
7 Things to know about
Midterm Elections
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of future results. All investments are subject to risk of loss, and any investment strategy may lose value.
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President’s party House seats gained/lost and S&P 500® Index 1-year post-midterm return 
(1960-2021)

The WhiteHouse occupant’s party has tended 
to not perform well in midterm elections.

• The president’s political party, over the past 
six decades, has lost on average 23 seats in 
the US House

• In fact, the only presidents who led their 
party to gained seats in the House were 
Bill Clinton in 1998 and George W. Bush 
in 2002

The stock market has posted positive returns in 
the calendar year following midterms for more 
than six decades, regardless of the election 
outcome.

Source: Bloomberg and US Congress 12/31/21. The S&P 500® Index is a market-capitalization-weighted index of the 500 largest domestic US stocks. Indexes cannot be purchased directly by investors. Past performance does not guarantee future
results.
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Source: Bloomberg, Dow Jones, 12/31/21. The Dow Jones Industrial Average is a price-weighted average of 30 blue-chip stocks that are generally the leaders in their industry. Indexes cannot be purchased directly by investors. Past performance
does not guarantee future results.

Dow Jones Industrial Average presidential 
cycle pattern (1900-2021)
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Markets have historically tended to perform the 
worst in the year ahead of midterms — 2022 
appears to be continuing that pattern.

Year three of the presidential cycle, however, 
has historically posted strong average returns.

Despite the talk of markets preferringdivided 
government,market results in the year after 
midterms have tended to be strong regardless 
of the outcome.

Investment advice offered through OneDigital Investment Advisors, an SEC-registered investment adviser and a wholly-owned subsidiary of OneDigital. Invesco and OneDigital 
Investment Advisors are not affiliated and are separate entities. Past performance is no guarantee of future results. All investments are subject to risk of loss, and any investment 
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12 months before/after the midterm election date
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Source: Bloomberg, Strategas Research Partners 12/31/21. Chart is meant for illustrative purposes only and is not meant to depict or predict the performance of any investment strategy. Dates: D President/D Senate/R House – 2011-2015; R
President/R Senate/ D House – 1911-1912, 1931-1932, 1981-1986, 2019-2020; D President/R Congress – 1919-1920, 1947-1948,
1995-2000, 2015-2016, R President/R Congress – 1901-1910, 1921-1930, 1953-1954, 2003-2006, 2017-2018; D President/D Congress – 1913-1918, 1933-1946, 1949-1952, 1961-1968,
1977-1980, 1993-1994, 2009-2010; R President/D Congress – 1955-1960, 1969-1976 1987-1992, 2007-2008. *2001 to 2002 is not listed because Jim Jeffords became independent leaving the Senate evenly divided. The Dow Jones Industrial Average is
a price-weighted average of 30 blue-chip stocks that are generally the leaders in their industry. Indexes cannot be purchased directly by investors. Past performance does not guarantee future results.

M A R K E T S H AV E S E E M E D TO P R E F E R D I V I D E D  GOVERNMENT
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The two most likely outcomes of the 2022 
midterm election have historically proven quite 
good for markets:
• D president and Senate with R House, or
• D president and R Congress

An important caveat: I would argue that the 
analysis isn’t statistically significant. Returns, in 
most instances, tend to be driven by a handfulof 
notable years:
• D President and Senatewith R House only 

happenedonce. It was during the 2011-2015 
bull market

• D President and R Congress happened
during the height of the late 1990’s tech boom

Investment advice offered through OneDigital Investment Advisors, an SEC-registered investment adviser and a wholly-owned subsidiary of OneDigital. Invesco and OneDigital 
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Goldman Sachs US Financial Conditions Index and S&P 500® performance during periods of 
easing financial conditions
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ative return during periods of easing financial conditions

+99% +217%

S&P 500 cumul 
(shaded areas)

+227%

M O N E TA RY P O L I C Y M AT T E RS MORE

Despite the focus on the midterms, I believe 
that monetary policy matters more and this 
adage holds true: Don’t fight the Fed.

Presidents have historically been hurt or helped 
by monetary policy.

