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2022 Midterm Election Results Point to Gridlock

e Democrats appear to beat expectations but likely lose control of the House of Representatives.
e The Senate could come down to a runoff election in Georgia but remain fairly evenly split.
e There are larger market forces at play than politics.

America has voted and the midterm elections are largely behind us, although we may still see a runoff election on
December 6 in Georgia. The result is likely unsatisfying for either party, Republican or Democrat. While the Democrats
did better than expected, the Republicans appear to be taking a slim majority in the House of Representatives and the
Senate is too close to call right now (currently split 48-48 with 4 seats to be decided). Either way the political ads
dominating the airwaves are behind us, and the focus can shift back to what drives markets: the economy and corporate
earnings.

The investment implications of this split Congress should be muted. While Democrats did better than expected, the
expected result from this election (gridlock) was widely expected and not a surprise for investors. With neither party
having a firm grip of control, we don’t expect a lot of compromise and thus new legislation being drafted. Depending on
your political views, political gridlock may not be a bad scenario for markets. If we look back over time, the average
market returns are strong whether there is a divided government, or full control by either party. As we_tweeted earlier,
there have been 23 congressional cycles in the post-war era with divided government and the average annual return is
10.8%.

2-Year Congressional Cycles

Avg. 2-Yr S&P 500 Cycle Occurences Negative
Return (Annualized) Since 1945  Returns

Unified Govt - Democrats 13.0% 12 1
Unified Govt - Republicans 15.1% 4 0
Divided Government 10.8% 23 4

Source: Cetera Investment Management, Fact5et, Standard & Poor's. Returns shown are S&P 500 total return, which include dividends. & blue
wave is when the Democratic Party cccupies the White House and represents the majority of the House and Senate. & red wave is when the
Republican Party occupies the White House and represents a majority of the House and Senate. Data as of 11/8/2022.

Elections can be emotional, but perspective is always important. While it is interesting to look at these types of statistics
the reality is that there are larger forces at play than American politics. Inflation, the global economy, and especially the
Federal Reserve will continue to have more of an impact on corporate earnings and thus stock and bond returns.

A potential risk to markets down the road could be related to the Federal debt ceiling. Next summer the debt ceiling will
need to be raised to prevent a government shutdown, but Democrats will likely try to raise this on their own before the
balance of powers shifts in January when the new members of Congress are inaugurated.

We'll continue to pay close attention to the shifting political landscape and update you on any investment implications.
Your financial professional can help you stay focused on your long-term risk and return goals as they help you with your
personalized investment objectives.

This report is created by Cetera Investment Management LLC. For more insights and information from the team, follow

@CeteralM on Twitter.
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https://twitter.com/ceteraIM/status/1590339944241065985
https://twitter.com/ceteraim?lang=en

About Cetera® Investment Management

Cetera Investment Management LLC is an SEC registered investment adviser owned by Cetera Financial Group®.
Cetera Investment Management provides market perspectives, portfolio guidance, model management, and other
investment advice to its affiliated broker-dealers, dually registered broker-dealers and registered investment
advisers.

About Cetera Financial Group

“Cetera Financial Group” refers to the network of independent retail firms encompassing, among others, Cetera
Advisors LLC, Cetera Advisor Networks LLC, Cetera Investment Services LLC (marketed as Cetera Financial
Institutions or Cetera Investors), Cetera Financial Specialists LLC, and First Allied Securities, Inc. All firms are
members FINRA / SIPC. Located at 655 W. Broadway, 11th Floor, San Diego, CA 92101.

Disclosures

Individuals affiliated with Cetera firms are either Registered Representatives who offer only brokerage services
and receive transaction-based compensation (commissions), Investment Adviser Representatives who offer only
investment advisory services and receive fees based on assets, or both Registered Representatives and
Investment Adviser Representatives, who can offer both types of services.

The material contained in this document was authored by and is the property of Cetera Investment Management
LLC. Cetera Investment Management provides investment management and advisory services to a number of
programs sponsored by affiliated and non-affiliated registered investment advisers. Your registered representative
or investment adviser representative is not registered with Cetera Investment Management and did not take part
in the creation of this material. He or she may not be able to offer Cetera Investment Management portfolio
management services.

Nothing in this presentation should be construed as offering or disseminating specific investment, tax, or legal
advice to any individual without the benefit of direct and specific consultation with an investment adviser
representative authorized to offer Cetera Investment Management services. Information contained herein shall
not constitute an offer or a solicitation of any services. Past performance is not a guarantee of future results.

For more information about Cetera Investment Management, please reference the Cetera Investment
Management LLC Form ADV disclosure brochure and the disclosure brochure for the registered investment
adviser your adviser is registered with. Please consult with your adviser for his or her specific firm registrations
and programs available.

No independent analysis has been performed and the material should not be construed as investment advice.
Investment decisions should not be based on this material since the information contained here is a singular
update, and prudent investment decisions require the analysis of a much broader collection of facts and context.
All information is believed to be from reliable sources; however, we make no representation as to its completeness
or accuracy. The opinions expressed are as of the date published and may change without notice. Any forward-
looking statements are based on assumptions, may not materialize, and are subject to revision.

All economic and performance information is historical and not indicative of future results. The market indices
discussed are not actively managed. Investors cannot directly invest in unmanaged indices. Please consult your
financial advisor for more information.

Additional risks are associated with international investing, such as currency fluctuations, political and economic
instability, and differences in accounting standards.

A diversified portfolio does not assure a profit or protect against loss in a declining market.
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