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Will U.S. Equities Rally to Finish the Year?
ROB BRITENBACH, CIPM, RESEARCH ANALYST, U.S. EQUITIES

U.S. equities experienced a sharp correction last month with broad market indices erasing virtually all their 
year-to-date returns. The October pullback was especially jarring for investors since it followed an unusually 
quiet third quarter and had seemingly few changes in the economy or corporate earnings to warrant such a 
sell-off. Unlike the volatility seen in the first quarter of 2018, the S&P 500 didn’t record a single daily move 
of more than ±1% in the third quarter. During October, the S&P 500 saw a total of ten daily moves greater 
than ±1%, surpassing the total number seen in all of calendar year 2017. The recent resurgence of equity 
volatility coupled with the anticipation of midterm election results has created uncertainty in the outlook for 
risk assets in the near-term.  

While stock prices are ultimately affected by a variety of factors, the fourth quarter has historically yielded 
the highest percentage of positive market returns compared to other quarters. In addition, market returns 
following midterm elections tend to be quite strong. Examining S&P 500 returns during midterm election 
years dating back to 1946, we see that the S&P 500 has never ended the year below its October closing low. 
The average return over these last 18 midterm elections is +10.6%. Although the sample size for post midterm 
elections is small, it is reassuring to know that we are in a historically strong period for equity markets.    
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In midterm election years, the S&P 500 has averaged a +10.6% return off October lows
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The sources of information used in this report are believed to be reliable. Marquette Associates, Inc. has not independently 

verified all of the information and its accuracy cannot be guaranteed. Opinions, estimates, projections and comments on 

financial market trends constitute our judgment and are subject to change without notice. This material is not financial advice 

nor an offer to purchase or sell any product. References to specific securities are for illustrative purposes only and do not 

constitute recommendations. Past performance does not guarantee future results. 
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Marquette Associates is an independent investment consulting firm that guides institutional investment programs with a 

focused client service approach and careful research. Marquette has served a single mission since 1986 – enable institutions 

to become more effective investment stewards. Marquette is a completely independent and 100% employee-owned 

consultancy founded with the sole purpose of advising institutions. 

For more information, please visit www.marquetteassociates.com.


