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both directions.

Only two more weeks to go until Election Day. Indeed, al-
most 28 million votes have already been cast nationally,
corresponding to 20% of the total turnout in 2016." Time for
one more update of our U.S. election probabilities. It is
probably going to be the final one.

For the White House, we currently see a 75% probability of
a Democratic win, with 25% for the Republican nominee
winning. As for combined Congressional and Presidential
results, the probabilities for a Democratic sweep, a Republi-
can sweep and various forms of divided government are
53%, 7% and 40% respectively. Of the 40% divided govern-
ment, roughly 14% corresponds to the status quo, i.e.
Trump winning re-election, Democrats holding on to the
House and Republicans to the Senate. The remaining 26%
largely correspond to a new Biden administration facing at
least partial Republican control in Congress, notably a 20%
probability of Republicans holding on to the Senate despite
a Biden win, while failing to win back the House. (All figures
are rounded to the next full percentage point — see below
table for details.)

Long-time followers of our forecasts will notice that we are
finally taking out the 5% for “Other” scenarios, as well as
putting the names of the two contenders in below table in
quotation marks. That 5% was initially designed to capture
three things. Namely, the shrinking chance of a third-party
candidate winning; the risk of one of the two nominees fall-

! https://electproject.github.io/Early-Vote-2020G/index.html as of 10/19/20

_ For the White House, we currently see a 75% probability of a Democratic win, with
25% for the Republican nominee winning.

_ As for combined Congressional and Presidential results, we now see 53% proba-
bility for a Democratic sweep.

_ Voter engagement is unusually high this year, introducing plenty of uncertainty — in

ing sick; or the process descending into chaos, with the next
President being picked by some other means than the Elec-
toral College.

Following President Donald Trump’s recent bout with Covid-
19, we feel that now is the time to formally remove this set
of scenarios from our table. During a global pandemic, fur-
ther health developments can certainly not be ruled out for
either ticket. However, these are difficult to quantify. With
voting already under way, it also seems increasingly clear
how either party would react if one of the two Septuagenari-
ans at the top of the ticket had to withdraw: most probably,
they would be replaced by their running mate.

Taking out the “Other” scenarios also has the advantage of
making our probabilities more easily comparable with those
of other forecasters.? Avid readers will notice that our fore-
casts are showing a more Republican-leaning picture
throughout — not just for the Presidency, but also for the
Senate and House, where separate forecasts are available.
That has one practical and several more philosophical rea-
sons.

The practical reason is that we initially put together our
basic forecasting approach more than 1 year ahead of No-
vember’'s vote, so that its results could feed into our 12-
month investment strategy. As a result of this and other
methodological choices described in previous publications,®
we try to mimic what is happening in all 538 Congressional

?such as https://projects.fivethirtyeight.com/2020-election-forecast/ and https://projects.economist.com/us-2020-forecast/president.
3 https://www.dws.com/insights/us-election-2020/cio-special-us-elections/ and https://www.dws.com/insights/cio-view/macro/an-early-roadmap-to-us-politics-in-
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and all 56 Electoral-College contests and showing net re-
sults for the overall, national picture. The alternative would
be having formal models for each event, which is a lot more
labor-intensive and largely meaningless until a few months
before Election Day (before that, it is often not clear who the
candidates are or how the public might respond to specific
candidates). In this, we partly rely more than other forecast-
ers on somewhat heuristic inputs such as the Generic Con-
gressional ballot* which tend to be lagging indicators in the
final stages of U.S. election races. In other words, our fore-
casts implicitly assume that come Election Day, recent poll-
ing trends favorable for Democrats (both nationally and in
most swing states) are more likely to partially reverse, ra-
ther than accelerate further. How confident are we in this
assumption? Well, that takes us to our — slight — philosophi-
cal differences with some U.S. forecasters.

