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How Do Presidential Elections Affect the Stock Market?

As 2024 shapes up to be a pivotal election year, many investors are concerned about the outcome
of the U.S. Presidential Election and its potential impact on the stock market.

However, a review of historical data shows that presidential elections generally don't have a
substantial long-term effect on financial markets.

While short-term volatility is common during election seasons due to increased uncertainty, the
U.S. stock market has consistently trended upward over the long term, regardless of which party
occupies the White House. Understanding this historical relationship between presidential
elections and stock market performance can help you make more informed investment decisions
and avoid knee-jerk reactions that hinder your progress toward long-term goals.

How Stocks Perform in Election Years

Historically, the U.S. stock market has exhibited distinct patterns during presidential election
years. For instance, in the months leading up to an election, market volatility tends to increase as
investors grapple with the uncertainty surrounding the outcome and its potential economic
implications.

However, a closer look at market trends in the months following past elections reveals a more
nuanced picture. Specifically, in the immediate aftermath of an election, the stock market often
experiences a brief period of increased volatility as investors adjust to the election results.

This volatility can be particularly pronounced if the election results are unexpected or if there’s a
prolonged period of uncertainty. One notable example is the contested 2000 election between
George W. Bush and Al Gore, when the S&P 500 fell 7.8% from Election Day through year-end.

Despite these short-term fluctuations, the stock market has generally displayed resilience during
election years. In fact, research from LPL Financial shows that since 1952, the S&P 500 has
generated an average return of +7% during presidential election years, suggesting that the market
tends to adapt relatively quickly to new administrations and their policies.

Understanding the Longer-Term Impact of Presidential
Elections on the Stock Market

Stock market performance doesn’t always move in lockstep with the economy (or election
cycles, for that matter). For example, Bill Clinton was president during one of the most
noteworthy economic expansions and bull markets in history; however, George W. Bush was
actually in the White House when the expansion began.

Despite the performance patterns that tend to emerge leading up to and following election years,
U.S. stocks have historically posted gains over the long run regardless of which party is in the
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White House. In fact, over the last 50 years (as of April 30, 2024), the S&P 500 has delivered an
average annual return of +11.35%.

In other words, while presidential elections can create short-term volatility, historical evidence
indicates that the stock market's long-term performance is more closely tied to the underlying
strength of the U.S. economy and the resilience of the companies that drive it. Thus, investors
should be cautious about making investment decisions solely based on election outcomes.

Additional Considerations for Investors

While understanding the historical relationship between presidential elections and the stock
market can be helpful, it's important to recognize the limitations and caveats of these analyses.

First, elections are inherently unpredictable. Despite the increasing sophistication of polling
methods and political forecasting, there’s always the potential for unexpected outcomes or events
that can significantly impact the market.

Additionally, it's crucial to remember that presidential elections are just one of many factors that
can influence the stock market. Economic indicators, such as GDP growth, inflation, and
employment rates, as well as corporate earnings, interest rates, and global events, all play
significant roles in shaping market sentiment and performance. In many cases, these factors
outweigh the impact of an election.

Staying the Course During Election Years

While presidential elections can influence short-term stock market performance, historical data
suggests their long-term impact is relatively limited. Over time, the market has shown
remarkable resilience and the ability to adapt to new administrations, regardless of which party
holds power.

As an investor, it's crucial to maintain a long-term perspective and stay focused on your financial
goals. By staying informed and sticking to your investment plan, you can successfully navigate
short-term market fluctuations and position yourself for long-term financial success.

If you’re looking for personalized financial planning and investment guidance, we’re here to
help. Contact us to develop a comprehensive plan that supports your financial objectives and
helps you navigate your financial future.

Fruit of the Vine Financial, LLC
830-282-0654
della@fruitofthevinefinancial.com

www.fruitofthevinefinancial.com
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Fruit of the Vine Financial, LLC (“FOTVEF”) is a registered investment advisor offering advisory services in the
States of Texas and Minnesota and in other jurisdictions where exempt. Registration does not imply a certain level
of skill or training.

This communication is for informational purposes only and is not intended as tax, accounting, or legal advice, as an
offer or solicitation of an offer to buy or sell, or as an endorsement of any company, security, fund, or other
securities or non-securities offering. This communication should not be relied upon as the sole factor in an
investment making decision.

Past performance is no indication of future results. Investment in securities involves significant risk and has the
potential for partial or complete loss of funds invested. It should not be assumed that any recommendations made
will be profitable or equal the performance noted in this publication.

The information herein is provided “AS IS” and without warranties of any kind either express or implied. To the
fullest extent permissible pursuant to applicable laws, Fruit of the Vine Financial, LLC (referred to as “FOTVF”)
disclaims all warranties, express or implied, including, but not limited to, implied warranties of merchantability,

non-infringement, and suitability for a particular purpose.

All opinions and estimates constitute FOTVF’s judgement as of the date of this communication and are subject to
change without notice. FOTVF does not warrant that the information will be free from error. The information should
not be relied upon for purposes of transacting securities or other investments. Your use of the information is at your
sole risk. Under no circumstances shall FOTVF be liable for any direct, indirect, special or consequential damages
that result from the use of, or the inability to use, the information provided herein, even if FOTVF or a FOTVF
authorized representative has been advised of the possibility of such damages. Information contained herein should
not be considered a solicitation to buy, an offer to sell, or a recommendation of any security in any jurisdiction
where such offer, solicitation, or recommendation would be unlawful or unauthorized.
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