
 

 1 

MNI POLITICAL RISK ANALYSIS - US Midterm 

Election Preview 

Democrats in Damage Control as Inflation Powers GOP Surge 
by Adam Burrowes 

On November 8, the United States will hold midterm elections for the Senate seats of 35 

class-three Senators, all 435 seats in the House of Representatives, 39 governorships, and 

a plethora of state and local level offices. 

Key Takeaways 
• The Republican Party is favoured to take control of the House of Representatives 

and slightly favoured to win the Senate but, with the Senate map tilted towards 

Democrats, the GOP will need favourable results across the board to take control of 

the upper chamber. 

• Although political impact of the Supreme Court “Dobbs” decision appears to have 

receded from the summer when it looked set to push the political environment 

towards Democrats it may still play a role in key races. 

• A strong performance from Republicans will lead to shakeup of Democrat leadership 

and lay down the groundwork for the 2024 presidential election.   
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Election Scenario Matrix 
Chart 1: Percentage Chances of Each Party Winning Chambers of Congress 

 Republican Democrat  

House and Senate 40% 10% House and Senate 

Just Senate 15% 35% Just Senate 

Just House 35% 15% Just House 

None 10% 40% None 

Source: MNI 
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Midterms Scenario Analysis   
 
Republican House – Democrat Senate 55% 

• The most likely outcome on Tuesday. If Democrats lose control of the House, 
President Biden will be effectively blocked from moving forward with his legislative 
agenda. Biden will be confined to legislating via executive orders and constrained to 
areas of foreign policy and trade. Biden has used executive orders to expand 
COVID-19 policy, bolstering supply chains by invoking the Defence Production Act, 
and proposing student loan relief. The loan relief plan is subject to a legal challenge 
from Republican state authorities, potentially a sign that the GOP will move to block 
executive orders which Republicans see as overstepping executive authority.  

• Holding the Senate would allow Democrats to continue approving Biden’s judicial and 
ambassadorial nominations.  

• A Republican House will be granted authority to lead Congressional investigations. 
House Republicans under the stewardship of new Speaker Kevin McCarthy (R-CA) 
would certainly disband the January 6 Committee investigating the role of former 
President Donald Trump in the unrest which followed the 2020 presidential election. 
Other Congressional probes may be formed to investigate the business dealings of 
Biden’s son, Hunter Biden, and investigate an alleged politicisation of the Department 
of Justice and FBI.   

 
Republican House and Senate 35% 

• If the GOP gains control of both chambers of Congress, there will be implications for 
the 2024 presidential election and Democrats will find their legislative agenda - 
already prone to gridlock due to Democrats’ razor thin Congressional majority - 
critically impeded. 

• Biden will find a run at a second term increasingly untenable. This is especially true 
as his framing of the midterms as a “referendum on Democracy” will be seen as 
repudiated by the electorate. 

• Trump will certainly claim the result as a validation of his political endorsements and 
launch a formal 2024 presidential bid. Trump has teased a 2024 bid throughout the 
midterm cycle. Trump said at a rally in Iowa on the 3rd of November: “I will very, very, 
very probably do it again, OK? Very, very, very probably. Get ready. That’s all I’m 
telling you. Very soon. Get ready. Get ready.” 

• Republicans in the Senate will likely obfuscate Biden’s federal nominations leaving 
already delayed appointments in key positions unfilled.    

 
Democrat House and Senate 10% 

• This outcome would be considered a major shock on Election Day. If Democrats pick 
up two seats in the Senate, the importance of the votes of centrist Democrat 
Senators Joe Manchin (D-WV) and Kyrsten Sinema (D-AZ) will be marginalised and 
key policy objectives on reproductive rights and electoral reform will be unlocked.  

• A failure of Trump’s hand-picked candidates would greatly increase the prospect of 
Florida Governor Ron DeSantis (R-FL) taking the 2024 Republican presidential 
nomination.   
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Senate Scenarios 
 
Tossup (50%) 

• This is the most likely outcome on Tuesday. In this scenario, Democrats hold 
Arizona, New Hampshire, and Colorado. Control of the Senate would then fall to the 
tossup races in Georgia, Pennsylvania, and Nevada. A one-seat swing either way is 
most probable.  

• Within this scenario, the Senate could be determined by a runoff in the Georgia 
Senate race (where neither candidate wins over 50% of the vote due to the presence 
of a Libertarian Party candidate) and a delay in announcing the result likely.  

 
Red Wave (40%) 

• The second most likely outcome: In a red wave scenario, the GOP holds all 
incumbent seats and flips the tossups – Nevada, Arizona, and Georgia. This scenario 
also brings into play New Hampshire and Colorado and provides a pathway to 
delivering 54 Senate seats to the GOP. This scenario will force a restructuring of 
Democrat leadership and likely rule Biden out of a 2024 run.   

 
Roe Wave (10%) 

• Although it appeared possible during the Democrat surge over the summer, a “Roe 
Wave” is now considered the least likely scenario. Within a Roe wave scenario, 
Democrats hold their incumbent seats and flip Pennsylvania, Ohio, and Wisconsin 
with an outside chance of a run at North Carolina and Florida.   

