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Is a split Congress better for stock market returns than if one party controls both chambers?
How does the stock market respond when the White House flips political parties?
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How does control of the White House and Congress affect a sector like defense?

Data Tables

= O OV 0 0 N & 1 W =

© 2024 SPADE Indexes LLC  www.spadeindex.com
ii



In November 2024, elections
for the President and both
houses of Congress will be in
play. A number of tight races
make it difficult to predict the
policies and the politicians
that will shape the next four
years. While past performance
is not indicative of future gains,
when investing for the future,
one should consider how the
market performed under past
presidential administrations
and  congressional  control.
History can provide insight into
whether certain political party
combinations or policies have a
more positive or negative impact
on equity investment returns.

Prelude to the 2024 Election

Early 2024 started with the US
stock market hitting historic
highs. Inflation, which surged
during the prior year, has de-
clined significantly but is re-
maining stubborn. Economist
estimates as how often and how
much interest rates might de-
cline prior to the election have
come down from earlier predic-
tions of 4 cuts to just 1 or 2. This
type of Federal Reserve event
typically provides a boost to the
stock market and could benefit
an incumbent. Meanwhile, com-
mercial real estate loan refinanc-
ing remains a possible “black
swan” event; one that could im-
pact banking stocks and induce
a market decline.

Section 1: Introduction

Historically, stock market gains
during an election year often
predict who wins. (See Table 1).
Over the past 100 years, this
philosophy has held true with
four exceptions—FDR won the

1940 election despite a market
decline of [9.8%] near the end
of the Great Depression. The
White House also changed
parties in 1968 as the market
gained 11.1% during the height

TasLe 1: S&P 500 Total Returns during Presidential Election Years

YEAR RETURN
1928 43.6%
1932 [8.2%]
1936 33.9%
1940 [9.8%)]
1944 19.8%
1948 5.5%
1952 18.4%
1956 6.6%
1960 0.5%
1964 16.5%
1968 11.1%
1972 19.0%
1976 23.8%
1980 32.4%
1984 6.3%
1988 16.6%
1992 7.6%
1996 23.0%
2000 [9.1%]
2004 10.9%
2008 [37.0%]
2012 16.0%
2016 12.0%
2020 18.4%

CANDIDATES

Herbert Hoover vs. Al Smith

Franklin Roosevelt vs. Herbert Hoover
Franklin Roosevelt vs. Alf Landon
Franklin Roosevelt vs. Wendell Willkie
Franklin Roosevelt vs. Thomas Dewey
Harry Truman vs. Thomas Dewey
Dwight Eisenhower vs. Adlai Stevenson
Dwight Eisenhower vs. Adlai Stevenson
John Kennedy vs. Richard Nixon
Lyndon Johnson vs. Barry Goldwater
Richard Nixon vs. Hubert Humphrey
Richard Nixon vs. George McGovern
Jimmy Carter vs. Gerald Ford

Ronald Reagan vs. Jimmy Carter
Ronald Reagan vs. Walter Mondale
George HW Bush vs. Michael Dukakis
Bill Clinton vs. George HW Bush

Bill Clinton vs. Bob Dole

George W Bush vs. Al Gore

George W Bush vs. John Kerry

Barack Obama vs. John McCain
Barack Obama vs. Mitt Romney
Donald Trump vs. Hillary Clinton
Joseph Biden vs. Donald Trump

Source: Summarizes data from Table 2
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of the Vietnam War and lost it in
1976 in a year when the market
gained 23.8% as people contin-
ued to digest the events leading
to the resignation of President
Richard Nixon. Lastly, the pre-
vious presidential election in
2020 saw Donald Trump lose the
White House despite the market
gaining by more than 18%.

As we approach November,
the financial media has already
begun to feature hundreds, if
not thousands, of articles citing
which political party will be best
for the economy and for spe-

economy, world events im-
pacting economic stability and
growth, as well as safety and se-
curity concerns. These nonpoliti-
cal factors tend to have a greater
influence over stock market
returns than any person or po-
litical party. The historical data
shows that while some sectors
may be impacted in the short-
term based on if a Democrat
or Republican is in control, the
total return of the stock market
as a whole can’t be summed up
simply by which party is setting
the agenda.

