Presidential Elections, Markets and the Economy:
It’s not what presidents do that matters, but rather when they get elected

We are often asked about how the results of an upcoming presidential election could affect the
market, the economy and more specifically how it might affect your investment portfolios and
financial plans. To that end, we are grateful that you are engaged and asking good questions.
Clients who are engaged and appropriately follow good proven advice and strategies and
remain committed and dedicated to their long‐term investment strategies and financial plans
typically continue to enjoy successful results irrespective of temporary market adjustments or
economic slowdowns – including presidential elections.
We want to assure you that our advice or recommendations are not based on any personal
affiliation with any political party, whether it is the majority parties of Republicans or
Democrats or based on our own political beliefs. We try our very best to have an unbiased and
unconflicted view.
Unfortunately, in today’s age of media, information is often shared that is undocumented and
without merit or fact. Often, these are attempts to instill a variety of emotions in individuals
that can illicit feelings of anxiety, fear, or even irrational exuberance. Our goal is to consistently
provide you with sound advice based on well researched and documented strategies and facts
and make the best possible estimates we can at the time with the information that is currently
available.
More specifically, some of you may be wondering what happens if Joe Biden wins the
presidency or if Donald Trump wins and remains the incumbent? What happens if Democrats
maintain control of the House of Representative or perhaps even win control of the Senate? or
vice versa if Republicans maintain control of the Senate or somehow regain control of the
House of Representatives? Does the economy or market react differently based on whether
government is unified within a single party or divided?
Election uncertainties are difficult to predict, and governmental policies post‐election are
difficult to predict as well. If you research things like “Does the stock market do better under
Republicans (or Democrats)” or similarly “Does the economy do better under Democrats (or
Republicans) you will get a variety of opinions, perspectives, qualifiers, etc.
There are several well documented studies that suggest the market (either utilizing the DOW or
the S&P 500 as the benchmark) has done at least “marginally” better under Democrats than
Republicans. You are welcome to reference these studies below.
However, there is a saying that you should avoid discussing politics or religion – especially over
Thanksgiving with family.

A couple of things to keep in mind.
1. There is nothing wrong with having a political view. (However, historical data suggests
that it may not be the most productive use of time trying to incorporate that into your
investment portfolio or financial plan.)
2. Market timing is an ineffective strategy – trying to profit (or avoid loss) by predicting
election results is a fool’s errand.
3. Data might be fact, but sometimes its interpretation is subject to perspective. What we
mean by this, is that often very positive or very negative economic or market results are
not necessarily directly, or even indirectly, tied to the policies or actions of a president
or that of a political party in control. No president or party was directly responsible for
the 2001 Dotcom bubble burst, the Global Financial Crises of 2008, or even the Global
Pandemic of 2020. Both parties have historically made policy contributions that have
eventually both benefited and hurt the economy and the market.
4. Often it is simply a timing issue of when someone (or some party) was elected or in
office. Both parties have suffered or benefited from good timing and bad timing of
events that were likely beyond their control to influence.
5. Typically, there are multiple factors that contribute to economic and stock market
performance – much of which is related to business factors. Where the country is at in
the business cycle is a key determinant. Government monetary or fiscal policy certainly
has its effect, but these are just additional variables in a very complex economic system.

In summary, we believe that the Global Pandemic and economic fallout and ensuing economic
recovery is going to have a far greater impact on future economic growth and market
performance than the 2020 presidential election. Markets do not like uncertainty, same as us
as individuals, and while there is relatively little in life that is an absolutely certainty, it is highly
unlikely that in this environment that in 2021 any materially significant presidential or
congressional policies or legislation will be enacted. Trying to pass or enact bold, drastic
reforms during a once in a century global pandemic is unlikely to happen.
Remaining engaged and disciplined and committed to proven long‐term investment strategies
and following sound financial planning advice provide the greatest likelihood of long‐term
success.
For more information about 2020 U.S. Election Policy Insights please
visit https://www.raymondjames.com/commentary‐and‐insights/washington‐policy

McLean Asset Management conducted a study and posted their findings on July 10, 2020 in an
article by Bob French, CFA entitled Are Republicans or Democrats better for the stock market?7
They used a sample period of return data between 1926 through 2019 and indicated over that
time span that there have been 23 presidential elections. According to their research, over that
timeframe that average annual return for the S&P 500 Index was 12.09%. Interestingly, during
election years, the S&P 500 only averaged 11.28%, however, during non‐presidential election
years, the average annual return was 12.35%. One could possibly conclude that election years
are not good for the stock market. However, this is likely primarily due to uncertainty and
markets, like us, tend to not like uncertainty.
During this span of time there has been a Democratic president for 48 years and a Republican
president for 46 years. According to their research, the average annual return for the S&P 500
index when there was a Republican president was 9.12%. When there was a Democratic
president, the S&P 500 average was 14.94% ‐ a startingly difference of 5.8% per year on
average.7
What is the effect on the analysis if one factors in Congress, when at least one of the House of
Representatives and/or the Senate is controlled by the same party? Please see the chart below.

