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With the election of a prominent businessman 
as president, commentators have asked a lot of 
questions about exactly what the new president 
must do to prevent conflicts of interest with his 
complex international web of business activities.

Businesspeople who become high government 
officials, such as the mayor of New York City, traditionally place 
their holdings in a blind trust. That way, other people make 
decisions about the company and the government official can’t 
really know what’s going on, so they can’t use their official role 
to help out their company. In the case of the former mayor, it 
helped that the business interests in question consisted primarily 
of a single, large media company that did not, as a cornerstone 
of the business, negotiate lots of long-term real estate deals with 
government authorities around the world.

The case of the new president is more complicated. His business 
assets consist of real property and a range of operating companies 
all over the country and the world. Many of those investments 
rely, in a fundamental way, on agreements with governmental 
authorities. They have complex income streams and ownership 
structures involving lots of entities and other investors. All these 
assets are highly identified with him and, to a lesser extent, his 
family. His brand consists of himself, for better or worse, played 
out throughout an empire. It’s not so easy to pack it all up in a box 
and let other people deal with it. And the likelihood that those 
other people will screw it up is much higher than in the case of 
a professionally managed and institutional media company of the 
type owned by the former mayor.

The new president has suggested that he has confidence in his 
children to run his business on his behalf. He says he’ll leave them 
alone, but the commentators don’t believe him. They think he’ll 
still have a terrible conflict, terrible potential to use his public role 
to benefit his private business. Even if he has no conflict, his pre-
presidential business will distract him bigly.

Instead, commentators have helpfully suggested that the only 
way to solve the new president’s conflict problem is to sell his 
empire. That process is not so easy, given the nature and scope 
of the assets. It’s not clear that, in the hands of buyers, the empire 
would have the same value or generate the same results. A sale 
would also probably leave the former owner of the empire – now 
somehow president of the United States – with a portfolio that 
has nothing to do with the business he created. That replacement 
portfolio would probably consist of asset types for which he has 
little expertise or management skill.

Whether the new president establishes a blind trust or is forced 
to sell all his businesses, it’s a huge sacrifice to ask him to make. 
Critics would argue that if anyone wants to hold public office, they 
just have to be ready to make that sacrifice and it’s just too bad.

If that’s true, then it’s also too bad for the country. It means people 
who are wildly successful in the private sector will shun public 
service because the price is too high. But those people may have 
a lot to add. They have a mindset very different from people who 
have been in politics all their life. If we drive the most successful 
business people away from public service, then government loses 
their potential knowledge and experience. We are more likely to 
be left with government officials who have little, if any experience, 
in the private sector, and very likely view government as the only 
sector that really matters.

The divestiture campaign against the new president implies that any 
successful business person who runs complex operating companies 
(and doesn’t just have passive income, such as investments) 
must pay a tremendous price to become a government official. 
In contrast, someone who has always been in public life – for 
example, whose career has consisted of community organizing, 
writing, teaching and politics – won’t have any problem because 
they won’t have substantial and complex assets that may lose value 
outside the control of their owner.

Perhaps we should rethink our assumptions on how to deal with 
conflicts of interest for high government officials. Maybe some 
middle ground exists where a successful businessperson doesn’t 
have to make the huge sacrifice implied by divestiture or even, in 
some cases, a blind trust. Maybe by demanding absolute purity 
and separation, we make it impossible for some types of successful 
businesspeople to take public office. Regardless of one’s views of 
the new president, surely there is something to be said for making 
it easier – by not creating huge disincentives – for a diverse range 
of successful people to hold public office.
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Historically, every election year always causes 
a blip in the real estate market, which is largely 
driven by consumer confidence subsiding due to 
the uncertainty of the results of the election. This 
election exemplified that concept more than any 
other election I have witnessed. Now with the 
results of the election behind us, it is time to look 

forward to analyze how the real estate market may be impacted 
by Trump’s election. 

One of the policies that the President-elect emphasized was cutting 
taxes. He has proposed tax cuts for corporate tax rates, individual 
income tax rates, as well as capital gains tax rates. President Obama 
had increased capital gains tax rates from 15 percent to 20 percent 
and enacted the 3.8 percent medicare tax in 2013. This increase 
was a cause of concern for many real estate investors after it had 
been implemented. If any of these taxes were to in fact decrease, 
it could result in additional liquidity entering our marketplace which 
could have a tremendous impact for the market. 

Interest rates are something that will be monitored closely in 
2017. The Federal Reserve is discussing increasing interest rates 
for the first time in years. The low interest rate environment has 
helped sustain the real estate market during the years following the 
recession. The increase in rates is usually dependent on the overall 
strength of the economy and employment rate. While the increase 
may be viewed negatively amongst consumers, the increased rate 
will likely still be at a historic low. Whether an interest rate is 3 
percent or 4 percent, it is still substantially below historic levels. 
The Trump administration’s impact on the economy will have an 
impact on how much rates can be increased over the next year. 

One of the biggest driving factors in the recent boom in the real 
estate market has been the influx of foreign capital that has entered 
the market. Foreign national investors are more concerned with 
an administration’s impact on the economy rather than on social 
issues. Investor sentiment from overseas may be favorable of the 
President-elect given his real estate background, pro-real estate 
mind set, cutting of taxes and potential positive impact on the 
economy. Capital from overseas has been heavily scrutinized this 
year, as was exemplified by the Treasury’s initiative to require 
the identity of foreign nationals acquiring properties using various 
entities to be disclosed to the Treasury. The purpose of this rule is 

to monitor illicit money laundering that has been potentially taking 
place with some of the investments coming in from overseas. 
It is wildly speculated that the Treasury’s rule has resulted in a 
slowdown of money coming from overseas. Anonymity has 
always been something appealing to foreign nationals and there 
are a number of legitimate reasons for the desire to preserve their 
anonymity. It will be interesting to see how the President-elect 
handles this issue if he believes it has had a negative impact on the 
real estate market. 

Trump has also discussed eliminating the Dodd-Frank financial 
regulations. Deregulating the banks can lead to easier access to 
credit, which would be helpful to the real estate market. The issue 
with eliminating Dodd-Frank in its entirety is that it could bring back 
the predatory lending practices that we saw several of the largest 
lending institutions in the country partake in prior to the recession. 
Most people in the real estate profession will agree that Dodd-
Frank should be modified as to not place onerous regulations on 
the bank and free up access to credit, but the President-elect should 
definitely be wary of eliminating the regulations in their entirety. 
Although the real estate market has strengthened throughout the 
country, credit is still quite stringent and underwriting is still quite 
challenging. Establishing a more balanced set of regulations for the 
banks can certainly help further strengthen the real estate market. 

On the evening of the election, the futures markets had dipped 
by a fair sum. By morning, the markets were back to even and the 
market, as well as the dollar, has increased ever since. This is partially 
indicative of a positive outlook for the upcoming administration 
and future of the economy. The general health of the economy will 
be the biggest factor on how a Trump presidency will impact the 
real estate market, but there are several positive signs that should 
lead for optimism in our market. 
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