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Do Elections Affect Economic Activity?
 
Summary
• We wrote reports in 2016 and again in 2019 to determine if election periods had a 

significant impact on U.S. economic activity. With the 2024 presidential election right 
around the corner, we revisit that analysis.

• Initial theories suggested that elections positively impact the economy through 
the actions of politicians, who may try to stimulate it as a part of their re-election 
campaigns. More recent theory, however, implies the opposite, suggesting that 
elections weigh on near-term economic growth, as individuals and businesses may 
delay large purchases or investments in the face of political uncertainty.

• Our analysis in 2016 and again in 2019 did not find evidence of weaker economic 
growth in the 18 presidential election years that occurred between 1948 and 2016. 
In fact, we found that growth rates of real GDP, real consumer spending and real 
business investment spending were stronger during presidential election years than 
non-election years.

• Did elected officials "juice" the economy via stimulative fiscal policy to improve their 
electoral prospects? Apparently not. Our 2016 analysis did not find a statistically 
significant difference between growth in real government spending in election years 
compared to non-election years.

• We forecast the U.S. economy will continue to expand in 2024, albeit at a sluggish 
pace due to the current restrictive stance of monetary policy. Given the findings of our 
previous analyses, we suspect that this year's election will not have a material effect on 
the U.S. economy in 2024.
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Gearing Up for Another Election Year
It is an election year. The consensus of the political economy literature is that macroeconomic 
performance is a reliable predictor of election outcomes. That is, favorable macroeconomic 
performance ahead of an election boosts the chance of winning for the incumbent party.1 There is 
less agreement, however, on whether elections affect the economy. Initial theories suggested that 
elections positively impact the economy through the actions of politicians, who may try to stimulate 
it as a part of their re-election campaigns. But more recent theory implies the opposite. Specifically, 
elections may weigh on near-term economic growth because individuals and businesses may delay 
large purchases or investments in the face of political uncertainty.

We analyzed the effect of presidential elections on the economy in a report we wrote in 2016 and 
again in a 2019 report. Because we often get questions about the effects that the upcoming election 
may have on the economy, we thought it would be valuable to highlight our previous findings for 
interested readers. Our 2016 report summarized the formal statistical analysis we performed on 
quarterly data for eight macroeconomic variables. The report we wrote ahead of the last presidential 
election used annual data on a slightly different set of economic variables. Because the 2019 report 
was a bit less formal than the 2016 report, we focus on the former in this report. That said, the 
conclusions of both reports are consistent.

To uncover any relationship between economic activity and political uncertainty in 2019, we closely 
examined the last 18 presidential elections (i.e. 1948-2016). Our analysis included five macroeconomic 
variables: gross domestic product (GDP), personal consumption expenditure (PCE), employment, 
private domestic investment and business fixed investment (BFI). Using annual data, we first 
calculated the difference between growth rates in presidential election years and growth rates in the 
year immediately before the election. We then calculated the average difference for each of the five 
variables across the 18 election cycles. We have not updated the analysis to include the 2020 election 
because of the disruptions that the pandemic imparted to the economy during that year.

Do pending elections create 
uncertainty that has economic 
effects?

The results of the analysis are shown in Figure 1. The second group of bars shows the difference in 
average growth rates during presidential election years relative to the year preceding the election. For 
example, we found that GDP growth in election years between 1948 and 2016 was 0.3 percentage 
points stronger, on average, than in the year that preceded each of those 18 presidential elections. 
Additionally, growth in real consumer spending, real investment and employment were also stronger 
in presidential election years. In short, the results of our 2019 analysis offered little evidence that 
economic activity weakened during election years. As noted previously, the findings in our 2016 report 
were qualitatively similar.

We find little evidence that 
economic activity weakens 
during election years.

Figure 1
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Could elected officials be "juicing" the economy via stimulative fiscal policy in an attempt to increase 
their electoral prospects? Our 2016 analysis found little evidence to support this hypothesis, as 
growth in real government spending during election years was not statistically different relative to 
non-election years. Growth in consumer spending and investment spending may indeed strengthen 
during election years, but it appears to be for reasons other than explicit policy support.