Clﬁc. sectors. Spme WII.I feature thinkMoney magazine, summer 2020.
an inherent bias showing what
sectors will benefit if a particular
“conventional wisdom” that one - Energy
party or another is better for a Which sectors  Jtilities Defense
particular sector without provid- could do well Consum.er Staples Materials
! Alternative Energy . -
ing actual numbers. Financials
. Pharma
As an example, see the table il e Consumer Discretionary Consum.erStapIes
and commentary on the right could suffer Energy Alternative Energy
that appeared in the Summer
2020 issue of TD Ameritrade’s “Republican agendas, the thinking goes, often help industries
thinkMoney magazine on page like energy and financials because they’re more likely to ease
18. regulatory brakes. Defense contractors get a boost because the
party tends to favor higher military spending. On the other hand,
But does political party truly a Democratic agenda would likely push for climate-change leg-
make a difference or is there islation and something akin to a ‘Green New Deal'..Further, if
a disconnect between percep- Democrats focus on their preferred regulatory and tax initiatives,
tion and reality? financials, health care, and carbon-based energy could all face
pressure. Yet, under this scenario, defensive sectors like Utilities
The article from TD Ameritrade and Consumer Staples might benefit”
(and many like it) offers what is S —

considered to be “conventional
wisdom” based on logical as-
sumptions of how we believe
the political parties will gov-
ern. There are a lot of moving
parts including the state of the
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TaBLE 2: S&P 500 Total Returns by House Term

YEARS

House

SENATE

WHiTe House

15" YEAR'S

2"° YEAR’S

1933-34
1935-36
1937-38
1939-40
1941-42
1943-44
1945-46
1947-48
1949-50
1951-52
1953-54
1955-56
1957-58
1959-60
1961-62
1963-64
1965-66
1967-68
1969-70
1971-72
1973-74
1975-76
1977-78
1979-80
1981-82
1983-84
1985-86
1987-88
1989-90
1991-92
1993-94
1995-96
1997-98
1999-2000
2001-02
2003-04

Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Republican
Democrat
Democrat
Republican
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Republican
Republican
Republican
Republican

Republican

Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Republican
Democrat
Democrat
Republican
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Republican
Republican
Republican
Democrat
Democrat
Democrat
Democrat
Republican
Republican
Republican
Democrat

Republican

Franklin Roosevelt
Franklin Roosevelt
Franklin Roosevelt
Franklin Roosevelt
Franklin Roosevelt

Franklin Roosevelt

Franklin Roosevelt/Harry Truman

Harry Truman
Harry Truman
Harry Truman
Dwight Eisenhower
Dwight Eisenhower
Dwight Eisenhower
Dwight Eisenhower
John Kennedy
John Kennedy/Lyndon Johnson
Lyndon Johnson
Lyndon Johnson
Richard Nixon
Richard Nixon
Richard Nixon/Gerald Ford
Gerald Ford

Jimmy Carter
Jimmy Carter
Ronald Reagan
Ronald Reagan
Ronald Reagan
Ronald Reagan
George HW Bush
George HW Bush
Bill Clinton

Bill Clinton

Bill Clinton

Bill Clinton

George W Bush
George W Bush

RETURN
53.99%
47.67 %
[35.03 %]
[0.41 %]
[11.59%]
25.90%
36.44%
571%
18.79%
24.02%
[0.99 %]
31.56%
[10.78 %]
11.96%
26.89%
22.80%
12.45%
23.98%
[8.50 %]
14.31%
[14.66 %]
37.20%
[7.18 %]
18.44%
[4.91 %]
22.56%
31.73%
5.25%
31.69%
30.47%
10.08 %
37.58%
33.36%
21.04%
[11.89%]
28.68 %
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RETURN
[1.44 %]
33.92%
31.12%
[9.78 %]
20.34%
19.75%
[8.07 %]
5.50%
31.71%
18.37%
52.62%
6.56%
43.36%
0.47 %
[8.73 %]
16.48 %
[10.06 %]
11.06%
4.01%
18.98%
[26.47 %]
23.84%
6.56 %
3242%
21.55%
6.27 %
18.67 %
16.61%
[3.10 %]
7.62%
1.32%
22.96 %
28.58%
[9.10 %]
[22.10 %]
10.88%



15" YEAR’S 2"° YEAR’S

YEARS House SENATE WHiTe House

RETURN RETURN
2005-06 Republican Republican  George W Bush 491% 15.79%
2007-08 Democrat Democrat George W Bush 5.49% [37.00 %]
2009-10 Democrat Democrat Barack Obama 26.46 % 15.06%
2011-12 Republican Democrat Barack Obama 211% 16.00 %
2013-14 Republican Democrat Barack Obama 32.39% 13.69%
2015-16 Republican Republican ~ Barack Obama 1.38% 11.96 %
2017-18 Republican Republican  Donald Trump 21.83% [4.38 %]
2019-20 Democrat Republican  Donald Trump 31.49% 18.40%
2021-22 Democrat Democrat Joseph Biden 28.71% [18.11%)]
2023-24 Republican Democrat Joseph Biden 26.29% 11.30%*

Source: Dimensional Funds Matrix Book, 1933-2018; SPADE Indexes 2019 -present
*Through 5/31/2024
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Section 2: The White House

Presidents don't deserve all the credit or blame in the market, yet they wield enormous power when it
comes to policymaking and working with Congress to pass legislation that can impact the economy.

