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The Elections and Its Effects on the Stock Market 

With a presidential race that has proven to be as contentious as this one has been, it’s no 

wonder investors are expecting high volatility. The unfavorable ratings of Donald Trump and 

Hillary Clinton and the rise of Gary Johnson as a third party challenger makes this presidential 

election a mystery. The markets do not like uncertainty, it tends to increase volatility and keep 

investors at bay.  The best time to invest is the scariest time to invest.  

History shows during election years the market is up. Eight-five percent of the time markets 

have seen positive returns. Of the last 14 elections, 12 of them have been positive. Heading to 

safety can cost an investor significant returns.  For example: $10,000 invested in 1960 in the 

S&P 500 and left fully invested grew to $1,894,374. If an investor gets scared and moves to cash 

during election years it grows to $1,136,820. If the investor adds $2000 at the beginning of an 

election year the portfolio grew to $2,896,460, so adding a total of $36,000 the Investment adds 

a million dollars of value. (Based on S&P 500 returns, Morningstar Direct 1/16) 

The President has little effect of the direction of the economy. The power of the President is 

giving ideas and a sense of direction, which is merely a recommendation to congress.  

The top four things that really effects the stock market more than the President of the United 

States are: 

1. Interest Rates- the movement of interest rates reflect the direction of the markets. 

Dropping interest rates help stimulate an economy. Increased interest rates try to slow 

down the economy by making the use of money more expensive. 

2. Company Profitability- The President can recommend legislation favorable and 

encourage economic growth.  The real growth of the stock market is due to the 

profitability of corporations. The more money they make the more people are hired, 

business investment increases and the demand of goods and services will boost the 

economy and stock prices too. 



3. Investors’ confidence and expectations-  Investors are driven by fear and greed.  When 

things are good people spend more money and invest. When people are fearful they 

hold back investing and may even remove money from the market.  

4. Global Markets- The president has a minimum effect on other global leaders. The ability 

to have free markets so countries can trade freely and thus sell more goods and makes 

the markets or companies grow. 

In the story of the Wizard of OZ the munchkins (the people) are mesmerized of the power of 

OZ. Then Dorothy bravely goes and pulls the curtain and we see the amazing all powerful OZ 

was actually a person.  We often put our President and the office to a more powerful position 

than it actually yields.  Focus on things like: are my neighbors buying cars, are people more 

active in travel, are homes and business being built and are your neighbors getting jobs and 

promotions. These are the factors that move the stock market. Go vote for the person you 

believe will do the best job. And do not let short term emotional swings detract your future 

long term wealth. 
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