• This looked a distinct possibility during the summer as the Supreme Court decision to 

overturn Roe vs Wade compelled a string of special election successes for 

Democrats and appeared poised to mobilise ambivalent Democrats and 

independents. 

• This may be the least probable pathway, but it should not be ruled out as systemic 

polling errors have failed to detect underlying trends in recent election cycles and the 

only “hard evidence” available since the SCOTUS decision (the special elections) 

points to a Democrat overperformance.  

Key Senate Races 
Democrats and Republicans currently split the upper chamber 50-50 with Vice President 

Kamala Harris casting the tie-breaking vote for the Democrats.  

• This midterm cycle, Republicans are defending 21 seats and Democrats only 14. 

This provides fewer pathways for Republicans to flip the seats required to take 

control of the Senate.  

• Also working against the GOP is retirements of Senators Pat Toomey (R-PA), 

Richard Burr (R-NC), and Rob Portman (R-OH) in races which have potential for 

close outcomes. Without the insulation of incumbency, these Senate seats are 

considered more vulnerable to flipping.   

• Eleven of the Senate seats up for election in 2022 were won by fewer than 10 

percentage points the last time they were up for election. Seven of those were won 
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by fewer than 5 percentage points. Four are held by a Democrat and three are held 

by a Republican (see: chart 4). 

• MNI identifies Nevada, Pennsylvania, Georgia, Arizona, and New Hampshire as the 

key battleground Senate races.  

• Missouri, Wisconsin, North Carolina, Colorado, Washington, Utah, and Florida could 

come into play in a red or blue wave scenario.  

 

Senate Chart Pack 
Chart 2: 2022 Senate Election (Consensus Map) 

 

Source: 270toWin 
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Chart 3: Partisan Control of the Senate (Over Time) 

Source: MNI, Ballotpedia 

Chart 4: Senate Races, Margin of Victory, and Party Affiliation 

State Incumbent Assumed Office Margin of Victory, % 
New Hampshire Maggie Hassan 2017 0.1 

Pennsylvania OPEN 2011 1.5 
Georgia Raphael Warnock 2021 2.1 
Nevada Catherine Cortez Masto 2017 2.4 
Arizona Mark Kelly 2020 2.4 
Missouri OPEN 2011 2.8 

Wisconsin Ron Johnson 2011 3.4 
North Carolina OPEN 2005 5.7 

Colorado Michael Bennet 2009 5.7 
Florida Marco Rubio 2011 7.7 
Indiana Todd Young 2017 9.7 

Source: MNI, Ballotpedia 

Chart 5: Incumbents Not Seeking Re-Election 

Name Party State Date Announced 
Richard Burr Republican North Carolina July 20, 2016 
Pat Toomey Republican Pennsylvania October 5, 2020 
Rob Portman Republican Ohio January 25, 2021 

Richard Shelby Republican Alabama February 8, 2021 
Roy Blunt Republican Missouri March 8, 2021 

Patrick Leahy Democrat Vermont November 15, 2021 
Source: MNI, Ballotpedia 

Chart 6: Partisan Control of the Senate (Over Time) 

State Incumbent 2016 Margin 2020 Presidential Margin  
New Hampshire Maggie Hassan D+0.1 D+7.3 

Pennsylvania OPEN R+1.5 D+1.2 
Georgia Raphael Warnock D+2.1 D+0.2 
Nevada Catherine Cortez Masto D+2.4 D+2.4 
Arizona Mark Kelly D+2.4 D+0.3 
Missouri OPEN R+2.8 R+15.4 

Wisconsin Ron Johnson R+3.4 D+0.7 
North Carolina OPEN R+5.7 R+1.3 

Colorado Michael Bennet D+5.7 D+7.2 
Source: MNI, Ballotpedia 
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Opinion Polling and Betting Market Overview 
• Opinion polling has vacillated between strongly favouring the Republicans in late 

2021 and early 2022 - precipitated by a collapse in Democrat approval following the 

withdrawal of US troops from Afghanistan, and key legislative failures - and 

appearing to slightly favour the Democrats after the Supreme Court “Dobbs” 

decision. 

• A week out from the midterms, betting markets lean slightly more towards the GOP 

than election analysts. For example, betting exchange Smarkets assigns 

Republicans in the Ohio, North Carolina, and Wisconsin Senate races with an implied 

probability of winning of close to 90%. FiveThirtyEight puts these races all around 

80% probability of GOP victories.    

 

Chart 7: Betting Market Implied Probability of Victory in Senate Races, % 

 

Source: MNI, Smarkets 
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Senate Races to Watch 
Georgia 

 

Pennsylvania 

Nevada 

   

   

   

   

   

   

   

    ul     ul    Aug    Sep    Sep     ct     ov

    R  etterman  D 

   

   

   

   

   

   

   

   

    ay     un     ul    Sep     ct

Corte   asto  D  a alt  R 

For much of the cycle, Democrat John Fetterman (D-PA) 

maintained a double-digit polling lead over Trump-endorsed 

celebrity surgeon Dr Mehmet Oz - one of the primary 

reasons Democrats were favoured to retain control of the 

Senate.  