As we described in previous publications, there are good
reasons to be pretty confident in U.S. polling. The question
is how confident. By historical standards, Joe Biden’s lead
looks very solid indeed. Perhaps most significantly for fore-
casting purposes, there are far fewer Electoral-College (EC)
contests where independent or third-party candidates play a
meaningful role. That means most of them are likely to be
decided by the candidate winning more than 50% of the
vote. (That was the case for all 56 EC contests in 2012, as
we noted in our January “Roadmap,” where we went on to
note: “In 2016, by contrast, 15 contests went to a "winner"
of less than 50% of votes within those states or districts.
Those contests accounted for 157 electoral votes out of
538, i.e. easily enough for an Electoral-College "landslide"
of either Clinton or Trump.”) Given polling for these states
for both head-to-head match ups and presidential approval,
we agree with other forecasters that Biden looks well placed
to be that candidate in more than enough of those swings
states.®

Set against this, one characteristic perhaps underappreciat-
ed by many U.S. observers is that since 1970, turn-out has
typically been in the low to mid 50%. As one astute observ-
er put it, almost 40 years ago: “By 1980 election, a mere
half of the electorate voted in the presidential election and
Ronald Reagan’s “landslide” was effected by little more than
a quarter of the voting-age population.”® The same could be
said of most subsequent winners, and not just those who
owed victory to the vagaries of the Electoral College (like
George W. Bush in 2000 and Trump in 2016). Take Barack
Obama’s dramatic 2008 win in both the popular vote and
the Electoral College in the highest turnout election since
1968, when Republican Richard M. Nixon defeated Demo-
crat Hubert Humphrey. That still corresponded to only 1 in 3
of potentially eligible voters actually casting a ballot for the
Obama-Biden ticket.”

Such low turn-out rates are not necessarily problematic for
forecasting purposes, as long as the participation patterns
of different segments of the electorate are fairly stable over
time. For 2020, however, that is not necessarily a safe as-
sumption. 2020 is likely to see a sharp revival in turn-out,
with various measures of voter engagement long suggest-
ing an unusually high level of interest.® Figuring out who
these new or previously disengaged voters might opt for is
methodologically hard. It is also a fairly unfamiliar challenge
to U.S. pollsters, who typically rely on past voting behavior
in constructing their likely-voter models.

That so many U.S. voters are engaged is in itself a conse-
quence of the Trump presidency familiar from populist elec-
tion victories in other countries. When facing voters for the
first time after their initial electoral breakthrough, the pres-
ence of new populist movements on the ballot tends to
boost voter engagement among both those in favor and
those against the new movement. In our experience, this
dynamic typically gives rise to familiar patterns, when com-
paring polling to actual results. In one, which is especially
common in countries where populists surprisingly won pow-
er with mixed results, turnout goes up with previously disen-
gaged voters wanting to register their opposition to the pop-
ulist government and often by more than pollsters forecast-
ed. Such polling errors can result from a number of factors.
For example, youth turn-out tends can be quite low over
long periods of time but suddenly spike if a candidate or
issue moves center-stage that young voters care about.
(The 2019 elections to the European Parliament, with its
focus on climate change, in many countries provided a nice
illustration.) How much of this effect is or should be cap-
tured in polls is notoriously hard to say in advance. To take
the extreme case of young voters only just reaching voting
age, pollsters tend to rely on the voting behavior of previous
age cohorts to forecast participation. That will tend to under-
state turn-out among young voters, until pollsters have been
wrong on a sufficient number of occasions to adjust their
assumptions (and at some point probably begin to overstate
turnout for the next cohort).

Another related dynamic, though, is that disengaged voters
similar to a populist initial base, only come out in force in
subsequent cycles, and it usually takes pollsters a while to
catch on, just as it did in above example of youth voter turn-
out. This would correspond to the Trump campaign discov-
ering and mobilizing new pockets of disengaged, anti-
establishment Trump fans, perhaps in segments of the pop-
ulation that for other reasons tend to be underweighted or
under-sampled by enough pollsters to meaningfully distort
polling averages. Other sources of bias can also play a
role, such as some groups being unusually reluctant to ad-
mit voting intentions to pollsters, one's neighbor or even
oneself. The size of any such effect is obviously difficult to

