
 
C O N S U L T I N G  
 

300A CATHEDRAL COURT, NEW STREET, DUBLIN 8     WWW.TRIDENTCONSULTING.IE     PHONE 01 4853885 
 

TRIDENT BENEFIT CONSULTING LTD T/A TRIDENT CONSULTING, PENSION SOLUTIONS IS REGISTERED IN IRELAND NUMBER 416364     
REGISTERED OFFICE AS ABOVE    DIRECTORS: JOHN O’CONNELL, ISABEL RYAN 

14 November 2016 
 
A change in direction for US policy 
Investors should be concerned about the potential for inflation and its negative impact on bonds 
and cash holdings 
 
US 10 year Government bond yields have increased by 0.35% since the result of the US election1. 
 

Future US Government policy in a number of areas is not 
known but many of President-elect Trump’s policies are 
inflationary. 
1. Rebuilding infrastructure at a faster pace 
2. Cutting tax 
3. More defence spending 
4. Inhibiting trade 
 
The Committee for a Responsible Federal Budget 
estimates that Mr Trump’s plans would add $5.3 trillion to 
the US national debt (which is approx. $19.5 trillion at 
present). 
 
Matt Tucker, Investment Analyst with Quantum Advisory2 
writes as follows: 

  
Longer term market impact 
Whilst his promise of tax cuts would boost economic growth, his proposals to simultaneously increase 
infrastructure and defence spending would increase the budget deficit and potentially increase borrowing costs. 
His anti-trade rhetoric – threatening the unilateral withdrawal from NAFTA, which would allow the government to 
impose tariffs on imported goods – would likely hinder US growth prospects and potentially spark a trade war. 
Furthermore, his anti-immigration policies would likely prove detrimental to economic growth. However, it 
remains to be seen whether House Republicans would support such extreme measures, with the US electoral 
system’s wide range of checks and balances likely to prevent such divisive actions being undertaken. 

 
As always, the future direction of investment markets cannot be known. However, bond markets have had a very 
long period of growth, boosted by declining bond yields. The confidence underlying these markets can be eroded 
quite quickly and an event such as a change in US Government policy could be a trigger for a change in direction. 
 
Against this, the Quantitative Easing programme in Europe may be extended for a further period. This would have 
the effect of supporting Eurozone bond markets. However, such supports could be overwhelmed by a change in 
market sentiment. 
 
Investors with a bias towards historically safe investment funds may feel the brunt of a change in sentiment if it 
happens. Government bond funds are vulnerable to a change in sentiment. If this happens, investors in bonds or 
those investing in cautiously managed funds (which are weighted towards bonds) are vulnerable to a capital loss3. 
 
Please contact John O’Connell (john@tridentconsulting.ie / 01-4853887) if you wish to discuss your current 
investments. 

                                                
1 Source: https://www.bloomberg.com/quote/USGG10YR:IND  
2 Quantum Advisory is the UK member of the GAPS network of pension experts, of which Trident Consulting is a member.  
3 The value of Government bonds falls as the yield on Government bonds increases. 
 


