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October 16, 2020 

 

18 More Days 

 

In 18 more days, the presidential election will take place.  We have had one raucous 

debate.  Trump has questioned the validity of an election dominated by mail-in ballots 

and has suggested he may not accept the election result if it is not favorable to him.  

The drama so far has caused the upcoming election to be one of the leading sources of 

anxiety for investors. 

 

In 2016, the pre-election drama seemed equally high.  On the day after the election pre-

market, the stock market sold off sharply.  During market hours, the S&P 500 gained 

1.5%.  From election day 2016 to now, the S&P 500 has advanced by about 65%. 

 

Over multi-year market periods, the stock market normally appreciates.  This is true 

whether the federal government is controlled by the Republicans, Democrats or divided 

between Democrats and Republicans.  In the chart below, red signifies periods of 

Republican controlled government, blue shows times of Democrat control and grey is 

divided government. 

 

 



 

History suggests we should not be too worried with the upcoming election and how it 

might impact potential stock market appreciation in the coming years.  In addition to 

history, bond investors are showing less anxiety this week than they have since the first 

week of March. 

 

The high-yield spread measures the difference in yield between non-investment grade 

corporate bonds and U.S. treasuries.  When bond investors are worried, the spread 

widens.  When the spread widens beyond 5% and is rising, the stock market usually 

struggles.  The high yield spread crossed the 5% threshold to the upside in the first 

week of March.  This week, it crossed the 5% threshold to the downside and is now 

4.89%.  This is the first time this has happened since the initial Covid-19 market driven 

sell-off in March.  If the high yield spread continues to shrink, stocks are likely to 

perform well. 

 

 
 

We will continue to monitor the high-yield spread for confirmation of the bullish signal.  

The Delta Market Sentiment Indicator (MSI) ends this week with a bullish indication as 

well. 

 

Give Us a Call Today    

 

We have unique and sophisticated investment methods that seek to capture the stock 

market’s gains while minimizing drawdowns in bear markets. If you would like to learn 

more about how we manage money, we invite you to give us a call at (415) 249-6337, 

visit www.deltaim.com or email us at info@deltaim.com.  
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Delta Stock Market Dashboard 
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