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Dow Industrials -- Presidential Election Year Cycle II
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Incumbents 0-6 when in recession or a 20% drop in election year.

Market and Economic Influence on Presidential Elections

Since 1900

20% Decline or Recession

Yes No

Win 5 13

Lose 9 3

Since 1952

20% Decline or Recession

Yes No

Win 0 8

Lose 6 3

20% decline based on Dow Jones Industrial Average. 
Recession dates from National Bureau of Economic Research.
D - Democrat. R - Republican.

Ned Davis Research T_SP202007141.1
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Stimulus increases before reelections, but 2020 is a post-war record.

NDR Real Monetary & Fiscal Policy Index by President

President Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8

Johnson** 4.6 -0.6 8.5 36.9

Nixon -14.7 9.2 16.1 4.4 -6.4

Ford -5.6 25.7 0.5

Carter -0.3 -2.7 -10.9 2.0

Reagan 1.5 11.7 15.2 1.0 5.8 6.7 -7.4 -2.1

Bush I 1.0 3.8 2.2 2.4

Clinton -9.6 -6.5 -1.9 -1.4 -3.5 3.3 -2.6 -1.9

Bush II 17.1 20.2 11.3 1.2 -4.9 -2.5 0.3 26.9

Obama 29.9 -6.6 4.0 -1.5 -13.7 1.5 3.8 7.7

Trump 4.7 6.5 6.7 66.4*

Median 1.5 1.6 7.6 1.2 -4.9 2.4 -1.2 2.9

% Positive 67 50 80 78 20 75 50 50

Readings are values at end of year, except for Trump's fourth year, which is through August 31 and not included in summary statistics.
**Johnson became president in Kennedy's third year, but because Johnson could have run for reelection in 1968, 1965-68 is treated as a first term.
Real Monetary & Fiscal Policy Index based on real M2 money supply year/year percent change, plus federal expenditures year/year percent change, 
minus federal receipts year/year percent change. 

Ned Davis Research SMF_60

Biggest stimulus since at least 1965
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A rare indicator that predicted the 2016 election.

DJIA Performance Between Second Convention and Election Day      

All
Incumbent Party 

Wins
Incumbent Party 

Loses

Mean % 4.9 7.1 1.6

Median % 1.1 5.7 -1.4

Source: S&P Dow Jones Indices. 
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Weakness after Republican losses reverses in post-election years.
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Dow Industrials - Presidential Post-Election Year Cycle II
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Stocks prefer Congressional checks on Democratic presidents.
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DJIA Real Performance vs. Presidential and Congressional Combinations
Monthly Data 1901-03-30 to 2020-09-30 (Log Scale)
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DJIA Real Performance vs. Presidential and Congressional Combinations
Monthly Data 1901-03-30 to 2020-09-30 (Log Scale)
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DJIA Performance

When U.S. Government Has A:
% Gain/
Annum

% of
Time

Democratic President, Republican Congress 5.21 10.05

Democratic President, Split Congress 7.99 3.34

Democratic President, Democratic Congress 2.96 33.33

Republican President, Republican Congress 7.09 23.43

Republican President, Split Congress -4.83 11.43

Republican President, Democratic Congress -2.05 18.41
Source:    S&P Dow Jones Indices

DJIA Real Performance = Dow Jones Industrial Average / Consumer Price Index
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28% corporate tax rate could lower S&P 500 EPS by 4-13%.

Biden's Proposed Corporate Tax Hike Impact on  S&P 500 After-tax Income

Tax Rate

Line Item
17.7% Effective  (As of 

12/31/2019)

28%  
Stated  

(Biden)

21.0% Effective 
(halfway of  2017 and 

2019)

Pretax Income per Share ($) 174.73 174.73 174.73

Income Taxes per Share (S) 30.67 48.92 36.69

Effective Tax Rate (%) 17.7 28.0 21.0

Change in Taxes per Share ($) 0.00 18.25 6.02

After-tax Income per Share ($) 144.06 125.81 138.04

Change in After-tax Income (%) 0.0 -12.7 -4.2

Source: S&P Capital IQ Compustat.

Ned Davis Research T_SSF20_24.1
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Stocks fell while Gore challenged the 2000 election.
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Dow Jones Industrials Average Around 2000 Election Daily Data 1999-12-31 to 2000-12-29 (Log Scale)
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Dow Jones Industrials Average Around 2000 Election Daily Data 1999-12-31 to 2000-12-29 (Log Scale)
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Stocks struggled as Kennedy, Nixon battled in 1960.
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Dow Jones Industrials Average Around 1960 Election Daily Data 1959-12-31 to 1960-12-30 (Log Scale)
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Dow Jones Industrials Average Around 1960 Election Daily Data 1959-12-31 to 1960-12-30 (Log Scale)

Jan '60
04 13 22

Feb '60
02 11 23

Mar '60
03 14 23

Apr '60
01 12 22

May '60
03 12 23

Jun '60
02 13 22

Jul '60
01 13 22

Aug '60
02 11 22 31

Sep '60
12 21 30

Oct '60
11 20 31

Nov '60
10 21

Dec '60
01 12 21 31

556
559
562
566
569
572
575
579
582
585
589
592
596
599
603
606
610
613
617
620
624
627
631
635
638
642
646
649
653
657
661
665
668
672
676
680
684
688
692
696

556
559
562
566
569
572
575
579
582
585
589
592
596
599
603
606
610
613
617
620
624
627
631
635
638
642
646
649
653
657
661
665
668
672
676
680
684
688
692
696Dow Jones Industrial Average (1960-12-30 = 615.89)

Source:    S&P Dow Jones Indices

Election Day
(11/08/1960)



Ned Davis Research 10Please see important disclosures at the end of this report.

