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Introduction 

From late January, Donald Trump will have all the authority of the American executive, 

and the support of a unified Republican Congress, behind him. He will, therefore, be in 

a position to deliver profound and lasting change. The near-term economic effect of a 

Trump presidency is perhaps not of foremost concern to vulnerable racial and religious 

minorities in America, or to nervous NATO allies in eastern Europe. But the economic 

consequences of Mr Trump's presidency could be enormous, and costly. 
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In the short run, the market reaction will receive most attention. Mr Trump will not be 

president until early in 2017, and so it falls to markets to anticipate, and price in, 

expected policy changes. Stock markets are set to open down today, and the election 

could presage a longer slump if investors feel that the uncertainty generated by Mr 

Trump's victory will harm growth and corporate profits. But volatility, rather than a bear 

market, might be the more probable outcome, given the lack of clarity as to what Mr 

Trump will prioritise in office. Bond prices will probably wobble a lot as markets seek 

insurance against risk. Normally, American bonds are the world's great safe haven. 

Treasury prices look set to fall this morning, however. Traders might be second-

guessing the safety provided by American government debt; the trouble for investors is 

that if treasuries are not safe, nothing is. 

Short-run global consequences 

• Money will flow to the USA 

• Add the higher interest rates projected by the Fed, and we have a financing 

shortage in the rest of the world. dependent on Fed, not the President, until 2018 

• Relative to its GDP, Malaysia is going to be one of the countries most affected 

by a reversion to normal Monetary policies. Very high cross border borrowing 

rather than bond or equity.   



 

 

The stock market is no surprise because stocks are bought by the rich. All the changes 

will make them richer. This is openly possible only in America---a country where envy 

about inequality is the least anywhere in the world. Timing makes it hard for the extra 

money to do much for the real economy since Obama left the USA practically at full 

employment. Inflation, deficits and a stronger dollar, --each poses problems.  

 

 

If domestic policies will not push a higher growth rate, will the boost come from new 

trade policies? Malaysia’s high trade/GDP ratio means this will concern Malaysia, 

especially if there are direct reexports by US importers. (I+E)/GDP =28US, 

41CH,134MY 

 



 

 

Since Trump believes that trade depends on ‘negotiation’, what principles  guide 

negotiation?  

The golden rule---He who has the gold makes the rules 

This has a direct corollary that leads to Imperialism and the most depressing days of 

domination. Trump was ready to leave Iraq, but keep the oil---” We should have kept 

the oil”, were the exact words I remember. “He who has the gold makes the rules” leads 

directly to “He who makes the rules gets the gold”. It is a delightful circle for those who 

have.  Malaysia should know: Sultan Nazrin’s recent book has documented that average 

‘Malaysian’ income only rose by 51% between 1900-1939. If it even grew at the 

average GDP growth rate of 3%, instead of going from an income of 100 to 151 from 

100 to 1939, it would be at 330 instead!!. The result? Cycles of resentment and 

resistance, leading to war.  

How will Trump look at trading partners? 

Since Trump’s book gives little indication of his future political inclinations, we have to 

ask where he might get his new core attitudes from? The writings of Steve Bannon are 

probably most indicative in this regard. It will simultaneously give us an idea of the 

beliefs that motivate some of the bas of his supporters. It involves a complete reversal of 

US policy since World War II, especially the philosophy promoted by the Republicans. 

Since WWII, largely due to the vision of the Americans, the world welcomed trade as a 

means of equalizing living standards and creating peace. What mattered was how well 

you could produce---race colour creed and nationality were unimportant. This 

exhilarating philosophy gave everyone globally an equal chance.  

 

 



 

Three main actors involved 

• 1 The President-What does Trump believe? 

• 2 Congress. What does the Republican party want? 

• 3 the American voter.  

In the media we hear more about the three branches of government, 

• 1 The President--Executive 

• 2 Congress---Legislative 

• 3 Courts---Judicial 

The people get indirectly involved by means of a free Press, which is therefore loosely 

referred to as a fourth arm of government. 

 

Can the dream be revived? That is the supremely important economic question.  If I 

sound critical of the American worker in anything that follows, it is entirely 

unintentional. I really, really admire the ordinary American worker. When I went to the 

USA in 1970 I was prepared to find a brash, loud and arrogant people. Instead, the 

ordinary American, was the most polite, hard-working, rights believing and God fearing 

collection I had met. I am both sad and angry at what has happened to them. 

The great unknown—Culture wars 

What will happen on the culture wars is impossible to predict, especially if there is 

another terrorist attack, even an unsuccessful one. Extreme measures can pass. The 

traditional restraints on a President arise from Congress, the independence of the 

judiciary and the free press. President Trump has laid the groundwork for  more extreme 

measures. The President has the support of the legislative branch through Republican 

majorities in both Houses. The Press has already been demonized as the bearers of ‘fake 

news’ and the judiciary has been blamed for halting the so called ‘Muslim ban’.  



 

Once foreign trade depends on ‘buy American, hire American’, others will follow this 

lead. We have a paradox---- America leads the Free world but China now speaks for the 

Free Market world! If Trump succeeds in removing Free Trade as the norm, will 

American workers gain?  

What do I hope for? 

• That the American system can restrain President Trump. Trump has backed 

down on his two China hints and on his threats to phase out NATO. Since the 

USA is determined to stay overwhelmingly strong, this is reassuring to the rest 

of the world---well beyond Europe.  

• General Mattis has reassured Iraq that the USA has no intention of taking away 

it’s oil, the system has already worked. 

• Let us hope the system continues to work for another four years!  
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