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Fade the election

\

Citizens freely expressing political opinions is the most prized aspect of a
functioning democracy. That freedom will certainly be on full display as we
head toward the hotly contested Presidential election.

RBA has always been highly dispassionate regarding politics when building
portfolios, and that unemotional approach might be even more important in
the current stormy political environment.

History suggests Presidential elections are not nearly as important to

the financial markets as the media plays them up to be, and a focus on
fundamentals rather than political slogans has generally been beneficial.
Historical asset class and sector performance shows virtually no consistent
performance pattern under Democratic or Republican Presidents. In fact,
performance is sometimes totally counter to what was expected.
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Insights | september 2024 The market doesn’t crash when the other side wins

The losing side in every Presidential election seems to predict the financial
markets will be doomed. Yet, history shows that investors reaped double-digit
annualized returns under every President except one in the last 45 years.

Table 1 shows S&P 500° annualized returns by Presidential time in office for
each of the last eight Presidents. The S&P 500° had a negative compounded
return only during Bush 43's time in office, which was called the “Lost Decade
in Equities”.

The S&P 500° tended to have meaningful positive returns regardless of a
President’s political party.

TABLE 1:
S&P 500° Annualized Total Return by Presidential Term*

President Return

Carter 12.0%
Reagan 15.1%
Bush 1 14.6%
Clinton 17.5%
Bush 2 -4.5%
Obama 16.3%
Trump 16.3%
Biden** 12.9%

Source: Richard Bernstein Advisors LLC, Bloomberg Finance L.P.
*Presidential Term measured by Inauguration dates.
**Biden returns are calculated through 8/31/2024.

Asset returns aren’t related to the President

Asset class returns similarly don’t appear to be related to a President’s party
affiliation. Gold was the best performing asset class under Carter (Democrat)
and Bush 43 (Republican). Commodities were the best performer under Biden
(Democrat), but the worst under Obama (Democrat) and Trump (Republican) and
stocks were the best performer under Reagan (Republican), Clinton (Democrat),
Obama (Democrat), and Trump (Republican). Stocks were either the best or
second-best performing asset class during 6 of the past 8 Presidents’ time in
office.

Two recent and rather ironic examples help explain why investors might want to
ignore Presidential politics when setting asset allocation. President Obama was
considered by some to be bad for business, but Small Cap stocks performed well
during his 8 years. Similarly, EM Equities outperformed domestically-focused US
Small Caps despite President Trump’s MAGA theme.
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Asset Returns aren't related to the President

Presidential Cycles & Annualized Total Return by Asset Class'"

Carter? Reagan'? Bush 41? Clinton Bush 43 Obama Trump Biden®
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Source: Richard Bernstein Advisors LLC, Bloomberg Finance L.P., Morningstar (Ibbotson SBBI), ICE ®BofA,
S&P Global, MSCI

(1) Presidental Term measured from Inauguration dates described as follows

(2) Monthly Performance for month-end following inauguration date to month end following next inauguration until
3/31/1992 when daily becomes available for all asset classes at which point actual inauguration dates used.

(3) Biden returns are calculated through 8/31/2024.

HY Bonds and EM not included until Bush 41 as their index inceptions are during the Reagan Term.
EM Equities in USD.

US Small Caps defined as Ibbotson Small Cap Index for Carter term as Russell 2000 inception was during Carter term.
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Prior to every election, Wall Street produces lists of winning and losing sectors
based on proposed policies. However, it appears as though sector performance is
also unrelated to party affiliation.

For example, most will agree that President Obama and President Trump had

polar opposite priorities. Yet, the best and worst performing sectors were virtually
identical during each of their times spent in office. Consumer Discretionary and
Technology were the best and second-best performing sectors during the Obama
administration, and they were the second-best and best performing sectors during
the Trump years. Despite widely disparate views regarding the sector, Energy

was nonetheless the worst performing sector under both Presidents. The Biden
administration’s focus on ESG and the political fallout that accompanied those views
didn’t prevent Energy from being the best performing sector so far during the Biden
years.