The race has since tightened into one of the closest in the 

country with Oz scoring points on the economy, crime, and 

 etterman’s inconsistent position on fracking. 

   has also questioned  etterman’s suitability for office 

after a stroke he suffered in May. During an October 

debate, the e tent of  etterman’s processing problems 

were on display and failed to dispel doubts over his health. 

The race is a tossup, but the political environment may be 

enough to push Oz over the line.   

The Nevada Senate seat of Senator Catherine Cortez 

Masto (D-NV) is seen as the most likely pickup opportunity 

for the GOP. 

Republican candidate Adam Laxalt has run a strong 

campaign on a slightly more moderate version of 

Trumpism.   

The race is a microcosm of the broader political 

environment. Cortez Masto has accused Laxalt of 

supporting a restrictive abortion ban and Laxalt has 

attacked Cortez Masto on the economy.  

In a state hit hard by COVID-19, gas prices, and the 

tourism decline  a alt’s message has been a well-

received even amongst Latinos, expected to turn out for 

Cortex Masto.  

Smarkets shows Laxalt with a 75% implied probability of 

winning the race – far higher than polling. 

   

   

   

   

   

   

   

    an     eb    Apr     un     ul    Sep     ov

 arnoc   D  al er  R 

Democrat Senator Raphael Warnock (D-GA) took the 

Georgia Senate seat in a special election in 2021.  

Republican Herschel Walker has faced numerous 

scandals including revelations that he allegedly 

pressured former partners to have abortions despite 

supporting a “no-e ception” abortion ban.  

A Democrat campaign ad claimed: “Herschel  al er 

has repeatedly threatened to kill his ex-wife…” 

Warnock has also been subject to scandal. He has 

been accused of misusing campaign funding and his 

ex-wife accused him of domestic violence.  

 al er’s controversial history and political 

inexperience has led to a tighter than expected race. 

A recount is likely and if other Senate races fall as the 

polls suggest then Georgia could again determine 

control of the Senate. 
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New Hampshire 

 

Wisconsin 

 

Arizona 

   

   

   

   

   

   

   

    ul    Aug    Aug    Aug    Sep    Sep    Sep     ct     ct     ct     ov

 elly  D  asters  R 

   

   

   

   

   

   

    ar    Apr     ay     ul    Aug    Sep     ov

Hassan  D Bolduc  R 

   

   

   

   

   Aug    Aug    Aug    Sep    Sep    Sep     ct     ct     ct     ov

 ohnson  R Barnes  D 

A recent poll from Saint Anselm College found 

Republican candidate Don Bolduc statistically tied 

(48%-47%) with incumbent New Hampshire 

Senator Maggie Hassan (D-NH). 

The race is still likely to lean Democrat, but the 

fact a Republican victory is possible is a disaster 

for Democrats as the Senate Majority PAC 

aligned with Senate Majority Leader Chuck 

Schumer (D-NY) spent USD$3.6 million attacking 

Bolduc's more moderate primary opponent. 

Former President Trump endorsed Bolduc last 

week, saying Bolduc "… was a strong and proud 

'Election Denier,' a big reason that he won the 

Nomination...." 
 

The Wisconsin Senate race looks like another 

missed opportunity for Democrats to unseat 

controversial Republican Senator Ron Johnson 

(R-WI). 

Democrat candidate Lt Gov Mandela Barnes 

has run on a progressive platform, seeking to 

portray Johnson as an extreme Senator who 

sought to help Trump overturn the 2020 

election result.  

The latest poll from Marquette Law School 

shows Johnson with a two-percentage point 

lead.  

Arizona Senator Mark Kelly (D-AZ) is another 

Democrat under threat who appeared 

unassailable for much of the summer.  

Until recently, the popular Kelly maintained a 

double-digit polling lead over his Trump and 

Peter Thiel-backed opponent Blake Masters. 

Arizona has trended blue recently and Kelly 

should still have enough momentum to get over 

the line but the extent to which this race has 

tightened shows how powerfully the national 

political environment has shifted away from 

Democrats. 
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North Carolina 

 

Colorado 

 

Ohio 

   

   

   

   

   

   

   

    ul    Aug    Aug    Sep     ct     ct

Bennet  D   Dea  R 

   

   

   

   

   

   

    ay     un     un     ul    Aug    Aug    Sep     ct     ct     ov

Vance  R Ryan  D 

The Colorado Senate race has tightened in 

recent weeks due to a savvy campaign from 

first-time Republican candidate John 

 ’Shea. 

Colorado is an unlikely battleground. Biden 

won the state by 13 points in 2020 and 

Bennet is a popular Senator who made a 

run for president in 2020. 

 ’Dea’s campaign may provide a blueprint 

for Republican lawmakers running in blue 

states.  ’Dea has stated he is opposed to 

Trump running in 2024 and has a moderate 

position on abortion.  

Democrat Rep Tim Ryan (D-OH) has run 

a strong campaign against Trump-

endorsed Republican JD Vance. 

Ryan might not have enough to beat 

Vance, and like O’Shea in Colorado, his 

campaign could offer a blueprint for 

moderate Democrats running in red 

states. 

