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The 2012 presidential election is shaping up to be an exciting battle between two 
candidates with strong national followings. The incumbent and the challenger both 
have compelling platforms, and future directions for the country and the economy 
hinge on who we choose as citizens and voters.

But as investors, we have to be prepared for either outcome, attached to neither 
possible victor and ready to simply follow the net money flow. So, it’s a good time 
to look at the investing landscape and how it might change before and after our 
next leader takes the oath in January.

To begin gaming the election and trying to estimate likely investment beneficiaries 
of each candidate, we’ll first look at five big election issues and the sectors they 
impact. Then we can pick some stocks that could win for a second-term 44, and 
some that could win for a new 45.

1)  The Economy

Job creation and taxes. These are the two biggies that most “presidential” economic 
debates revolve around. Whether any leader can actually get anything done in 
Washington to spur job growth might be the biggest debate. Romney’s classic 
Republican bid to cut taxes will surely meet resistance in a Congress with its back 
against the wall on deficits and spending cuts. And Obama’s infrastructure and 
agriculture bills face the same wall.

But assuming either one could be somewhat successful, here are a few ideas to 
consider:

5 Stocks to Own

by Kevin Cook

... If Obama Wins
... If Romney Wins
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Federal Reserve economic projections from June that drive  
monetary policy. Update due at the September FOMC meeting. 

Figure 1. Central tendencies and ranges of economic projections, 2012–14 and over the longer run
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variables are annual. 

Obama victory: The President’s 2013 budget includes a historic six-year $476 
billion plan for transportation infrastructure projects, including high-speed rail 
initiatives. Large engineering and construction companies like Jacobs Engineering 
(JEC) may thrive.  

Romney victory:  Tax cuts mean more capital investment by corporations and 
more spending by consumers. Buy IBM for enterprise IT, or an early-growth retailer 
like Michael Kors (KORS).
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2) Healthcare

As we’ve seen, “Obamacare” is good for health care providers, like hospitals and 
some HMOs, because it encourages patient care for more than 30 million uninsured 
Americans. The recent Supreme Court ruling upholding the Patient Protection and 
Affordable Care Act will only ensure that more patients are added to Medicaid, 
which protects the poor. And the waves of baby boomers retiring over the next few 
years will boost demand for Medicare.

The insurers have been under pressure as they see their costs rising. But, the 
recent flurry of M&A in the group was a scramble to get more exposure to Medicaid 
and Medicare payments, with Aetna (AET) buying Coventry Health Care (CVH) 
and WellPoint acquiring Amerigroup (AGP).

Meanwhile, Romney may ease pressure on pharmaceutical companies and device 
makers, like Stryker (SYK), two businesses that are due to suffer from Obamacare. 
The President’s plan imposes a 2.3% excise tax on the sale of medical devices 
starting next year and charges drug makers $85 billion in fees over the next 10.
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Obama victory: Buy a hospital stock like HCA Holdings (HCA). A caveat here 
is that hospital reimbursements are subject to regulations regarding Diagnosis 
Related Groups (DRG), which means that payment limits are set around medical 
conditions and their standard treatments, regardless of the length of stay. This can 
create an unknown cost risk for hospitals, especially if someone stays a week for 
two days worth of care.

Romney victory: Buy the Nasdaq Biotech Index (IBB). 

3) Energy

Contrary to popular wisdom, the Obama administration has been relatively good 
for the oil and gas sector. Remember, he was all about drilling before Deepwater 
Horizon, and he didn’t change his stripes and run afterwards. Plus his alternative 
“clean and green” energy dreams are probably not finished. 

For example, one part of the President’s Budget provides an additional $5 billion 
for 48C tax credits for advanced energy manufacturing, which could incentivize 
more than $20 billion in private sector investment. And hundreds of millions are 
earmarked to support transformational research in clean energy technology areas 
such as solar energy, energy storage, carbon capture and storage, wind and 
geothermal systems, and advanced biofuels.
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Obama victory: Buy Westport Innovations (WPRT), the natural gas engine 
company, which has a partnership with diesel giant Cummins (CMI).

