
Key takeaways

 As votes in the US midterm elections are being tabulated, the balance of 

power is still uncertain. There are likely three scenarios: 1) Democrats win 

the House and Senate; 2) Split Congress as Democrats and Republicans 

each have a majority in one chamber; and 3) Republicans take control of 

both the House and Senate. Historically, a gridlock situation has been 

positive for equities, but the debt ceiling debate could cause some volatility.

 Headline CPI inflation rose just 0.4% MoM in October (consensus 0.6%), with 

the YoY rate falling to 7.7% from 8.2%, while core CPI rose just 0.3% MoM in 

October (consensus 0.5%), with the YoY rate falling to 6.3% from 6.6%. This 

was the weakest monthly pace since September 2021. Markets are now 

expecting ‘just’ 50bp of rate hikes by the Fed in December.

 Bonds rallied sharply on the news, and we maintain our overweight on 

investment grade bonds while managing duration. Equities bounced sharply 

as well but we believe further upside is limited by the fact that slower inflation 

is a reflection of a slowing growth outlook. We prefer quality companies that 

generate cash, earnings, and maintain low levels of debt. Interest rate 

differentials still support the US dollar, especially against EUR and GBP, but 

the upward momentum may be slowing. 
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Undecided election results amid further signs 

of slowing inflation
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