In reviewing the historical data found in Tables 3, 4, and 5, the belief that the stock market will benefit
under Republican control of the White House is not a definitive. Dwight D. Eisenhower, Ronald Reagan, and
George HW Bush, and Donald Trump presided over some very good investment years while Richard Nixon
and George W Bush were president during some of the worst periods for investors. Likewise, several of the
best years for performance of the stock market were when Bill Clinton and Barack Obama were in office.

f———

((

Between a P

How Does Historical
Market Performance Compare

and Second Term?

\\
Stock

resident’s First

Since 1953, only the stock
market under Ronald Reagan
performed better during his
second term than his first.

E =/)

What Happens When There Is
a Flip in Political Party Control
of the White House ?

In all cases except one, the
market was higher during
the following presidential
administration.

- Eisenhower-Kennedy 44.3%

« Johnson-Nixon 16.8%
« Ford-Carter 27.9%
« Carter-Reagan 30.1%
+ Reagan-HW Bush 51.2%
« HW Bush-Clinton 79.2%
+ Clinton-W Bush [12.5%]
+ W Bush-Obama 84.5%
« Obama-Trump 69.6%
« Trump-Biden* 48.2%
*Through 5/31/2024

7
What Is the Market Impact Following a Single-Term
Presidency?

There have only been three instances of single-term pres-
idencies in 60+ years—Jimmy Carter, George HW Bush,
and Donald Trump! Each time the stock market saw high-
er-than-median gains during the following administration.

\ /)
7 =

In Any Given Year, Which Party Historically Had the Best
Equity Market Returns?

As seen in Table 3, when a Democrat occupies the White
House the market historically has tended to performing bet-
ter and tended to have a lesser chance of performing worse.

However, this is based upon the stated thresholds of 20%,
8%, and negative returns. The stock market, in any given
year, has ranged from a high of 53.99% to a low of [37.00%].

TasLe 3: Summary of Equity Market Returns by Party in the
White House (1933-2024)

Number of Years with:

20%-+
RETURNS

22 (42%) 35 (67%) 11 (21%)
13 (33%) 21 (53%) 11 (28%)

22 (42%) = 22 individual years of greater than 20% returns, representing
42% of the total years that party held the White House

8%+
RETURNS

NEGATIVE
RETURNS

PARTY IN THE
WHiTE HousE

Democrat

Republican

Source: Summarizes data from Table 2, through 5/31/2024
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TasLE 4: S&P 500 Price Change by Presidential Term (1953-Present)

Ordered by Date
PRESIDENTIAL TERM DATe RANGE ML

CHANGE
Dwight Eisenhower (1) 20Jan 53 -20Jan 57 70.7%
Dwight Eisenhower (2"9) 20 Jan 57 -20Jan 61 34.3%
John Kennedy/Lyndon Johnson (1%) 20 Jan 61 -20Jan 65 44.3%
Lyndon Johnson (2™) 20 Jan 65 - 20 Jan 69 17.4%
Richard Nixon (1) 20 Jan 69 - 20 Jan 73 16.8%
Richard Nixon (2"¥)/Gerald Ford 20Jan 73-20Jan 77 [13.3%]
Jimmy Carter 20Jan 77 - 20 Jan 81 27.9%
Ronald Reagan (1%) 20 Jan 81—20 Jan 85 30.1%
Ronald Reagan (2) 20 Jan 85 - 20 Jan 89 67.3%
George HW Bush 20 Jan 89 - 20 Jan 93 51.2%
Bill Clinton (1% 20 Jan 93 -20Jan 97 79.2%
Bill Clinton (2) 20 Jan 97 -20Jan 01 72.9%
George W Bush (1) 20 Jan 01 -20 Jan 05 [12.5%]
George W Bush (2™) 20 Jan 05 - 20 Jan 09 [31.5%]
Barack Obama (1) 20Jan 09-20Jan 13 84.5%
Barack Obama (2"9) 20Jan 13-20Jan 17 52.9%
Donald Trump 20Jan 17 -20 Jan 21 69.6%
Joseph Biden* 20Jan 21 -31 May 24 48.2%

Source: SPADE Indexes
* Four-year term incomplete, price change through 31 May 2024
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TaBLE 5: S&P 500 Price Change by Presidential Term (1953-Present)

