Disclosure and disclaimer

This research report has been prepared by Danske Bank A/S (‘Danske Bank’).
Analyst certification

Each research analyst responsible for the content of this research report certifies that the views expressed in the
research report accurately reflect the research analyst’s personal view about the financial instruments and issues
covered by the research report. Each responsible research analyst further certifies that no part of the compensation
of the research analyst was, is or will be, directly or indirectly, related to the specific recommendations expressed
in the research report.

Regulation

Danske Bank is authorised and regulated by the Danish Financial Services Authority (Finanstilsynet). Danske Bank
is authorised by the Prudential Regulation Authority in the UK. Subject to regulation by the Financial Conduct
Authority and limited regulation by the Prudential Regulation Authority. Detailsaboutthe extentof our regulation
by the Prudential Regulation Authority are available from us on request.

Danske Bank’s research reports are prepared in accordance with the recommendations of Capital Market Denmark.
Conflicts of interest

Danske Bank has established procedures to prevent conflicts of interest and to ensure the provision of high -quality
research based on research objectivity and independence. These procedures are documented in Danske Bank’s
research policies. Employees within Danske Bank’s Research Departments have been instructed that any request
that might impair the objectivity and independence of research shall be referred to Research Management and the
Compliance Department. Danske Bank’s Research Departments are organised independently from, and do not
report to, other business areas within Danske Bank.

Research analysts are remunerated in part based on the overall profitability of Danske Bank, which includes
investment banking revenues, butdo not receive bonuses or other remuneration linked to specific corporate finance
or debt capital transactions.

Financial models and/or methodology used in this research report

Calculations and presentations in this research report are based on standard econometric tools and methodology &
well as publicly available statistics for each individual security, issuer and/or country. Documentation can be
obtained from the authors on request.

Risk warning

Major risks connected with recommendations or opinionsin this research report, including as sensitivity analysis
of relevant assumptions, are stated throughout the text.

Expected updates

Bi-weekly.

Date of first publication

See the front page of this research report for the date of first publication.

General disclaimer

This research has been prepared by Danske Bank A/S. It is provided for informational purposes only and should
not be considered investment, legal or tax advice. It does not constitute or form part of, and shall under no
circumstances be considered as, an offer to sell or a solicitation of an offer to purchase or sell any relevant financia
instruments (i.e. financial instruments mentioned herein or other financial instruments of any issuer mentioned
herein and/or options, warrants, rights or other interests with respect to any such financial instruments) (‘Relevant
Financial Instruments”).

This research report has been prepared independently and solely on the basis of publicly available information that
Danske Bank A/S considers to be reliable but Danske Bank A/S has not independently verified the contents hereof.
While reasonable care has been taken to ensure that its contents are not untrue or misleading, no representationor
warranty, express or implied, is made as to, and no reliance should be placed on, the fairness, accuracy,
completeness or reasonableness of the information, opinionsand projections contained in this research report and
Danske Bank A/S, its affiliates and subsidiaries accept no liability whatsoever for any direct or consequential loss,
includingwithout limitation any loss of profits, arising from reliance on this research report.

The opinions expressed herein are the opinions of the research analysts and reflect their opinion as of the date
hereof. These opinions are subject to change and Danske Bank A/S does not undertake to notify any recipient of
this research report of any such change nor of any other changes related to the information provided in this research
report.

This research report is not intended for, and may not be redistributed to, retail customers in the United Kingdom
(see separate disclaimer below) and retail customers in the European Economic Area as defined by Directive
2014/65/EU.

This research report is protected by copyright and is intended solely for the designated addressee. It may not be
reproduced or distributed, in whole or in part, by any recipient for any purpose without Danske Bank A/S’s prior
written consent.
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Disclaimer related to distributionin the United States

This research report was created by Danske Bank A/S and is distributed in the United States by Danske Markets
Inc., a U.S. registered broker-dealer and subsidiary of Danske Bank A/S, pursuant to SEC Rule 15a-6 and related
interpretations issued by the U.S. Securities and Exchange Commission. The research report is intended for
distribution in the United States solely to ‘U.S. institutional investors’ as defined in SEC Rule 15a-6. Danske
Markets Inc. accepts responsibility for thisresearch report in connection with distributioninthe United States solely
to ‘U.S. institutional investors’.

Danske Bank A/S is notsubject to U.S. rules with regard to the preparation of research reportsand the independence
of research analysts. In addition, the research analysts of Danske Bank A/S who have prepared this research report
are not registered or qualified as research analysts with the New York Stock Exchange or Financial Industry
Regulatory Authority but satisfy the applicable requirements of anon-U.S. jurisdiction.

Any U.S.investor recipientof this research report who wishes to purchase or sell any Relevant Financial Instrument
may do so only by contacting Danske Markets Inc. directly and should be aware thatinvestingin non-U.S. financia
instruments may entail certain risks. Financial instruments of non-U.S. issuers may not be registered with the US.
Securities and Exchange Commission and may not be subject to the reportingand auditing standards of the U.S.
Securities and Exchange Commission.

Disclaimer related to distribution in the United Kingdom

In the United Kingdom, this document is for distribution onlyto (I) persons who have professional experience in
matters relating to investments falling within article 19(5) of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005 (the ‘Order’); (II) high net worth entities falling within article 49(2)(a) to (d) of
the Order; or (111) persons who are an elective professional client or a per se professional client under Chapter 3 of
the FCA Conduct of Business Sourcebook (all such persons together beingreferred to as ‘Relevant Persons’). In
the United Kingdom, this document is directed only at Relevant Persons, and other personsshould not act or rely
on this document or any of its contents.

Disclaimer related to distributionin the European Economic Area

This document is being distributed to and is directed only at persons in member states of the European Economic
Area (‘EEA’) who are ‘Qualified Investors’ within the meaning of Article 2(e) of the Prospectus Regulation
(Regulation (EU)2017/1129) (‘Qualified Investors”). Any person inthe EEA who receives this document willbe
deemed to have represented and agreed that it is a Qualified Investor. Any such recipient will also be deemed to
have represented and agreed that it has not received this document on behalf of persons in the EEA other than
Qualified Investors or persons in the UK and member states (where equivalent legislation exists) for whom the
investor has authority to make decisions on awholly discretionary basis. Danske Bank A/S will rely on the truth
and accuracy of the foregoing representations and agreements. Any person in the EEA who is not a Qualified
Investor should not act or rely on this document or any of its contents.
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