Ryan has distanced himself from the 

national Democrats, courted Republican 

voters, and received endorsements from 

moderate Democrat Senator Joe 

Manchin (D-WV) and moderate 

Republican Liz Cheney (R-WY).  

   

   

   

   

   

   Apr     un     ul    Sep     ov

Budd  R Beasley  D 

The North Carolina Senate race has been 

one of the most overlooked of the cycle.  

Three-term GOP Senator Ted Budd (R-

NC) has extended his lead over Democrat 

challenger Cheri Beasley in recent weeks 

as the political environment has drifted 

away from Democrats but the race 

remains within the polling margin of error 

and an outside chance of flipping on a 

strong night for Democrats.  

According to an Emerson College Poll, 

Budd has a strong approval rating of 53%. 
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House of Representatives 
Chart 8: House of Representatives Outlook, Over Time  

 

Source: FiveThirtyEight. NB: The FiveThirtyEight “Deluxe” election model runs simulations based upon a broad 

spectrum of data inputs including polling, expert opinion, and partisan lean. 

Chart: Party Chances of Winning Each House Seat 

 

Source: FiveThirtyEight 
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Bellwether House Races 
Indiana 1st District  

• Democrat incumbent Frank Mrvan (D-IN) is defending his seat from GOP challenger 

Jennifer-Ruth Green, an Air Force veteran who would be the only black Republican 

woman in Congress. The district would have gone to Biden by three points in 2020 

and is considered an essential hold for Democrats to avoid a loss of the House. 

Virginia 2nd District 

• Incumbent Elaine Luria (D-VA), a key Democrat on the January 6 Committee, has 

made democracy a central pillar of her campaign. VA-2 is a perennial swing district 

which has changed hands four times since 2000. 

•  uria’s G P challenger, state Senator Jennifer Kiggans, has run a campaign closely 

aligned with the Republican Gov. Glenn Younkin and former President Donald 

Trump.  

Virginia 7th District 

• Incumbent Abigail Spanberger (D-VA) is defending another new district which Biden 

would have won by about seven points. Spanberger put an end to nearly 50 years of 

GOP control of the district when she won her seat in 2018. 

• This is a race characteristic of this cycle - a moderate Democrat running a campaign 

accusing a Republican opponent of an extreme position on abortion. One to watch 

for a signs that “Dobbs” could prove decisive.  

North Carolina 13th District 

• In this newly created district, Democrat State Senator Wiley Nickel is running against 

27-year-old former football player Republican Bo Hines. Hines is endorsed by Trump 

and has self-identified as a "MAGA Warrior". 

• This is another race which will test “Dobbs.”  ic el has canvassed for support from 

moderate Republicans and independents.  

Ohio 9th District 

• Democratic incumbent Rep. Marcy Kaptur, the longest serving woman in House 

history, is facing Republican Air Force veteran J.R. Majewski.  

• Majewski is a prominent supporter of Trump and was present at the US Capitol on 

Jan. 6 (he says he left before the riot). If Kaptur loses here, it could foreshadow 

heavy losses for Democrats. 

Ohio 13th District 

• This newly created House district has drawn considerable attention from outside 

donors who view it as a keystone to House control. 

• Democrat state Rep. Emilia Sykes faces former Trump staffer Madison Gessioto 

Gilbert in another race which directly pits a Democrat message on abortion against a 

Trump-aligned candidate. 
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Illinois 17th District 

• Another open race with diametrically opposed candidates. Democrat Eric Sorensen, 

an openly gay former local TV meteorologist, is facing "unapologetically pro-life" 

Republican Esther Joy King.  

Maine 2nd District 

• Democratic incumbent Jared Golden (D-ME) holds this seat in a Republican leaning 

district. A Golden hold here against Republican Bruce Poliquin would be a sign that 

Democrats may overperform expectations.  

Pennsylvania 17th District 

• An open seat vacated by Democrat Rep. Conor Lamb who chose to run for the 

Senate where he was defeated by Lt Gov John Fetterman in the Democrat primary.  

• Lamb was considered a rising staff of the moderate Democrat bloc and it should be a 

relatively safe hold for Democrat Chris Deluzio but outside groups have funnelled 

millions of campaign dollars into flipping it for the GOP.  

Rhode Island 2nd District  

• This open race should have been a comfortable hold for Democrat Seth Magaziner. 

Biden would have won the district by 14 points but a strong campaign and the state-

wide name recognition of Republican Allen Fung has pushed the race into a tossup.   

Iowa 3rd District 

• Democrats and Republicans both see this district as a key race for control of the 

House. Democrat incumbent Cindy Axne (D-IA) and Republican state Senator Zach 

Nunn have engaged in an acrimonious clash. Axne won the seat in the 2018 blue 

wave and a comparable red wave will likely return the seat to Republicans.  

Michigan 3rd District 

• Republican Rep. Peter Meijer was ousted in a GOP primary as part of the backlash 

against GOP House reps who voted to impeach Trump.  