Ordered by Price Change
PRESIDENTIAL TERM Date RANGE 4{:’:\2::;&
Barack Obama (1) 20Jan09-20Jan 13 84.5%
Bill Clinton (1) 20Jan 93 - 20 Jan 97 79.2%
Bill Clinton (29) 20Jan 97 - 20Jan 01 72.9%
Dwight Eisenhower (1) 20 Jan 53 - 20 Jan 57 70.7%
Donald Trump 20 Jan 17 - 20 Jan 21 69.6%
Ronald Reagan (2") 20 Jan 85 -20Jan 89 67.3%
Barack Obama (2) 20Jan 13-20Jan 17 52.9%
George HW Bush 20 Jan 89 -20Jan 93 51.2%
Joseph Biden* 20 Jan 21 - 31 May 24 48.2%
John Kennedy/Lyndon Johnson (1)~ 20 Jan 61 - 20 Jan 65 44.3%
Dwight Eisenhower (2") 20 Jan 57 - 20 Jan 61 34.3%
Ronald Reagan (1) 20 Jan 81 -20Jan 85 30.1%
Jimmy Carter 20 Jan 77 - 20 Jan 81 27.9%
Lyndon Johnson (2) 20 Jan 65 - 20 Jan 69 17.4%
Richard Nixon (1) 20Jan 69 -20Jan 73 16.8%
George W Bush (1%) 20Jan 01 -20Jan 05 [12.5%)]
Richard Nixon (2"%)/Gerald Ford 20Jan 73 -20Jan 77 [13.3%]
George W Bush (2™) 20 Jan 05 -20Jan 09 [31.5%]

Source: SPADE Indexes
* Four-year term incomplete, price change through 31 May 2024
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Section 3: Congress

According to the US Constitution, Congress controls the power to allocate the federal budget and pass
laws. The question becomes...what impact does political party and the makeup of Congress have on stock
market performance? Does a unified Congress and White House lead to outsized gains or does a political
party split between the House and the Senate lead to more moderate policy decisions that benefits stock

market performance?

Who Controls Congress TasLE 6: Party Control of Congress and White House (1933-2024)

Over the past 46 election cycles
. House
(two-year periods):

Democrats controlled both Lierme s

chambers of Congress 29 times. Republican

Republicans controlled both
chambers of Congress 9 times.

Control was split between a
Democratic House and Republican
Senate 4 times.

Control was split between a
Republican House and Democratic
Senate 4 times. All since 2000.

TasLe 7-A: Summary of Stock Market Return Matrix by Political
Party (1933-Present)*

Number of Years with:

CONGRESSIONAL 20%+ 8%+ NEGATIVE

CHAMBER BY PARTY RETURNS RETURNS RETURNS
Democrat House/ 21 of 58 34 of 58 16 of 58
Democrat Senate
Republican House/ 80of18 110f18 30f18
Republican Senate
Democrat House/ 40f8 60f 8 10f8
Republican Senate
Republican House/ 20f 7 5 of 8* 20f7

Democrat Senate
Source: Summarizes data from Table 7-B
*Through 5/31/2024

SENATE WHiTE HousE

Since the early part of the 1900s, the Republican Party has more
often captured the White House than controlled the House of
Representatives or the Senate. (See Table 6).

Stock Market Performance
Since the Great Depression

Between the Great Depression
and 1980, a single party held
control of both the House and
the Senate every year. Similarly,
there have been only 16 in-
stances of a split House/Senate
leadership vs. 76 instances of a
unified Congress. This imbalance
in the availability of data makes
it difficult to draw conclusions.
(See Table 7-B).
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TasLe 7-B: Stock Market Return Matrix by Political Party (1933-2024%)

CONGRESS DemocRrAT IN WHITE House ~ RepuBLIcAN IN WHITE HousE
36 instances 22 instances
53.99% 23.98% 6.56% 43.36% 14.31% 0.47%
47.67% 22.80% 1.32% 37.20% 11.96%  [3.10%]
36.44% 20.34%  [0.41%] 31.69%  7.62%  [8.50%]
33.92% 19.75%  [1.44%] 31.56%  6.56% [10.78%]
3242% 1879%  [7.18%] 3047%  5.49% [14.66%)]
Democrat House/ 31.71% 18.44%  [8.07%] 23.84%  5.25% [26.47%]
Democrat Senate 31.12% 1837%  [8.73%] 18.98%  4.01% [37.00%]
28.71% 16.48%  [9.78%] 16.61%
26.89% 15.06% [10.06%]
26.46% 12.45% [11.59%)]
25.90% 11.06% [19.44%)]
24.02% 10.08% [35.03%]
10 instances 8 instances

33.36% 11.96% 1.38% 28.68% 10.88% [4.38%]

Republican Senate
28.58% 571%  [9.10%)] 21.83% 4.91%

22.96%
[Zero] instances 8 instances
Democrat House/ 31.73% 21.55%  6.27%
Republican Senate 3149% 18.67%  [4.91%]
22.56% 16.26%

. 6 instances 2 instances
Republican House/ . , . ) .
Democrat Senate 32.39% 16.00% 11.30% [11.89%] [22.10%]

26.29%  13.69% 2.11%
Source: Summarizes data from Table 2
*Through 5/31/2024
What Is the Impact of a

TasLE 8: Summary of Stock Market Return Matrix by Political
Party (1933-Present)

