
THE MIDTERM ELECTION CYCLE 
AND LONG-TERM INVESTING

The midterm election season will naturally raise questions about politics and investing. How can investors maintain perspective as 
political campaigns heat up?

With the November midterm election approaching, campaigns are starting to intensify across the country. Politics have only grown more 
divisive in recent decades, so it’s natural for investors to wonder whether the election should influence their financial decisions. More than 
ever, it’s important to separate our political views from investing, and not vote with our portfolios and financial plans.

Midterm elections occur every four years at the halfway point between presidential election cycles and help determine the composition of 
Congress. Current polls suggest that the likely outcome is a divided government, but margins are thin in both chambers, so a lot can 
change in the coming months.

As citizens, voters, and taxpayers, there is nothing more important than elections. This is because elections shape the direction of policy on 
issues including entitlement programs, taxes, and the federal debt. However, this doesn’t mean investors should get caught in the details. 
History shows that Washington politics matter far less to long-term portfolio outcomes than many might believe. Why is this, and how can 
investors stay focused on the long-term as the election season heats up?

Midterm Years Have Been Positive on Average
It seems natural to believe that politics should impact the stock market, and that investors may want to avoid election years altogether. 
Since elections affect economic policies, which in turn impact industries and companies, it’s easy to assume that election years may simply 
be more volatile.

However, history shows that this isn’t the case. The accompanying chart highlights the fact that returns have been positive across different 
types of election and non-election years going back to the Great Depression. While there is natural variation between the averages of 
these types of years, markets have performed well under Republicans, Democrats, and divided governments.

This does not mean that all years are positive. Each period was driven by a unique set of circumstances depending on the phase of the 
business cycle. Recent midterm election years, for instance, include 2022 which experienced significant inflation in the wake of the 
pandemic, and 2018 when many worried about global growth and Fed policy. In both cases, returns were negative due to the underlying 
trends, not because they happened to be midterm election years.

Similarly, longer-term market trends often have little to do with politics. This includes the information technology revolution that began in 
the 1990s, the housing boom and bust of the mid-2000s, the inflationary impact of the pandemic after 2020, and today’s AI innovations. 
Each of these periods influenced markets in important ways that had little to do with the White House and Congress.
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It’s also common for a president who starts with a majority in Congress to lose it during a midterm election. In recent decades, this was the 
case for President Biden during his single term, Obama during his first term, George W. Bush in his second term, Clinton in his first term, 
and more. Regardless of the individual causes in each examples, both markets and the economy have grown steadily over these decades. 

The Economy Affects Portfolios More Than Elections
For long-term investors, the business cycle and interest rates have historically been far more important drivers of markets and portfolios 
than who controls the White House or Congress. This matters because political change usually occurs incrementally and with lags. The fact 
that majorities in Washington are difficult to sustain reflects the design of our political system. Even when there are shifts in policies that 
appear significant, such as with taxes and tariffs in recent years, they often don’t have as large or as immediate an effect, positive or 
negative, as some might predict. This is because the pace of economic growth, corporate earnings, inflation, and jobs are influenced by 
many other important factors.

This year's election is taking place against a backdrop of geopolitical conflict, inflation, AI concerns, and more. These factors have been far 
larger drivers of markets, corporate earnings, and interest rates than the specifics of each Congressional race. And yet, major stock market 
indices have generated double-digit returns despite short periods of uncertainty. So, while the midterm election happens to be taking 
place this year, it’s important to focus on the broader environment.

Markets Have Grown Across Both Political Parties
Perhaps the most important perspective for long-term investors is that markets have performed well across many different political cycles. 
The accompanying chart shows that the S&P 500 has grown over the past century, spanning political periods, wars, recessions, policy 
shifts, and everything in between.

This does not mean that policy isn’t important or that the stock market doesn’t experience volatility. Debates around tax rates, defense 
spending, and the federal debt could have real consequences for the economy over time. Today, the outcome of the election could 
influence the legislative agenda, including the trajectory of the Iran conflict, tax provisions, tariffs, and the national debt. These are issues 
that many investors care about.

However, the key is to distinguish between what we can and cannot control when it comes to our portfolios and financial plans. It’s 
important for voters to make their voices heard, but not with their hard-earned savings. Instead, holding a portfolio designed to perform 
across a range of economic and political environments is more important than trying to predict the result of a single election.

Reproduction or distribution of this material is prohibited, and all rights are reserved. 
Please see additional disclosures on the following page.

The Stock Market and Presidencies
S&P 500 price index on a log scale with presidents and their parties highlighted since 1933

Sources: Clearnomics, Standard & Poor’s. Latest data point is December 31, 2025.



Disclosure
Legacy Capital Wealth Partners, LLC (“Legacy Capital”) is a registered investment advisor. Advisory services are only offered to clients or prospective clients 
where Legacy Capital and its representatives are properly licensed or exempt from licensure.

The information provided is for educational and informational purposes only and does not constitute investment advice, nor should not be relied on as 
such. It should not be considered a solicitation to buy or an offer to sell a security. It does not take into account any investor's particular investment 
objectives, strategies, tax status or investment horizon. You should consult with your attorney or tax advisor.

The views expressed in this commentary are subject to change based on market and other conditions. These documents may contain certain statements 
that may be deemed forward looking statements. Please note that any such statements are not guarantees of any future performance and actual results or 
developments may differ materially from those projected. Any projections, market outlooks, or estimates are based upon certain assumptions and should 
not be construed as indicative of actual events that will occur.

All information has been obtained from sources believed to be reliable, but its accuracy is not guaranteed. There is no representation or warranty as to the 
current accuracy, reliability, or completeness of, nor liability for, decisions based on such information and it should not be relied on as such. 
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