If economic activity weakens in the period immediately surrounding presidential elections, it appears 
to do so in the year following the election (third group of bars in Figure 1). Additionally, growth rates 
of the five macroeconomic variables under consideration are mixed during the election year when 
compared to two years before the election (first group of bars in Figure 1). In our view, the mixed 
patterns in growth rates that are exhibited across the three groups in Figure 1 simply reflects the 
inherent volatility in the macro-economy that elected officials have little ability to influence.

We go into detail in our 2019 report about why there is little support for the hypothesis that election 
uncertainty weighs on overall activity. In short, we concluded that economic policy uncertainty is not 
solely driven by elections, and uncertainty tends to be much more reactive and volatile relative to 
other macroeconomic variables. As shown in Figure 2, economic policy uncertainty does appear to 
pick up ahead of presidential elections, but it also spikes in non-election years. For example, the largest 
monthly jump in the uncertainty index since the 2020 election occurred in March 2022, which was 
likely in reaction to the Federal Reserve kicking off its latest tightening cycle.

Overall, a myriad of factors can affect macroeconomic variables, making it difficult to isolate one 
effect. While literature exists to support the notion that uncertainty can have negative effects on the 
economy, election uncertainty does not appear significant or persistent enough to create a pattern 
across the past 18 presidential elections.2 As detailed in our most recent U.S. Economic Outlook, we 
forecast the U.S. economy will continue to expand in 2024, albeit at a sluggish pace due to the current 
restrictive stance of monetary policy. Given the findings of our 2016 and 2019 analyses, we suspect 
that this year's election will not have a material effect on the U.S. economy in 2024. That said, we 
concluded our 2016 report by stating “the 2016 presidential race has been anything but a standard 
election year, reinforcing the notion that past performance does not guarantee future results.” The 
same clearly could be said about the 2024 election.

Election uncertainty does not 
appear significant or persistent 
enough to create a pattern 
across the past 18 presidential 
elections.

Endnotes
1 — Fair, Ray, "Predicting Presidential Elections and Other Things" (2nd ed.), Stanford University Press, 
Stanford, CA, 2011. (Return)

2 — For the effects that economic uncertainty can have on economic growth, see Baker, S.B., Bloom, 
N. and Davis, S.J, “Measuring Economic Policy Uncertainty,” NBER Working Paper #21633, October 
2015. (Return)

Economics | 3

https://wellsfargo.bluematrix.com/links2/link/html/50cd2415-84f8-4fbf-8eed-b61829118517/964ac1a3-f87d-4e31-a4dc-7e4156c9c353
https://www.nber.org/papers/w21633


Special Commentary Economics

Subscription Information

To subscribe please visit: www.wellsfargo.com/economicsemail

Via The Bloomberg Professional Services at WFRE

Economics Group

Jay H. Bryson, Ph.D. Chief Economist 704-410-3274 Jay.Bryson@wellsfargo.com

Sam Bullard Senior Economist 704-410-3280 Sam.Bullard@wellsfargo.com

Nick Bennenbroek International Economist 212-214-5636 Nicholas.Bennenbroek@wellsfargo.com

Tim Quinlan Senior Economist 704-410-3283 Tim.Quinlan@wellsfargo.com

Sarah House Senior Economist 704-410-3282 Sarah.House@wellsfargo.com

Azhar Iqbal Econometrician 212-214-2029 Azhar.Iqbal@wellsfargo.com

Charlie Dougherty Senior Economist 212-214-8984 Charles.Dougherty@wellsfargo.com

Michael Pugliese Senior Economist 212-214-5058 Michael.D.Pugliese@wellsfargo.com

Brendan McKenna International Economist 212-214-5637 Brendan.Mckenna@wellsfargo.com