Divided Congress?
The answer is difficult to

ascertain. While there is limited S MARKET WAs PosiTive/ p
data on the impact of a divided TATUS ToTAL INSTANCES ERCENT
Congress, in terms of how often When Democrats controlled the ‘ 0
the market is positive, it appears White House and Congress 260f 36 72%
to have had little impact his- When Republicans controlled 6of8 259
torically. Market positivity has the White House and Congress °
ranged from 729 to 80%. When there was a split inside
P 120f 15 80%
Congress
When the opposition party 25 of 32 78%

controlled Congress
Source: Summarizes data from Table 7-B
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Section 4: Unfavorable Markets

The following tables (9 through 13) provide details on unfavorable market conditions including recessions,
bear markets, stock market crashes, and 30%+ declines. Recessions and bear markets can occur for any
number of reasons including internal economic and trade policies or external factors such as war, pandem-
ic, or global economic circumstances. Of note, recessions and bear markets have historically occurred more
frequently during Republican presidential administrations. Thirty percent drops, like that which occurred
in early 2020, are infrequent, with roughly half occurring during the Great Depression.

RECESSIONS

TasLE 9: Presidential Administrations during Recessions from the Free Banking Era
through the Great Depression

RecessioN PerioD

1836 - 1838

1839 -1843

1845 - 1846
1847 - 1848
1853 -12/1854
6/1857 - 12/1858

10/1860 - 6/1861

4/1865 -12/1867
6/1869 - 12/1870
10/1873 -3/1879

3/1882 -5/1885
3/1887 - 4/1888

* Harrison and Tyler were members of the Whig Party; Johnson, the National Union Party.

PRESIDENTIAL
ADMINISTRATION(S)

Andrew Jackson/
Martin Van Buren

Martin Van Buren/
William Harrison/
John Tyler

JohnTyler/
James Polk

James Polk

Franklin Pierce/
James Buchanan

James Buchanan
James Buchanan/
Abraham Lincoln

Andrew Johnson

Ulysses S. Grant

Ulysses S. Grant/
Rutherford B. Hayes

Chester Arthur

Grover Cleveland

Source: National Bureau of Economic Research / Wikipedia

REecessioN PerioD

7/1890 - 5/1891

1/1893 - 6/1894

12/1895 - 6/1897

6/1899 - 12/1900

9/1902 - 8/1904

5/1907 - 6/1908

1/1910-1/1912

1/1913 -12/1914

8/1918 -3/1919

1/1920 -7/1921

5/1923 -6/1924
10/1926 - 11/1927

PRESIDENTIAL
ADMINISTRATION(S)

Benjamin Harrison

Benjamin Harrison /
Grover Cleveland

Grover Cleveland
William McKinley
Theodore Roosevelt
Theodore Roosevelt
William Taft

William Taft /
Woodrow Wilson
Woodrow Wilson

Woodrow Wilson/
Warren Harding

Calvin Coolidge
Calvin Coolidge
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TasLE 10: Presidential Administrations during Recessions from the

Post-Great Depression Era to the Present Day

RecessioN PErIOD

8/1929 -3/1933
5/1937 - 6/1938
2/1945 - 10/1945
11/1948 — 10/1949
7/1953 - 5/1954
8/1957 —4/1958
4/1960 - 2/1961
12/1969 - 11/1970

PRESIDENTIAL

ADMINISTRATION(S)

Herbert Hoover
Franklin Roosevelt
Harry Truman
Harry Truman
Dwight Eisenhower
Dwight Eisenhower
Dwight Eisenhower
Richard Nixon

RecessioN PerioD

11/1973 - 3/1975

1/1980 - 7/1980
7/1981 -11/1982
7/1990 - 3/1991
3/2001 - 11/2001

12/2007 - 6/2009

2/2020 - 4/2020

PRESIDENTIAL
ADMINISTRATION(S)

Richard Nixon/
Gerald Ford

Jimmy Carter
Ronald Reagan
George HW Bush
George W Bush

George W Bush /
Barack Obama

Donald Trump

Source: National Bureau of Economic Research / Wikipedia

US Stock MARKET CRASHES

TasLe 11: US Stock Market Crashes since the Great Depression

16-Day
CHANGE

PRESIDENT

EVENnT DAaTE

Wall Street Crash of 1929 29 Oct 1929 -33.6% Herbert Hoover
Black Monday 19 Oct 1987 -31.3% Ronald Reagan
End of Gold Standard 50Oct 1931 -26.7% Herbert Hoover
Lehman Crisis 20 Nov 2008 -25.2% George W Bush
World War Il 21 May 1940 -24.6% Franklin Roosevelt
COVID-19 12 Mar 2020 -20.7% Donald Trump
Dotcom Bubble 23 Jul 2002 -19.3% George W Bush
Post WWII Demand Shock 10 Sep 1946 -16.9% Harry Truman
US Debt Downgrade 8 Aug 2011 -16.7% Barack Obama
Great Financial Crisis 4 Mar 2009 -13.8% Barack Obama
Long-Term Capital Management 5 Aug 1998 -8.7% Bill Clinton
2022 Stock Market Decline 3 Jan 2022 -9.3% Joseph Biden

