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White House Party Changes: Looking Deeper
With the post-election stock rally, hopes are running high for
the Trump administration. Investors anticipate reduced
taxes and regulatory burdens along with increased
spending in the form of an infrastructure bill—one that
ironically would have been more modest if the government
remained divided. Indeed, it is unusual that investors expect
Republicans to spend more once completely in charge and
no longer beholden to a considerable Democratic influence.
After all, measured from inauguration to inauguration, the
stock market historically fares better under Democratic
administrations than their Republican counterparts. The
cause often cited for this anomaly is Democrats’ more
liberal and stimulating fiscal policies. Is there more to this
story?
Since 1900, six Republican presidents have succeeded
Democrats and six Democrats have succeeded
Republicans. When switching from Democrats to
Republicans, the stock market gained an average of 13.1%
during the election year and then essentially remained flat Source: Bespoke
(underperforming the normal rise) over the inauguration
year. Conversely, when transitioning from Republicans to Democrats, the stock market was flat during the
election year and rallied approximately 22.1% during the inauguration year. Republicans have historically been
considered more prudent and business-oriented than Democrats. It follows that these rallies in anticipation of a
new Republican president appeared to
help returns credited to outgoing
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Democratic presidents; meanwhile,
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Going forward, history suggests that the
anticipatory rally will now give way to
the stable-but-underperforming returns
typically associated with a Republican
presidency.

But Is This Time Different?
This year’s transition will undoubtedly be unique. After decades of dominant political influence and strong
economic growth rates, America has seen relative decline as the last several presidents pursued globaloriented policies. This will certainly change under Trump, but to an unknown degree. Indeed, the degree to
which growth has been or will be influenced by those policies is also uncertain.
After the attack on Pearl Harbor, Japanese Naval Marshal General Isoroku Yamamoto said, “I fear that all we
have done is to awaken a sleeping giant and fill him with a terrible resolve.” Since then, America the giant has
grown more global cosmopolitan, and gray-haired. This aging giant, having rested through several
administrations of monetary melatonin and other regulatory schemes, is finally waking. Whether it will be angry
or happy, groggy or energetic is uncertain. Whatever burst of energy the economy might exhibit must be
understood in light of our aging population and infrastructure. The slower growth economy is naturally more
stable, which makes the Feds who administer the monetary melatonin appear to have greater expertise than
they really do. This should become evident after the giant fully rouses from its slumber. Whatever speculation
exists, one thing seems certain: the predictability of the giant’s behavior is likely ending. Uncertainty should
reign.
On the other hand, there have been numerous politicians with “popular mandates” who go to Washington only
to find the town is not so easily impressed or moved. Existing rules and regulations are hard to dismantle.
Consensus is elusive and fleeting. The aging demographics of our country are certainly not going to change in
the next four years to give us a faster-growing economy. Since we are late in this economic cycle, there is
wisdom in the view that added economic growth from this point forward will impact inflation more than it adds
to real wealth creation. If inflation does make an appearance, it should be a mere cameo as many macrodeflationary forces stay in place. The risk remains that the Fed might over-tighten when required to address
rising inflation pressures.
“We the people” of the United States grow a bit numb to the existing political environment when a president
holds office for two terms. Consensus then finds itself shocked by the changes brought forth in a new
administration. Going from Barack Obama’s last eight years, as well as 28 years of increasingly global-oriented
presidents, to Donald Trump and “Make America Great Again” should be a dramatic change and likely many
times more unpredictable. Until the dust settles, how can one protect wealth? When levels of policy uncertainty
begin to rise, volatility will come and with it, opportunities to win or lose. As policy decisions firm, some
certainties will emerge and new trends will form. A different set of winners and losers will be chosen in
Washington. We will be attuned to both the uncertainty cycle and new directions as they take shape. Our
careful research and defensive approach to the selection of individual investments should continue to provide
investors with good, solid risk-adjusted returns.
Thank you for the opportunity to serve your family and your portfolios.
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1This newsletter is furnished only for informational purposes and does not constitute an offer or solicitation to sell or buy securities mentioned herein.
Although the information contained herein has been obtained from sources believed to be reliable, its accuracy and completeness cannot be
guaranteed. Opinions expressed herein are subject to change without notice. Past performance cannot guarantee comparable future results.
Robinson Value Management, Ltd. (RVM) is an independent investment management firm, not affiliated with any parent organization. Founded in 1997,
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