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A Divided Government Ahead: What It Means for Investors 
 

• A projected divided government points to gridlock, which can limit sweeping policy changes and create a 
more predictable environment for markets. 

• Investment implications include less fiscal stimulus, possible downward pressure on Treasury yields, and 
added oversight of technology, AI, and financial services. 

• Our approach is unchanged: stay diversified and disciplined and focus on earnings and fundamentals 
rather than election results. 

With Democrats projected to take control of Congress, we are entering a period of divided government. Democrats 
are not projected to have enough seats to pass filibuster-proof legislation, and President Trump is likely to veto 
most bills that reach his desk. In practical terms, major changes from either party are unlikely to become law. 

Historically, that has been good for markets. Investors tend to dislike uncertainty, and when more sweeping 
agendas are unlikely to pass, the legislative environment becomes easier to anticipate. Gridlock can limit the risk 
of sudden policy shifts, which is often something markets welcome. 

There are some important investment implications. Less fiscal stimulus would likely modestly slow economic 
growth, though it could also put downward pressure on Treasury yields—welcome news for bond investors. 
Increased congressional oversight could also create uncertainty for technology, artificial intelligence, and financial 
services, and we will be watching those areas closely. 

The election also reinforces the importance of diversification. We have been emphasizing opportunities beyond 
mega-cap technology, particularly in small-cap and mid-cap stocks, and we continue to believe market leadership 
should broaden over time. 

As an outgoing president, Trump may shift focus from domestic to foreign policy, where the president has more 
authority and needs less cooperation from Congress. If he follows the pattern of previous outgoing presidents, that 
could potentially mean elevated geopolitical risk over the next two years. 

There are also potential implications further out. Because Senate terms last six years, the seats Democrats picked 
up in traditionally Republican states will remain in their control beyond the next presidential election. A Democrat 
winning the White House in 2028 could improve the odds of sweeping legislative change like the potential of higher 
taxes on corporations and high-income households and more regulation of AI, which could slow the AI buildout. 

The election does not fundamentally change how we manage portfolios. We always focus on whether political 
developments alter our assumptions about economic growth, corporate earnings, interest rates, and valuations. 

Washington can influence markets in the short term, but earnings and economic fundamentals determine where 
markets go over the long term. We believe investors should stay disciplined and avoid making major portfolio 
decisions based solely on election results. Focusing on the green in corporate earnings is much more important 
than the red and blue in Washington. 

This report is created by Cetera Investment Management LLC. Follow Us LinkedIn | @CeteraIM. 
 

https://www.linkedin.com/showcase/cetera-investment-management/?mkt_tok=MjExLUZMWC0wNzcAAAGhnPxnSlOEe_D_hIHakgJT2kpKKJfqtDleiligDvx4-UMlMkletSyym-LPoOMNqUYvQ18n2g8wIAktAzLRNTs
https://x.com/ceteraim?lang=en


                                                                                                                                                      

About Cetera® Investment Management   
Cetera Investment Management LLC (CIM) is a Securities and Exchange Commission registered investment adviser 
owned by Cetera Financial Group® (CFG). Cetera Investment Management LLC (CIM) provides market perspectives, 
portfolio guidance, model management, and other investment advice to its affiliated broker-dealers and registered 
investment advisers.  

About Cetera Financial Group  
Cetera Financial Group (Cetera) is a network of independent retail firms, including those that are members of FINRA/SIPC: 
Cetera Advisors LLC; Cetera Wealth Services, LLC (formerly known as Cetera Advisor Networks); Cetera Investment 
Services LLC (marketed as Cetera Financial Institutions or Cetera Investors); and Cetera Financial Specialists LLC. 
Entities registered as investment advisers with the Securities and Exchange Commission include Cetera Investment 
Management LLC and Cetera Investment Advisers LLC. Cetera’s principal office is located at 655 W. Broadway, 11th 
Floor, San Diego, CA 92101.  

Cetera Planning Partners (“CPP”), a registered investment adviser within the Aretec Group, Inc. (dba Cetera Holdings, an 

affiliate of Cetera). All of the referenced entities are under common ownership. Advisory services may only be offered by 

investment adviser representatives in connection with an appropriate Advisory Services Agreement and disclosure 

brochure.  

The material contained in this document was authored by and is the property of CIM. CIM provides investment 

management and advisory services to a number of programs sponsored by affiliated and non-affiliated registered 

investment advisers. Your registered representative and/or investment adviser representative is not registered 

with CIM and did not take part in the creation of this material. They may not be able to offer CIM portfolio management 

services.   

Nothing in this presentation should be construed as offering or disseminating specific advice to any individual without the 

benefit of direct and specific consultation with a financial professional. 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 CIM, please reference the CIM Form ADV  2A and the applicable ADV 2A for the registered 

investment adviser your financial professional is registered with. Please consult with your financial professional for their 

specific firm registrations and available program offerings.   

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 professional 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. This report is created by Cetera Investment Management LLC. 