• Democrats boosted the campaign of  eijer’s primary opponent  ohn Gibbs by 

running ads claiming he was "too conservative" for the district – a tactic Democrats 

also deployed in the New Hampshire Senate primary. If Gibbs wins, it will be a bad 

night for Democrats and there will likely be recriminations for Democrat strategy.  

Michigan 7th District 

• This new district pits high-profile Democrat Rep. Elissa Slotkin against Republican 

state Senator Tom Barrett. 

• This race is likely to wind up at the most expensive race in the country with a 

combined spend from Democrats and Republicans running upward of USD$60 per 

person in the district.  

Michigan 10th District 
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• A newly created seat that is likely to lean to the GOP. Republican John James is 

favoured and the margin of victory here is one to watch to gauge if a red wave is 

coming.  

California 22nd District 

• The seat of incumbent Republican David Valadao (R-CA) is one to watch to 

determine voting trends amongst Latinos. Biden would have won the district by 13 

points in 2020 and Democrat state Rep. Rudy Salas must win the seat if Democrats 

are to have any chance of retaining the House. 

California 45th District 

• If freshman GOP Rep. Michelle Steel holds this district, which Biden carried by 6 

points in 2020, from Democrat Jay Chen, Republicans will be on track for a sizeable 

House majority. 

Congressional Leadership 
If the House of Representatives changes hands in January, we will likely see a shakeup in 

the leadership of both parties. 

• 82-year-old Democrat House Speaker Nancy Pelosi (D-CA) is widely expected to 

retire from a leadership role if Democrats lose the House. Pelosi’s deputies in the 

House, 83 year-year-old Majority Leader Steny Hoyer (D-MD) and 82-year-old 

Majority Whip Jim Clyburn (D-SC) will also face a push to move aside. 

• A Democratic lawmaker told NBC: “I thin  [Hoyer and Clyburn] do try to stic  around, 

but the paint has dried on the generational-change decision. If people don’t see that, 

they’re going to be in for a rude awa ening.”  

• Reps. Hakeem Jeffries (D-NY), 52; Katherine Clark (D-CT), 59; and Pete Aguilar (D-

CA), 43 are widely tipped as frontrunners to replace the old guard but there will be 

questions over whether the new guard can corral an increasingly fragmented caucus 

with the same skill as the outgoing octogenarian trio.   

• House Minority Leader Kevin McCarthy (R-CA) is strongly favoured to take the 

Spea er’s gavel from  ancy Pelosi  D-CA). Under his leadership a more adversarial 

environment in the lower chamber can be expected.  

• McCarthy has strong ties to the hard-right of the House Republican caucus. 

McCarthy shared the stage with outspoken right-winger Marjorie Taylor Greene (R-

GA) to unveil his Commitment to America policy platform. A continued deference to 

the Trump aligned right of the party could put McCarthy in a collision course with 

Senate Majority Leader Mitch McConnell (R-KY) who has sought to minimise the 

influence of Trump in the Senate.   

Election Wildcards 
Trump's influence 

The influence of former President Donald Trump has been central to this midterm cycle. 

Trump made a slew of endorsements in key races, resulting in a midterm cycle with an 

unusually high number of inexperienced candidates running in crucial Senate/gubernatorial 
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races. Herschel Walker in Georgia, Blake Masters and Kari Lake in Arizona, Doctor Mehmet 

Oz in Pennsylvania, JD Vance in Ohio, and most recently General Don Bolduc in New 

Hampshire are all hand-selected or Trump-endorsed candidates with limited political 

experience but strong chances of winning prominent political offices. 

The performance of Trump’s endorsees is li ely to colour the US political landscape leading 

up to the      Presidential election. During the height of the Democrats’ summer recovery, it 

appeared that Trump’s success in G P primaries would come at the e pense of the 

Republican Party’s midterm chances. Trump’s endorsees trailed more e perienced 

Democrat candidates across the board. Senate Minority Leader Mitch McConnell (R-KY) 

went as far as to concede, in August, that Republicans were unlikely to flip the Senate due to 

“bad candidate quality.”  

McConnell said: “I thin  there’s probably a greater li elihood the House flips than the Senate. 

Senate races are just different — they're state-wide, candidate quality has a lot to do with 

the outcome.” 

This dynamic has shifted dramatically in recent weeks. Trump endorsees are now polling 

within the margin of error in all key races and appear poised to deliver what could amount to 

a legitimisation of “Trumpism” just as the scepticism was increasing that “Trumpism” could 

continue to deliver for the GOP at the ballot box. 

Two things are highly likely if Trump endorsed candidates deliver the Senate to the GOP. 

Trump will certainly claim responsibility for the success and use it as a platform for a 2024 

presidential bid, and secondly, a GOP controlled Senate will be tinged a deeper shade of 

red. The moderating influence of Senate Leader Mitch McConnell is unlikely to be enough to 

prevent the upper chamber becoming as fractious as the House.  

Dobbs vs Jackson Women’s Health 

For much of the summer, the Supreme Court decision in the case Dobbs vs Jackson 

 omen’s Health to overturn the right to an abortion at federal level and defer jurisdiction to 

state legislatures appeared the most significant political event of the year.  

