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Democrats and Republicans were shocked by the extent of the “blue sweep” in the US 
Congress on Tuesday, November 3. So were global financial markets.

Overnight, S&P 500 futures contracts traded down by as much as 1.5%. Then, as the results rolled in, 
stocks rallied +1.6% by the end of trading Wednesday.

There were three big themes today. Democrats pledged to focus on relieving the economic burden of 
Americans, on ending corruption in DC and returning power to the legislature. But now, the rubber hits 
the road. Will Democrats stymie the pace of data center and related energy investment? Will they 
attempt to thwart the President’s disruptive tariffs?  And how will the war in Iran be resolved?

President Trump’s remaining years in office will be much “less comfortable” with Democratic control of 
both the Senate and House. Yet, as we wrote in October, simply having the uncertainty of the election 
results behind us will provide relief for investors. And having landslide, “undisputable” results buoyed 
markets Wednesday, November 4.

A Discrete, Relief Rally
An incredible daily rally on a discrete event requires thoughtful consideration for forward-looking 
investors.

Global crude oil fell 8.8% on news of the election.  We’ve noted since the US strikes on Iran began that 
the absence of safe passage through the Straits of Hormuz was the sole driver of a 60% rally in 
petroleum costs. Has the loss of Congressional backing in the coming year dramatically increased the 
probability of a negotiated peace with Iran? Traders think so. Crude oil price futures declined for the 
full year ahead.

A true recovery in global oil supplies and key Persian Gulf exports will lead to much larger oil price 
declines. Hope alone won’t provide that relief. The US President and Iran’s leadership will need to make 
that happen. Congressional results will not.
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Distinguishing Beta from Alpha
Over the last 12 months, the S&P 500 has risen 13.5% while S&P 500 EPS have risen 32%. This 
provided considerable room for the equity market to snap back with election certainty. And this is 
consistent with bullish “post mid-term” stock performance. Please see final table.

The roughly 20% valuation contraction for the S&P 500 over the last 12 months was driven by many 
factors.  These include investors’ forward-look on profits, which are expected to grow more slowly than 
the recent past. It includes the pricing-in of 125 basis points of Fed rate hikes. Yet, the drop in the 
crude oil price was a factor that left fixed income markets scaling back expected Fed tightening to just 
four 25 basis point increases in total (including September’s).

Market Movements Are Not Predictive of Future Results
Figure 1 shows key sector and industry price moves of November 4. Several conclusions from the 
market action are obvious.

1)  Traders believe the conflict in Iran will end sooner (Oil, Energy, Defense shares lower)

2)  The lower oil price will blunt upward pressure on interest rates (bonds rallied, oil, US dollar fall, 
foreign shares gain).

3)  The benefits of lower energy, rates and possibly tariffs are viewed as boosting the consumer 
outlook (Discretionary is the strongest sector gainer)

4)  Markets expect Congress to inhibit data center building. Industrials and DRAM makers led declines 
in semiconductors. However, large tech firms (mag 7, communications) and software gained.

5)  Financial stocks rallied more than market averages. However, we would attribute this to “high beta” 
rather than an improved outlook. While the sitting administration is still largely in charge of 
regulation, oversight and involvement is set to dramatically increase in the next Congress.
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F I G U R E  1

Key Asset Class and Industry Group Price Changes on November 4.

SOURCE:  C IO  GROUP,  BLOOMBERG

Hopes, Fears, and a New Dawn in DC
Many hopes and fears were shifted by Tuesday’s historic election. Without a doubt, the willingness of 
American voters to make a bold statement for change will result in new conversations, legislative 
priorities and greater expectations for investors.  Yet, investors need to be mindful not to extrapolate a 
powerful, discrete political event too far. Sometimes markets rise on the news.  But they can only retain 
value with results.
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Appendix – Post Mid-Term Rallies in 90% of Cases Since 
1950

F I G U R E  2

S&P 500 returns around US midterm elections, with the S&P 500 on Nov 4 and the day after
each election.

SOURCE:  C IO  GROUP,  HAVER  ANALY T ICS ,  BLOOMBERG
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Important Information
This material has been prepared by CIO Capital Group, LLC (“CIO Group”) for informational purposes only and does not 
constitute investment advice or an offer to buy or sell any security or the solicitation of an offer to buy any security or 
investment advisory service. All opinions are subject to change without notice. Past performance is not indicative of future 
results. Investment returns may vary significantly over time. Indexes are unmanaged, are not available for direct investment, 
and do not reflect the deduction of fees or expenses. This material has been prepared without regard to the specific 
investment objectives, financial situation, or particular needs of any individual investor.

CIO Group believes that the information obtained from third party sources contained herein is reliable, but no representation 
or warranty is made regarding its accuracy or completeness. CIO Group accepts no responsibility or liability (including for 
indirect, consequential, or incidental damages) for any error, omission, or inaccuracy in such information and for results 
obtained from its use.

Certain information contained herein constitutes ‘forward-looking statements’ which are based on current expectations, 
estimates, projections, and beliefs. Forward-looking statements are subject to risks and uncertainties that could cause actual 
results to differ materially. Any forecasts, projections, estimates, or market expectations are based on current assumption and 
should not be considered guarantees of future events or investment results.

References to portfolio positioning, asset allocation, sectors, or investment strategies reflect CIO Group's views as of the date 
of publication and should not be interpreted as recommendations to purchase or sell any particular security or investment 
strategy.

CIO Group is an investment adviser registered with the SEC. Copyright ©2026 CIO Group. All rights reserved.
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