Source: CNBC, Bank of America Global Investment Strategy, Bloomberg
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TasLe 12: Fastest 30% Pullbacks

STARTING DATE P?:IZ:CFK PRESIDENT
19 February 2020 22 Donald Trump
6 February 1934 23 Franklin Roosevelt*
9 November 1931 24 Herbert Hoover*
16 September 1929 31 Herbert Hoover*
25 August 1987 38 Ronald Reagan
26 June 1931 63 Herbert Hoover*
24 February 1931 68 Herbert Hoover*
10 April 1930 126 Herbert Hoover*
4 January 2002 136 George W Bush
25 October 1939 142 Franklin Roosevelt*
9 November 1938 145 Franklin Roosevelt*
9 October 2007 250 George W Bush
10 March 1937 271 Franklin Roosevelt*
7 November 1940 354 Franklin Roosevelt*
29 November 1968 361 Lyndon Johnson
24 March 2000 369 Bill Clinton
11 January 1973 373 Richard Nixon

* Great Depression; Outside the Great Depression, the market has pulled
back by 30%-+ only 7 times.

Note: In 2022, the NASDAQ 100 declined by 36.8%, the max decline of
the S&P 500 was 27.55%.

Source: Bank of America Global Research
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US Bear MARKETS

TasLe 13: US Bear Markets since the Great Depression

1 YEAR
BeArR MARKET PerioD* LENGTH Maximum AFTER PRESIDENT
(MonTHs)* DEecLINE* TrouGH*

3Sep1929 - 8 Jul 1932 34 [86.00%] 124% Herbert Hoover
6 Mar 1937 - 28 Apr 1937 61.8 [60.00%] 59% Franklin Roosevelt
29 May 1946 - 13 Jun 1949 36.5 [29.60%)] 42% Harry Truman
2 Aug 1956 - 22 Oct 1957 14.7 [21.50%)] 31% Dwight Eisenhower
12 Dec 1961 - 26 Jun 1962 6.5 [28.00%)] 33% John Kennedy
9 Feb 1966 — 7 Oct 1966 7.9 [22.20%)] 33% Lyndon Johnson
29 Nov 1968 - 26 May 1970 17.8 [36.10%] 44% Richard Nixon*
11 Jan 1973 - 3 Oct 1974 20.7 [48.20%)] 38% Richard Nixon
28 Nov 1980 — 12 Aug 1982 204 [27.10%)] 58% Ronald Reagan*
25 Aug 1987 - 4 Dec 1987 33 [33.50%)] 23% Ronald Reagan
16 Jul 1990 - 11 Oct 1990 29 [19.90%)] 29% George HW Bush
24 Mar 2000 - 9 Oct 2002 30.5 [49.10%)] 34% Bill Clinton
9 Oct 2007 - 9 Mar 2009 17 [56.80%] 68% George W Bush
20 Sep 2018 - 24 Dec 2018 3.1 [20.00%)] 37% Donald Trump
19 Feb 2020 -23 Mar 2020 33 days [33.92%] 75% Donald Trump
3 Jan 2022 - 22 Oct 2022 10.0 [25.00%)] 16% Joseph Biden

Note: President at beginning or a dominant portion of the bear market (those starting in the post-
election period were assigned to next administration)

* LPL Research, CFRA, Forbes
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Section 5: Defense Sector

It is widely believed that de-
fense spending benefits under
a Republican administration
and that it declines under a
Democratic one. Yet these gener-
alizations have typically failed to
specify which party controls the
two houses of Congress nor con-
sider other factors, which better
correlate to sector performance.

Prior research by SPADE Indexes
has indicated that the level of
defense spending and how com-
panies that operate in the sector
perform in the stock market
depends on how safe and secure
people feel—not which party
controls the White House.

Although the world currently
has its attention focused on the
Russian invasion of Ukraine and
the conflict between Hamas
and Israel, Uppsala University
in Sweden was monitoring 176
conflicts in 2023 that accounted
for more than 150,000 deaths.

Overall, heightened tensions—
between Russia and Europe, var-
ious factions in the Middle East,
the US and China, and Turkiye
with the Kurdish population in
Syria, as well as various actions
by extremists and home-grown
terrorists—continue to impact
our perception of safety.

In this environment, a failure by
government to maintain a state
of readiness could lead to a loss
of power for the party in charge.
Challenging nations pursuing
aggressive actions, preventing
less-than-friendly nations from
obtaining a nuclear capability,
and funding the development
of new technologies to defend
against hypersonic weapons,
are critical. When it comes to
defense spending, fear—real or
perceived—is the primary driver,
not political party.

