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Watching on the U.S. mid-

terms? What history tells us 

about market performance 

and behaviour 

Key points 

• Since 1928, the S&P 500 Index has risen in 

22 of 24 years following a midterm election, 

averaging 17.9%. 

• Stocks have tended to lag before Election Day 

and recover afterwards. 

• Over the long term, US stocks have risen 

under both Republican and Democratic 

presidencies. 

• We believe time in the market may matter 

more than timing the market.  

Election noise versus market history 

Heated election campaigns can leave investors 

feeling uneasy about the country and the markets. 

Yet since 1928, the S&P 500 has historically 

performed best in the year after midterm elections. 

Midterm years themselves have been more mixed, 

averaging 7.2% with 14 positive and 10 negative 

years. One possible reason for the post-midterm 

strength is that campaign promises may buoy 

corporate earnings. In our view, election-related 

concerns alone may not justify changing a long-term 

investment approach.

 

As U.S. midterm elections approach in November, louder headlines may tempt some investors to wait on 

the sidelines. We believe history offers some useful context for understanding market behaviour around 

election cycles. Here is what decades of election-cycle data may tell us, and why patience has often 

mattered. 
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Early-cycle wobbles may ease after the vote

Stocks have tended to lag in the months before 

elections, when primaries create uncertainty about 

candidates. On average, election-period returns 

trailed non-election periods until after the vote, then 

moved ahead, reaching 19.5% versus 15.4% by 

month 18. Volatility has also been modest around 

most recent presidential elections, with exceptions in 

2000, 2008 and 2020. Investors who step aside 

during uncertain months may miss the recovery that 

has often followed. 
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It may be about time, not parties

We believe the bigger lesson is that stocks have 

risen over the long term regardless of which party 

held the White House. A hypothetical US$1,000 

invested in the S&P 500 in 1928 would have grown 

to about US$9.5 million by the end of 2025, despite 

wars, recessions and market shocks. Across six 

combinations of White House and Congress control, 

average annual S&P 500 returns since 1928 were 

positive in every case, ranging from 2.3% to 17.6%. 
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Staying invested may matter more than perfect timing 

Short-term periods can disappoint. A 60/40 stock-

bond portfolio averaged 6.17% in midterm years 

versus 12.29% in other years between 1976 and 

2025. Still, markets have historically recovered from 

crises, and investors who stayed invested through 

difficult periods may have been rewarded in the long 

term. 

 

We believe a diversified portfolio that suits investors’ 

goals and risk tolerance, and a long-term view, may 

help investors look past the election noise. Every 

election cycle is different, but we believe the lesson 

from history is consistent: focus on the long term 

rather than the headlines. 
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Important Information      

Manulife Investment Management is the global wealth 

and asset management segment of Manulife Financial 

Corporation. The information and/or analysis contained in 

this material have been compiled or arrived at from 

sources believed to be reliable but Manulife Investment 

Management does not make any representation as to 

their accuracy, correctness, usefulness or completeness 

and does not accept liability for any loss arising from the 

use hereof or the information and/or analysis contained 

herein. Neither Manulife Investment Management or its 

affiliates, nor any of their directors, officers or employees 

shall assume any liability or responsibility for any direct 

or indirect loss or damage or any other consequence of 

any person acting or not acting in reliance on the 

information contained herein. 

This material was prepared solely for educational and 

informational purposes and does not constitute a 

recommendation, professional advice, an offer, 

solicitation or an invitation by or on behalf of Manulife 

Investment Management to any person to buy or sell any 

security. Nothing in this material constitutes investment, 

legal, accounting or tax advice, or a representation that 

any investment or strategy is suitable or appropriate to 

your individual circumstances, or otherwise constitutes a 

personal recommendation to you. The economic trend 

analysis expressed in this material does not indicate any 

future investment performance result.   This material was 

produced by and the opinions expressed are those of 

Manulife Investment Management as of the date of this 

publication, and are subject to change based on market 

and other conditions. Past performance is not an 

indication of future results. Investment involves risk, 

including the loss of principal. In considering any 

investment, if you are in doubt on the action to be taken, 

you should consult professional advisers. 

Proprietary Information – Please note that this material 

must not be wholly or partially reproduced, distributed, 

circulated, disseminated, published or disclosed, in any 

form and for any purpose, to any third party without prior 

approval from Manulife Investment Management. 

This material has not been reviewed by, are not 

registered with any securities or other regulatory 

authority, and may, where appropriate, be distributed by 

Manulife Investment Management and its subsidiaries 

and affiliates. 
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