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American politics are as polarizing as ever. What isn’t 
polarizing is the desire for strong investment performance. 
No matter your political persuasion, it’s fair to wonder 
whether one party is better or worse for your portfolio. The 
short answer is, it doesn’t matter who controls Congress or 
the White House. Over time, markets tend to move higher. As 
of this writing, it appears that control of Congress will be split 
for the final two years of President Biden’s term. Democrats 
will have either functional or outright control of the Senate  
while the House of Representatives will be controlled by 
Republicans.

Divided governments have become increasingly common as 
the incumbent president’s party tends to lose congressional 
seats in midterm elections. Since 1970, presidents have dealt 
with a divided government nearly 70% of the time. While the 
expectation is that a divided government leads to legislative 
gridlock, the last 50 years would argue that when important 
things need to get done, they do. It is likely that the next two 
years will see more compromise when legislation is passed 
and that is generally viewed positively by investors. In short, 
gridlock is good for your portfolio.

While markets have been volatile so far in 2022, the 
months following a midterm election tend to see strong 
performance. Since 1950, the S&P 500 (SPX) has seen average 
returns in the mid-teens in the year following a midterm. 
In fact, each year has seen a positive return with a range of 
+1.1% on the low end to +33.2% on the high end. While 
history is no guarantee of performance and investors are 
contending with a potential global recession, the current 
political landscape tilts positive for portfolios over the next 
two years. 

Some Expectations for the Next Two Years: 

. Likely no tax increases or large spending packages will pass 

. Increases in defense spending given increasing global 
tensions and bipartisan interest 

. Socially focused legislation will fall to the background of 
both parties’ agendas 

. The U.S. will continue to pressure China and other 
adversaries economically

How Do Elections Affect Your Portfolio?

Government Control Type Average Yearly Return (since 1933)
Unified (total Republican or Democrat Control) 10.4%

Unified Congress (with opposite White House) 7.4%

Split Congress (regardless of White House) 10.8%

Source: Capital Group
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Gift-Giving IdeasGift-Giving IdeasGiftGift--Giving Giving IdeasIdeas
‘Tis the best time of the year, giving season. If you are 
interested in exploring ideas for gifts that don’t fit in a box, 
many wonderful causes are worth your consideration. Below 
are some ideas for giving gifts that can affect you, your loved 
ones, and your community far beyond the holiday season.

Make a gift of your time in addition to your money to a local charity. 
Take your donation further by inviting a young family 
member to join you. There are few lessons better learned 
than those of a mentor. Who do you want to have a positive 
impact on and teach the gift of volunteerism to this year? 
Invite them to come along with you.   

Gift a great book you read this year that your family and friends would 
enjoy. To make your gift even more personal, add tabs to your 
favorite sections and write a note to your recipient about 
what you took away from reading the book. You may even 
inspire them to pay it forward and give the same book to 
someone who could benefit from your combined notes and 
the subject matter. 

Donate your expertise, whatever form it may take. For example: 

. Proofread a resume for a family member. 

. Make a logo for a friend starting a new business. 

. Volunteer to help with a community event. 

. Great with kids? Offer to babysit so parents can get a 
much-needed breather.  

Purchase memberships for family and friends. Giving the gift 
of adventure and memories is an excellent way for your 
recipient(s) to enjoy your present well beyond the holiday 
season. Memberships to the zoo, aquarium, theatre, holiday 
park, sports, or club passes could all be wonderful options for 
sponsoring fun and joy throughout the entire year.  

Take a day to organize and create a spending plan before the holidays. 
Double-check your accounts to ensure there aren’t any 
unusual transactions or subscriptions you thought had been 
canceled. Consider using a third-party payor (i.e., Paypal) to 
make your online holiday purchases. Not directly typing in 
your credit card information when shopping online can help 
add a layer of protection between you and any potential 
scammers.  

Give yourself the gift of peace of mind. Year-end is a great time 
to review your insurance policies. All of them! Always know 
your loved ones are protected if something unexpectantly 
happens to you.  

Also worth noting is the wild ride real estate has been on 
over the last two years. Does your current homeowner’s 
insurance still adequately cover your house? There is an 
80/20 rule most insurance companies adhere to that allows 
them to only fully cover the cost of damage to a house if the 
homeowner has purchased insurance that covers at least 
80% of the total replacement cost of the home.  

As you explore gifting options this holiday season, remember 
that this is the perfect time to reflect on our blessings and 
seek ways to make life better for those around us. 
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Cost-of-Living Adjustments 
Reflect Higher Inflation 

Cost of live adjustments (“COLAs”) 
affect a variety of tax and retirement 
limits each year. For 2023, historically 
high inflation has made some 
significant increases in many areas. 
In fact, the 8.7% increase in Social 
Security benefits for 2023 is the 
highest since 1981 and fourth largest 
in the program’s history.  Over 60 tax 
provisions are subject to cost-of-living 
adjustments, including the tax-rate 
schedules, standard deductions, and 
transfer tax limits. Below we have 
highlighted a few of them for you:

