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The Economy, Markets and Midterm Elections

On November 3, Americans will vote in the 2026
midterm elections with every House seat, 35 Senate
seats and 39 Governorships on the ballot. We will get
a better picture of voter turnout closer to the election,
but we do know that the past two midterm elections
saw near record high voter turnout. With consumer
confidence near a record low, the U.S. in a prolonged
war with Iran, inflationary pressures accelerating,
interest rates surging and uncertainty around the
impact of artificial intelligence, we expect another
solid participation in this midterm election.

Political officials are trying to capitalize on Americans’
frustration as seen by campaign spending. According
to nonpartisan firm Adimpact, candidates are
spending ~$12 billion on political advertising for the
upcoming elections. This would be more than the
2022 midterm elections (~$9 billion) and exceed the
2024 Presidential election (~$11 billion).
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In this white paper we will not voice political
opinion. Instead, we will focus on the key issues that
Americans are considering when they head to the
polls in November (we will avoid societal issues
such as immigration, crime, and abortion). In
addition, we will look at history and what past
midterm elections and Presidential cycles have
meant for the economy and financial markets. The
analysis we offer in this white paper on the economy
and the performance of financial markets
surrounding midterm elections is simply using
history as a guide. In these highly volatile times, it
would be irresponsible to use only history as the
deciding factor when making investment decisions.
However, it is interesting to acknowledge patterns

seen during and after past midterm elections.
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Key Economic Topics This Upcoming Midterm Election

The midterm elections are considered a report card for
the President and his party on the health of the economy
midway through the President’s four-year term.
Historically there has been a high correlation between
the President’s approval rating at the time of the midterm
election and the number of seats the President’s party
With President
Trump’s approval rating sitting below (37%) the historical

wins or loses in Congress.

average seen at midterm elections (48%) for all
Presidents going back to President Truman in 1946, the
Republican party may be facing a challenging election.’
Below we focus on the key economic topics that are at
the forefront of voter’s minds and what may be influential
in deciding the upcoming election.

1. Cost of Living: Inflation, and the cost of living has
been a problem since the last administration. In
fact, core PCE, which is the Fed’s preferred
inflation gauge, has been above the Fed’s target
rate (2.0%) for the past 66 consecutive months. If
we look at the Consumer Price Index and only
include food, gas and shelter, as a gauge of the
cost of living, it is rising at the fastest rate since the
inflation induced period after COVID (2022).

In addition, in a recent survey by

Cost of Living is a Key Focus at the Ballot Box

Approval Ratings Matter

Data is all years from 1946-2022. Trumps’ approval rating for
2026 is as of September 28, 2026. Source: silverbulltein.com
statista.com, Verdence Capital Advisors

Data is all years from 1929 to 2026. 2026 is as or August 2026. Source: Bloomberg Finance LP, Verdence Capital Advisors.
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Reuters/Ipsos, more than 70% of those Americans’
surveyed disapprove of the way that President
Trump is handling the rising cost of living.?

Healthcare: The cost of healthcare is consistently a
key issue on voters’ minds. According to KFF, a
nonpartisan health policy research organization,
more than 50% of Americans disapprove of
Trump’s handling of healthcare. Healthcare
premiums from employer sponsored covered plans
have increased 370% since 1999. In
addition, ACA marketplace insurers are proposing a
15% median premium increase in 2027, which is on
top of a 20% median increase that took place for
2026.

Housing affordability: Housing has been facing
structural headwinds for some time and housing
affordability for first time homebuyers has been
hovering at a record low for the past four years.
Weak affordability is not just due to the rise in
mortgage rates (7.3% as of September 25, 2026)
but home prices have been out of reach for many
Americans due to decades of underbuilding.
According to Realtor.com, the U.S. has a
cumulative shortfall of over 4 million homes which
is the third largest annual deficit since 2012. This
has contributed to the median price of an existing
home rising to a record high of $429K. To put this in
perspective, according to Redfin’s affordability
report released in August 2026, the typical
American homebuyer now needs to spend 38% of
their income to buy the median priced home
nationally.

Impact of War in Iran: The President’s actions
against Iran had little support from the start. Now
that the war has extended into its eighth month,
opposition has been steadily building. In fact,
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according to polling by Quinnipiac, ~50% of
Americans disagreed with the war in early March
and in a survey in late July, 60% opposed it. In
addition, in a recent survey by Reuters/Ipsos over
80% of respondents expect the war to continue for
a prolonged period.® The primary reason for the
discontent surrounds the rise in energy prices. The
national average of a gallon of regular gasoline has
increased 50% to the highest since 2022 (up $1.50
agallonto $4.48).
negatively impacts households, the surge in diesel

While gasoline

prices hurts the broad economy. Diesel prices have
increased to a record high ($6.53 a gallon on
September 21, 2026) and according to the
American Trucking Association, 73% of the nation’s
freight is moved with diesel powered trucks. That
often directly spills into inflation.

