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MARKETS AND ELECTIONS: COULD THREE BE CHARMING AGAIN? 

The 2020 presidential election is behind us as is the midterm election, but election influence could be a key 
element of the stock market again this year. 

Each year of the presidential election cycle has unique aspects that set it apart from the other years, but 
historically the third year of the cycle is the most beneficial for investors. 

Since 1930, in the 23 years of the 
election cycle, the third has had an 
encouraging record of producing 
positive results as the S&P 500 has been 
down in a third year only four times with 
an average gain for all 23 years of 13.51% 
and a median gain of 17.27%. 

Eliminating Depression-impacted 1931 
raises the average gain to 16.06%. 

Rumblings of a possible second world war 
reached a crescendo in 1939 when German 
divisions moved into Poland, which 
contributed to the 1939 loss of 5.18%. 

Seventy-two years would pass before the S&P 500 next suffered a post-midterm loss, but one so small that most 
calculations rounded it off to a breakeven. Four years later, however, significant loses in the Chinese market, 
devaluation of the yuan, a fall in petroleum prices, the Greek debt default, Federal Reserve actions, and two 
flash crashes conspired to produce the most recent loss in the third year of the presidential cycle. Even with all 
this, however, the loss was only 0.73%.  

Of the 11 years of the cycle that the S&P 500 posted a gain in excess of the median, 1935 stands out as the 
equity market shook off the ravages of the Depression. The second-best third-year gain of 34.11% in 1995 came 
after a year earlier the Federal Reserve, under the leadership of Alan Greenspan, raised interest rates six times 
in an attempt to quell what some people claimed were phantom inflation fears. The 1994 midterm election 
created a split government, which tends to be the most market-friendly political environment. 

The early to mid-1950s might have appropriately been called a Goldilocks period as a combination of low taxes, 
balanced budgets, and public spending allowed the economy and the stock market to prosper as the economy 
overall grew by 37% during the 1950s and unemployment remained low at about 4.5%. This contributed 
significantly to one of the best post-midterm-election-period gains. 
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Within all of these election-related 
periods, there were up-and-down market 
movements, but over time, they eventually 
overcame interim problems and ended by 
adding to the pattern of gains. 

Perhaps the most interesting part of the 
market’s success in the third year of the 
cycle is the margin of gains it has over the 
other years. Most notable is the second 
year, when the average third-year gain is 
more than three times greater than the 
second-year increase. 

 

Slightly adjusting the start and ending dates surrounding the third year of the cycle to include some of the pre-
election market movement around midterm elections produces slightly different results. 

Starting with 1946, in every 12-month period from the last trading day of October before a midterm election 
through October 31 of the next year has had a gain ranging from as little as 2.25% in the 2015-2016 period to as 
much as 33.8% in the 1954-1955 period. Considering all of these periods, the S&P 500 averaged a gain of 16.16% 
and a median gain of 17.10%. 

The second-lowest gain in the 1986-87 period was victimized by the disastrous event in late 1987 that included 
the largest single-day percentage declines for the S&P 500 and Dow Jones Industrial Average that occurred on 
October 19, 1987, with the S&P 500 falling by 20.5% and the Dow down 22.6%. 

Admittedly, the relatively small sampling of available election-related data lessens its statistical reliability, but 
there is no doubt that the administration or party that is in power tends to do whatever it can in the pre-election 
year to boost chances of retaining power. 
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2023 certainly has issues like inflation, rising interest rates, and the path of corporate earnings to overcome 
another entry in the positive patterns described here. Although the market’s path this year is likely to be bumpy, 
we continue to think that the third year of the current presidential cycle could produce another positive entry in 
the history of the election and stocks. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Disclaimer 

This report is provided for informational and educational purposes only and shall in no event be construed as an offer to sell or a solicitation 
of an offer to buy any securities or a recommendation for any strategy or to buy, sell, or hold any product. Opinions expressed are subject 
to change without notice and do not take into account the particular investment objectives, financial situation, or needs of individual 
investors. Employees of Janney Montgomery Scott LLC or its affiliates may, at times, release written or oral commentary, technical analysis, 
or trading strategies that differ from the opinions expressed here. The information described herein is taken from sources which we believe 
to be reliable, but the accuracy and completeness of such information is not guaranteed by us. The opinions expressed herein may be 
given only such weight as opinions warrant. This Firm, its officers, directors, employees, or members of their families may have positions in 
the securities mentioned and may make purchases or sales of such securities from time to time in the open market or otherwise and may 
sell to or buy from customers such securities on a principal basis. This report is the intellectual property of Janney Montgomery Scott LLC 
(Janney) and may not be reproduced, distributed, or published by any person for any purpose without Janney’s prior written consent. This 
presentation has been prepared by Janney Investment Strategy Group (ISG) and is to be used for informational purposes only. In no event 
should it be construed as a solicitation or offer to purchase or sell a security. Past performance is no guarantee of future performance and 
future returns are not guaranteed. There are risks associated with investing in stocks such as a loss of original capital or a decrease in the 
value of your investment. For additional information or questions, please consult with your Financial Advisor. 