Retirement Savings Contribution Limits 2023 Limit Change

Traditional and Roth Contribution Limit
Catch-up Contribution Limit (Age 50+)

$6,500
$1,000

$500 
No 
Change

401(k), 403(b), 457(b), and Government Thrift Savings 
Plan Employee Salary Deferral Limit
Catch-up Contribution Limit (Age 50+)

$22,500 

$7,500

$2,000 

$1,000

SIMPLE IRA Employee Salary Deferral Contribution Limit
Catch-up Contribution Limit (Age 50+)

$15,500
$3,500

$1,500
$500

Standard Deduction 2023 Limit Change

Standard Deduction for Married Filing Jointly $27,700 $1,800

Standard Deduction for Single Filers $13,850 $900

Estate and Gift Tax Limits 2023 Limit Change

Annual Gift Exclusion Limit (gifts to individuals, 
529 education savings plan contributions and ABLE 
Accounts)

$17,000 $1,000

Lifetime Unified Estate and Gift Tax Exclusion $12,920,000 $860,000

Standard Deductions: Standard deductions also jump significantly for 2023. 
This leap may require more taxpayers to elect the standard deduction versus 
itemizing in 2023. If you itemize currently, review whether you should accelerate 
deductions in 2022 in case you need to itemize in 2023.

Retirement Savings: Both 401(k) and IRA contribution limits will increase 
in 2023 creating additional savings opportunities, along with the modified 
AGI limits that affect your ability to make Roth IRA contributions or deduct 
traditional IRA contributions.  

Transfer Taxes: These tax rules set new inflation records as well.  For the 
first time ever the annual gift tax limit increased in consecutive years.  Also 
significant is a nearly $1 million increase in the federal estate and gift tax 
exclusion amount.

With the midterm elections showing a continually divided government, it seems 
unlikely that income tax laws will see significant changes any time soon. That 
said, there are still planning opportunities to consider.  To help with ideas for 
2022 year-end planning, as well as some tips on issues to consider for 2023, ask 
how  you can receive a copy of our report “2022 Year-End Tax Guide:  Inflation, 
Mid-Terms and the Tridemic are Top of Mind.”

Blog Series Highlights Year-End Financial To-Do List

As the end of the year approaches, it’s easy to get caught up 
in the excitement – and the business – of the holiday season, 
which is completely understandable. But December 31 also 
brings with it certain tax and financial deadlines as well. To 
keep you on task, we’ve come up with a financial To-Do list of 
sorts, to help keep you apprised of important considerations 
you should be aware of.

To find our blogs, go to https://benjaminfedwards.com/edu-
cational-resources. New topics will be run a couple times per 
week through the end of the year, and you can take a look at 
a few that have already been posted. We hope you are able to 
enjoy the season with family and friends.
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MARKET RECAP
Market Summary (As of December 1, 2022)

Securities Research Highlights
• Markets surged on November 10 following a better-than-expected 

reading of October’s Consumer Price Index (CPI), a popular measure 
of inflation. The headline number rose 7.7% from a year earlier versus 
expectations for a 7.9% increase. Core CPI, which removes the volatile 
food and energy components, rose 6.3% versus a 6.5% expectation. 
Housing and fuel prices have seen outsized gains over the last year 
and may cause inflation numbers to remain stubbornly high despite 
rising interest rates. The Federal Reserve’s favored inflation measure, 
Core Personal Consumption Expenditures (Core PCE), has also cooled in 
recent readings and is down to a 5% year-over-year gain versus 5.2% in 
September. 

• Employment in the U.S. remains surprisingly resilient despite the 
Federal Reserve’s best efforts to cool the labor market. A strong labor 
market generally means that employers who are competing for labor 
must pay higher wages, which in turn fuels inflation. The November 
unemployment report saw wage growth exceeding expectations with 
employers adding 263,000 jobs compared to expectations for 200,000 
additions. The U.S. unemployment rate remains near historic lows at 
3.7%.

• As indicated above, the major stock indices have seen very strong 
performance quarter-to-date (through 11/30/2022) but remain in 
negative territory across the board year-to-date. Value continues to 
outperform growth while large cap stocks have maintained leadership 
versus small caps. The Tech-heavy NASDAQ Composite has performed 
better recently but still lags the S&P 500 and Dow Jones Industrial 
Average. Outside of the U.S., China has seen very strong performance 
recently after leading emerging markets lower for the first half of the 
year. 

YTD Trailing
12 months

3-Year 
Annualized

5-Year 
Annualized

DJIA -2.89% 2.48% 9.50% 9.71%

Nasdaq -26.13% -25.59% 10.66% 11.78%

Russell 2000 -14.91% -13.01% 6.44% 5.45%

S&P 500 -13.10% -9.21% 10.91% 10.98%

U.S. Treasury Yields

Two-year 4.23%

Five-year 3.66%

10-year 3.50%

30-year 3.60%

Sector Weightings YTD Trailing
12 months

5-Year 
Annualized

Info. Technology 26.40% -21.63% -18.98% 17.85%

Health Care 15.20% -0.04% 8.93% 12.82%

Cons Discretionary 11.60% -29.04% -29.22% 9.23%

Financials 10.40% -5.59% -2.45% 7.98%

Comms Services 8.40% -34.77% -33.12% 3.77%

Industrials 7.50% -2.59% 2.61% 8.42%

Cons Staples 7.00% 2.26% 12.79% 9.93%

Energy 5.10% 70.74% 75.99% 10.96%

Utilities 3.00% 2.11% 11.94% 8.31%

Real Estate 2.70% -22.38% -14.44% 6.86%

Materials 2.70% -7.10% -0.07% 9.11%

Sources: Benjamin F. Edwards and Bloomberg

Sources: Bloomberg (as of December 1, 2022)

