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on average the S&P 500 has been 
flattish and a little below the long-
term average. That fits with sever-
al election patterns. Historically, 
the challenger, on average, has 
been viewed as the stronger per-
former in the first debate. At the 
same time, stocks tend to under-
perform leading up to a presiden-
tial election when the challenger 
ends up unseating the incumbent, 
although they tend to advance post
-election no matter who wins. Put 
those together and it implies po-
tential modest market weakness, 
or at least a lack of strength, after 
the first debate. However, the ef-
fect is likely temporary since de-
bate bumps don’t usually persist. 
There’s also some impact from 
normal  September and October 
seasonal weakness, which may be 
in play around the time of the first 
debate. 
 

What did we actually see in the 
first debate from a market per-
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Three Market Takeaways 
from the First Presidential 
Debate 
  
The first presidential debate is now 
in the books, with two more (maybe) 
ahead and a vice presidential debate 
on October 7. The debate was rau-
cous, occasionally uncouth, and 
more than a little surreal for viewers 
at home. But did anything happen 
that could potentially move markets? 
Probably not. 
 

“Despite the chaos, viewers proba-
bly came out of the debate with 
largely the same impression of the 
candidates they came in with,” said 
LPL Financial Chief Market Strate-
gist Ryan Detrick. “We expect mar-
kets will likely take a similar view.” 
 

We recently looked at market behav-
ior in the days and weeks after first 
presidential debates in the past. Re-
sults have been all over the place, but 
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spective? There were three key 
things we were following to 
gauge the likelihood of a market 
reaction: 
 

 Were there any changes in 
our understanding of the 
candidates’ respective poli-
cies? 

 

The answer here is a resounding 
no. There was a lot of noise 
around how the candidates tried 
to portray each others’ policies, 
and there were actually some 
meaningful points buried in all 
the rancor, but we didn’t learn 
anything new. 
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 Will the election odds shift? 
 
Rather than looking at who “won” 
the debate, it makes more sense to 
look at the debate from the per-
spective of what each candidate 
needed to accomplish. While we 
believe the election odds remain 
closer than the polls indicate, for-
mer Vice President Joe Biden 
does appear to maintain a small 
edge, even with President Donald 
Trump’s apparent structural ad-
vantage in the electoral college 
relative to the popular vote that we 
saw in 2016. Trump probably 
needed to make up some ground 
in the debate. Biden needed to 
hold serve. The president’s goal 
for the debate was more challeng-
ing, especially in the face of his-
torically steady polling and a 
“divided and decided” electorate. 
And with five weeks to go until 
Election Day and voting already 
taking place in several states, the 
need to make inroads is becoming 
increasingly pressing. No matter 
how you choose to call the debate, 
it probably did little to change 
minds in either direction. From 
that perspective, last night appears 
to be a lost opportunity for the 
president. The market’s likely in-
terpretation of all this? No change. 

 Has the perceived possibility 
of a chaotic election outcome in-
creased? 
 
Markets don’t like uncertainty, 
and they could be rattled, at least 
temporarily, by an uncertain elec-
tion outcome or legal battle. There 
was no clear market indication 
overnight that election uncertainty 
increased, but we’re going to give 
this one a maybe. We’ll tackle the 
potential for an uncertain election 
outcome and what it may mean for 
markets in greater detail in LPL 
Research’s Weekly Market Com-
mentary next week. We continue 

to think that a meaningfully con-
tested outcome is unlikely, but as 
has been the case over recent 
weeks, the president continued to 
express skepticism about the legit-
imacy of the outcome under cur-
rent procedures and he once again 
raised the possibility of mounting 
a legal challenge. It’s worth noting 
that challenges to a close election 
have been raised by both sides—
by Republicans in 1960 and by 
Democrats in 2000. The idea of 
challenging a close election itself 
is not the same as challenging the 
legitimacy of the process. But the 
rhetoric has been escalating. We 
still believe that the remarks are 
more part of the president’s pre-
election strategy than post-election 
intentions, but they may still add 
to perception of uncertainty, which 
will be an added factor to monitor 
as Election Day nears. 
 

The next debate is between the 
vice presidential candidates. Presi-
dential debates historically have 
not had a large impact on elec-
tions, and vice presidential debates 
scarcely any at all. This one could 
be different. Either presidential 
candidates would be the oldest in 
U.S. history on inauguration day if 
elected (Trump would be 74 and 
Biden 78) and the vice presidential 
candidates may try to strike a 

more civil tone, opening up the 
possibility of a more substantive 
policy debate. But as for the first 
presidential debate, despite all 
the fireworks, we believe that 
markets will be unmoved. 

 

Investing Reminders from 
Dave & Jerry: 

 

 Market volatility is an inevitable 
part of investing. 
If we never had market sell-offs, we 
wouldn’t have as much opportunity 
to see returns. 
  
Markets trend upward. While the 
past can’t tell us what the future 
holds, the past 30 years have had 
upward-moving markets despite 
recessions. It makes sense that this 
would continue since investors see 
opportunity in undervalued stocks. 
  
Trying to time the markets may not 
end well. If you sell out of the mar-
ket during a decrease, you “lock in 
your loss,” because unless you buy 
back in at just the right time, it can 
be difficult to recover the amount 
you lose—and the very best days 
tend to happen right after the very 
worst ones.* 
 
 Understand your strategy. Your 
strategy was designed for your spe-
cific goals, timeline, and risk toler-
ance. 
 
 Review your needs and goals. This 
is a great time to determine if your 
goals and objectives remain the 
same, or if they’ve shifted, requir-
ing an update to your strategy. 
 
Stick to your strategy. Your strate-
gy was built for your individual 
time horizon, and sticking to it will 
position you to work toward your 
goals. 

This material is for general information only and 
is not intended to provide specific advice or 
recommendations for any individual. There is no 
assurance that the views or strategies discussed 
are suitable for all investors or will yield positive 
outcomes. Investing involves risks including 
possible loss of principal. Any economic fore-
casts set forth may not develop as predicted and 
are subject to change. References to markets, 
asset classes, and sectors are generally regard-
ing the corresponding market index. Indexes are 
unmanaged statistical composites and cannot be 
invested into directly. Index performance is not 
indicative of the performance of any investment 
and do not reflect fees, expenses, or sales charg-
es. All performance referenced is historical and 
is no guarantee of future results. All information 
is believed to be from reliable sources; however, 
LPL Financial makes no representation as to its 
completeness or accuracy. This research materi-
al has been prepared by LPL Financial LLC. 
Securities and advisory services offered through 
LPL Financial (LPL), a registered investment 
advisor and broker‐dealer (member FINRA/
SIPC).  

* There are six examples in the S&P 500 since 
1987 of deep declines that were followed within 10 
days by big moves to the upside. The S&P 500 is 
generally considered representative of the U.S. 
stock market. Past performance is no guarantee of 
future results. 


