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See through 
election uncertainty
BlackRock Investor Briefing

Key takeaways

What’s happening

• Investors have seen more than their fair share of market volatility in 2022, and it isn’t over

yet. Uncertainty remains around inflation and how far the Fed will go in its fight to bring it 

down. On top of that, the uncertainty of a heated midterm election is likely adding to anxiety. 

So far, 2022 has ranked as the third-worst midterm election year on record for stocks.

• Midterm elections have rarely had an effect on the stock market long term, regardless of the 

type of government that results. While volatility during election years is common, 

midterm election years have typically posted a tighter range of returns when 

compared to all stock market years since 1926.

• Investors should remain focused on longer-term macroeconomic headwinds in the market 

rather than short-term political results. In the current environment, we recommend 

maintaining strategic allocations but positioning defensively by allocating towards minimum 

volatility and high-quality dividend payers within equities and high-quality, shorter-duration 

bonds within fixed income.

Investors should 

focus on long-term 

trends rather than 

short-term outcomes.

A potential recession 

from Federal Reserve 

rate hikes will likely 

outweigh any impact 

from the midterms.

…but have little impact on long-term returns
Growth of $1,000 since 19262

Elections can cause uncertainty…
Range of annual stock market returns since 19261

Source: Morningstar, BlackRock as of 9/30/22.  U.S. stocks represented by the S&P 500 Index from 3/4/57 to 9/30/22 and  IA SB BI U.S. Large Cap TR Index from 1/1/26 to 3/4/57. 1All 
data shown includes YTD 2022 returns as of 9/30/22 except for average annual return numbers, which only incorporates return d ata up to 12/31/21. 2Periods of government unification 
are defined by BlackRock as follows: “Unified government” is defined as periods where the same party controls the presidency and both houses of Congress, “Divided Congress” as periods 
where the same party controls the presidency and only one house of Congress, and “Divided government” as periods where one pa rty controls the presidency but does not control any houses 
of Congress. P ast performance does not guarantee or indicate future results. Index performance is for illustrative purposes only. You cannot invest directly in the index.
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Over the long run, 

midterm election 

results have had little 

impact on market 

performance.
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What our experts are saying

We see three primary scenarios for the November midterm elections, with the potential 

impacts wide-ranging:

Scenario 1: 
Split Congress

Democrats retain Senate

Republicans take the House

Scenario 2: 
Red wave

Republicans take control of

both the Senate and the House

Scenario 3: 
Blue wall

Democrats retain control of

both the Senate and the House

The bottom line
• Midterm election years are often rife with volatility as markets grapple with uncertainty, but they 

have rarely had a marked impact on long-term stock returns. This year in particular has seen 

extremely high volatility and stock market losses. However, this is largely due to prevailing 

macroeconomic factors, such as higher inflation and slowing growth.

• To combat these more significant headwinds, we recommend investors maintain strategic 

allocations but position defensively by allocating towards minimum volatility and high-quality 

dividend payers within equities and high-quality, shorter-duration bonds within fixed income.

• For investors looking for more aggressive opportunities, this year’s 20%+ selloff could pose an 

opportunity to purchase areas for potential future growth at discounted prices. It is likely Congress 

will continue to focus on rising geopolitical competition between the U.S. and state actors such as 

China, regardless of this year’s election outcome. This should be a boon for investment in 

cybersecurity, as the U.S. continues to put emphasis on mitigating the growing sophistication of 

cyberwarfare capabilities.

A split Congress could mean slow legislative action and 
increased tensions around government funding and the 

debt limit, as well as increased executive branch oversight 
from the House.

A unified Republican Congress may prioritize economic, 
energy and security issues, with a focus on executive branch 

oversight and agency rulemaking, though presidential veto 
power would constrain the legislative agenda.

A unified Democratic Congress could see continued focus

on social and climate policy. A slim majority, however, 

would limit the scope of potential legislation.

In all scenarios, we see Congress maintaining acompetitive approach toward China, supporting 

Ukraine and focusing on reining in Big Tech.

History suggests that Scenarios 1 or 2 are most likely. Only twice since World War II has the president’s 

party gained seats in the House in the midterm elections.

In the current cycle, Republicans only need to gain five seats in order to gain control of the House. The race 

for the Senate looks to be tighter.

Scenarios are only three of several possible outcomes. There is no guarantee that any of  these outcomes will come to pass.
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This material is provided for informationalpurposes only and does not constitute asolicitation in any jurisdiction in which such solicitation is unlawful or to any person to whom it is unlawful.
Moreover, it neither constitutes an offer to enter into an investment agreement with the recipient of this document nor an invitation to respond to it by making an offer to enter into an
investment agreement.

This material is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, offer or solicitation to buy or sell any securities or to adopt any
investment strategy. The opinions expressed are as of October 2022 and may change as subsequent conditions vary. The information and opinions contained in this material are derived
from proprietary and nonproprietary sources deemed by BlackRock to be reliable, are not necessarily all-inclusive and are not guaranteed as to accuracy.

Reliance upon information in this material is at the sole discretion of the reader. Opinions and estimates offered herein constitute the judgment of BlackRock and are subject to change. All
opinions and estimates are based on assumptions, all of which are difficult to predict and many of which are beyond the control of BlackRock. In addition, any calculations used to generate
the estimates were not prepared with a view towards public disclosure or compliance with any published guidelines. In preparing this document, BlackRock has relied upon and assumed,
without independent verification, the accuracy and completeness of information provided by third parties. BlackRock believes that the information provided herein is reliable; however, it does
not warrant its accuracy or completeness.

This material may contain “forward-looking” information that is not purely historical in nature. Such information may include, among other things, projections, forecasts, estimates of yields
or returns, and proposed or expected portfolio composition. No representation is made that the performancepresented will be achieved by any BlackRock Funds, or that every assumption
made in achieving, calculating or presenting either the forward-looking information or the historical performance information herein has been considered or stated in preparing this material.

Any changes to assumptions that may have been made in preparing this material could have a material impact on the investment returns that are presented herein by way of example.

Past performance information indicated herein is neither aguarantee nor indicative of the futureperformance or investment returns of any strategy and actual events or conditions may not
be consistent with, and may differ materially from, historical or forecasted events or conditions. Investing is subject to various risks, including a risk of total loss.

© 2022 BlackR ock, Inc. All Rights Reserved. BLACKROCK is a trademark of BlackRock, Inc. or its subsidiaries in the United States and elsewhere. All other trademarks are those of their
respective owners.

Preparedby BlackRock Investments, LLC, member FINRA.
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