Romney victory: Buy the energy sector through the SPDR ETF (XLE). A Romney 
administration should be overall favorable to the oil and gas industries, and the 
underperformance of the sector gives you a good margin of safety in this big basket 
of profitable names.

4) The Fiscal Cliff and Defense

Which way is the axe leaning on defense spending cuts? All these areas are tricky, 
but this one may be the trickiest because of the uncertainty surrounding the Fiscal 
Cliff, and the planned $500 billion hit to weapons makers over the next decade.

According to US News & World Report, in mid-July Lockheed Martin CEO Robert 
Stevens “told a House committee deep Pentagon cuts slated to kick in January 2 
will force his firm and others to fire employees and close factories. Those moves will 
hinder U.S. national security, erode defense firms’ bench of highly skilled workers, 
and, of course, cut into weapons-makers’ bottom lines.”
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Many of the defense industry CEOs who visited lawmakers that day hinted 
that hiking taxes should be considered to preserve jobs, national security and 
innovation. That would certainly put Mitt Romney in a tough spot. But, it’s highly 
likely Republicans will figure out where to make the cuts in social programs, Social 
Security and Medicare to soften the blow to defense.

Still, at some-point the Bush-era tax cuts will have to lapse and spending will 
have to be cut to rein in the ballooning deficit. “That’s why I don’t think it really 
matters who’s in office,” says Jerry Jordan of Jordan Opportunity fund. Speaking 
to Investing Daily in late August, Jordan explained “no one in history has ever been 
able to fix this kind of debt problem without raising taxes and cutting spending.”

Obama victory: Stick with consumer staples in the event that our economy is 
“pushed off the Cliff” by partisan politics and recession seems more likely. Kimberly-
Clark (KMB) yields 3.5% and is a steady earnings grower with a 60% payout ratio.

Romney victory: I like Lockheed Martin (LMT), trading under 12X with a 4% yield 
and an average positive earnings surprise of 22% for the past four quarters.

5) Wall Street

Here’s another issue that is more complex than it seems on the surface. While 
Governor Romney is threatening to repeal Dodd-Frank legislation and other 
financial regulations, many investment banks have already made big sacrifices in 
selling off trading desk businesses or other targeted segments.

Still, if there’s a chance that he gets his way, a return to higher-profitability 
businesses by Wall Street banks and institutions could be a game-changer for an 
industry expected to lose tens of billions in revenue every year and burdened with 
additional costs of regulation.

Then, there’s the new dividend tax laws scheduled to take effect next year. If the 
Bush tax cuts on capital gains expire, there’s an incentive for investors to take 
profits now on their dividend stocks. On top of all this, beginning in 2013, the 
new federal health-care program imposes a 3.8% tax on the investment income, 
including capital gains, of high-income taxpayers.
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These regulations and tax issues are complex, but on the broad strokes, it sounds 
a lot like Romney is the man Wall Street would prefer. 

Double-Taxed Dividends: Going Up?
 

What happens to $100 in dividend income...this year vs. next.

by Austin Johnston, MyPlanIQ.com

Obama victory: Buy an energy MLP like Enterprise Products Partners (EPD), 
paying nearly a 5% distribution which, while subject to ordinary income tax, would 
not be impacted by dividend changes.

Romney victory: Buy the banks, especially Goldman Sachs (GS).
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Other Zacks Resources

Zacks.com is the one place dedicated to helping individual investors profit from the 
pros with resources like:

Zacks.com
This is our free web site that offers the following powerful features.

 � Zacks Profit from the Pros. Zacks Profit from the Pros. Delivered five times 
a week – every trading day – this email provides the easiest way for you to 
get a wealth of independent research and stock ideas. Plus, you’ll receive our 
Weekend Wisdom issue each Saturday. You’ll also receive expert commentary, 
top stock picks, winning stock screens, and more. If you received this special 
report, then you are already set up as a Profit from the Pros subscriber. Now 
stay tuned to your inbox to receive these critical updates. See the current 
issue.