Republican lawmakers who had spent entire careers campaigning to overturn Roe were 

reluctant to publicly herald the decision. Some went as far as to bemoan a leak from the 

court as a politically motivated move designed to improve Democrats electoral chances.  

There was an apparent correlation between the SC TUS “Dobbs” decision and a swing in 

the political environment back to the Democrats. From June to September, the approval 

rating of President Biden experienced a bounce, key Senate races began to lean Democrat, 

a Kansas referendum delivered a repudiation of the Supreme Court decision, and a string of 

special elections saw Democrats significantly overperform their districts’ partisan lean.  

There is an important caveat here: The “Dobbs” bounce was also accompanied by a long 

period of easing gasoline prices, a string of legislative successes for Democrats in 

Congress, and a strong performance from Biden in coordinating the global alliance opposed 

to Russia’s invasion of U raine.  

The initial political impact of Dobbs appears to have receded, replaced with more immediate 

“ itchen table” concerns over inflation and economy. There are several residual impacts from 
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Dobbs to keep an eye on: Firstly, an overestimation of Dobbs from Democrat strategists may 

have caused Democrats to overlook more immediate voter concerns about the economy. 

This has allowed Republican lawmakers to campaign on an economic platform and dismiss 

concerns over abortion and offer more moderate postions. This strategy appears to have 

neutered Democrat arguments that Republican candidates are too extreme to be electable.  

Special Elections 

The most compelling piece of evidence in support of a Democrat overperformance is the 

results from special elections before and after the Supreme Court “Dobbs” decision. 

In four special elections which too  place after “Dobbs,” Democrats outperformed the 

partisan lean of their district by an average of + . In special elections prior to “Dobbs” the 

average swing was R+2, broadly in-line with a political environment which was leaning 

Republican. 

The sample size for the special elections is small but there is a strong suggestion that the 

political environment shifted towards Democrats following “Dobbs.” 

Chart 9: Special Elections Before and After “Dobbs” 

 

Source: FiveThirtyEight 

‘Threat to Democracy’ 

The White House has consistently warned of the threat that a Republican controlled 

Congress presents to US democratic institutions. According to the White House, this is 

especially relevant considering the number of pro-Trump Republicans on the ballot who 

openly dispute the 2020 presidential election result.  
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According to Bloomberg, “250 Trump supporters who backed his false claim that the 2020 

election was “rigged” already serve as members of Congress, governors, attorneys general, 

secretaries of state or have made the November ballot for those positions.” 

Nevada Senate candidate Adam Laxalt is one of the best placed, of 14 GOP candidates who 

directly attempted to overturn the 2020 election result, to win a Senate seat.  

Gubernatorial nominee Doug Mastriano, who has an outside chance of beating Democratic 

nominee Josh Shapiro to the open Pennsylvania governor’s seat, used campaign money to 

bus protestors to the rally which preceded the attack on the Capitol.  

Five days out from the US midterm elections, President Biden made an eleventh-hour bid to 

reframe the elections as a “referendum on democracy” in an unscheduled speech at Union 

Station in Washington, DC.  

Biden said, “this year I hope you’ll ma e the future of our democracy an important part of your 

decision to vote and how you vote” in a speech which confronted themes the  hite House 

has struggled to effectively address since Biden took office in January 2021.  

In September, Biden said that “Donald Trump and the  AGA Republicans represent an 

extremism that threatens the very foundations of our republic,” but, for the most part, the  hite 

House has ignored Trump, to the extent that Biden has avoided mentioning his name.  

Biden said in his Union Station speech: “As I stand here today, there are candidates running 

for every level of office in America, for governor, Congress, attorney general, secretary of 

state, who won’t commit, they will not commit to accepting the results of the elections that 

they’re running in. This is the path to chaos in America. It’s unprecedented. It’s unlawful. And 

it’s un-American.” 

Senate Minority Leader Mitch McConnell (R- Y  responded to Biden’s speech on Twitter: 

"President Biden is desperate to change the subject from inflation, crime, and open borders. 

 ow he’s claiming that democracy only wor s if his party wins." 

The  hite House will hope that Biden’s Union Station speech can remind ambivalent 

Democrats and independents that in the view of the Democratic Party, there is more at stake 

next week than the pocketbook issues on which Republicans are winning decisively.  

The White House may have good reason to think a reminder of the reasons Biden was elected 

in 2020 could deliver votes. An NPR survey this week found that voter enthusiasm amongst 

key Democrat voter demographics trail Republican voting groups.  

 PR: “ hile white women with college degrees, who are an important bloc for Democrats, are 

among the most enthusiastic to vote, Black voters, Latinos and young voters are among the 

least [...] older voters, Trump voters, white evangelical Christians and rural voters — all key 

GOP groups — are fired up to vote." 

If these voters turn out next week, the Democrats could overperform expectations.  

Chart 10: Voter Enthusiasm Amongst Key Republican and Democratic Demographics  
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Source: NPR 

Early Voting 

Elections in the United States are highly decentralised and subject to a plethora of different 

customs and regulations. Some states allow for early vote processing, others only permit the 

process to begin on Election Day.  

