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Thoughts on risks and portfolio management in advance of the Presidential Election 
 
We’ve had a number of inbound requests for our thoughts about the November elections and possible portfolio 
implications. This is what we have been sharing: 
 
A few thoughts on the upcoming presidential election: 
 

1. The market doesn’t tend to really focus on election outcomes until September (typically after both conventions 
and the Olympics). While the situation might be somewhat different in 2020 given the scaled-back 
conventions and the absence of the Olympics, we still think it is early to be too focused on whether the market 
is considering election outcomes. 

2. A larger point is that the market is not likely to react much to the outcome of the presidential election one 
way or the other this time around assuming the outcome is pretty clear. A hung state (like Florida in 2000) 
could cause problems but otherwise we don’t think there will be that much of an impact overall. The risk of 
social tensions being exacerbated in the run-up (and wake of) the election seems to be rising. While not 
specifically actionable right now, it is something to keep in mind as we head toward the fall. 

3. Even if there is a Democrat sweep, raising taxes in the near term is not likely to be a high on the agenda item. 
Rather it might be a leverage point to push changes on things like CEO compensation or share buybacks.  

4. In terms of specific outcomes, it might be useful to remember that over the past 100 years, stocks have fared 
a bit better under Democrat presidents than under Republican presidents, on both a nominal and after-
inflation basis. 

 
While election concerns may seem like a reason to become more conservatively positioned, the truth is there are 
often any number of reasons that we could come up with to temporarily reduce equity exposure. Without a robust 
framework for considering portfolio risks/opportunities, chances are we would just go from one thing to the next. We 
want the evidence to drive the conclusions and not let narratives determine what we see. It may be appropriate to 
tactically reduce equity exposure later this summer/fall, but right now the overall weight of the evidence remains 
tilted in favor of the bulls.  
 
More broadly, we believe firmly that a robust financial plan should take into account the reality that investment risk 
and investor risk tolerances fluctuate over the course of a market cycle. This argues for building dynamic asset 
allocation levels (i.e., allowing for higher levels of equity exposure when the weight of the evidence in bullish and 
lower levels of equity exposure when the weight of the evidence is bearish) into a financial plan. We discussed this 
and other asset allocation considerations in our latest Investment Strategy Outlook (published earlier this month). 
 
By way of example, here are the latest updates from the Tactical ETF portfolios, which we manage for Baird clients. 
The improvement in the weight of the evidence in May allowed us to increase overall equity exposure while 
maintaining diversified exposure within the US and around the world. We can stay in harmony with the message of 
the market (even if we have specific concerns) and allow overall diversification to help manage risk. If the weight of 
the evidence changes and/or new leadership trends develop, we will adjust our portfolios accordingly. 
 
Tactical Allocation Portfolio: https://bit.ly/2Os8FLd 
Tactical Equity Portfolio:  https://bit.ly/2Wnam0N 
Tactical Opportunity Portfolio: https://bit.ly/2ZwSqDa 
Tactical Yield Portfolio: https://bit.ly/2OuUkxL 
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Appendix – Important Disclosures and Analyst Certification 
 
Analyst Certification 

The senior research analyst(s) certifies that the views expressed in this research report and/or financial model 
accurately reflect such senior analyst's personal views about the subject securities or issuers and that no part of 
his or her compensation was, is, or will be directly or indirectly related to the specific recommendations or views 
contained in the research report. 

Disclaimers 

This is not a complete analysis of every material fact regarding any company, industry or security. The opinions 
expressed here reflect our judgment at this date and are subject to change. The information has been obtained 
from sources we consider to be reliable, but we cannot guarantee the accuracy. 
 
ADDITIONAL INFORMATION ON COMPANIES MENTIONED HEREIN IS AVAILABLE UPON REQUEST 
 
The Dow Jones Industrial Average, S&P 500, S&P 400 and Russell 2000 and any other indices mentioned are 
unmanaged common stock indices used to measure and report performance of various sectors of the stock 
market; direct investment in indices is not available. Baird is exempt from the requirement to hold an Australian 
financial services license. Baird is regulated by the United States Securities and Exchange Commission, FINRA, 
and various other self-regulatory organizations and those laws and regulations may differ from Australian laws. 
This report has been prepared in accordance with the laws and regulations governing United States broker-
dealers and not Australian laws. 