 � Portfolio Tracker. Manage your portfolio on Zacks.com, and we’ll send you 
daily alerts of any changes affecting your stocks. Sign up.

 � Screening. Access more stock screening capabilities with our pre-defined 
screens and custom screener. Learn more... 

 � Analyst Blogs. Get the latest news and analysis on key stocks, industries, 
and the markets with our Analyst Blogs. See the latest blog. 

 � Industry. See what industries are hot or not. Keep your eye out to know 
industry developments and how they affect your stocks. Read our Industry 
Rank articles.

Zacks Premium
Our premier subscription service that provides Zacks proprietary research. It’s the 
same research that leading Wall Street brokerage firms pay millions of dollars for 
each year – but at a low price just for individual investors.

 � Zacks Rank. This is the cornerstone and foundation of all of Zacks independent 
research. With an uncanny ability to predict stocks likely to beat the market 
within 90 days, the Zacks #1 ranked stocks (Strong Buys) boast a 26% 

http://www.zacks.com/pfp/archives.php
http://www.zacks.com/pfp/archives.php
http://www.zacks.com/portfolios/myport/index.php
http://www.zacks.com/research/screening/index.php
http://www.zacks.com/blog/post_info.html?g=6
http://www.zacks.com/newsroom/commentary/archive.php?id=21
http://www.zacks.com/newsroom/commentary/archive.php?id=21
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average annual return since 1988. Conversely, the Zacks #5 ranked stocks 
(Strong Sells) have been outpaced by the S&P 500 by 90% in that same time. 
Learn more...

 � Zacks Equity Research and Recommendations. Gain proven long-term 
recommendations and in-depth research with proven cumulative return of 
475% since 2003, handily beating the market. Learn more...

 � Custom Screening and Email Alerts with the Zacks Rank. Use your favorite 
screens but add the power of the Zacks Rank. Learn immediately when the 
Zacks Rank of your portfolio’s stocks changes so you can take quick action. 
It’s only available and all included in Zacks Premium. Learn more...

Zacks Confidential
With his all-new service, Steve Reitmeister takes you “behind the scenes.” Each 
week, he spotlights one of our experts who is about to trigger the most compelling 
trades to beat the current market. He will confide to you that strategist’s best 
insights, buys and sells — information not available to the public. Learn more...

Zacks Ultimate
Zacks is unlocking the Vault, allowing full access to our most coveted secrets. 
This opportunity reveals Zacks’ exclusive stock picks and insights, from trading 
services that, produce scores of double-digit winners, even in volatile markets. 
Learn more...

Research Wizard
This powerful screening and backtesting software puts you in control of your 
investment strategy. Use the same tool professional stock pickers use to find 
winning stocks in any market. Learn more...

Chart Patterns Trader 
Stock screening and chart patterns expert Kevin Matras combs through the best 
Zacks stock-picking strategies averaging +50%, +60%, and even higher yearly 
gains. He finds stocks with charts showing they are ready to skyrocket. Learn 
precisely when to buy and sell.

http://www.zacks.com/education/zacks_rank_education
http://www.zacks.com/ZER/index.php
http://www.zacks.com/screening/custom
http://www.zacks.com/registration/confidential/welcome/?adid=ZC_REPORTS
http://www.zacks.com/registration/ultimatetrader/welcome/?adid=UT_REPORTS
http://woas.zacks.com/zcom/researchwizard/tools2.php?adid=RW_REPORTS
http://www.zacks.com/registration/chartpatternstrader/welcome/?adid=CPT_REPORTS
http://www.zacks.com/registration/chartpatternstrader/welcome/?adid=CPT_REPORTS
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Follow the Money Trader
Uncovers the stocks bought and sold by the institutions in the mountains of their 
regulated 13D and 13G filings. With such large institutional positions, these stocks 
are likely to soar once the market catches on. Learn more...