Al data centers: A more unique concern in this
midterm election has been the growing frustration
over data center construction tied to the Al
buildout. Especially since the cost of living is
already burdensome and now electricity prices are
surging in states that are closely tied to the building
of data centers. A recent Fox News Poll showed
that over 70% of those polled opposed building Al
data centers in their own area.* According to
Ballotpedia’s tracking, there are 38 data center
related ballot measures across eight states this
cycle.® A state like Ohio, who has been a part of the
data center boom has 20 measures across 17
different jurisdictions. Some states and local
jurisdictions have already proposed or enacted
moratoriums around the building of data centers
(e.g., New York, Woodford County, Kentucky, Lima,
Ohio).
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Healthcare Costs Burden Americans
Data is as of 1999 to 2025. Source: KFF/HRET, Verdence Capital Advisors.
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Energy Costs Surge as Result of the War
Data is as of September 23, 2026. Source: Bloomberg Finance LP, Verdence Capital Advisors.
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The Economy and Midterm Elections

Despite all the headwinds facing Americans, the U.S.
economy has been growing at a solid pace this year.
Aggressive capex spending surrounding Al and
Americans that have been resilient with personal
spending has helped support GDP. It is interesting to
note that historically, the second year of the Presidential
term (also midterm election year) has been the weakest
for GDP. With history as a guide, (Chart 5) the expansion
should continue into 2027 and 2028 as those two years
have been the strongest for GDP in a Presidential
election term. In addition, of all the recessions going
back to 1930, only one recession started in year three of
the Presidential term (year three will be 2027) and that
was the start of the Great Recession in 2007.

From an economic standpoint, history tells us that the
best combination for the Government in the upcoming
midterm election would be for the Democrats to win
control over the Senate and the House. Going back to
1929, the average annual GDP growth in that
combination has been 2.77%. The online
prediction market, Polymarket, currently gives this a
probability of ~65%. © Since 1929, excluding the Great
Depression, the S&P 500 has tended to perform better
when the President's party lacked full control of
Congress, likely because split control limits large policy
initiatives.

GDP with Congressional Composition
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GDP in Each Year of Presidential Term
Data is 1930-2025. Source: Bloomberg Finance LP, Verdence
Capital Advisors.
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The Equity Market and Midterm Elections

When we deliver our findings about midterm elections
and the historical relationship with equity performance,
we must remind investors about the common financial
term that past performance is not indicative of future
results. This economic environment is highly complex
and there are many other factors influencing the equity
markets than just politics. This includes the chance we
are reaching a peak in earnings, uncertainty around how
much the Federal Reserve will need to raise interest
rates, how much damage rate hikes will inflict on the
economy and will the Fed be successfulin finally tackling
inflation. What we can draw from history is that midterm
election years tend to be much more volatile than we
have seen this year. The average drawdown in a midterm

2026: Below Average Year for Drawdown

election year has been 18.6% since 1934 and, as
illustrated, the 9% drawdown thus far this year is roughly
half of what we see in a midterm election year.

However, as we move into year end and with markets
getting more volatile, if the equity weakness continues,
history suggests it should be used as a buying

opportunity. Historically, the year after midterm
elections is a favorable time for equity returns regardless
of the economic environment. As can be seen in

there has only been one time in history
that the S&P 500 was negative in the one year after a
midterm election date (i.e., 1938) and the index is

positive, on average, ~15%.

Data is all midterm elections from 1934-2022. 2026 is as of September 18, 2026. Source: Strategas Research Partners, Verdence Capital

Advisors.
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History Suggests Good Times Ahead

Data is all midterm elections from 1934-2022. S&P 500 is price return only. Source: Bloomberg Finance LP, Verdence Capital Advisors.
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While we are cognizant that using history to draw future not have full control over both sides of Congress.
comparisons may be an interesting exercise, it may also This may be because markets do not expect major
mislead investors. It is important to note that every changes to law with a split Congress.