United Kingdom (“UK”) disclosure requirements for the purpose of distributing this research into the UK 
and other countries for which Robert W. Baird Limited holds a MiFID passport. 

The contents of this report may contain an "investment recommendation", as defined by the Market Abuse 
Regulation EU No 596/2014 ("MAR"). This report does not contain a “personal recommendation” or “investment 
advice”, as defined by the Market in Financial Instruments Directive 2014/65/EU (“MiFID”). Please therefore be 
aware of the important disclosures outlined below. Unless otherwise stated, this report was completed and first 
disseminated at the date and time provided on the timestamp of the report. If you would like further information 
on dissemination times, please contact us. The views contained in this report: (i) do not necessarily correspond 
to, and may differ from, the views of Robert W. Baird Limited or any other entity within the Baird Group, in 
particular Robert W. Baird & Co. Incorporated; and (ii) may differ from the views of another individual of Robert 
W. Baird Limited. 

This material is distributed in the UK and the European Economic Area (“EEA”) by Robert W. Baird Limited, 
which has an office at Finsbury Circus House, 15 Finsbury Circus, London EC2M 7EB and is authorized and 
regulated by the Financial Conduct Authority (“FCA”) in the UK. 

For the purposes of the FCA requirements, this investment research report is classified as investment research 
and is objective. This material is only directed at and is only made available to persons in the EEA who would 
satisfy the criteria of being "Professional" investors under MiFID and to persons in the UK falling within Articles 
19, 38, 47, and 49 of the Financial Services and Markets Act of 2000 (Financial Promotion) Order 2005 (all such 
persons being referred to as “relevant persons”). Accordingly, this document is intended only for persons 
regarded as investment professionals (or equivalent) and is not to be distributed to or passed onto any other 
person (such as persons who would be classified as Retail clients under MiFID).  

All substantially material sources of the information contained in this report are disclosed. All sources of 
information in this report are reliable, but where there is any doubt as to reliability of a particular source, this is 
clearly indicated. There is no intention to update this report in future.  Where, for any reason, an update is made, 
this will be made clear in writing on the research report.  Such instances will be occasional only. 
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Investment involves risk. The price of securities may fluctuate and past performance is not indicative of future 
results. Any recommendation contained in the research report does not have regard to the specific investment 
objectives, financial situation and the particular needs of any individuals. You are advised to exercise caution in 
relation to the research report. If you are in any doubt about any of the contents of this document, you should 
obtain independent professional advice. 

Robert W. Baird Limited and Robert W. Baird & Co. Incorporated have in place organisational and administrative 
arrangements for the prevention, avoidance, and disclosure of conflicts of interest with respect to research 
recommendations. Robert W. Baird Limited’s Conflicts of Interest Policy, available here, outlines the approach 
Robert W. Baird Limited takes in relation to conflicts of interest and includes detail as to its procedures in place to 
identify, manage and control conflicts of interest. Robert W. Baird Limited and or one of its affiliates may be party 
to an agreement with the issuer that is the subject of this report relating to the provision of services of investment 
firms. Robert W. Baird & Co. Incorporated’s policies and procedures are designed to identify and effectively 
manage conflicts of interest related to the preparation and content of research reports and to promote objective 
and reliable research that reflects the truly held opinions of research analysts. Robert W. Baird & Co. 
Incorporated’s research analysts certify on a quarterly basis that such research reports accurately reflect their 
personal views.  

This material is strictly confidential to the recipient and not intended for persons in jurisdictions where the 
distribution or publication of this research report is not permitted under the applicable laws or regulations of such 
jurisdiction. 

Robert W. Baird Limited is exempt from the requirement to hold an Australian financial services license and is 
regulated by the FCA under UK laws, which may differ from Australian laws. As such, this document has not 
been prepared in accordance with Australian laws. 

Copyright 2020 Robert W. Baird & Co. Incorporated 
 
 
 

http://www.rwbaird.com/Docs/BairdEurope/IER-Conflicts-of-Interest-Policy.pdf

