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Chart A: USD GDP in election and non-election years Chart B: Fiscal balance vs. unemployment
GDP growth is usually higher in election years Normally, fiscal policy is counter-cyclical, but not in Trumponomics
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~ Electionomics: The US election’s impact on the economy and
financial markets

The upcoming US presidential election will be a major theme for
financial markets in 2020. Normally, the economy fares better in
election years, but this year could be different. Find out why in this
theme article from Nordea's latest Economic Outlook, released on 29
January.

14 Feb, 2020

By Nordea Analyst Morten Lund and Chief Analyst Anders
Svendsen

All eyes will be on the outcome of this year’s US election held on
3 November 2020. Historically, election years have delivered a boost
to the US economy, but the circumstances are different this time
around.

Data from 1948 until today show that the US economy tends to
perform better in election years. Not a lot better, but clearly better.

GDP growth is on average 0.3% higher than in non _ election years.

Compared to potential growth, election years outperform by 0.4% (see
Chart A below).

The main reason is fiscal policy, as politicians usually prefer an
expansionary policy ahead of an election. According to our estimates,

fiscal policy has from 1985 until today added around 0.1% — point to
GDP growth in election years, while subtracting 0.2% _ point in the
subsequent year.
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