
 
  
 
 
 
 
 
 
 
 
 
 
 

It is hard to believe we are in the midst of yet another election cycle. With inflation soaring, economic growth slowing, and 
extremely choppy markets, midterm elections seem like an afterthought. But on Tuesday, November 8th, 435 House of 
Representatives (House) seats and 35 of the 100 Senate seats will be contested. Democrats hold razor-thin margins in both the 
House and Senate, with a five-seat majority in the House and a 50/50 tie in the Senate (the Vice President breaks ties). 
Unfortunately for Democrats, history does not favor the incumbent President’s party, with the House losing seats in 17 of 19 
midterm elections and the Senate losing seats in 13 of 19 midterm elections since World War II.1 2 

While investors may worry about the differences between candidates and 
their potential impact on equity returns, in the last 15 elections, stocks have 
been positive regardless of which political party reigns supreme on election 
day. As seen in the chart on the left, irrespective of political party, the one-
year return of the S&P 500 tends to be positive following midterm elections. 
Unfortunately, markets tend to underperform in the 12-month period 
preceding midterm elections.2 

Unfortunately, as market participants have already experienced this year, 
markets usually underperform in the 12-month period preceding midterm 
elections. The average annual return for the S&P 500 in the year leading up 
to midterms elections is 0.3%, whereas the historical average of the S&P 
500 is 8.1%.2 Presidential power is not indicative of performance during this 
period. When Democrats have been in control of the Presidency, the 
average return has been 2.9%, and with Republican control, -1.9%.2 

Once elections are in the rear-view mirror, however, since 1962, the one-
year average return of the S&P 500 following midterms has been 16.3%.2 Republicans hold a minuscule edge regarding market 
performance when in control of the Oval Office, the average annual return following midterm elections during a Republican 
administration has been 16.4% versus 16.2% with a Democrat in the White House.2 

During midterm years when the House, Senate, or both were flipped, the returns in the preceding or trailing 12 months don’t show a 
discernable pattern. 

Although we do not believe that history repeats, it does rhyme. Notably that the last time the S&P 500 index had a negative one-
year return following midterms was in 1939.2 At that time, global economic contraction was rampant, the Great Depression was 
coming to an end, and World War II was just beginning. 

Justifiably, the 12 months leading into this midterm have been some of the most formidable investors have faced in decades. 
However, we are optimistic equity market returns should follow historical precedent into positive territory post-midterms. As the 
election cycle and geopolitical uncertainty continue to linger, we remain neutral on our overall equity allocation, maintain a 
conservative positioning within fixed income, and a slight overweight to liquid alternatives that should allow us to mitigate down 
markets and participate in the upside. In this highly charged political climate, we believe it prudent to divorce politics from 
investment decisions and allow market fundamentals and historical precedent to guide portfolio allocations. 
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Index Definitions 

S&P 500: The S&P 500® is widely regarded as the best single gauge of large-cap U.S. equities and serves as the foundation for a wide range of investment products. 
The index includes 500 leading companies and captures approximately 80% coverage of available market capitalization.  

Disclosures 

Index performance does not reflect the deduction of any fees and expenses, and if deducted, performance would be reduced. Indexes are unmanaged and investors 
are not able to invest directly into any index. Past performance cannot guarantee future results.  
 
The statements provided herein are based solely on the opinions of the Advisor Group Research Team and are being provided for general information purposes only. 
Neither the information nor any opinion expressed constitutes an offer or a solicitation to buy or sell any securities or other financial instruments. Any opinions 
provided herein should not be relied upon for investment decisions and may differ from those of other departments or divisions of Advisor Group or its affiliates. 
Certain information may be based on information received from sources the Advisor Group Research Team considers reliable; however, the accuracy and 
completeness of such information cannot be guaranteed. Certain statements contained herein may constitute “projections,” “forecasts” and other “forward-looking 
statements” which do not reflect actual results and are based primarily upon applying retroactively a hypothetical set of assumptions to certain historical financial 
information. Any opinions, projections, forecasts and forward-looking statements presented herein reflect the judgment of the Advisor Group Research Team only as 
of the date of this document and are subject to change without notice. Advisor Group has no obligation to provide updates or changes to these opinions, projections, 
forecasts and forward-looking statements. Advisor Group is not soliciting or recommending any action based on any information in this document. 
 
Securities and investment advisory services are offered through the firms: FSC Securities Corporation, Royal Alliance Associates, Inc., SagePoint Financial, Inc., Triad 
Advisors, LLC, and Woodbury Financial Services, Inc., broker-dealers, registered investment advisers, and members of FINRA and SIPC. Securities are offered through 
Securities America, Inc. and Ladenburg Thalmann & Co., broker-dealers and members of FINRA and SIPC. Advisory services are offered through Arbor Point Advisors, 
LLC, Ladenburg Thalmann Asset Management, Inc., Securities America Advisors, Inc., and Triad Hybrid Solutions, LLC, registered investment advisers. Advisory 
programs offered by FSC Securities Corporation, Royal Alliance Associates, Inc., SagePoint Financial, Inc., Securities America Advisors, Inc., Triad Advisors, LLC., and 
Woodbury Financial Services, Inc., are sponsored by VISION2020 Wealth Management Corp., an affiliated registered investment adviser. Advisor Group, Inc. is an 
affiliate of these firms. 5067041 

 
1 The American Presidency Project | www.presidency.ucsb.edu 
2 Data Obtained from Morningstar 