According to French, “The first thing to notice is that there is essentially no difference between
the historical average returns between unified Republican and Democratic administrations. If
we take the return out one more decimal place, the Democrats have a tiny edge (14.520% vs
14.521%). To put this in perspective, 0.001% of a thousand dollars is one cent. That’s not moving
the needle very much, even if we compound that through time.”

French goes on to explain, “The interesting story is what happens in divided government –
there’s a pretty big split here. The market has done significantly better with Democratic divided
government (meaning that the President was a Democrat, and the Republicans controlled at
least one house of Congress) than with Republican divided government. In fact, the premium,
averaging nearly 9% per year, is by far the biggest premium we’ve looked at so far.”7
According to French, the best way to interpret the results is simply that Democratic presidents
have presided during periods when the world has done better relative to expectations than the
world did when Republican presidents were in office. This would suggest that often it is the
timing of which party happens to be in office when certain exogenous events occur.
His conclusion, “All of this is just a long way of saying that you shouldn’t be basing your
investment decisions on who the President happens to be (or who controls which house of
Congress). You want to focus on the long‐term and stick with the asset allocation that you have
built around your specific risk preferences and retirement income situation. In the context of the
markets, how the President affects prices is just noise.7

Here is what the CFA Institute (Chartered Financial Analyst) had to say on the matter. Joachim
Klement, CFA in a post titled Republicans or Democrats; Who is Better for the Economy1,
separated out two periods of time in US History and looked a several factors. (His source for his
information was the Federal Reserve Economic Data obtained from the St. Louis Fed). His
conclusions were that since 1947 Real GDP (Gross Domestic Product) growth was 3.6% under
Democratic presidents and 2.6% under Republican Presidents. Between 1947 and 2006, just
preceding the Financial Crises or Great Recession that Real GDP growth was 4.2% under
Democratic presidents and 3.0% under Republican presidents. His conclusion, since 1947 the
economy grew 1 percentage point faster on average under Democratic versus Republican
presidents.
Real GDP is only one measure of economic performance. How about stock markets? Utilizing,
the same data source, Mr. Klement concludes that total returns, and adjusted for inflation as
with GDP, the performance differential is even greater. Since 1947, real stock market
performance under a Democratic president is 10.8% on average and for Republican presidents
has been 5.6% on average. Between 1947 and 2006, just preceding the Financial Crises or Great
Recession that Real stock market performance was 10.6% under Democratic presidents and
6.3% under Republican presidents.
Mr. Klement ultimately concluded “Thus, we should just ignore claims that one party or another
is better for markets because in the end it probably doesn’t matter all that much and,
regardless, past performance is no guarantee of future results.”1

According to an article in Forbes magazine, “Stock markets do perform better under Democrats
than under Republicans. That’s a well‐known fact, but it does not imply cause and effect,” says
Jeremy Siegel, the Russell E. Palmer Professor of Finance at the Wharton School of the
University of Pennsylvania. “From 1952 through June 2020, annualized real stock market
returns under Democrats have been 10.6% compared with 4.8% for Republicans.”2
According to Siegel, who also authored the 1994 investment classic book Stocks for The Long
Run, Wall Street’s obsession with politics is mostly misplaced: “Bull markets and bear markets
come and go, and it’s more to do with business cycles than presidents.”2

According to Hartford Funds in a post titled, How Political Parties in Power Influence Markets3
When political questions are in the headlines, especially during election seasons or times of
uncertainty, one may ask what impact the party in power has on the markets. Whether the
White House and Congress are in sync or divided, and regardless of which party has majority
control, markets tend to be resilient. History shows that the stock market (as represented by
the S&P 500 Index)3 generally marches higher regardless of which party is in charge.

So, it bears the question, why do some investors view Democratic presidents as a reason to
have a bearish outlook? Often, they assume that Democratic presidents may have policies that
the perceive to be less business friendly, such as possible corporate tax increases and or
increased regulation, which could affect corporate profitability. However, these perceptions do
not translate in into the reality of the data.

