
 

Patricia Kummer, CFP®  Certified Financial Planner TM  8871 Ridgeline Boulevard, Suite 100  Highlands Ranch, Colorado 80129 

TEL 303-470-1209  FAX 303-470-0621  1-877-767-0763  www.kummerfinancial.com 
Advisory services offered through Kummer Financial Strategies, Inc., a SEC registered investment advisor. 

STOCK MARKET OUTLOOK IN ELECTION YEARS 
 (as printed in the Highlands Ranch Herald on October 20th 2016)         

 
Finance by Patricia Kummer CFP® 

 
The Presidential election is in a few weeks and many investors are uneasy.  There are 

just a few weeks left of campaign ads and next month there will be a new President 
announced.  The stock market however, seems more concerned about corporate earnings and 
interest rates.  At least as of this writing. 

 
 Historical research on stock market performance during election years turned out to be 
a big yawn.  It may be best summed up by an international bank stating: “Absent recessions, 
there isn’t much of an election cycle”. 
 

During previous election years, the financial markets move in the direction the economic 
news of the day dictates, not who is in office.  There have been slight downturns when a sitting 
President cannot run, which is the case in 2016.  There are indications that financial markets 
prefer there to be two parties between the White House and Congress, not a single party in 
control.  Markets like economic growth and dislike uncertainty.  Once the new President is 
determined and some of the uncertainty falls away, then we are back to what the economy 
dictates as potential for economic growth. 

 
Since 1928, the Standard & Poor's 500—a widely watched benchmark of U.S. large-cap 

companies—has dropped in presidential election years that don't include an incumbent 
seeking reelection, notes Stephen Suttmeier, research analyst at BofA Merrill Lynch Global 
Research. By contrast, in years when the sitting president is up for reelection, the S&P 500 
has averaged returns of 12.6%. The average for all years from 1928 through 2014 is 7.5%. 

 
Most analysts agree, we are not headed into recession and the general positive trend of 

the markets could very well continue barring extreme cases such as terrorism, or total misses 
of hitting economic growth targets for China. Therefore, let’s review our current and potential 
economic situation as that is where the focus will be within a few weeks after the election. 
The positives are: 
 

• Economic growth in the 2-3% GDP range.  The most substantial since the Great 

Recession of 2008-9. 

• Unemployment has fallen from 10% to 5.0% and appears sustainable at these levels. 
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• Housing values have risen beyond the pre-credit crisis and in some cities have begun 

levelling off. 

• Wages will likely increase gradually as growth pushes businesses to expand and fewer 

qualified workers are available. 

• Inflation has been gradually ticking up.  This is listed as a positive in that if the goal is to 

get back to “normal” monetary policy, this could indicate potential growth going forward.  

Too much inflation of course is bad when it dampers economic growth.  However the 

current situation of very nominal increases of under one-half of one percent are 

perceived as healthy. 

• Corporate earnings are improving, which in turn will help bring valuations in line. 

The negatives are: 
 

• The age of the bull market, although the market increases since the end of Quantitative 

Easing has been reasonably slower. 

• World market conditions, namely high debt and slow growth and aging demographics. 

• Commodities continue to struggle under slower growth and large supplies despite some 

recent increases in oil prices. 

• The effects of long-term low interest rate environment on fixed income portfolio 

holdings. 

• Market volatility based on instant news world-wide.  These knee jerk reactions create 

background noise that may cause investors to abandon their long-term strategy. 
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In summary, it is important for investors to stay focused on their strategy.  It could be just 
as dangerous to miss an opportunity as it is to miss a market correction.  It is fully expected 
that the markets could pull back 10-15 percent just due to the run up we have had since 2009.  
Again, this would likely be based on an interest rate increase, earnings forecast or global 
issues.  Of course an unexpected natural disaster, terrorist attacks or other non-financial 
issues could easily push the markets over until everything is sorted out.  Rarely in history does 
a Presidential election drive market returns, especially if there is perceived economic growth 
potential.  Investors may look to benefit from the explosion of new cloud technology, health 
care changes and anything related to the $15 trillion industry called the Baby Boomers. 

 
The level of uncertainty of either candidate’s agenda will get the media riled up and 

could certainly cause some additional volatility in the near term.  However in the larger scheme 
of things, economic prosperity is what investors want, and the economy looks to be on a trend 
toward sustainable and reasonable growth. 
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