Overall, attempting to predict sector performance based on a President’s party
affiliation or stated policy goals seems a poor investment strategy.

TABLE 3:
Sector returns aren't related to the President

Presidential Cycles & Annualized Total Return by S&P 500° Sector'!

Bush 5r."" Clinton Bush Jr. Obama Trump Biden(*™*)

Cons Sepl 1922 Info Tech 293 Energy 83 Cons. Disc 223 Info Tech 313 Energy 283

HithCare 143 HithCare 223 Marerials 33 Info Tech 20 Cons. Disc 213 Info Tech 203

Lhilities 1152 Financials 2132 Cons Stpl 332 Financials 133 HithCare 163 Financials 143

Financials 11« S&PS00e 15 Utilities 13 Industrials 173 S&P S00e 16 Industrials 133

Cons. Dise 103 Industrials 173 HithCare -23 S&P 5009 163 Materials 133 SaP500e 13

SEPS00e 102 Industrials -3 HithCare 167 Industrials 1124 Cons Stpl 1132

LT =TT P Cons. Disc 1434 SEPS00® -424 Materials 193 Utilities 1022 HithCare 1022
Industrials 83 Comm. Svcs 1432 Cons Stpl 143 Financials 103 Comm. Svcs 934

Energy B3 Cons Stpl 1322  Comm. Svcs -¥% Comm. Svcs 13% Comm. Svcs 103£ Liiilities 9%

Materials 53 Lhilities 123 Info Tech 113 Ukilities 1152 Cons Stpl 93 Materials 83
Info Tech 3% Financials -12 Real Estare 83 Real Estate 8%

Energy -8 Cons. Disc 432

Source: Richard Bernstein Advisors LLC, Bloomberg Finance L.P.
(*) Presidental Term measured from Inauguration dates.
(**) Bush Sr. performance begins 9/11/89 as that is when GICS sector performance availability begins.
RiChard Real Estate was part of the Financial Services GICS Sector prior to 2017.
(***) Biden returns are calculated through 8/31/2024.
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The news flow over the next six to eight weeks will be saturated with politics.
Everyone has a political view, but investors will likely have to remain extraordinarily
dispassionate while managing portfolios during, what could be, a highly emotional
period.

Following election gossip can be fun and entertaining, but at RBA we will be paying
considerably more attention to time-tested fundamental drivers of Equity, Region,
Sector, Size, and Style returns such as profits, liquidity, sentiment, and valuation.

APPENDIX
Unique Analysis - “Are you better off than you were four years ago?”

As we've highlighted, we generally believe following politics is a rather imprudent
investment strategy. Nonetheless, we couldn't resist the following analysis. This
has nothing to do with the financial markets, but it is a unique analysis.

Presidential candidates have for decades asked the question whether voters are
better off than they were four years ago? We think this highly unique analysis
answers that question and lends insight to historical elections.

To answer the question about being better off than four years ago, we looked at
48-month changes (i.e., "4 years ago”) in both the Conference Board's Consumer
Confidence Index and the University of Michigan Consumer Sentiment Index.
Readings greater than zero would indicate people felt better about their current
condition than they did four years ago, whereas readings less than zero would
indicate they felt they were worse off.

In the following charts, vertical lines indicate the particular survey on October 31st
(i.e., immediately before the election). Green lines indicate the incumbent President
or the incumbent President’s party was re-elected. Red lines indicate a change of
party in the White House.

The two surveys differ in length of history (the Conference Board survey has a
longer history), sample size (the Conference Board survey is larger), and subject
matter. The Conference Board survey largely focuses more on employment issues,
whereas the Michigan survey focuses more on financial issues.

Using the Conference Board's version (the first chart), there was only one time the
incumbent party was re-elected despite Consumer Confidence being worse than 4
years ago (Bush 2 in 2004), but Consumer Confidence was improving.

In 2000, Consumer Confidence was healthy but quickly weakening and the
incumbent party lost (Bush2 v Gore), but the real shocker was 2016 when
Consumer Confidence was quite strong, and the incumbent party nonetheless lost
(Trump v Clinton).
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CHART 1:
Conference Board's Consumer Confidence Index
(as of September 11, 2024)

Are You Better Off Than You Were 4 Years Ago
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Source: Bloomberg Finance L.P.