TasLe 14: Defense Budget Growth by Administration (FY1962 - FY2025)

PRESIDENTIAL BupGeT
ADMINISTRATION YEARS
John Kennedy/

Lyndon Johnson FY62-FY65
Lyndon Johnson FY66 - FY69
Richard Nixon FY70 - FY73
Gerald Ford FY74 - FY77
Jimmy Carter FY78 - FY81
Ronald Reagan FY82 - FY89
George HW Bush  FY90 - FY93
Bill Clinton FY94 - FYO1
George W Bush FY02 - FY09
Barack Obama FY10-FY17
Donald Trump FY18 - FY21
Joseph Biden FY22 - FY25

BuDGET, BuDGET, PERCENT NoTes
FirsT YEAR  FINAL YEAR CHANGE
$52B $51B 2.1% FY61: $49.6B
$58B $82B 63.0% War in Vietnam
$82B $77B [7.0%)]
$798B $97B 26.8%
$104B $158B 62.0% Iran hostage crisis
$1858 $3048 92.7% BUI|.dup tq bring down the
Soviet Union
Beginning of the “peace
$299B $291B [4.1%)] o b
dividend
$282B $305B 4.7%
$348B $661B 116.9% Post 9-11 spending surge
Declined, but nearly 2x the
[0)
36938 25998 [9:4%] budget under Clinton
$631B $754B 25.9%
$766B $927.B 22.5% *FY2025 is proposed

Source: US Department of Defense, Table 7-1, Total National Defense Outlays, FY2025 Green Book
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Defense Sector Performance
Mirrors World Events

The  conventional  wisdom
has been that the Democratic
Party is weak on defense and
Republican Party control bene-
fits the defense sector.

To disprove that thesis one only
needs to review recent history
since the mid-20th century.
Twentieth-century wars—WWI|,
Korea, Vietnam—all took place
while a Democrat controlled
the White House. Looking at
the defense sector through the
lens of world events—spending
increased by almost $100 bil-
lion under Ronald Reagan as he
sought to bring down the Soviet
Union. With the fall of the Berlin
Wall, the defense budget began
to decline during Republican
George HW Bush’s administra-
tion. It continued through the
early years of Democrat Bill
Clinton’s White House as a re-
allocation of funds was seen by
many to be a “peace dividend”
By the final years of the Clinton
administration, defense spend-
ing began to rise and greatly
accelerated, nearly doubling,
following the terrorist attacks
of 9-11-2001 when Republican
George W Bush was in office.
(See Table 14).

1998-1999: The defense
sector was positive but under-
performed the market as tech-
nology IPOs and stocks soared
in advance of the market bubble
bursting. In 2000, the sector
rebounded as investors sought
more stable firms and sectors.

2001-2007: Defense and
security stocks soared in the af-
termath of the 9/11 attacks and
the subsequent conflicts in Iraq
and Afghanistan.

2008-2015: During Obama'’s
first term, defense stocks gained
but underperformed the market
as the defense budget declined
and some investors cashed out
their gains. Despite this, during
his second term, defense stocks
continued their run higher from
earlier in the decade.

2016-2020: During the
Trump Administration, defense
stocks  performed  strongly
before giving back gains in
2020 due to a combination of
COVID-19 (effectively shutting
down the commercial airline
business), profit taking during
the market decline, and Boeing'’s
design issues in the aftermath

of two crashes of its 737 MAX
aircraft.

2021-Present:  Aerospace
and defense stocks have
surged—fueled by increased

global spending on security by
the US and NATO nations in re-
sponse to the Russian invasion
of Ukraine, support to Israel
after the 2023 Hamas attack,
and a post-pandemic rebound
in air trafiic. Under the Biden
Administration US  defense
spending has reached record
highs and the sector continues
to be seen by many investors as
a safe haven in a period of global
turmoil and higher-than-recent
interest rates and inflation.

Outperformance over Time
Defense stocks have gained
during each presidential
administration since 1960. (See
Table 15-A).

In each of the prior two decades
[2000-2009] and [2010-2019],
the SPADE Defense Index
outperformed the S&P500 by
12,053 bps and 12,118 bps. (See
Table 15-B).

(bps = basis points = 0.01%)
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TasLE 15-A: Price Performance: SPADE Defense Index (1993-2024)

PRESIDENT YEAR 1 YEAR 2 YEAR 3 YEAR 4
Bill Clinton (1%t Term) 42.33% (1993) 6.09% (1994)  63.13% (1995)  23.36% (1996)
Bill Clinton (2" Term) 12.86% (1997) 6.63% (1998)  15.31% (1999) 4.98% (2000)
George W Bush (15t Term) 0.94% (2001)  [2.87%] (2002)  37.27% (2003)  20.47% (2004)
George W Bush (2" Term) 5.30% (2005)  19.33% (2006)  22.17% (2007) [38.03%] (2008)
Barack Obama (1%t Term) 21.71% (2009) 9.62% (2010)  [2.75%] (2011)  16.30% (2012)
Barack Obama (2" Term) 48.27% (2013)  11.77% (2014) 3.23% (2015)  17.95% (2016)
Donald Trump 28.92% (2017)  [8.15%] (2018)  38.49% (2019)  [0.73%] (2020)
Joseph Biden 6.61% (2021) 9.51% (2022)  17.70% (2023) 13.74% (YTD)

