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U.S. stock market growth & election cycles
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Recession U.S.Stocks

Regardless of resident in the White House, markets have trended up over the long-term. 

Election Year

U.S. Stocks: S&P 500 Index. Index returns represent past performance, are not a guarantee of future performance, and are not indicative of any specific investment. Indexes are 

unmanaged and cannot be invested in directly. 
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Politics and markets
U.S. stocks performance vs political makeup 1945-2020 (YTD)
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› Republican President

› Republican Senate
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› (10) =  # of annual 

occurrences
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U.S. Stocks: S&P 500® Index. As of 8/31/2020. Indexes are unmanaged and cannot be invested in directly. Returns represent past performance, are not a guarantee of future 

performance, and are not indicative of any specific investment.

▪ Markets dislike uncertainty more than any specific party

▪ Since the end of World War II no party has consistently experienced superior market returns

▪ It is important to focus on the policies rather than the people
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Presidential market impacts

*Returns are YTD as of 8/31/2020 

Source: S&P 500 Index. Index returns represent past performance, are not a guarantee of future performance, and are not indicative of any specific investment. Indexes are 

unmanaged and cannot be invested in directly. 
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▪ Tax Increases will cripple 

U.S. economy

▪ Healthcare nationalization 

will negatively impact 

economy
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▪ Tax cuts will only benefit 

wealthy Americans

▪ Lack of foreign policy 

expertise will be 

detrimental  

▪ Campaign promises are 

unachievable 

▪ Increased government 

and healthcare spending 

will balloon national debt 

▪ Never held political 

office

▪ Trade war with China 

will hurt U.S. and world 

economy
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Taxes on the rise?
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Top U.S. Marginal Tax Rates

Rising Tax Rate Environments Individual Corporate Long Term Capital Gains

PERIOD TAXES INCREASED ANNUALIZED RETURN

1931-1932 Corporate & Individual (-27.9%)

1934-1936 Corporate, Individual & Capital Gains 24.9%

1939-1945 Corporate & Individual 10.1%

1950-1952 Corporate & Individual 24.6%

1967-1969 Corporate, Individual & Capital Gains 8.0%

1975-1976 Capital Gains 30.4%

1990-1993 Corporate, Individual & Capital Gains 10.6%

2012-2013 Individual & Capital Gains 23.9%

U.S. stock returns: S&P 500 Index ,Tax Policy Center, St. Louis Federal Reserve. Indexes are unmanaged and cannot be invested in directly. Returns represent past performance, are 

not a guarantee of future performance, and are not indicative of any specific investment.
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Staying invested tends to payoff
History says don’t let election years dictate your investment plan

Source: Flows - Morningstar Direct (1/1/1993-12/31/2019), US Equity: Active and Passive Mutual Funds, Cash: Money Market Funds ICI (1/1/1985-12/31/1992): US Equities: Long-
Term Mutual Fund Flows Cash: Money Market Accounts.  4-year average US Equity Return and Standard Deviation (Risk):  S&P 500 Index, figures are based on 4-year averages for 
each segment of the election cycle from 1/1/1985-12/31/2019

RIFIS-23004-2020-07-15

▪ If you were to break out 4-year risk and return by each year in the election cycle, the election year has offered the 
second highest return and lowest risk on average.

▪ Investors tend to favor cash investments in pre-election and election years.
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Important information and disclosures

RISKS OF ASSET CLASSES DISCUSSED IN THIS PRESENTATION:

Global, International and Emerging markets return may be significantly affected by 
political or economic conditions and regulatory requirements in a particular country. 
Investments in non-U.S. markets can involve risks of currency fluctuation, political and 
economic instability, different accounting standards and foreign taxation. Such securities 
may be less liquid and more volatile. Investments in emerging or developing markets 
involve exposure to economic structures that are generally less diverse and mature, and 
political systems with less stability than in more developed countries.

Real Assets: Investments in infrastructure-related companies have greater exposure to 
adverse economic, financial, regulatory, and political risks, including, governmental 
regulations. Global securities may be significantly affected by political or economic 
conditions and regulatory requirements in a particular country. Declines in the value of 
real estate, economic conditions, property taxes, tax laws and interest rates all present 
potential risks. Investments in international markets can involve risks of currency 
fluctuation, political and economic instability, different accounting standards, and foreign 
taxation.

Commodities: Commodities may have greater volatility than traditional securities. The 
value of commodities may be affected by changes in overall market movements, 
changes in interest rates or sectors affecting a particular industry or commodity, and 
international economic, political and regulatory developments.

