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Blackwell Global is a global brokerage, aiming to be
the most trusted financial service provider. We are
committed to transparency, integrity and service
excellence.

Founded in 2010, we now have global presence in
over 90 countries, with main offices in the separately
regulated markets of Australia, Cyprus, New Zealand
and the United Kingdom.

We believe that sound investment and trading decisions
begin with a strong grounding in financial education.
Our goal is to make this available to everyone - and this
free eBook is part of that commitment.

To find out more about Blackwell Global, please visit:
www.blackwellglobal.com
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CORPORATE
TAX
CUTS?

FOREWORD

The current focus of President Trump's administration
is tax reform. Specifically, they want to cut tax rates for
businesses and the middle-class.

This constitutes a dramatic shift in fiscal policy.
Significantly cutting taxes would alter the dynamic of the
US economy.

The purpose of this eBook is to analyse how cutting
taxes could affect the financial markets - and your
trading decisions. We hope you find it useful.

Patrick Latchford
CEO, Blackwell Global Investments (UK) Limited
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WHY
DO TAX CUTS
MATTER?

ATTRACTING INVESTMENT

During the US Presidential Election of 2016, taxation was one of
the hot political talking points.

In particular, then presidential candidate Donald Trump promised
to reduce the tax burden on American businesses. The logic
behind this thinking is easy to follow. The US currently has one of
the highest corporate tax rates in the world compared to other
developed nations.

The top federal tax rate that can be applied in the US is 35%. This
doesn't include state and local taxes. By comparison, the UK has
one of the lowest tax rates amongst major economies at 19%.

Clearly, by lowering its corporate tax rates, the US becomes a
much more attractive proposition for multinational businesses to
invest in.
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JOB CREATION

Why does business investment matter? Well, it's actually quite
simple - it can boost job creation.

Despite consistently strong job creation figures in the second term
of the Obama administration, many citizens in ‘Middle America’
didn't feel the effects of that data.

It's one of the reasons why Donald Trump won the 2016 election.
His promise to fuel significant job creation resonated with a
disillusioned electorate.

Rust-belt states such as Michigan favoured a taxation policy that
would supposedly give firms more money to hire new workers.

BUT WILL THIS TRANSLATE?

The Trump administration is proposing cutting corporate tax rates
down to approximately 15%. This is a huge tax cut.

Surely, this will spark substantial job creation and economic
growth? Not exactly. The effects of such a tax cut are difficult to
anticipate with any certainty.

In particular, there are two concerns.

The first is the link between low tax rates and job creation. By
cutting corporate tax rates, the US government will essentially be
letting US businesses keep more of their money. It's then up to
those businesses whether they hire more workers.
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Of course, there is no guarantee that businesses will do this.
Demand drives business growth and job creation - not tax cuts.
Having said that, hiring is easier when businesses have more
cash, but ‘trickle-down economics'is a theory widely contested by
economists.

Secondly, there's the issue of fiscal responsibility. To fund these
tax cuts, the Trump administration is also cutting government
spending. Some economists argue that this will cancel out the
benefits of cutting corporate taxes. Remember, public spending
has a noticeable impact on the US economy’s output. By reducing
public spending, the US government could dampen the demand
that drives economic growth.
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IMPACT
ON THE
MARKETS

BIG BUSINESS WILL BENEFIT

Big business clearly stands to benefit from these tax cuts. It's why
investors moved their capital away from government bonds into
private equities following the election of Donald Trump.

If tax cut proposals get through the House and Senate, traders
should expect noticeable market reactions.

THE US DOLLAR

A low corporate tax rate will boost foreign direct investment into
the US. Investors are always looking for favourable conditions to
make business investments. With a rate of 15%, many investors
will want to move their capital into the US marketplace.

This - in combination with the likely rate hike in December
2017 - will act to strengthen the US dollar. Let's explore why this
might happen. Foreign direct investment can drive the value of a
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currency by increasing its demand. Therefore, the currency’s value
increases.

STOCKS

Throughout 2017, the US stock market has continued to break
records. Investors are encouraged by the US economy's steady
growth - and excited about the pro-business policies that could be
introduced by the Trump administration. A corporate tax cut could
add to this momentum.

WILL TAX CUTS HAPPEN?

Traders need to carefully monitor US politics. The Trump
administration has so far struggled to pass any of its campaign
pledges into law.

An example of this was the failed attempt to introduce the
American Health Care Act in 2017. The White House simply did
not have sufficient political support to get the bill passed by the
Senate.

Let's be clear - Capitol Hill remains deeply partisan. Some
Republicans are also less than enthusiastic about Donald Trump's
presidency.

Furthermore, the Trump administration has another pressing
issue on the agenda. Two of Trump's election campaign team have
now been charged as a result of the investigation led by special
counsel Robert Mueller. This is the investigation that is looking into
potential collusion between the Trump campaign and Russia, in an
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attempt to influence the US election.

This investigation continues to be a distraction for The White
House - and could make it more difficult for the administration to
pass legislation.

We recommend that traders closely monitor the news to follow
developments in Washington. This will provide clues as to if and
when tax reform will be passed.
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WHY
SLACKWELL
GLOBAL?

We can't pretend that is easy to become a successful trader. But
we are here to help and support you as you make your trading
journey, providing dedicated resources such as our demo trading
accounts and regularly published research materials.

Founded in 2010, Blackwell Global was established to offer
brokerage solutions for private and institutional clients. Blackwell
Global is a Straight Through Processing or STP broker who provide
their clients with superior liquidity and price feeds from top
international banks. These are offered alongside 24-hour technical
support, market research tools, educational materials, professional
partnership programmes and fully integrated trading platforms.

We offer access to multiple asset classes including more than
60 currency pairs, precious metals and other contracts for
differences. As a global broker, we are always striving to achieve
excellence in our customer service, as well as developing
innovative technology to support our customers needs.
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Today, the Blackwell Global group of companies has a presence in
over 90 countries, with its main offices situated in the individually
regulated markets of Australia, Cyprus, New Zealand and the
United Kingdom.

To find out more about Blackwell Global please go to:

www.blackwellglobal.com

Or contact Customer Support:

Tel: +44 (0)203 695 0898
Email: cs@blackwellglobal.com

Risk Warning: Trading Foreign Exchange (FX) and Contract for Differences (CFD) on margin is highly
speculative, it carries a high level of risk, and may not be suitable for all investors, so please consider
your investment objectives, level of experience, financial resources, risk appetite and other relevant
circumstances carefully. FX and CFDs are leveraged products and you may lose your initial deposit
as well as substantial amounts of your investment. The high degree of leverage can work against
you as well as for you. Seek independent advice if necessary. Please read and understand the risk
disclosure policy before entering any transaction with Blackwell Global Investments (UK) Limited.

Disclaimer: The report provided by Blackwell Global Investments (UK) Ltd is meant for informative
reading and should not be relied upon as a substitute for extensive independent research and is
no guarantee of a successful trading outcomes. The opinions expressed in this eBook are do not
take into account any particular individual's investment objectives, financial situation, or needs,

and should not be interpreted as financial advice nor an encouragement to trade any investment
product.
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