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Don’t Play Politics with Your Portfolio

Like many Americans, you may wonder how election outcomes could affect the financial markets — and
more importantly, your investment strategy. You may also wonder whether you should make any changes to
your strategy based on election results. Although changes in government policies can have a sizable effect
on investment returns, they’re much harder to predict than you might think, and the consequences of
policy changes are usually not as expected. As a result, we think it’s better to follow time-tested investment
principles and avoid letting politics influence your long-term strategy.

To help vou better understand how financial markets have performed under various political parties in power in the
past, review the following table.
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You may be surprised to learn that the stock market has
increased under every political combination in Washington,
providing an annual average return of 9.7% per year. And
the economy has grown regardless of who controlled the
White House and Congréss.

As the table indicates, the stock market and the economy
have performed better under Democratic presidents.
They've also performed better when Democrats had the
majority in Congress. However, inflation has been lower
during Republican presidencies and congressional majori-
ties. This has resulted in improved performance for the
bond market.

It might be tempting to think these trends will continue in
the future, but we think it could be dangerous to your
wealth to predict what's going to happen in the financial
markets based on the political configuration in Washington.

While political leaders may change our tax laws, government
spending and industry regulations in hopes of having a
positive effect on economic growth, jobs, interest rates and
inflation, the results are not nearly as predictable as they hope.




