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SUMMARY 

• As the November election approaches, two common perceptions we hear often 
from investors are 1) The Fed will try to frontload rate cuts to avoid changing 
policy too close to the election in November, which could appear political, and 2) 
The Fed is biased to ease policy more than usual this year to help the 
incumbent. 

• Neither of these claims is unfounded, and the Fed has been caught in political 
crosshairs before. However, the 2024 presidential election does not change our 
expectation for monetary policy based on economic fundamentals. We expect 
the Fed to start lowering rates in June, and at every meeting thereafter this year. 

• The Fed has both tightened and eased policy in close proximity to elections 
in November, and we find no easing bias. If data are strong enough to prevent 
the Fed from cutting policy rates until November, they may very well consider 
refraining from making their first policy move at the November meeting (two 
days after the election) so as not to signal great urgency.  

• Elections do matter, because of the economic uncertainty they generate, and 
potential policy changes. Policy proposals from leading presidential candidates 
are both fiscally expansionary. More restrictive trade and immigration policies 
under Trump could be perceived as more inflationary.   

• Elections can also impact monetary policy through the president’s nomination of 
the Fed Chair. The risk of an unorthodox candidate, whose policy-making could 
be directly influenced by the president, exists. But the Senate has the final say in 
nominating the Chair, and there is a common understanding among Senators 
that Fed independence shall be preserved. 
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POLITICAL INTERERENCE  

The Federal Reserve has enjoyed monetary policy independence, but it is not 
immune to political interference. Even the great inflation fighter, former Fed 
Chair Volcker, recounted in his memoir that he was being privately ordered by Pres-
ident Reagan's chief of staff not to raise interest rates in the run up to the 1984 elec-
tion, while Reagan was in the room. Former president Trump berated Chair Powell 
and called for lower rates during the 2019 trade wars, breaking with a tradition since 
the 1990s where presidents avoided commenting publicly on Fed policy.  

However, the 2024 presidential election does not change our expectation for mone-
tary policy based on economic fundamentals. We expect the Fed to start lowering 
rates in June, and at every meeting thereafter this year.  

ELECTION YEARS HAVE SEEN FREQUENT RATE MOVES, WITH NO EASING BIAS   

The FOMC has not shied away from adjusting monetary policy in election years 
(chart 1). In our sample of 13 general election years since 1971, the Fed has eased pol-
icy six times (measured as the change in the fed funds rate from Jan to before the 
election in Nov), hiked five times, and kept rates unchanged twice (chart 2). The 
magnitude of policy rate changes is similar across general election and non-election 
years, shown as the absolute average of interest rate changes (chart 3 left). 

There also doesn’t seem to be an easing bias (chart 3 right). In fact, if anything, 
there’s a slight hiking bias in election years, but it is not statistically significant. Im-
portantly, inflation remains the top economic issue for voters, so to favour the in-
cumbent is as much about keeping policy tight to fight inflation and about loosen-
ing policy to boost growth. The Fed is already walking that fine balance between its 
dual mandate. 

Chart 1: Fed funds rate, with US general election years shaded; %  

 
Source: Pictet Wealth Management, Federal Reserve Board, as of 08.02.2024 
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Chart 2: Frequency of Fed policy changes in general 
election years, and others   

 
Source: Pictet Wealth Management, Federal Reserve Board, 
Sample starts in 1972, including 13 general elections years and 
39 others. As of 08.02.2024 

 Chart 3: Magnitude and direction of Fed policy 
changes in general election years, and others; bps 

 
Source: Pictet Wealth Management, Federal Reserve Board, 
as of 08.02.2024 

 

The FOMC has both tightened and eased policy close to elections in November 
(Table 1). For example, they carried on hiking rates in September and November 
2004, right before and after the re-election of George W. Bush. The Fed eased policy 
by cutting rates and doing QE3 close to the elections in 2008 and 2012, during the 
GFC. In the 1970s and 80s, the FOMC changed policy numerous times in October, 
right before the elections.  

