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STOCKS & PRESIDENTIAL ELECTIONS
What does history show – and should we value it?
Provided by Frank DeMaio*
As an investor, you know that past performance is no guarantee of future success.
Expanding that truth, history has no bearing on the future of Wall Street.
That said, stock market historians have repeatedly analyzed market behavior in
presidential election years, and what stocks do when different parties hold the reins
of power in Washington. They have noticed some interesting patterns through the
years which may or may not prove true for 2012.
The Dow hasn’t done that well when the presidency has changed hands. A new
research report from MFS Investment Management details the history of the blue chips
in presidential election years from 1900-2008. It notes that the DJIA has on average
lost 4.4% in election years in which the incumbent party in the White House loses. On
the other hand, in years when the status quo was maintained, the Dow gained an
average of 15.1%. Of course, much of these yearly gains and losses could also be
chalked up to macroeconomic factors having nothing to do with a presidential race.1
Overall, election years have been good for the blue chips. On average, the Dow has
advanced 7.6% in the 28 election years since 1900. When Republicans have won a
presidential election, the average annual gain of the index has been 10.3%. When
Democrats have won the White House, the average annual gain has been 3.9%.1
Do stocks respond if a particular party has control of Congress? Many House and
Senate seats will be decided in November as well, and so MFS also looked for any
history of effect on the S&P 500 when a single party had or lacked a majority in
Congress from 1961-2010.
In that period, MFS notes that when the White House and Congress were controlled by
the same party, the S&P annually returned 12.1% on average. In years with a
Democratic President and a Republican-controlled Congress, it returned an average of
+21.3%. In years when a Republican President contended with a Democrat-controlled
Congress, the annual return of the index averaged +4.5%. In years in which Congress
was split – regardless of who was President – the S&P went 7.1%+ on average.1
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Could the Dow actually help determine who wins the White House? James Stack,
president of InvesTech Research, chooses to look at this through the other end of the
telescope. In his view, the performance of the Dow between Labor Day and Election
Day exerts a powerful influence on who wins in November.
Stack notes that in 25 of the 28 presidential elections held since 1900, the incumbent
party in the White House either a) lost the presidency when the Dow retreated within
that time frame or b) retained the White House when the Dow advanced between
Labor Day and Election Day. Of course, other factors may have been considerably
more influential in these elections, such as a given president’s approval rating and the
unemployment rate.2
Bulls have run in many fourth quarters of election years. As the Stock Trader’s
Almanac cites, the S&P 500 advanced in the last seven months of 15 out of the 18
election years from 1952-2008.3
How much weight does history ultimately hold? Perhaps not much. It is intriguing,
and some analysts would instruct you to pay more attention to it rather than less.
Historical “norms” are easily upended, however. Take 2008, the election year that
brought us a bear market disaster. The year 2000 also brought an S&P 500 loss. While
a presidential election undoubtedly affects Wall Street every four years, it is just one
of many factors in determining a year’s market performance.1
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