• Presidents Clinton and Obama (and for a 
period Bush II) benefitted from prolonged 
periods of benign inflationand easy 
monetary policy

• Strong market returns under President 
Obama occurred during single-party 
Democratic rule, as well as during a 
divided government

Sources: Goldman Sachs, Bloomberg L.P., 6/30/22. The Goldman Sachs US Financial Conditions Index is a weighted average of riskless interest rates, the exchange rate, equity valuations, and credit spreads, with weights that correspond to the direct
impact of each variable on US Gross Domestic Product. The S&P 500® Index is a market-capitalization-weighted index of the 500 largest domestic US stocks. An investment cannot be made in an index. Past performance does not guarantee future
results.
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Range of US quarterly real GDP by 
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Source: US Bureau of Economic Analysis, 6/30/22. Gross Domestic Product (GDP) is the total value of goods and services produced in a year. *The outlier GDP growth quarters under divided government were the result of the shutdown and
reopening of many segments of the US economy as a result of the COVID-19 pandemic.

P O L I T I C I A N S D O N ’ T R A D I C A L LY RE-E N G I N E E R T H E E C O N O M Y

O R D R A M AT I C A L LY  ALTER E C O N O M I C GROWTH

Many investors fear that a political party might 
radically re-engineer the economy. But 
consumption, business investment, and 
governmentspending have been remarkably 
consistent as a percentageof gross domestic 
product (GDP) across multiple iterations of 
government control.

Economic activity, representedby the median 
annualized quarterly percent change in US 
GDP, has been remarkably similar during 
single party and divided government rule.
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The best-performing portfolio over the past 120-
plus years stayed fully invested throughout both
Democratic and Republican administrations.

Hypothetically, those who only invested during 
single-party rule by their preferred party or during 
divided government fared much worse.

The more time investors spent participating in 
markets, and the less time they spent focusing 
on politics, the better.

Sources: Bloomberg, Invesco, 6/30/22. For illustrative purposes only. The Dow Jones Industrial Average is a price-weighted average of 30 blue-chip stocks that are generally the leaders in their industry. An investment cannot be made in an index.
Past performance does not guarantee future results.
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T H E  M A R K E T ’ S  LO N G - T E R M  A D VA N C E  H A S  O C C U R R E D  A C R O S S  M U LT I P L E  
A D M I N I S T R AT I O N S  A N D  C O M B I N AT I O N S  O F  G O V E R N M E N T

Don’t let electionoutcomes disrupt long-term 
investment plans — no matter who you favor.

Markets tend to trade on whether the world is 
gettingbetter or worse, relative to expectations, 
irrespective of who controlled the White House 
and Congress.

Source: Bloomberg, Dow Jones, 6/30/22. The Dow Jones Industrial Average is a price-weighted average of 30 blue-chip stocks that are generally the leaders in their industry. Indexes cannot be purchased directly by investors. Past performance
does not guarantee future results.
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The opinions referenced within are those of the author as of Aug. 31, 2022, are based on
current market conditions and are subject to change without notice. These opinions may
differ from those of other Invesco investment professionals. These comments should not
be construed as recommendations, but as an illustration of broader themes. Forward-
looking statements are not guarantees of future results. They involve risks, uncertainties 
and assumptions; there can be no assurance that actual results will not differ materially 
from expectations.
The document contains general information only and does not take into account individual 
objectives, taxation position or financial needs. Nor does this constitute a recommendation 
of the suitability of any investment strategy for a particular investor. Investors should
consult a financial professional before making any investment decisions. Past performance 
is not indicative of future results.

Risks:

• All investing involves risk, including the risk of loss

• In general, stock values fluctuate, sometimes widely, in response to activities specific 
to the company as well as general market, economic and political conditions

• Fixed-income investments are subject to credit risk of the issuer and the effects of
changing interest rates. Interest rate risk refers to the risk that bond prices generally 
fall as interest rates rise and vice versa. An issuer may be unable to meet interest 
and/or principal payments, thereby causing its instruments to decrease in value and
lowering the issuer’s credit rating
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All rights reserved.

For Canadian audiences:
Commissions, trailing commissions, management fees and expenses may all be
associated with mutual fund investments. Mutual funds are not guaranteed, their values 
change frequently, and past performance may not be repeated. Please read the simplified 
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