
   

Fredrick T. Wollman, CFP® MPAS ®  
OCTOBER 2016 

Presidential Elections & The Stock Market?? 

So which party is better for the stock 

market?   

Republicans are Pro-business and grow 

the economy? 

Democrats are for Big-government and 

spend money on government programs? 

 

Next month the election cycle will be 

over…..finally.  YEA… 

 

So which candidate / party will be 

better for the stock market?    If you 

want an opinion and then a different op-

posing opinion, just check out the inter-

net, newspaper, TV, radio and you will be 

overwhelmed by pundits that are all too 

ready to share their opinions.   

 

Trying to ‘outguess” the market is risky 

business.  Even though past performance 

is not an indication of future perfor-

mance, people do it all the time.  Betting 

on an Elephant or a Donkey is similar to 

always betting on heads vs tails or red vs 

black.  Market prices at any one moment 

reflect a momentary snapshot of the ag-

gregate expectations of investors – in-

cluding the outcome of upcoming elec-

tions.   
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While unanticipated/surprising future 

events (terrorists, disease, war, technol-

ogy breakthroughs, elections and oh yes, 

corporate earnings) may trigger price 

changes, the timing and impact of these 

future events cannot be known in ad-

vance.  As a result, it is difficult if not im-

possible, to systematically and consist-

ently identify mispriced securities.  

 

So may I assume you are a bit skeptical?  

Allow me to offer a bit of information.  

Let’s begin with the S&P 500 Index from 

1929 – 2015.  There have been twenty-

two Presidential Elections, in which 

Democrats won twelve elections and Re-

publicans ten.  Only four times within 

the previous twenty-two elections was 

the S&P 500 negative during the election 

year.   This means that 18 out of 22 years 

generated positive returns.  The aver-

age return for all 22 election years was 

11.2%.   

 

What about in the years after the elec-

tions, the S&P was negative nine out of 

twenty-two times (six times after Re-

publicans won and three times after 

Democrats became President) with an 

average post-election return of +9.3%. 

 

Which Presidential terms were good or 

bad for the S&P 500?  The average an-

nual return for the Presidential terms 

were 10.1% from 1929 through 2015.  

Eighteen Presidential terms were posi-

tive and only four were negative:  Bush 

2001 – 2004 & 2005 – 2008; Roosevelt 

1937 – 1940; and Hoover 1929 – 1932. 

Source:  The S&P data is provided by 

Standard & Poor’s Index Services Group 

 

What about foreign markets?  The MSCI 

EAFE Index from 1972 – 2013 averaged 

6.5% during election years and 13.6% in 

the year following the eleven elections. 

Three of the eleven elections were fol-

lowed by negative returns in the next 

year:  When Bush defeated Gore in 

2000; Reagan beat Carter in 1980; and 

Nixon crushed McGovern in 1972.   

Source:  MSCI data copyright of MSCI. 

 

The Barclays Capital US Aggregate Bond 

Index from 1976 – 2013 produced noth-

ing but positive returns both before and 

after elections with the exception the 

year following Obama defeating Romney 

in 2012.  A footnote would be that inter-

est rates have declined steadily from the 

late 70s to the present which increased 

the total return on bonds. 

Source: Barclays Capital data provided 

by Barclays Bank PLC. 
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Fred Wollman earned his Certified Financial 

Planner “CFP®” credential in 1984 and the 

Master Planner Advanced Studies “MPAS®” 

designation in 2015.  He holds securities reg-

istrations 7, 63 and 24. He is registered in Cal-

ifornia, Arizona, South Dakota, Colorado, 

Minnesota, Texas, Virginia, Washington, Ore-

gon, Florida, Tennessee and Pennsylvania in 

addition to holding a California life and disa-

bility insurance license. From 1987 through 

1990 Fred taught the CFP classes to aspiring 

financial professionals at San Diego State Uni-

versity.  

He is on the board of the Valley Center Trails 

Association, ECOLife Conservation, and the 

Hidden Valley Kiwanis Club.  

Fred and his wife of thirty-six years, Kathy, 

live in Valley Center, CA with two cats, a dog 

and two horses. Their daughter, JC, is mar-

ried, lives in Carlsbad, and  works with Fred.  

Son, Andrew, is married with two children 

and teaches in northern Arizona. Fred spends 

his down time relaxing with yoga, tai chi, rid-

ing horses and when he can get really away, 

backpacking the Anza Borrego Desert, Mt. 

San Jacinto or the California Sierra Nevada 

Mountains with Kathy and the kids. 

Conclusion:  

 

I see no pattern in the stock market returns 

unique to one political party or the other…

before or after an election.  Attempting to 

“time the market” because your crystal ball 

foretells some future event and its impact on 

global stock markets may not be help-

ful…..and could just as easily be harmful. 

 

Market volatility can be both harmful and 

helpful to your financial well-being.  Helpful if 

you are buying when the markets are down – 

you buy when others are afraid.  Harmful if 

you sell when “everyone is selling,” since that 

is what the pundits tell you is the “sensible” 

thing to do. 

 

Indices are not available for direct invest-

ment.  Their performance does not reflect the 

expenses associated with the management of 

an actual portfolio.  Past performance is not a 

guarantee of future results.  Index returns are 

not representative of actual portfolios and do 

not reflect costs and fees associated with an 

actual investment. 

 


