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“The equity market is not partisan.”

- Strategas Research

2020 is a presidential election year and a familiar
question raised by investors is how stocks trade during
election years. With ample rhetoric and distractions, it
will be easy to get taken off task and make costly
investment mistakes by misinterpreting signals versus
the noise. What’s clear is that this cycle is playing out
similar to history. The performance of domestic equity
markets in 2019 “rhymed” with history in year three of
the cycle, posting strong returns versus the preceding
two years – up over 28% in the case of the S&P 500.
We’d note year three also followed a familiar playbook
with monetary and fiscal stimulus introduced into the
system.

In the case of 2019, the Fed’s three interest rate cuts,
injection of liquidity into the repurchase markets as well
as easing China and NAFTA trade uncertainty have all
provided a supportive backdrop for investors as we
enter 2020. If the playbook follows history, stronger
economic growth should emerge as these simulative
powers take hold.

Strategas research notes in their work that returns in
election years are not only positive, but tend to be the
smoothest in terms of quarterly returns, as seen above.

We also like their quote (and their chart) that the equity
market tends not to be partisan in terms of returns.
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The Chartered Financial Analyst® (CFA) charter is a graduate-level investment credential awarded by CFA Institute — the largest global association of
investment professionals. To earn the CFA charter, candidates must: 1) pass three sequential, six-hour examinations; 2) have at least four years of
qualified professional investment experience; 3) join CFA Institute as members; and 4) commit to abide by, and annually reaffirm, their adherence to the
CFA Institute Code of Ethics and Standards of Professional Conduct.

The opinions contained in the preceding commentary reflect those of Sterling Capital Management LLC, and not those of BB&T Corporation now Truist
Financial Corporation or its executives. The stated opinions are for general information only and are not meant to be predictions or an offer of individual
or personalized investment advice. They are not intended as an offer or solicitation with respect to the purchase or sale of any security. This information
and these opinions are subject to change without notice. Any type of investing involves risk and there are no guarantees. Sterling Capital Management
LLC does not assume liability for any loss which may result from the reliance by any person upon such information or opinions.

Investment advisory services are available through Sterling Capital Management LLC, a separate subsidiary of BB&T Corporation now Truist Financial
Corporation. Sterling Capital Management LLC manages customized investment portfolios, provides asset allocation analysis and offers other
investment-related services to affluent individuals and businesses. Securities and other investments held in investment management or investment
advisory accounts at Sterling Capital Management LLC are not deposits or other obligations of BB&T Corporation now Truist Financial Corporation,
Branch Banking and Trust Company now Truist Bank or any affiliate, are not guaranteed by Branch Banking and Trust Company now Truist Bank or any
other bank, are not insured by the FDIC or any other federal government agency, and are subject to investment risk, including possible loss of principal
invested.

The chart above highlights various combinations of
parties holding the executive and legislative branches.
While their work would show the S&P 500 has
performed best from 1936 to 2016 when a Republican
held the presidency, many combinations can lead to solid
returns for equity investors.

Our focus has been on keeping our “eye on the prize” to
build portfolios of unique companies at unique prices.
As seen in the chart to the left, valuations for equities do
not appear stretched on a global basis and continue to
provide a target rich environment as we enter 2020.
While maintaining a focus on potential risks within the
global equity markets, we concur with Cornerstone
Research’s statement in their recent strategy piece that
“there are many reasons for active managers to be
feeling optimistic about 2020.”

As always thank you for your interest and trust
managing your investments.

Chip Wittmann, CFA®
Executive Director
(757) 417-4901
cwittmann@sterlingcapital.com
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