Former President Donald Trump used delays in vote counts to question the accuracy and 

fairness of results. This is a strategy that may be used again by Trump-endorsed candidates 

if races fall unfavourably, especially considering the number of GOP candidates who are 

openly ambivalent about the electoral process. 

Trump-endorsee Kari Lake, running for governor of Arizona said in August: "We've got to get 

our elections reformed so that every Arizonan, whether they be Democrat, Independent, or 

Republican, when they go to bed on Election Night they know the winner and they're 

satisfied that it was a fair election. We don't have that right now."  

It is difficult to accurately predict when final results will be conclusively known. It is certain to 

be at least a day after the election, with slow counts in tight races expected to delay the 

process further.  

 or e ample, Pennsylvania doesn’t allow pre-processing of absentee ballots. For this 

reason, it took five days to process the 2020 vote. There is also a strong chance the Georgia 

Senate race could be headed for another recount. If this is the case, and races elsewhere 

are tight, the final result will be further delayed, maybe by up to a week. 

Presidential Approval  

Presidential approval should be taking into consideration during a midterm election cycle. 

Historically, negative approval of the executive has led to significant losses in Congressional 

midterms. 
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There is some polling data to suggest that Democrat lawmakers are bucking the historical 

trend and polling more favourably than Biden. 

One example is Arizona Senator Mark Kelly (D-AZ) who has consisted polled 10-15 

percentage points higher than Biden in the state.    

If Democrat lawmakers outperform Biden’s approval next week it may hint at a broader 

dissatisfaction amongst voters with both Political parties. A traditionally Democrat leaning 

voter can simultaneously disapprove of Biden and reject the Republican alternative at the 

ballot box.  

There are also wider geopolitical factors to bear in mind. Biden is currently polling a shade 

above 42% which is weak compared to the majority of his predecessors but relatively strong 

compared to fellow G7 and European leaders who are uniformly suffering from a challenging 

political environment. 

Chart 11: President Biden Approval Rating, % 

 

Source: FiveThirtyEight 

Foreign Policy Briefing 
The 2022 midterm elections come amid an intensely partisan political environment in the US. 

The ideological schism between Democrats and Republicans, which intensified during 

former President Donald Trump’s term in office, has continued to widen and colour 

interactions throughout the political spectrum.  

 

The political risk environment in 2022 has been subject to myriad exogenous influences. The 

lingering effects of COVID-19 have continued to disrupt global supply chains and drive 

inflation. Many of the foundations of the interconnected global market which emerged after 

the dissolution of the Soviet Union are now considered by policymakers in Washington and 

Europe as simmering threats to national security. 
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The era of cheap Russian energy and cheap Chinese manufactured goods is now being 

replaced by a more politically minded conception of supply chains. The Biden administration 

calls it “friendshoring,” a system of supply chains based more upon geopolitical security than 

commercial considerations. This policy shift is writ large through President Biden’s  ational 

Security Strategy. A document which identifies nuclear confrontation with Russia as the 

primary near-term threat to national security but identifies the rise of China, and its potential 

to undermine the “rules-based” order, as the primary long-term threat to US national 

security.  

 

“ riendshoring,” partnered with “nearshoring,” is another Biden administration policy initiative 

which could disrupt relations with  ashington’s closest allies.  earshoring could be 

described as a watered-down form of protectionism which eschews many of the principles of 

the free market and preferences a domestic industrial base.  

 

There are some parallels between “nearshoring” and the isolationist tendencies of former 

President Donald Trump. Major pieces of bipartisan policy signed into law by President 

Biden have the potential to spook markets. The CHIPS and Science Act seeks to turbo-

charge the US high-tech sector by funnelling USD$52 billion into the production of 

semiconductors. This legislation has prompted backlash from the Republic of Korea, Japan, 

and Taiwan - the three leading exporters of semiconductors, and  ashington’s most critical 

allies in the Indo-Pacific. The Chinese Embassy in Washington said China "firmly opposed" 

the CHIPS and Science Act, calling it a policy rooted in a "Cold War mentality."  

 

The Inflation Reduction Act could also precipitate a souring of relations with key allies in 

Europe. The IRA necessitates that electric vehicles be assembled in the US to qualify for 

federal incentives. Like the CHIPS Act, the IRA has drawn the ire of the South Korean 

government who fear being priced out of the US market. More concerning though is the 

prospect of a trade war with Europe. French President Emmanuel Macron and German 

Chancellor  laf Schol  met in late  ctober to coordinate a response to the “mar et-

distorting” measures of the IRA.  

 

The message from the meeting between Scholz and Macron was that, despite a schism 

between the two EU leaders on energy and defence, Brussels would strike back with their 

own protectionist policies if Washington followed through with the IRA incentives. Macron 

said, “we need a Buy European Act like the Americans, we need to reserve [our subsidies] 

for our European manufacturers.”   acron continued: “You have China that is protecting its 

industry, the U.S. that is protecting its industry and Europe that is an open house. "[Scholz 

and I] have a real convergence to move forward on the topic, we had a very good 

conversation.” 

