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[bookmark: _GoBack]October 2020 – Political events don’t matter to markets – a look at market reactions to political events
You will hear a great deal of information over the next 2 weeks as we approach and then pass the U.S. Presidential election.  There will be articles in newspapers and on the internet on how important this is, how it will impact markets, companies, the economy, etc, etc.
But is any of this things you read important?  Do political events (elections, war and crisis) impact markets?  Let’s take a look at significant events and their market impact.
1) Assassination of John F Kennedy – on November 23, 1963, President Kennedy was assassinated – the stock market in New York closed at 2:07 p.m. (usually closes at 4:00 pm) and was lower by 2.8%.  The market regained the 2.8% decline in 2 days.
2) Cuban Missile Crisis – in 1962, President Kennedy enforced a blockade of Cuba after missiles that were capable of carrying nuclear weapons were found in Cuba.  We were very close to nuclear war.  The stock market was down by 2.7%
3) March 31, 1981 – President Regan narrowly avoided assassination by John Hinckley.  The stock market was down by 1.2%.
4) August 8, 1075 – President Nixon resigned – the stock market was down by 1.1%
5) September 1, 1939 – Germany invaded Poland to start World War 2 – the US Stock market was up by 9.5%
6) December 7, 1941 – Japan attacked Pearl Harbour- the US stock market closed down 2.6%.
7) When Martin Luther King and when Robert Kennedy were killed, the stock market closed down 1% each time.
8) September 11, 2001 – the terrorist attack in New York – the market sold off when it opened the following week by 5%, but by November 11, 2001, the stock market had regained that loss and kept rising to the Spring of 2002.
9) September 23, 1998 – hedge fund Long-term Capital Management went bankrupt – the stock market closed down 2.2%
10) Brexit in June 2016 – the market went down 5% in 2 day – a week later, the market was higher than before the Brexit vote was announced.
11) The Election of Donald Trump – the market went down 5% overnight, the market opened the day after the election higher and was up 6% from the election to December 20, 2016. 
I could go on and on, but overall, he stock market tends to rebound quickly once it is determined that the economy won’t be irreparably harmed by the event.  Most events I have listed above are emotional events, not economic events.
I look at the stock market, in the short term, as if it were a 6 month old child – a loud noise happens, there is an immediate reaction, then when the noise ends, the 6 month old returns to what they were doing before the noise, completely forgetting that the noise happened.
On a median basis, shocks normally cause stocks to bottom out 6 days after the shock hits a for a total drop of 5.3% and it has taken just 14 days (on average) for the market to recover all its losses.[footnoteRef:1] [1:  http://www.crossingwallstreet.com/archives/2013/11/what-happens-to-stocks-when-disaster-strikes.html?utm_source=feedburner&utm_medium=feed&utm_campaign=Feed%3A+Crossingwallstreet+%28Crossing+Wall+Street%29] 

The most important item that moves market over time is the economy – if a company is making more money, their stock will go up.  If the company is making less money, the stock will go down.  It doesn’t matter if it’s a Republican in power or a Democrat in power or a paperclip in power.  Stocks move over time due to earnings, not announcements or events.  At the end of the day, companies have to sell more of their products or services at a profitable level – Starbucks has to sell more coffee, Boeing has to sell more planes, Apple has to sell more iphones – these things are not impacted by who is in power.
Now, very few newspapers or media outlets will give you this detail – it doesn’t sell ads if you write an article or go on TV and say that the election doesn’t matter (don’t forget the media is there to sell ads…many are public companies, that’s what they are supposed to do…if they happen to inform you as well, that’s a side benefit).  But don’t forget, as you hear a bunch of information throughout the next few weeks, its profits that drive the stocks in the market quarter to quarter and year to year, not the election.
I hope you are well.  Please let me know if you have any questions or problems
Stay safe.
Don
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