The University of Michigan Consumer Sentiment Index shows current consumers
are less satisfied than those in the Conference Board’'s Survey. Perhaps roughly
similar to today would be the incumbent's re-election in 1988 (Bush 1) and 2004
(Bush 2) despite negative/borderline improvement in Consumer Sentiment.

CHART 2:
University of Michigan Consumer Sentiment Index

(as of September 13, 2024)
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Source: Bloomberg Finance L.P.

So, the answer to the question “Are you better off than you were four years ago?”
depends on the survey. Tongue-in-cheek, if one is a Democrat, one probably
prefers the analysis using the Conference Board Survey, but if one’s a Republican,
one probably prefers the University of Michigan Survey.

But the true bottom line is this is fun fodder for cocktail party discussion, but
relatively meaningless for investors. Investors need to focus on fundamentals, and
not rhetorical political questions.
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INDEX DESCRIPTIONS:

The following descriptions, while believed to be accurate, are in some cases
abbreviated versions of more detailed or comprehensive definitions available from
the sponsors or originators of the respective indices. Anyone interested in such
further details is free to consult each such sponsor’s or originator’s website.

The past performance of an index is not a guarantee of future results.

Each index reflects an unmanaged universe of securities without any deduction for advisory
fees or other expenses that would reduce actual returns, as well as the reinvestment of all
income and dividends. An actual investment in the securities included in the index would
reguire an investor to incur transaction costs, which would lower the performance results.
Indices are not actively managed and investors cannot invest directly in the indices.

S&P 500®: The S&P 500° Index is an unmanaged, capitalization-weighted index designed to
measure the performance of the broad US market. The index includes 500 leading companies
covering approximately 80% of available market capitalization.

Sector/Industries: Sector/industry references in this report are in accordance with the Global
Industry Classification Standard (GICS®) developed by MSCI Barra and Standard & Poor's.

US Small Caps (Carter Time in office): The SBBI® Small Company Index: From 1926 to 1981
are composed of stocks making up the fifth quintile (ninth and 10th deciles) of the NYSE by
market capitalization. From 1981 thru March 2001 the series is comprised of the DFA U.S.
Small Company 9-10 (ninth and tenth deciles) Portfolio. From April 2001-current, the series

is represented by the DFA U.S. Micro Cap Portfolio. For more detail see the current SBBI®
Yearbook's description of the basic series.

US Small Caps (Reagan - Biden Times in office): Russell 2000 Index. The Russell 2000 Index
is an unmanaged, market-capitalization-weighted index designed to measure the performance
of the small-cap segment of the US equity universe. The Russell 2000 Index is a subset of the
Russell 3000 Index.

EM: MSCI Emerging Markets (EM) Index. The MSCI EM Index is a free-float-adjusted, market-
capitalization-weighted index designed to measure the equity-market performance of emerging
markets.

Gold: Gold Spot USD/oz Bloomberg GOLDS Commodity. The Gold Spot price is quoted as
US Dollars per Troy Ounce.

Commodities: The S&P GSClTotal Return CME. The S&P GSCl Total Return Index in USD is
widely recognized as the leading measure of general commodity price movements and inflation
in the world economy. Index is calculated primarily on a world production weighted basis,
comprised of the principal physical commodities futures contracts.

Cash: 3-Mo T-Bills: ICE® BofA 3-Month US Treasury Bill Index. The ICE® BofA Merrill Lynch
3-Month US Treasury Bill Index is comprised of a single issue purchased at the beginning of
the month and held for a full month. The Index is rebalanced monthly and the issue selected is
the outstanding Treasury Bill that matures closest to, but not beyond, three months from the
rebalancing date.

Long-term Treasury Index: ICE® BofA 15+ Year US Treasury Index. The ICE® BofA Merrill
Lynch 15+ Year US Treasury Index is an unmanaged index comprised of US Treasury securities,
other than inflation-protected securities and STRIPS, with at least $1 billion in outstanding face
value and a remaining term to final maturity of at least 15 years.

