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Do presidential elections influence the stock market? 
 
Key Takeaways 
 
• With the 2020 presidential election less than a year 

away, the relationship between politics and stock 
markets is likely to be dissected endlessly by pundits. 

• Historically, the strength of the economy matters more 
than politics. 

• Over the long-term, markets have provided strong 
returns regardless of the party or candidate that won 
the election.  

Next year – 2020 – marks a presidential election year.  In 
this polarized environment, there will be no shortage of 

opinions about how the election will impact the stock 
market.  These opinions are often focused on predicting 
which party or candidate will be “better” for the market.  
However, as seen by the chart below, the lesson over the 
long term is that the markets have provided substantial 
returns regardless of the party or candidate that won the 
election. The chart by Dimensional Fund Advisors shows 
the growth of the S&P 500 index since 1926, which covers 
16 presidencies from Coolidge to Trump.  

Additionally, when we look at each of the election cycles, 
there were 23 election cycles since 1928 with only four 
election cycles leading to negative years1.  The first two 
negative years came early during 1932 and 1940, both 
associated with the Great Depression.  More recently, the 
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2000 and 2008 election years also posted negative 
returns, each aligning with the tech bubble and the Great 
Recession respectively.  The four negative years have 
coincided with economic crisis more so than the party that 
won the election. While negative years are never pleasant, 
looking at the longer-term trend, those negative years tend 
to occur less frequently than the positive years.  Accurately 
predicting when those ‘down election years’ will occur is 

nearly impossible, just like trying to predict any down year 
in the market. 

The simple truth is that stock markets are volatile, 
regardless of who wins presidential elections.  Elections 
notwithstanding, your portfolio should reflect your risk 
appetite to avoid panicking and selling at the wrong time.  
History has shown having a long-term perspective lets you 
win either way in the election. 

 

1  https://www.thebalance.com/presidential-elections-and-stock-market-returns-2388526 
 

IMPORTANT INFORMATION 

This report is for informational purposes only, and is not a solicitation, and should not be considered as 
investment or tax advice. The information has been drawn from sources believed to be reliable, but its 
accuracy is not guaranteed, and is subject to change.  

Investing involves risk, including the possible loss of principal. Past performance does not 
guarantee future results. Asset allocation alone cannot eliminate the risk of fluctuating prices and 
uncertain returns. There is no guarantee that a diversified portfolio will outperform a non-diversified 
portfolio in any given market environment. No investment strategy, such as asset allocation, can 
guarantee a profit or protect against a loss. Actual client results will vary based on investment 
selection, timing, and market conditions. It is not possible to invest directly in an index. 
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