Home Run Investor
Zacks’ long-term investor service targets under-the-radar companies with over-
the-top +50%, +100%, +200% potential. But it’s ever watchful to prevent strike-
outs by cutting losers and providing diversity. The key is pinpointing strong Zacks 
Rank companies with potential to grow past the normal one-to-three-month profit 
zone. Learn more...

Income Plus Investor
Zacks introduces a new approach to income investing. It’s designed to balance 
more aggressive moves with a steady flow of income. Selected high dividend 
stocks plus other low-risk assets replace fixed-income investments that lose to 
inflation. Learn more...

Options Trader
Kevin Matras infuses options trading with the +26% yearly gain power of the Zacks 
Rank plus his own market-beating stock screens. This creates the potential for 
steady and substantial returns using only a fraction of the money you would have 
risked on regular stock purchases. Learn more...

Reitmeister Trading Alert           
The Reitmeister Trading Alert is Zacks’ answer to today’s volatile market. It uses 
the power of the Zacks Rank, combined with value trading and a dash of market 
timing, to generate profits no matter what the market has to offer. Learn more...

Zacks Value Investor           
This long-term service combines value criteria with Zacks Rank timing. We’ll track 
undervalued companies until the market starts to see their real worth. Then we’ll 
“pounce” for gains that can build for years. Learn more...

http://www.zacks.com/registration/ftmtrader/welcome/?adid=FTM_REPORTS
http://www.zacks.com/registration/homerun/welcome/?adid=HRI_REPORTS
http://www.zacks.com/registration/incomeinvestor/welcome/?adid=IPI_REPORTS
http://www.zacks.com/optionstrader/?adid=OT_REPORTS
http://www.zacks.com/registration/rta/welcome/?adid=RTA_REPORTS
http://www.zacks.com/registration/valueinvestor/welcome/?adid=ZVI_REPORTS
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Tactical Trader
Our Zacks Tactical Trader exploits rare opportunities that turn up no matter what 
the Dow is doing. It aims for quick, substantial gains, and will fire every weapon in 
the Zacks arsenal to get them. Learn more...

Turnaround Trader
No stocks are harder to find. No strategy was harder to develop. But Zacks 
researchers can now detect true turnarounds that have suddenly leapfrogged from 
low Zacks Ranks to the highest #1 Strong Buys. When this signal is filtered with 
valuation and growth factors. It unearths rare gems that outgain the full #1 list by 
more than 2 ½ times. Learn more...

Whisper Trader
Zacks has discovered the Stock-Picker’s Holy Grail. Whisper Trader is the long-
sought way to take the surprise out of earnings reports. Using only the most accurate 
analyst whispers, this model targets positive surprises with 77.96% accuracy. Tests 
show that over the past ten years, through two recessions, its signals would have 
averaged a yearly gain of +62.1%. Learn more...

Zacks Method for Trading           
Learn how to use the Zacks Rank even more effectively than professional fund 
managers, with simple step-by-step instruction. Learn more...

Zacks Top 10 Stocks 
This annual stock portfolio provides the best group of 10 stocks to invest in during 
the year. The list is announced in January each year. We start with the Zacks 
Recommendation - a market-crushing measurement for long-term success - and 
use a nine-step process to hand-pick the 10 stocks you should buy and hold all 
year for effortless profits. Click here for the 2012 edition.

The return numbers presented assume no transaction costs. Details of how Zacks 
calculates performance for the Zacks Rank Portfolios and strategies is available at:  
http://www.zacks.com/performance.

http://www.zacks.com/registration/tacticaltrader/welcome/?adid=TCT_REPORTS
http://www.zacks.com/registration/turnaroundtrader/welcome/?adid=TT_REPORTS
http://www.zacks.com/registration/whispertrader/welcome/?adid=WT_REPORTS
http://www.zacks.com/pages/adv/method/hsc_long_129.php?adid=ZMT_REPORTS
http://www.zacks.com/registration/top10/welcome/?adid=Top10_REPORTS
http://www.zacks.com/performance
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