“ for an excellent quality-weighted version, see: https:/projects.fivethirtyeight.com/congress-generic-ballot-polls/?ex_cid=irpromo

® For details for the breakdown for Pennsylvania, Michigan and Wisconsin, the trio of states that broke for Trump on Election Day 2016, see, for example https://
projects.fivethirtyeight.com/2020-election-forecast/pennsylvania/ or https://www.nytimes.com/2020/10/12/upshot/polls-wisconsin-michigan-election.html

®New York Times columnist Tom Wicker in his foreword to Mark Bisnow’s (1983) “Diary of a Dark Horse: The 1980 Anderson Presidential Campaign”, Southern

lllinois University Press.
" https:/ballotpedia.org/Voter_turnout_in_United_States_elections

® See, e.g., https://www.pewresearch.org/politics/2020/08/13/election-2020-voters-are-highly-engaged-but-nearly-half-expect-to-have-difficulties-voting/
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forecast, though relatively easy to assess retrospectively by
assessing in which geographic areas a candidate outper-
formed. For example, it is pretty clear that Trump did not
owe his 2016 victory to “shy” Trump voters.® However, it is
quite possible that you could see shy Biden voters in rural
and small-town America in 2020.

All of which is to say that there is plenty of uncertainty in
both directions, and probably more so in 2020 than models
relying on past patterns of the last 50 years or so would
suggest. Given the campaigns both sides have run so far,
and for example, the seeming inclination of Republicans to
deliberately make voting hard for low-propensity voters, we
have leaned towards scenarios of previously disengaged

voters wanting to register their opposition to the Trump
presidency since the start of the campaign.’® And perhaps,
they will do so by even more than pollsters are forecasting.
Set against this, however, Trump’s team has had four years
to prepare for 2020 and try to change the electorate in ways
that is conducive to its re-election efforts. Moreover, many
things campaigns do only become clear with the benefit of
hindsight, when campaign insiders explain what they were
up to. And given their 2016 success, a 1 in 4 chance that
Team Trump actually have some sort of a strategy not quite
obvious from the outside seems about right. Keep in mind,
after all, that the base rate of either party’s ticket winning a
U.S. presidential election is about 50%.

ELECTION-OUTCOME PROBABILITIES (DWS EXPECTATIONS)
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GLOSSARY

The Democratic Party (Democrats) is one of the two political parties
in the United States. It is generally to the left of its main rival, the
Republican Party.

The Electoral College is the body which elects the President and
the Vice President of the United States. It is composed of electors
from each state equal to that state's representation in Congress.

The Republican Party (Republicans), also referred to as Grand Old
Party (GOP), is one of the two major political parties in the United
States. It is generally to the right of its main rival, the Democratic
Party.

The United States Congress is the legislature of the federal govern-
ment. It is comprised of the Senate and the House of Representa-
tives, consisting of 435 Representatives and 100 Senators.

? https:/fivethirtyeight.com/features/shy-voters-probably-arent-why-the-polls-missed-trump/

% See, for example: https://www.economist.com/united-states/2020/10/10/at-risk-of-losing-texas-republicans-scheme-to-limit-democratic-votes
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No liability for any error or omission is accepted by DWS. Opinions and estimates may be changed without notice and involve a number of
assumptions which may not prove valid. DWS or persons associated with it may (i) maintain a long or short position in securities referred to
herein, or in related futures or options, and (ii) purchase or sell, make a market in, or engage in any other transaction involving such securi-
ties, and earn brokerage or other compensation.

DWS does not give taxation or legal advice. Prospective investors should seek advice from their own taxation agents and lawyers regarding
the tax consequences on the purchase, ownership, disposal, redemption or transfer of the investments and strategies suggested by DWS.
The relevant tax laws or regulations of the tax authorities may change at any time. DWS is not responsible for and has no obligation with
respect to any tax implications on the investment suggested.

This document may not be reproduced or circulated without DWS written authority. The manner of circulation and distribution of this docu-
ment may be restricted by law or regulation in certain countries, including the United States.
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