Table 1: Fed policy changes in close proximity to general elections  
ELECTION YEAR LAST MOVE BEFORE THE 

NOVEMBER ELECTION 
DIRECTION SIZE OF 

LAST MOVE 
1972 March  Tightening 2.0% 
1976 October Easing -0.125% 
1980 October  Tightening 1.75% 
1984 October Easing -1.50% 
1988 August Tightening 0.50% 
1992 September Easing -0.25% 
1996 January Easing -0.25% 
2000 May Tightening 0.50% 
2004 September Tightening 0.25% 
2008 October Easing -0.50% 
2012 September Easing QE3 
2016 None None 0.25% hike in 

December 
2020 March  Easing -1.00% 
Source: Pictet Wealth Management, Federal Reserve Board  

The only exception here is November 2016, when the Fed had been on hold for 
almost a year after hiking in December 2015 for the first time since the GFC. 
Then NY Fed president Dudley argued against moving at the November 2016 meet-
ing (six days before the election), suggesting that doing so would give the 
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perception of unwarranted urgency. The FOMC chose instead to raise rates at the 
following meeting in December 2016. 

“So the lack of urgency implies that there is not a good case for moving at this meet-
ing. To do so with the election a week away, the outcome uncertain, and no sched-
uled press conference would imply an urgency to move that I just don’t think is con-
sistent with the incoming information or the economic outlook.” 

If inflation and/or growth data are strong enough to prevent the Fed from cut-
ting policy rates until November, they may very well consider refraining from 
making their first policy move at the November meeting (two days after the elec-
tion) meeting (two days after the election) so as not to signal great urgency. Other-
wise, if the Fed was already in an easing cycle, we would expect the committee to 
be able to carry on. 

ELECTIONS MATTER DUE TO ECONOMIC UNCERTAINTY AND POLICY CHANGES   

Although the Fed does not try to influence election outcomes or be influenced by 
politics, monetary policy does not operate in a vacuum.  

Studies have shown economic uncertainty has a clear tendency to rise in the 
months leading up to elections, and more in cycles where presidential elections 
are polarized, which has been increasingly the case in recent years. Households and 
especially businesses may delay big-ticket purchasing/investment plans until after 
the election, creating a near-term headwind to growth.  

Meanwhile, fiscal and trade policy changes, both before and after the election, 
could impact growth and inflation trajectories. For example, the 2012 fiscal cliff, 
the 2017 Trump tax cuts, the 2019 US-China trade war, and the various rounds of 
pandemic fiscal stimulus have profound impact on sentiment and macro variables. 
Past transcripts of FOMC meetings show participants have discussed the impacts of 
these changes on monetary policy.  

Although the fiscal deficit is unusually large for an economy near full employment, 
significant fiscal consolidation seems unlikely after the election. In fact, both 
candidates are keen to extend some or all of the 2017 Trump tax cuts, which are set 
to expire at the end of 2025, with compensations likely coming from higher taxes 
under Joe Biden and lower welfare spending under Donald Trump. Both policy 
proposals are fiscally expansionary. More restrictive trade and immigration 
policies under Trump could be perceived as more inflationary.   

As we wrote in our 2024 outlook, we don’t expect fiscally significant legislation to be 
passed before the election given that Congress is divided. The recent $78bn biparti-
san bill aimed at boosting childcare credit and increasing business expensing, which 
has yet to pass Congress, presents an upside risk to near-term growth and budget 
deficit.  