Bonds: With fixed income securities, such as bonds, interest rates and bond prices tend 
to move in opposite directions. When interest rates fall, bond prices typically rise and 
conversely when interest rates rise, bond prices typically fall.  When interest rates are at 
low levels there is risk that a sustained rise in interest rates may cause losses to the price 
of bonds. Bond investors should carefully consider these risks such as interest rate, 
credit, repurchase and reverse repurchase transaction risks. Greater risk, such as 
increased volatility, limited liquidity, prepayment, non-payment and increased default risk, 
is inherent in portfolios that invest in high yield ("junk") bonds or mortgage backed 
securities, especially mortgage backed securities with exposure to sub-prime mortgages. 
Investment in non-U.S. and emerging market securities is subject to the risk of currency 
fluctuations and to economic and political risks associated with such foreign countries.  
When interest rates are at low levels there is risk that a sustained rise in interest rates 
may cause losses to the price of bonds. 

Small capitalization (small cap) investments involve stocks of companies with smaller 
levels of market capitalization (generally less than $2 billion) than larger company stocks 
(large cap). Small cap investments are subject to considerable price fluctuations and are 
more volatile than large company stocks. Investors should consider the additional risks 
involved in small cap investments.

Large capitalization (large cap) investments involve stocks of companies generally 
having a market capitalization between $10 billion and $200 billion. The value of 
securities will rise and fall in response to the activities of the company that issued them, 
general market conditions and/or economic conditions.

Although stocks have historically outperformed bonds, they also have historically been 
more volatile. Investors should carefully consider their ability to invest during volatile 
periods in the market.

Growth: Growth investments focus on stocks of companies whose earnings/profitability 
are accelerating in the short-term or have grown consistently over the long-term. Such 
investments may provide minimal dividends which could otherwise cushion stock prices 
in a market decline. A stock’s value may rise and fall significantly based, in part, on 
investors' perceptions of the company, rather than on fundamental analysis of the stocks. 
Investors should carefully consider the additional risks involved in growth investments.

Value: Value investments focus on stocks of income-producing companies whose price 
is low relative to one or more valuation factors, such as earnings or book value. Such 
investments are subject to risks that the stocks’ intrinsic values may never be realized by 
the market, or, that the stocks may turn out not to have been undervalued. Investors 
should carefully consider the additional risks involved in value investments.

An Investment Grade is a system of gradation for measuring the relative investment 
qualities of bonds by the usage of rating symbols, which range from the highest 
investment quality (least investment risk) to the lowest investment quality (greatest 
investment risk).

Gross domestic product (GDP) refers to the market value of all final goods and 
services produced within a country in a given period. It is often considered an indicator of 
a country's standard of living.

Trailing price-to-earnings (P/E) is a relative valuation multiple that is based on the last 
12 months of actual earnings. It is calculated by taking the current stock price and 
dividing it by the trailing earnings per share (EPS) for the past 12 months.

Forward price to earnings (forward P/E) is a quantification of the ratio of price-to-
earnings (P/E) using forecasted earnings for the P/E ratio.

Price-to-book ratio compare a firm's market to book value by dividing price per share by 
book value per share.
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Please remember that all investments carry some level of risk, including the potential loss of principal invested. They do not typically 
grow at an even rate of return and may experience negative growth. As with any type of portfolio structuring, attempting to reduce risk 
and increase return could, at certain times, unintentionally reduce returns.

Diversification and strategic asset allocation do not assure profit or protect against loss in declining markets. 

Nothing contained in this material is intended to constitute legal, tax, securities, or investment advice, nor an opinion regarding the appropriateness of any investment, nor a solicitation 
of any type. The general information contained in this publication should not be acted upon without obtaining specific legal, tax, and investment advice from a licensed professional.

Source for MSCI data: MSCI. MSCI makes no express or implied warranties or representations and shall have no liability whatsoever with respect to any MSCI data contained herein. 
The MSCI data may not be further redistributed or used as a basis for other indices or any securities or financial products. This report is not approved, reviewed or produced by MSCI.

Standard & Poor’s Corporation is the owner of the trademarks, service marks, and copyrights related to its indexes. Indexes are unmanaged and cannot be invested in directly.

Standard Deviation is a statistical measure of the degree to which an individual value in a probability distribution tends to vary from the mean of the distribution. The greater the degree 
of dispersion, the greater the risk.