midterm election year was accompanied by a different e Selectivity and active management. With

economic, interest rate and political climate. At this valuations stretched and earnings expectations

time, the Congressional race in the U.S. is still tight and extremely optimistic, we see room for

we are not going to speculate on what key issues either disappointment in the next 12 months. There will be

party will tackle first. Instead, we will focus on what we winners and losers in the race to be the leader in

know and continue to focus on economic fundamentals artificial intelligence, soitis crucial to be selective

and asset class valuations when considering asset and focus on active management.

allocation. There are a few factors we can draw from . . .
) ) . e Next stop is the Presidential race! We know that
history and the current environment which include:
President Trump will not be running in 2028, but the

e Equities like gridlock. Equities have historically midterm election is usually the start of preparation
preferred a split Congress and/or White House. for candidates for the upcoming Presidential race.
Going back to 1929 and excluding the Great We do know Democrats will be searching for a
Depression, some of the best annual returns for the winnable candidate. This will make 2027 an
S&P 500 have been when the sitting President does interesting political climate.

If you have any questions or comments, please feel free

to reach out to your financial advisor.

Trump Approval Rating: Latest Polls | Silver Bulletin
As of September 21, 2026.

As of September 11-14, 2026.

As of September 23, 2026.

As of September 24, 2026.

ukhwNeE

I Megan Horneman | Chief Investment Officer ‘ VE R D E N C E
mhorneman@verdence.com r
Past performance is not indicative of future returns CAPITAL ADVISORS


https://www.natesilver.net/p/trump-approval-ratings-nate-silver-bulletin

_ 9 White Paper 3Q | 2026

Disclaimer:

© 2026 Authored by Megan Horneman, Chief Investment Officer, Verdence Capital Advisors, LLC. Reproduction without permission is not permitted.

This material was prepared by Verdence Capital Advisors, LLC (“VCA” or “we”, “our”, “us”). VCA believes the information and data in this document were obtained from sources
considered reliable and correct and cannot guarantee either their accuracy or completeness. VCA has not independently verified third-party sourced information and data. Any
projections, outlooks or assumptions should not be construed to be indicative of the actual events which will occur. These projections, market outlooks or estimates are subject to change
without notice. This material is being provided for informational purposes only and is not intended to provide, and should not be relied upon for, investment, accounting, legal, or tax
advice. Past performance is not a guarantee of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of
any specific investment, investment strategy, or product or any non-investment related content, made reference to directly or indirectly in these materials will be profitable, equal any
corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. You should not assume that any discussion or
information contained in this report serves as the receipt of, or as a substitute for, personalized investment advice from VCA. Alternative investments are designed only for sophisticated
investors who are able to bear the risk of the loss of their entire investment. Investing in alternative investments should be viewed as illiquid and generally not readily marketable or
transferable. Investors should be prepared to bear the financial risks of investing in an alternative investment for an indefinite period of time. Due to various factors, including changing
market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. All indexes are unmanaged, and you cannot invest directly in an index.
Index returns do not include fees or expenses. Sector Watch Use of this website is intended for U.S. residents only. Any recommendation, opinion or advice regarding securities or markets
contained in such material does not reflect the views of Verdence Capital, and Verdence Capital does not verify any information included in such material. Verdence Capital assumes no
responsibility for any fact, recommendation, opinion, or advice contained in any such research material and expressly disclaims any responsibility for any decisions or for the suitability of
any security or transaction based on it. Any decisions you may make to buy, sell, or hold a security based on this research will be entirely your own and not in any way deemed to be
endorsed or influenced by or attributed to Verdence Capital. It is understood that, without exception, any order based on such research that is placed for execution is and will be treated as
an UNRECOMMENDED AND UNSOLICITED ORDER. Further, Verdence Capital assumes no responsibility for the accuracy, completeness, or timeliness of any such research or for
updating such research, which is subject to change without notice at any time. Verdence Capital does not provide tax, or legal advice. Under no circumstance is the information contained
within this research to be used or considered as an offer to sell or a solicitation of an offer to buy any particular investment/security. Fixed income securities are subject to increased loss
of principal during periods of rising interest rates. Fixed income investments are subject to various other risks including changes in credit quality, market valuations, liquidity, prepayments,
early redemption, corporate events, tax ramifications and other factors. Lower rated securities are subject to greater credit risk, default risk, and liquidity risk. Commaodity-related
products, including futures, carry a high level of risk and are not suitable for all investors. Commodity-related products may be extremely volatile, illiquid and can be significantly affected
by underlying commodity prices, world events, import controls, worldwide competition, government regulations, and economic conditions, regardless of the length of time shares are held.
Data is provided for information purposes only and is not intended for trading purposes. Verdence Capital shall not be liable for any errors or delay in the content, or for any action taken in
reliance on any content.
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