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I hope this finds you well.  I wanted to give you an update as to my thoughts over the next couple of month, especially regarding the upcoming US election and stock markets.
The History of US stock markets in Election Years
I reviewed the performance of US stock markets (specifically the S&P 500) in each US election year back to 1984.  In each of these years, between June 30th and October 31st, the S&P 500 historically has a decline in this period;
		Decline	between June 30th and October 31st
1984		-12%
1988		-9%
1992		-5%
1996		-12%
2000		-13%
2004		-7%
2008		-35%
2012		-9%
2016		-5%
The largest decline in this period each election year is 35%, the smallest decline is 5%, the average decline is 12% and the median is 9%.
Even if you take out the 2008 year when we were in the 2007-2009 recession, the numbers do not change by much.  The maximum decline is 13%, the minimum decline is still 5%, the average decline is 9% and the median decline is 9%.


The general reason why markets in the United States typically do this is markets, in the short term like a few months, are trying to price in change.  This leads to volatility and gives us the above market changes.  As a result, it would not surprise me if we had some more volatility before the election in November (and this has not factored in any issues surrounding the COVID-19 pandemic).
Market Performance under a Democratic President and Democratic Senate/House of Representatives
Polls increasing show that Democrat Joe Biden will win the Presidency of the United States.  Now, 3 months is a lifetime in policies and anything can change between now and Election Day.  However, if Biden does win and the Democrats hold on to the House of Representatives and flip the Senate to Democratic, the Democrats would hold power in the Executive and Legislative branches of US government.  
I reviewed the market performance of the S&P 500 since 1920 when the Democrats controlled the Presidency, the House of Representatives and the Senate.  This is summarized below;
	Democratically controlled Congress and President
	

	Year
	President
	
	Return of SP 500

	1933
	Franklin Roosevelt
	
	53.99
	

	1934
	Franklin Roosevelt
	
	-1.44
	

	1935
	Franklin Roosevelt
	
	47.67
	

	1936
	Franklin Roosevelt
	
	33.92
	

	1937
	Franklin Roosevelt
	
	-35.03
	

	1938
	Franklin Roosevelt
	
	31.12
	

	1939
	Franklin Roosevelt
	
	-0.41
	

	1940
	Franklin Roosevelt
	
	-9.78
	

	1941
	Franklin Roosevelt
	
	-11.59
	

	1942
	Franklin Roosevelt
	
	20.34
	

	1943
	Franklin Roosevelt
	
	25.9
	

	1944
	Franklin Roosevelt
	
	19.75
	

	1945
	Franklin Roosevelt
	
	36.44
	

	1948
	Harry Truman
	
	5.5
	

	1949
	Harry Truman
	
	18.79
	

	1950
	Harry Truman
	
	31.71
	

	1951
	Harry Truman
	
	24.02
	

	1961
	John F Kennedy
	
	26.89
	

	1962
	John F Kennedy
	
	-8.73
	

	1963
	John F Kennedy
	
	22.8
	

	1964
	Lyndon Johnson
	
	16.48
	

	1965
	Lyndon Johnson
	
	12.45
	

	1966
	Lyndon Johnson
	
	-10.06
	

	1967
	Lyndon Johnson
	
	23.98
	

	1968
	Lyndon Johnson
	
	11.06
	

	1977
	Jimmy Carter
	
	-7.18
	

	1978
	Jimmy Carter
	
	6.56
	

	1979
	Jimmy Carter
	
	18.44
	

	1980
	Jimmy Carter
	
	32.42
	

	1993
	Bill Clinton
	
	10.08
	

	1994
	Bill Clinton
	
	1.32
	

	2009
	Barrack Obama
	
	26.46
	

	2010
	Barrack Obama
	
	15.06
	

	
	
	
	
	

	Average return
	
	14.81606
	

	Years under Control
	33
	
	

	Median Return
	
	18.44
	

	High Return
	
	53.99
	1933

	Low Return
	
	-35.03
	1937



As you can see, market performance with the Democrats in control, has been quiet strong.  Although the media will have stories about higher taxes, less business friendly policies, more regulation, etc, etc, the actual history of markets indicate that they do perform strongly with Democrats in charge.
No changes at this time
Given the historical performance of US stock markets during the summer before Presidential Elections, I am comfortable with our present asset allocation.  However, it would not surprise me if I had some asset allocation changes (possibly to increase Canadian equities) in the fall.  However, I will be in touch with you then when there are changes to be made.
Borrowing to invest
With interest rates very low, you may want to look at borrowing to invest funds as we will most likely enter a new economic cycle in the next 6 to 12 months.  Depending on what interest rate you can borrow at (for reference, Prime Rate in Canada is 2.45%), I could see a situation where a portfolio could be entered that has a dividend yield that is significantly higher than your borrowing rate.  There are risks to investing with borrowed funds that we would have to review and discuss, but there could be benefits to you and your financial future over the next 5 to 10 years by evaluating this strategy.  
Contact
If you would like to schedule a time to speak on the phone or via online platforms (we use Microsoft Teams and an online meeting can be arranged by sending you a link), please let me know and I will be happy to schedule a time to speak with you.
Thank you and be safe.  I do hope that you are doing something memorable during this time and are doing well -  I have told my 5 year old at least once a week, you will tell your grandkids about the year you didn’t complete school and you had to have Dad teach you school each day.  It is an interesting time to be alive.  
Don
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