 

Whomever takes control of Congress in January is likely to further entrench this policy 

direction and the political risk outlook for 2023 remains one of tense competition between 

China and the United States.  
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Sell-Side Previews 
Citi 

• Even by historical standards, we have seen less interest in the US midterms than 

usual. This is not a surprise in a macro market narrative so overwhelmingly 

dominated by inflation and central bank challenges. A split Congress is likely to be 

benign for markets. Nevertheless, we flag that higher than usual uncertainty about 

the election outcome means we cannot rule out an outsized move on any sweep. 

• If Republicans gain control of any part of Congress, this will impede any meaningful 

fiscal legislation. House Minority Leader Kevin McCarthy has recently said that 

spending cuts would be in discussions of the debt ceiling should the Republicans win 

the House. This could increase the odds of a debt ceiling crisis, though we expect a 

flashpoint is more likely in H2 rather than H1 2023. Should growth slow substantially, 

then bipartisan discussions could come into focus especially as we approach the 

2024 election season. If Democrats somehow manage to hold onto Congress, then 

we could see significant fiscal stimulus that could fuel inflation. 

• …political pressure on the Fed from the Administration likely pivots from emphasis on 

fighting inflation towards promoting growth, while Republicans likely maintain focus 

on reducing inflation. The former has dovish implications to current market pricing. 

 e don’t see the election as a catalyst to reverse fundamentally bullish USD 

prospects – where we still expect further upside in US yields – but risks are looking 

more two-way, pending clarity on how rapidly US inflation recedes. 

ING 

• Republicans win the House and Democrats retain the Senate: Biden constrained. 

40% probability –  

o A split Congress and President Biden left to focus on international issues 

such as trade could end up proving mildly positive for the dollar.  

o President Biden struggled to pass legislation when he had a Democrat 

majority in both the House and the Senate. Without a majority in Congress, it 

is nigh on impossible.  

o Given that the fear of recession is rising, the president is going to have less 

scope to offer fiscal support given the requirement of having Republican 

legislators on board. This suggests that once inflation is under control the 

onus is going to be on the Federal Reserve to offer stimulus to the economy 

• Republicans win the House and Senate: A springboard for Trump in 2024? 50% 

probability- 

o The fact that candidates backed by Trump, and importantly that backed him, 

have won seats in both the House and Senate strengthens his position as the 

likely Republican nominee to challenge Biden in 2024. 

o …there will be little prospect of any meaningful fiscal support to counter the 

recession, putting the onus on the Federal Reserve to loosen monetary policy 

aggressively in the second half of 2023 onwards. 
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o Republican control of both branches of Congress could initially weigh on the 

dollar via a hamstrung administration unable to deliver fiscal support in a 

downturn. Closer to 2024, however, the dollar could be making a comeback 

were Republicans to hold gains in the polls – given the experience with 

Donald Trump’s Ta  Cuts and  obs Act of     . 

o As a pre-emptive swing in the direction of a potential Trump administration, a 

pro-growth tint should result in higher bond yields than would otherwise be 

the case. Expect an amplification of the risk in yields to the upside, and then a 

more dramatic fall in market rates to the downside as we progress through 

2023. 

• Democrats retain House and Senate: Biden gets a second chance. 10% probability 

o With recessionary fears intensifying, this outcome would be the one most 

li ely to generate a fiscal response ….  ooser fiscal policy may mean there is 

less pressure on the Fed to cut interest rates, especially if inflation proves to 

be stickier than we project. 

o The Republican party’s failure to pic  up enough seats would li ely wea en 

the chances of Trump being selected as the Republican candidate to 

challenge Biden in 2024. 

o A surprise retention by the Democrats of both the House and the Senate 

could be seen as a dollar positive for 2023. The administration would have 

more power to meet a recession with a fiscal response. This would potentially 

ma e more difficult the  ed’s objective of bringing inflation back to 2%. 

o For bonds, one question is how inflation might be impacted, with risks that the 

elevation of climate-focused measures could result in higher inflation, at least 

in the short term. This could dominate the perception of a lower growth 

outlook, resulting in higher bond yields than otherwise would be the case. 

JP Morgan 

• Our own investor survey reflects a plurality of views with expectations for a split 

Congress, with 41% anticipating a Republican House and Democratic Senate, while 

28% believe that Republicans can gain control of both the House and Senate. 24% 

expect Democrats to retain the House but see Republicans taking control of the 

Senate. Only 7% expect the status quo of Democrats retaining both chambers to 

hold. 

• Although the midterm campaigns have been defined by domestic issues such as 

abortion and crime, the votes for the control of Congress could deepen divisions over 

Ukraine aid. Similarly, Taiwan matters little for midterm elections but will likely be an 

issue voters will care about in the upcoming 2024 election. The US Congress is 

taking a very firm and resolved position on the independence of Taiwan given it 

remains strategically important to the US as its independence helps maintain the 

balance of power in Asia. The US has started building a coalition of allies with the 

UK, Japan, South Korea and Australia. The Taiwan Policy Act of 2022 passed the 

Senate Foreign Relations Committee by a 17-5 vote in September despite concerns 

raised by some in the White House. Among the provisions in the sprawling legislation 

is a $4.5 billion authorization for direct military assistance. 
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