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Key points

Over the long run, Bouts of volatility Investors who focus
markets have risen are typical during on the long term are
despite which party is election season. more likely to achieve
in office. their goals.

Investors have seen more than their fair share of market volatility in 2020... and it isn’t over yet. Just as economies
around the world are regaining momentum after the pandemic shut them down, investors are now facing the uncertainty
of a U.S. presidential election in an increasingly polarized nation.

With elections approaching, many investors tend to consider which political party might be better for the market. But
history tells us that over the long run, the market doesn’t care who is in control of the White House. Since 1926, markets
have continued to rise regardless of which party holds office.

Stocks have risen through both regimes
Hypothetical investment of $1,000 in U.S. stocks from 1926 to 2020

June 2020: $8.96 million

January 1926: $1,000
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Morningstar as of 6/30/20. Stock market represented by the S&P 500 Index from 1/1/70to 6/30/20 and IASBBIU.S. large cap stocks index from 1/1/26 to 1/1/70.
Past performance does not guarantee or indicate future results. Index performance is for illustrative purposes only. You cannot invest directly in the index.

Yet many investors still think short-term

Nevertheless, many investors still seem to be influenced by election concerns. Going back to 1993, on average, money
market funds have garnered higher inflows during election years versus non-election years, while stock and bond funds
have attracted more inflows during non-election years. This pattern suggests that many investors have reacted to
election uncertainty by moving into cash, and the long history of market growth across regimes tells us they have missed
out on significant gains by doing so. (See graphs on the next page).
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Fund flows and presidential election years
In billions USD, 2/1/93 -6/30/20
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Morningstar as of 6/30/20. Money funds, stock funds, and bonds funds are
represented by their respective U.S. fund categories as defined by Morningstar.
Past performance does not guarantee or indicate future results.

What’s at stake: policy, not party

Even as history shows that markets are resilient through
elections, investors may wonder which outcome is

more beneficial to their portfolio. In the case of 2020,
we believe that the ability for the government to enact
policy is more important than the party. We anticipate
three primary scenarios:

President: Democrat
Senate: Democrat
House: Democrat

Scenario 1:
A Democratic sweep

President: Democrat
Senate: Republican
House: Democrat

Scenario 2:
Biden elected, no
change in Congress

Scenario 3:
Trump re-elected, no
change in Congress

President: Republican
Senate: Republican
House: Democrat

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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U.S. stocks across the election cycle
Performance has historically been above average
in presidential election years
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Morningstaras of 6/30/20. Stock market represented by the S&P 500 Index from
1/1/70t0 12/31/19 and IASBBIU.S. large cap stocks index from 1/1/26 to
1/1/70. Past performance does not guarantee or indicate future results. Index
performance s for illustrative purposes only. You cannot invest directly in the index.

A democratic sweep (Scenario 1) could introduce
higher corporate taxes which in turn could negatively
impact markets. In the near-term, however, it may be
difficult for policymakers to agree on raising taxes while
the pandemic continues to challenge the economy.

More importantly, we believe the ability for Congress

to deliver continued fiscal relief amid the health crisis

will likely be key for markets, regardless of who is in power.
The sheer size of the stimulus so far and the speed with
which it has been delivered is unprecedented. American
history has never seen anything like it.

Because continued fiscal support is so critical, a smoother
path to policy enactment (e.g. Scenarios 1 and 3) may be
more impactful than which party is in power.

Bottom line

While investors are right to be cautious of volatility in
the short-term, when it comes to elections, the old
adage applies: it’s time in the market, not timing the
market. History has shown that seeing through
uncertainty and taking a long-term perspective can
lead to greater success.
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This material is provided for informational purposes only and does not constitute a solicitation 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 September 2020 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 performance presented 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 a guarantee nor indicative of the future performance 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.

© 2020 BlackRock, 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.

Prepared by BlackRock Investments, LLC, member FINRA.
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