A separate Hartford Study asks the question Who is better for Investors? A Democratic or
Republican President?4 According to their study since 1933 Democratic presidents have, on
average seen higher stock market returns than Republican ones. The average real (adjusted for
inflation) total return for the S&P 500 Index under Democratic Presidents was 10.2% versus
6.9% under Republicans.

Important to note relative to their conclusion is that adjusting for the dotcom bust and the
Global Financial Crises the difference in returns is “practically zero”. Their conclusion ‐ “Neither
political party is exclusively good or bad for markets. Instead, what matters more is the policies
presidents choose to enact and their net impact.”4
Looking at another analysis, according to an article from The Balance on July 16, 2020, titled
Democrats vs. Republicans: Which Is Better for the Economy?5 They summarize that
“Democrats and Republicans have widely different views on the economy. But once in power,
candidates' actions don't always coincide with their party's views. That makes it difficult to
determine which party is better for the economy.” Their study looks at minimum wage,
immigration, climate change, the national debt, trade, job creation, taxes, health care, the role
of government, national security, and the party that is best for the economy. While we cannot
expand on the full article in this post, their conclusions are based on a variety of factors.
According to a study done by NBER (the National Bureau of Economic Research) they found that

Democratic presidents since WWII have performed much better than Republican presidents. On
average, Democratic presidents grew the economy 4.4% each year versus 2.5% for Republicans.
(The data, as part of the study, is based on the academic research of Alan S. Blinder and Mark
W. Watson from the Woodrow Wilson School and Department of Economics and Princeton
University. The paper was first published in July 2015 and was title Presidents and the US
Economy: An economic Exploration. The paper can be accessed at
http://www.princeton.edu/~mwatson).

Additionally, according to an article in BusinessInsider.com published on August 24, 2020 and
titled “Democratic presidents are better for the stock market and economy than Republicans,
one study shows”6 “Since 1947, the S&P 500 has posted a total annual return of 10.8% under
Democratic presidents, versus 5.6% under Republican presidents. And if you exclude the Great
Recession and COVID‐19 pandemic, both of which happened under a Republican president, the
data still points to stronger returns for Democratic presidents versus Republican presidents.”6
Many would likely argue that the data is skewed to favor a Democratic president because it
includes the Great Recession of 2008, and the COVID‐19 induced market sell‐off of 2020, both
of which happened under Republican presidents. From 1947 to 2006, the average annual return
for stocks under a Democratic president was 10.5%, versus 6.1% under a Republican president.
Additionally, according to the study, since 1947 the average annual US GDP growth rate under a
Democratic president was 3.6%, compared to 2.6% for a Republican president.

In summary, we believe that the Global Pandemic and economic fallout as well as the ensuing
economic recovery is going to have a far greater impact on future economic growth and market
performance than the 2020 presidential election. Markets do not like uncertainty, same as us
as individuals, and while there is relatively little in life that is an absolutely certainty, it is highly
unlikely that in this environment that in 2021 any materially significant presidential or
congressional policies or legislation will be enacted. Trying to pass or enact bold, drastic
reforms during a once in a century global pandemic is unlikely to happen.
Remaining engaged and disciplined and committed to proven long‐term investment strategies
and following sound financial planning advice provide the greatest likelihood of long‐term
success.
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Additional research that was reviewed but not directly quoted or referenced
https://russellinvestments.com/us/blog/election‐outcome‐limited‐policy‐changes‐
2021?utm_campaign=CORP_20_09_BlogNotification_September_11_E&utm_medium=email&utm_sour
ce=Eloqua
https://www.factcheck.org/2015/10/clinton‐economy‐better‐under‐democrats/
https://www.cnbc.com/2017/06/11/theres‐a‐fight‐brewing‐over‐which‐party‐is‐better‐for‐the‐
market.html
https://www.ft.com/content/38829e98‐5180‐11ea‐a1ef‐da1721a0541e
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Any opinions are those of the author and not necessarily those of Raymond James. This material is being provided
for information purposes only. There is no guarantee that these statements, opinions or forecasts provided herein
will prove to be correct. Past performance doesn't guarantee future results. Investing involves risk regardless of the
strategy selected.
The S&P 500 is an unmanaged index of 500 widely held stocks that's generally considered representative of the U.S.
stock market. You cannot invest directly in any index.
The information has been obtained from sources considered to be reliable, but we do not guarantee that the
foregoing material is accurate or complete.