U.S. HighYield: ICE® BofA US Cash Pay High Yield Index. The ICE® BofA Merrill Lynch US
Cash Pay High Yield Index tracks the performance of USD-denominated, below-investment-
grade-rated corporate debt, currently in a coupon-paying period, that is publicly issued in the

US domestic market. Qualifying securities must have a below-investment-grade rating (based

on an average of Moody's, S&P and Fitch) and an investment-grade-rated country of risk (based
on an average of Moody'’s, S&P and Fitch foreign currency long-term sovereign debt ratings), at
least one year remaining term to final maturity, a fixed coupon schedule, and a minimum amount
outstanding of $100 million.

US Agg: The Bloomberg US Agg Index is a broad-based flagship benchmark that measures
the investment grade, US dollardenominated, fixed-rate taxable bond market. The index includes
Treasuries, government-related and corporate securities, MBS (agency fixed-rate pass-throughs),
ABS and CMBS (agency and non-agency).
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About Richard Bernstein Advisors

Richard Bernstein Advisors LLC is an investment manager focusing on long-
only, global equity and asset allocation investment strategies. RBA runs ETF
asset allocation SMA portfolios at leading wirehouses, independent broker/
dealers, TAMPS and on select RIA platforms. Additionally, RBA partners with
several firms including Eaton Vance Corporation and First Trust Portfolios LP, and
currently has $14.8 billion collectively under management and advisement as of
June 30, 2024. RBA acts as sub-advisor for the Eaton Vance Richard Bernstein
Equity Strategy Fund, the Eaton Vance Richard Bernstein All-Asset Strategy
Fund and also offers income and unique theme-oriented unit trusts through First
Trust. RBA is also the index provider for the First Trust RBA American Industrial
Renaissance’ ETF. RBA's investment insights as well as further information about
the firm and products can be found at www.RBAdvisors.com.

Nothing contained herein constitutes tax, legal, insurance or investment advice, or the recommendation of

or an offer to sell, or the solicitation of an offer to buy or invest in any investment product, vehicle, service

or instrument. Such an offer or solicitation may only be made by delivery to a prospective investor of formal
offering materials, including subscription or account documents or forms, which include detailed discussions

of the terms of the respective product, vehicle, service or instrument, including the principal risk factors that
might impact such a purchase or investment, and which should be reviewed carefully by any such investor
before making the decision to invest. RBA information may include statements concerning financial market
trends and/or individual stocks, and are based on current market conditions, which will fluctuate and may be
superseded by subsequent market events or for other reasons. Historic market trends are not reliable indicators
of actual future market behavior or future performance of any particular investment which may differ materially,
and should not be relied upon as such. The investment strategy and broad themes discussed herein may be
inappropriate for investors depending on their specific investment objectives and financial situation. Information
contained in the material has been obtained from sources believed to be reliable, but not guaranteed. You should
note that the materials are provided “as is” without any express or implied warranties. Past performance

is not a guarantee of future results. All investments involve a degree of risk, including the risk of loss.

No part of RBA's materials may be reproduced in any form, or referred to in any other publication, without
express written permission from RBA. Links to appearances and articles by employees of Richard Bernstein
Advisors, whether in the press, on television or otherwise, are provided for informational purposes only and

in no way should be considered a recommendation of any particular investment product, vehicle, service or
instrument or the rendering of investment advice, which must always be evaluated by a prospective investor

in consultation with his or her own financial adviser and in light of his or her own circumstances, including the
investor’s investment horizon, appetite for risk, and ability to withstand a potential loss of some or all of an
investment’s value. Graphs, charts, and tables are provided for illustrative purposes only. Investing is subject

to market risks. Investors acknowledge and accept the potential loss of some or all of an investment’s value.
Views represented are subject to change at the sole discretion of Richard Bernstein Advisors LLC. Richard
Bernstein Advisors LLC does not undertake to advise you of any changes in the views expressed herein.

© Copyright 2024 Richard Bernstein Advisors LLC. All rights reserved.
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