Are small-caps setting up for year-end election rally?
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Russell 2000 Index / Russell 1000 Index Four-Year Presidential Cycle vs. Current Election Cycle
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Russell 2000 Index / Russell 1000 Index Four-Year Presidential Cycle vs. Current Election Cycle
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Value may need a stronger economy to follow its election pattern.
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NDR Multi-Cap Growth / Value Ratio Four-Year Presidential Cycle vs. Current Election Cycle
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NDR Multi-Cap Growth / Value Ratio Four-Year Presidential Cycle vs. Current Election Cycle
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More defensive leadership pre-election when incumbent party loses.
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Broad Cyclicals / Defensive Sectors around Presidential Elections: Incumbent Party Wins vs. Loses
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Broad Cyclicals / Defensive Sectors around Presidential Elections: Incumbent Party Wins vs. Loses
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Cyclical sectors stronger post-election when incumbent party loses.
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Average Returns Relative to S&P 500 6-Months after Election by Sector
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Average Returns Relative to S&P 500 6-Months after Election by Sector
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Health Care best when incumbent wins and worst when loses.
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Average Returns Relative to S&P 500 12-Months after Election by Sector
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Average Returns Relative to S&P 500 12-Months after Election by Sector
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Defensive sectors best when GOP wins.
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Median Returns Relative to S&P 500 12-Months after Election by Sector
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Median Returns Relative to S&P 500 12-Months after Election by Sector
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Tax cut winners could be most hurt from hike.
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Median Effective Tax Rates by Sector
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Median Effective Tax Rates by Sector
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Lower uninsured rate is good for Managed Health Care.
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NDR-Multi Cap Managed Health Care / S&P 500 around Obama Presidency
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NDR-Multi Cap Managed Health Care / S&P 500 around Obama Presidency
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Industrials should benefit from more government infrastructure spending.
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Machinery / S&P 500 vs. Government Structures Spending Quarterly Data 1989-09-30 to 2020-06-30 (Log Scale)
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Machinery / S&P 500 vs. Government Structures Spending Quarterly Data 1989-09-30 to 2020-06-30 (Log Scale)
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Machinery vs. S&P 500
Gain/Annum When:

Government Structures
as % of GDP: 

% Gain/
Annum

% of
Time

  Above 2 14.51 17.86

* Between 1.7 and 2 2.16 58.56

  1.7 and Below -0.15 23.58

Source: Ned Davis ResearchSource:   S&P Dow Jones Indices

Machinery vs. S&P 500 (2020-06-30 = 0.6)
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Clean Energy over E&P trade should continue if Biden wins.
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NSQ2020Q3_UIP117A

Clean Energy vs. Oil & Gas Exploration & Production Daily Data 2019-12-31 to 2020-10-22 (Log Scale)
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Clean Energy vs. Oil & Gas Exploration & Production Daily Data 2019-12-31 to 2020-10-22 (Log Scale)
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Clean Energy Basket Relative to Oil & Gas Exploration & Production Basket (2020-10-22=893.4)
200-day Moving Average (2020-10-22=463.7)

Oil & Gas Exploration & Production Basket is Equal-Weighted: APA, COG, COP, CXO, DVN, EOG, FANG, HES, NBL, PXD
Clean Energy Basket is Equal-Weighted: TSLA, BEP, ALB, SEDG, NIO, ON, ENPH, CREE, FSLR, OLED

Source:    S&P Dow Jones Indices
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Health Care is weak in 2H when incumbent party loses.
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UIP117C

Health Care Relative Strength -- Election-Year Cycle (Incumbent Party Wins vs. Loses)
Daily Data 2019-11-04 to 2020-11-03

© Copyright 2020 Ned Davis Research, Inc. Further distribution prohibited without prior
permission. All Rights Reserved. See NDR Disclaimer at www.ndr.com/copyright.html

For data vendor disclaimers refer to www.ndr.com/vendorinfo/

UIP117C

Health Care Relative Strength -- Election-Year Cycle (Incumbent Party Wins vs. Loses)
Daily Data 2019-11-04 to 2020-11-03
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Democrat Impact Index should benefit from Biden Presidency.
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UIP117A

NDR Democrat Positive Impact Index Daily Data 2017-12-29 to 2020-10-22 (Log Scale)
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UIP117A

NDR Democrat Positive Impact Index Daily Data 2017-12-29 to 2020-10-22 (Log Scale)
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Democrat Positive Impact Index (2020-10-22=137.0)

Basket is equal weighted 15 companies from four industries that could outperform under a Democrat presidency Source:    S&P Dow Jones Indices
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200-day Moving Average (2020-10-22=100.2)

Impacted Industry Companies

Pollution Controls/Services DCI, FTEK, TTEK

Clean Energy FSLR, SEDG, TERP, ORA

Building Products JCI, CARR, MAS, LII

Managed Health Care UNH, ANTM, HUM, CNC

Source:    S&P Dow Jones Indices
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Bottom Line
• Recessions and bear markets do not bode well for incumbents. Will voters 

blame Trump?