Source: SPADE Indexes. 1993-1997 backtest estimated. Through 5/31/2024

TasLe 15-B: Performance: SPADE Defense Index vs. S&P 500 (bps) (1993-Present)

PRESIDENT YEAR 1 YEAR 2 YEAR 3 YEAR 4
Bill Clinton (1%t Term) 3225(1993) 477 (1994) 2555 (1995) 40 (1996)
Bill Clinton (2" Term) [2050] (1997) [2004] (1998) [422] (1999) 1512 (2000)
George W Bush (15t Term) 1488 (2001) 2050 (2002) 1089 (2003) 1148 (2004)
George W Bush (2" Term) 230 (2005) 571 (2006) 1864 (2007) 46 (2008)
Barack Obama (1%t Term) [174] (2009) [316] (2010) [275](2011) 289 (2012)
Barack Obama (2" Term) 1867 (2013) 38(2014) 396 (2015) 842 (2016)
Donald Trump 949 (2017) 191 (2018) 961 (2019) [1699] (2020)
Joseph Biden [2028] (2021) 2895 (2022) [653](2023) 309 (YTD)

Source: SPADE Indexes. 1993-1997 backtest estimated. Through 5/31/2024
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Comparative Performance over Time
As mentioned earlier, regardless of which party controlled the White House and Congress, the defense
sector has outperformed the broader US equity market in each of the prior two decades, [2000-2009] and
[2010-2019], by more than 120%.

Displayed here is the Invesco Aerospace & Defense ETF (NYSE: PPA) [black line] versus the S&P 500
[lower, dark gold line] from October 2005 to May 2024.
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DiscLOSURE

SPADE®, SPADE® Indexes, and “The SPADE® Investor” newsletter are registered trademarks of SPADE
Indexes LLC.

This document does not constitute an offer of an investment product. SPADE Indexes makes no rep-
resentation regarding the advisability of investing in vehicles based on any of its indexes including
the SPADE Defense Index. All information is provided “as is"—for information purposes only—and is not
intended for trading purposes or advice. Neither SPADE Indexes nor any related party is liable for any
informational errors, incompleteness, or for any actions taken based on the information contained
herein.

SPADE INDEXES DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING BUT NOT
LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR
USE. In no event shall SPADE Indexes be liable to any party for any direct, indirect, incidental, exem-
plary, compensatory, punitive, special, or consequential damages, costs, expenses, legal fees, or losses
(including, without limitation, lost income or lost profits and opportunity costs) in connection with

\any use of the content even if advised of the possibility of such damages.

\
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* N

While the past does not guar-
antee future returns with ac-
curacy, investors should pay
attention to the trends and
lessons of the past. Each admin-
istration is unique with regard
to the circumstances in which
it operates. Our perceptions of
what influences the market and
its returns is guided by the infor-
mation presented to us by me-
dia outlets and other investors.
The reality is that data doesn'’t
lie, only our interpretation of
it may be faulty. Even when we
don’t understand why, trends
and correlations might exist that
can aid us in how we invest for
the future.

Section 6: Conclusions

A case in point is the perfor-
mance of companies operating
in the defense sector. The SPADE
Defense Index—the benchmark
for companies involved with
defense and homeland security
sectors—gained under every
presidential administration over
the past 30 years. Although
its performance in individual
years varied, it outperformed
the broader market by 120% in
each of the past two decades.
This was a period of time that
featured both Democratic and
Republican presidents as well as
single party and split party con-
trol of Congress.

*

Likewise, when you look back at
the stock market since the Great
Depression, it reveals that cir-
cumstance—periods of inflation,
conflicts and security, the timing
of technological innovations,
etc.—and how we address it,
have more to do with the perfor-
mance than which political party
controls the White House and
Congress. As the historical data
reveals, one cannot draw conclu-
sions about future stock market
performance based solely and
simply on political party.
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About SPADE Indexes LLC

SPADE® Indexes is an independent index provider that specializes in designing and managing
sector and thematic equity benchmarks for use in financial products such as exchange traded
funds.

Launched in 2004, more than $3 billion tracks our indexes, which include the SPADE Defense
Index, licensed by Invesco to serve as the underlying benchmark for the Invesco Aerospace &
Defense ETF (NYSE: PPA). The Index employs a True Cap™ modified market capitalization meth-
odology, which enables the index to include companies that are systematically important to
the US Department of Defense without including their non-sector business activities.

For additional information regarding the SPADE Defense Index, please visit our website or con-
tact Scott Sacknoff at info@spadeindex.com

SPADE Indexes LLC
PO Box 5752
Bethesda, MD 20824-5752
United States

info@spadeindex.com

www.spadeindex.com