Jackie Benson Economist 704-410-4468 Jackie.Benson@wellsfargo.com

Shannon Grein Economist 704-410-0369 Shannon.Grein@wellsfargo.com

Nicole Cervi Economist 704-410-3059 Nicole.Cervi@wellsfargo.com

Patrick Barley Economic Analyst 704-410-1232 Patrick.Barley@wellsfargo.com

Jeremiah Kohl Economic Analyst 704-410-1437 Jeremiah.J.Kohl@wellsfargo.com

Aubrey George Economic Analyst 704-410-2911 Aubrey.B.George@wellsfargo.com

Delaney Conner Economic Analyst 704-374-2150 Delaney.Conner@wellsfargo.com

Anna Stein Economic Analyst 212-214-1063 Anna.H.Stein@wellsfargo.com

Coren Burton Administrative Assistant 704-410-6010 Coren.Burton@wellsfargo.com

4 | Economics

http://www.wellsfargo.com/economicsemail


Do Elections Affect Economic Activity? Economics

Required Disclosures

This report is produced by the Economics Group of Wells Fargo Bank, N.A. (“WFBNA”). This report is not a product of Wells Fargo Global Research and the 
information contained in this report is not financial research. This report should not be copied, distributed, published or reproduced, in whole or in part. WFBNA 
distributes this report directly and through affiliates including, but not limited to, Wells Fargo Securities, LLC, Wells Fargo & Company, Wells Fargo Clearing Services, 
LLC, Wells Fargo Securities International Limited, Wells Fargo Securities Europe S.A., and Wells Fargo Securities Canada, Ltd. Wells Fargo Securities, LLC is registered 
with the Commodity Futures Trading Commission as a futures commission merchant and is a member in good standing of the National Futures Association. 
WFBNA is registered with the Commodity Futures Trading Commission as a swap dealer and is a member in good standing of the National Futures Association. 
Wells Fargo Securities, LLC and WFBNA are generally engaged in the trading of futures and derivative products, any of which may be discussed within this report.

This publication has been prepared for informational purposes only and is not intended as a recommendation, offer or solicitation with respect to the purchase or 
sale of any security or other financial product, nor does it constitute professional advice. The information in this report has been obtained or derived from sources 
believed by WFBNA to be reliable, but has not been independently verified by WFBNA, may not be current, and WFBNA has no obligation to provide any updates 
or changes. All price references and market forecasts are as of the date of the report or such earlier date as may be indicated for a particular price or forecast. The 
views and opinions expressed in this report are those of its named author(s) or, where no author is indicated, the Economics Group; such views and opinions are not 
necessarily those of WFBNA and may differ from the views and opinions of other departments or divisions of WFBNA and its affiliates. WFBNA is not providing 
any financial, economic, legal, accounting, or tax advice or recommendations in this report, neither WFBNA nor any of its affiliates makes any representation or 
warranty, express or implied, as to the accuracy or completeness of the statements or any information contained in this report, and any liability therefore (including 
in respect of direct, indirect or consequential loss or damage) is expressly disclaimed. WFBNA is a separate legal entity and distinct from affiliated banks, and is a 
wholly-owned subsidiary of Wells Fargo & Company. © 2024 Wells Fargo Bank, N.A.

Important Information for Non-U.S. Recipients
For recipients in the United Kingdom, this report is distributed by Wells Fargo Securities International Limited ("WFSIL"). WFSIL is a U.K. incorporated investment 
firm authorized and regulated by the Financial Conduct Authority (“FCA”). For the purposes of Section 21 of the UK Financial Services and Markets Act 2000 (the 
“Act”), the content of this report has been approved by WFSIL, an authorized person under the Act. WFSIL does not deal with retail clients as defined in the Directive 
2014/65/EU (“MiFID2”). The FCA rules made under the Act for the protection of retail clients will therefore not apply, nor will the Financial Services Compensation 
Scheme be available. For recipients in the EFTA, this report is distributed by WFSIL. For recipients in the EU, it is distributed by Wells Fargo Securities Europe S.A. 
(“WFSE”). WFSE is a French incorporated investment firm authorized and regulated by the Autorité de contrôle prudentiel et de résolution and the Autorité des 
marchés financiers. WFSE does not deal with retail clients as defined in MiFID2. This report is not intended for, and should not be relied upon by, retail clients.

SECURITIES: NOT FDIC-INSURED - MAY LOSE VALUE - NO BANK GUARANTEE

Economics | 5


	Important Disclosures