U. S. Stock 
Performance of S&P 500 
Index Price Returns for periods ended November 30, 2022

Ranked by highest to lowest index weightings 
Weightings may not equal 100 due to rounding  
Source: S&P®
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Sources: Bloomberg, Bloomberg US Corporate (A) Fair Value Index, Thomson Reuters MMD/TM3

Fixed Income Yield Curves 
As of  December 1, 2022

Fixed Income
• The third quarter of 2022 saw the Federal Reserve hike the Fed Funds 

Rate by 75 basis points in each of the meetings during the time 
period, ending the quarter at 4.00%. The next meeting is scheduled for 
December 14, with the market currently anticipating a rate increase of 
50 bps or 0.50%. The Fed mandate of keeping inflation at a contained 
2% level is the sole reason for the aggressive rate hikes. While we have 
observed inflation readings moderating from the high points seen 
earlier in the year, they still remain significantly elevated and as such the 
Fed has expressed a “higher for longer” guidance to ensure the inflation 
monster gets put back in the box.  

• The municipal bond market saw a substantial sell off and buy 
back during the course of the quarter, with significant weakness in 
September. Since that high watermark in yields, the market rallied 
approximately 60 bps in the 10-year and 45 bps in the longer maturities. 
This coincides with the treasury market rallying during the quarter as 
well.  

• Credit spreads tightened over the course of the quarter coinciding with 
the Treasury market move, which made for a good quarterly return 
profile for the corporate bond market. This move was driven by better-
than-expected corporate earnings; with the first reading of inflation 
moderating and good earnings, market participants were willing to take 
additional risks in the sector. 
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Important Disclosures  
Past performance is not a guarantee of future results. 

The information provided is based on internal and external sources that are considered reliable; however,  
the accuracy of this information is not guaranteed. This piece is intended to provide accurate information regarding the subject  

matter discussed. It is made available with the understanding that Benjamin F. Edwards & Co. is not engaged in rendering legal, accounting or  
tax preparation services. Specific questions on taxes or legal matters as they relate to your individual situation should be directed to your tax or legal professional.

Diversification does not guarantee a profit or protect against loss.

Investing in securities entails certain risks, including the potential loss of all or a portion of the proceeds invested. Individuals should  
consider their specific financial needs, investment objectives and risk tolerance before making an investment.

Equity investments refer to buying stocks of U.S. companies as well as companies outside of the U.S. The market capitalization of U.S. companies is used to group 
large, medium (mid) and small companies. The investment return to the owner of stock (shareholder) is in the form of dividends and/or capital appreciation. 

Shareholders share in both the upside potential and the downside risk. Dividends are not guaranteed and are subject to change or elimination.

Mutual funds and ETFs are sold by prospectus. Investors should carefully consider investment objectives, risks, charges and expenses.  
This and other important information is contained in the fund prospectuses and summary prospectuses, which can be obtained from your  

financial advisor and should be read carefully before investing.

There are special risks associated with an investment in real estate, including credit risk, interest rate fluctuations and the  
impact of varied economic conditions. Distributions from REIT investments are taxed at the owner’s tax bracket.

An investment in a 529 plan will fluctuate such that an investor’s shares, when redeemed, may be worth more or less than the original investment.  
Investors should carefully consider a 529 plan’s investment objectives, risks, charges and expenses before investing. This and other important information  

can be found in the 529 plan issuer’s official statement, which should be read carefully before investing.

The return of principal for bond funds and funds with significant underlying bond holdings is not guaranteed. Fund shares are subject  
to the same interest rate, inflation and credit risks associated with the underlying bond holdings. Lower rated bonds are subject to greater fluctuations  

in value and risk of loss of income and principal than higher rated bonds.

Bond prices fluctuate inversely to changes in interest rates. Therefore, a general rise in interest rates can result in the decline of the value in your investment.

An index is not managed and is unavailable for direct investment. The Dow Jones Industrial Average (DJIA) is an index that shows how 30 large, publicly owned 
companies based in the United States have traded during a standard trading session in the stock market. The Nasdaq Composite Index measures over 5,000 

NASDAQ domestic and non-U.S. based common stocks listed on The NASDAQ Stock Market. The Russell 2000 is a stock-market index measuring the performance  
of 2000 small-capitalization stocks. The S&P 500 Index covers 500 industrial, utility, transportation and financial companies in the U.S. markets. S&P®, Standard & 

Poor’s® and S&P 500® are registered trademarks of the Standard & Poor’s Financial Services LLC. 
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