Correlations measure the strength and direction of a linear relationship between two random variables. The value will range between -1 and 1. Rolling correlations are trailing 
correlations in overlapping cycles for a given period of time. The periods shift based on a chosen length (typically 1 month) resulting in a continuous stream of trailing correlations e.g. a 
three year rolling value shifted by 1 month will show you the trailing 3 year value for each month displayed. Correlations are useful for understanding the behavior of correlations over 
multiple time periods. Demonstrates patterns or longer term trends in the return data.

Indices and benchmarks are unmanaged and cannot be invested in directly. Returns represent past performance, are not a guarantee of future performance, and are not indicative of 
any specific investment. Index return information is provided by vendors and although deemed reliable, is not guaranteed by Russell Investments or its affiliates. Due to timing of 
information, indices may be adjusted after the publication of this report. 

These views are subject to change at any time based upon market or other conditions and are current as of the date of first use. The opinions expressed in this material are not 
necessarily those held by Russell Investments, its affiliates or subsidiaries. While all material is deemed to be reliable, accuracy and completeness cannot be guaranteed. The 
information, analysis, and opinions expressed herein are for general information only and are not intended to provide specific advice or recommendations for any individual or entity.

Bond investors should carefully consider risks such as interest rate, credit, default and duration risk. Greater risk, such as increased volatility, limited liquidity, prepayment, non-payment 
and increased default risk, inherent in portfolios that invest in high yield (“junk”) bonds or mortgage-backed securities, especially mortgage-backed securities with exposure to sub-prime 
mortgages. Generally, when interest rates rise, prices of fixed income securities fall.  Interest rates in the United States are at, or near, historic lows, which may increase a Fund’s 
exposure to risks associated with rising rates. Investment in non-U.S. and emerging market securities is subject to the risk of currency fluctuations and to economic and political risks 
associated with such foreign countries.

Russell Investments’ ownership is composed of a majority stake held by funds managed by TA Associates with minority stakes held by funds managed by Reverence Capital Partners 
and Russell Investments’ management.

Frank Russell Company is the owner of the Russell trademarks contained in this material and all trademark rights related to the Russell trademarks, which the members of the Russell 
Investments group of companies are permitted to use under license from Frank Russell Company. The members of the Russell Investments group of companies are not affiliated in any 
manner with Frank Russell Company or any entity operating under the “FTSE RUSSELL” brand.

Russell Investments Financial Services, LLC, member FINRA, part of Russell Investments.

Copyright © 2020 Russell Investments Group, LLC. All rights reserved. This material is proprietary and may not be reproduced, transferred, or
distributed in any form without prior written permission from Russell Investments. It is delivered on an “as is” basis without warranty.

Date of first use: September 2020 RIFIS-23171

Important information and disclosures
Not a Deposit. Not FDIC Insured. May Lose Value. Not Bank Guaranteed. Not Insured by any Federal Government Agency.
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Index definitions

The S&P 500® Index: A free-float capitalization-weighted index published since 1957 of 
the prices of 500 large-cap common stocks actively traded in the United States. The 
stocks included in the S&P 500® are those of large publicly held companies that trade on 
either of the two largest American stock market exchanges: the New York Stock Exchange 
and the NASDAQ.
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Questions for Shay, Cory, Dan or Karen?



The Basics of Medicare
Sue Flanagan, BC/BS of MA
Thursday, October 15

2020 Year-End Tax Planning
Marty Katz, CPA, MAFF
Thursday, October 29

All Webinars are at 12 pm EST 

Fall 2020 Educational Webinar Series

Register in Advance! 

www.djgalli.com/webinars

781-878-2322 info@djgalli.com www.djgalli.com



THANK 

YOU!
Representatives offer products and services using the following business names: Daniel J. Galli & Associates – insurance 

and financial services | Ameritas Investment Company, LLC (AIC), Member FINRA/SIPC – securities and investments | 
Ameritas Advisory Services (AAS) – investment advisory services.  AIC and AAS are not affiliated with Daniel J. Galli & 

Associates or Russell Investments or any other entity mentioned herein. Information is gathered from sources believed 
to be reliable; however, we cannot guarantee their accuracy. Opinions expressed are those of Daniel J. Galli & Associates 
or Russell Investments and are not necessarily representative of AIC. Representatives of AIC and AAS do not provide tax 

or legal advice. Please consult your tax advisor or attorney regarding your situation.

781-878-2322 info@djgalli.com www.djgalli.com