• Investors' biggest fear about a Biden win is a Democratic clean sweep 
that leads to higher taxes.

• Election uncertainty often reverses in post-election years.

• Value and small-caps may be more dependent on economy than election 
tendencies. 

• Sector leadership has been more cyclical following incumbent party 
losses and under Democratic presidents. 

• Managed Health Care, Capital Goods, and Clean Energy could benefit 
from Biden win. 

• Defense and traditional Energy could benefit from a Trump reelection.
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NDR HOUSE VIEWS  (Updated October 15, 2020)

NDR recommends overweight allocation to equities.  We are marketweight bonds and 

underweight cash. If global economic activity gains upside momentum, stock prices will be 

likely to trend higher with rising bond yields. We are positioned for a year-end rally, but 

longer-term secular outlook remains in question. 

Equity Allocation

U.S. | We are marketweight the U.S. relative to other regions but are bullish on an absolute 

basis. The rally from the March 23 low has met the NDR criteria for a cyclical bull market, 

and we are shifting to risk-on assets as models confirm. We favor small-caps over large-

caps and are neutral on Growth versus Value.

INTERNATIONAL | We are overweight Emerging Markets, underweight Japan, U.K. and 

Pacific ex. Japan, and neutral on all other regions within our seven-way regional allocation 

framework.

Macro

ECONOMY | The global economy fell into its deepest recession in the postwar era due to 

COVID-19, but as of Q2, it has begun to show signs of recovery. Even so, a V-shaped 

recovery is unlikely as spending behaviors will remain subdued until the virus subsides.

FIXED INCOME | We are neutral at 100% of benchmark duration.  We are neutral on the 

yield curve.  We are overweight IG corporates and TIPS and roughly marketweight 

everything else. 

ENERGY | Oil has broken down out of a multi-month consolidation. Excess capacity 

abounds. We are bearish.

GOLD | Long-term uptrend intact.  We are bullish.

DOLLAR | Composite models indicate downtrend.

GLOBAL ASSET ALLOCATION
Stocks (60%) 
Bonds (35%)
Cash (5%)  

Benchmark: Stocks (55%), Bonds (35%), Cash (10%)

Equities — Regional Relative Allocation
Emerging Markets (17%)
U.S. (57%)  | Europe ex. U.K. (15%) | Canada (3%) 
Japan (4%) | U.K. (2%) | Pacific ex. Japan (2%)

Benchmark – U.S. (57.2%), Europe ex. U.K. (13.3%), Emerging Markets (12%), Japan (7.1%), U.K. (4.2%), Pacific ex. 
Japan (3.3%), Canada (2.9%)

Global Bond Allocation
U.S. (55%)
Europe (30%) | U.K. (5%)
Japan (10%)

Benchmark: U.S. (50%), Europe (28%), Japan (17%), U.K. (6%)

U.S. ALLOCATION
Bonds  (45%) |  Small-Cap
Stocks (55%) | Mid-Cap | Growth | Value
Cash (0%) | Large-Cap

Benchmark: Stocks (55%), Bonds (35%), Cash (10%)

Sectors
Technology (27%) | Industrials (12%)
Energy (2%) | Real Estate (2%) | Utilities (1%)

Benchmark: Technology (24.7%), Health Care (14.1%), Financials (11.1%), Communication Services (10.8%), 
Consumer Discretionary (10.8%), Consumer Staples (8.0%), Industrials (8.6%), Energy (3.3%), Utilities (3.2%), 
Real Estate (2.9%), Materials (2.5%)

U.S. Bonds — 100% of Benchmark Duration

 Overweight     Marketweight     Underweight

Economic Summary  October 19, 2020

Global Economy
Below Trend 

(-3.5% to -4.0%)

U.S. Economy
Below Trend 

(-5.0% to -5.5%)

U.S. Inflation
Below Trend 

(0.8% to 1.2%)
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See the signals. Avoid mistakes.
Founded in 1980, Ned Davis Research Group is a leading independent research firm with clients around the globe. With a range 

of products and services utilizing a 360° methodology, we deliver award-winning solutions to the world’s leading investment 

management companies. Our clients include professionals from global investment firms, banks, insurance companies, mutual 

funds, hedge funds, pension and endowment funds, and registered investment advisors.
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suggests that all market participants consider di� ering viewp oints and use a weight of the evidence approach that fits their investment needs. Any particular piece of content or commentary 

may or may not be representative of the NDR House View, and may not align with any of the other content or commentary that is provided in the service. Performance measures on any chart 

or report are not intended to represent the performance of an investment account or portfolio, as some formulas or models may have superior or inferior results over di� ering time p eriods 
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