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Justin Dyer (00:00):
You won.
Brandon Averill (00:03):
Hey, everybody. Welcome back to another episode of AWM Insights. I think we got a good topic going here. We're going to kick off a little bit of a series. We hinted at it last week, but we're going to talk about the election, so we're definitely not going to steer away. Everybody else is going to be talking about it, so we figured we should be too. But one thing you're certainly not going to get right is the crystal ball. What we'd rather focus our attention on is, "Hey, we've got this big event happening this year." And really, how should we think about it in the context of our overall financial structure? How should we make decisions, or shouldn't make decisions with such a big event like this happening?
(00:42):
So I'd love to maybe just jump in there, Justin. Let's just start at a broad, high level. In a year of presidential election year, news is going to dominate the highlights. It's going to be natural to ask the question, "Should I change my investment philosophy? Should I make some different decisions around this?" However I view it, one party or the other being more beneficial to, at least, my perception of what may happen in financial markets. So I guess, high level, how should we think about this? How should we start framing our decision-making?
Justin Dyer (01:18):
I would say this is one of the biggest behavioral events that an investor will be faced with, and it happens fairly often. So it's not anything new. Certainly, midterm elections may be are a little bit less out there front and center from a news cycle perspective, but as a presidential election year, we're going to hear this a ton over the next, how many months do we have until the election? What, 9 months, 10 months? Something like that. So it's going to create emotions. Whatever side of the political spectrum you're on, it's going to create emotion. So I'd even just start there. Hey, realize this is going to be a big behavioral catalyst, making you feel one way or the other. When it comes to investing, we talk a lot about behavioral psychology and whatnot on this podcast. This is going to be a big test of a lot of those principles that we've dove into quite a lot over the past weeks, months, years, etc.
(02:21):
The shorthand to cutting to the chase here is that you really need to remove the two. If you look at the data, and we're happy to send this out, make sure we have a conversation with you guys around this if you really want to drill in. There is no discernible data that supports making changes based on the election. Whatever political party you have an affinity for, there is no data that supports one is better than the other. The financial markets are these massive, massive ecosystems that take in all sorts of information on an instantaneous daily basis, digest that, and then come up with the price.
(03:03):
The presidential election is just another piece of information. We're going to hear bits and pieces about one person being better than the other at the economy. In all reality, yes, there's influence, but, again, there's no data that points to one singular, certainly, political party being better for markets than the other. So really, really understand that we're going to have some really, really knee-jerk reactions or visceral reactions from an emotional standpoint over the next... During this period, during this year, but we really need to separate those two and really avoid making any knee-jerk reactions as a result of them.
Brandon Averill (03:44):
I think we definitely want to acknowledge, this is not going to be an easy thing to do, right? We're looking at a decision that the country's going to make that's going to dictate the next four years from a ruling perspective. So it's extremely natural to think, "Hey, depending on what the policy changes could be, it's got to affect markets. It just has to." But as we've talked about time and time again, it really does come back to being an evidence-based investor. That is what success is built on over long periods of time. When we start to look at how we build your guys' long-term investment plan aligned to your priorities, we need to remove the emotion from it and just remind ourselves, "You hit on this." But really, what the market is, the market's a very powerful information processing machine. Millions of trades are coming in day in and day out.
Justin Dyer (04:37):
That's right.
Brandon Averill (04:38):
The collective knows better than the individual. So not let our egos get into play here, not let us think that we can outsmart things, but rather focus on what we know over time. That's that if we continue to participate in the power of financial markets, especially here in the US and then even abroad, we're going to be rewarded as long-term investors, allowing ourselves to get distracted. The evidence definitely doesn't support there being some tradeable event to get excess returns. That is absent completely. But really, what it actually shows, in the other hand, is because there is no evidence that you can find consistency. You can actually just hurt yourself quite a bit. I think we've seen recent history play that self out.
(05:23):
The last two elections have not come without contention. There have been surprises. The first election, Trump, two elections ago, being elected, I think, was a surprise to a lot of people.
Justin Dyer (05:36):
That's right, and market.
Brandon Averill (05:37):
Yeah, markets. Markets were completely surprised. So I think you look at the knee-jerk reaction, sure, short-term moves, no way to predict those, but you start to unfold. Wow, looking back over the last eight years, it's been a pretty good eight-year run for financial markets when you eliminate the noise.
Justin Dyer (05:55):
Yeah, I've said it a number of times, I think maybe on the most recent podcast, but markets climb a wall of worry. I'm not saying you should be worried about the presidential election. I'm not. It's just a proverbial term to use here that markets climb despite adversity, let's call it, or challenging news cycles and/or stories across administrations from both political parties. Markets continue to trend up. That's a different way of saying exactly what I just repeated. You have to remember that investors are investing in companies, not a political party, and that doesn't change really, regardless of who's in political power and whether you have a divided Congress or not.
(06:41):
These are all things that really, really, really do excite individuals. It's good. Be politically engaged, but vote in the ballot or with your ballot, not necessarily your portfolio. It's a great topic or a great frame of reference for this whole period. They're really two different things. Certainly they are related, and yes, there will be policies that come out from the next administration, whoever it is, that potentially impact the markets, but guess what? They probably impact a very small segment of the market and create opportunity elsewhere, and predicting that is really just impossible to do.
Brandon Averill (07:16):
Yeah, and I think you could just, even, think logically about the nuance. There will be winners, and there'll be people that heard a little bit from these different policy changes, but at the end of the day, I don't care which president ends up getting elected. It is not their intent to torpedo the financial markets.
Justin Dyer (07:32):
No.
Brandon Averill (07:32):
That would not be a good move. So at the end of the day, the goals are aligned. We want the economy to continue to grow. They want financial markets to do well over time. There's, of course, going to be volatility, but just keep in mind that, "Hey, somebody may go miss, but at the end of the day, we're as a collective going to vote with our dollars in the financial markets, and it's going to bring out that evidence over time that it's still a growth building machine." So we gave you guys a little bit of a high level just how we're starting to think about markets, how we'd like to communicate with you guys. Hopefully, help you to remove some of that emotion from the decision-making this year. We'll get a little more granular in some of the future episodes and pull out some of those numbers.
(08:17):
I know we talked high-level about, "There is no evidence around that." But we'll get into some of the numbers and show you guys that, "Hey, that is actually true when we look back at returns." Etc. We will quote some of that stuff, and then we'll continue down this path throughout the year just to keep you refreshed. But if you have any questions along the way, we, of course, would love to hear those. So shoot us a text, 714-504-7689. We'd love to address them. Until next time, own your wealth, make an impact, and always be a pro.
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