THE RISK OF AN UNORHTHODOX FED CHAIR  

Elections can potentially impact monetary policy through the president’s nomi-
nation of the Fed Chair. Former President Trump has said, if elected, he would not 
renominate Chair Powell when his term expires in 2026. 

https://siepr.stanford.edu/publications/working-paper/elections-political-polarization-and-economic-uncertainty
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The risk of an unorthodox candidate, whose policy making could be directly influ-
enced by the president, arises in that scenario. But the Senate has the final say in 
nominating the Chair, and there is a common understanding among senators 
that Fed independence shall be preserved. In fact, in 2019 and 2020, a Republican 
Senate refused to advance the nomination of a few controversial candidates sup-
ported by Trump.  
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dressee, the addressee should 
consider the suitability of the 
transaction to individual ob-
jectives and independently as-
sess, with a professional advi-
sor, the specific financial risks 
as well as legal, regulatory, 
credit, tax and accounting 
consequences. 
Furthermore, the information, 
opinions and estimates in this 
document reflect an evalua-
tion as of the date of initial 
publication and may be 
changed without notice. The 
Pictet Group is not under any 
obligation to update or keep 
current the information con-
tained herein. In case this doc-
ument refers to the value and 
income of one or more securi-
ties or financial instruments, it 
is based on rates from the cus-
tomary sources of financial in-
formation that may fluctuate. 
The market value of financial 
instruments may vary on the 
basis of economic, financial or 
political changes, currency 
fluctuations, the remaining 
term, market conditions, the 
volatility and solvency of the 
issuer or the benchmark is-
suer. Some investments may 
not be readily realizable since 
the market in the securities 
can be illiquid. Moreover, ex-
change rates may have a posi-
tive or negative effect on the 
value, the price or the income 
of the securities or the related 
investments mentioned in this 
document. When investing in 
emerging countries, please 
note that the political and 
economic situation in those 
countries is significantly less 
stable than in industrialized 
countries. They are much 
more exposed to the risks of 
rapid political change and 
economic setbacks.  
Past performance must not be 
considered an indicator or 
guarantee of future perfor-
mance, and the addressees of 
this document are fully re-
sponsible for any investments 
they make. No express or im-
plied warranty is given as to 
future performance. Moreo-
ver, forecasts are not a reliable 
indicator of future perfor-
mance. The content of this 
document can only be read 
and/or used by its addressee. 
The Pictet Group is not liable 
for the use, transmission or 

exploitation of the content of 
this document. Therefore, any 
form of reproduction, copying, 
disclosure, modification 
and/or publication of the con-
tent is under the sole liability 
of the addressee of this docu-
ment, and no liability whatso-
ever will be incurred by the 
Pictet Group. The addressee 
of this document agrees to 
comply with the applicable 
laws and regulations in the ju-
risdictions where they use the 
information reproduced in this 
document.  
This marketing publication is 
issued by Banque Pictet & Cie 
SA. This marketing publication 
and its content may be cited 
provided that the source is in-
dicated. All rights reserved. 
Copyright 2023. 
 
Distributor: Bank Pictet & Cie 
(Europe) AG, London branch 
(“Pictet London Branch”) 
 
This is a marketing communi-
cation distributed by Pictet 
London Branch. 
This document sets forth nei-
ther a personal recommenda-
tion tailored to the needs, ob-
jectives and financial situation 
of any individual or company 
(investment advice as defined 
in the Financial Conduct Au-
thority’s Handbook of rules 
and guidance (the “FCA Hand-
book”)), nor the results of in-
vestment research within the 
meaning of the FCA Hand-
book. Moreover, it does not 
constitute an offer, or an invi-
tation to buy, sell or subscribe 
to securities or other financial 
instruments, nor is it meant as 
a proposal for the conclusion 
of any type of agreement. Fur-
thermore, this document 
should not be considered a 
suitability report as Pictet 
London Branch has not re-
ceived all the necessary infor-
mation on the recipient to 
complete its suitability assess-
ment that covers the recipi-
ent’s knowledge and experi-
ence, tolerance to risk, sus-
tainability preferences, if any, 
investment needs and the re-
cipient’s ability to absorb fi-
nancial risk. Should its ad-
dressee decide to proceed to 
any transaction in relation to a 
financial product referred to 
herein, this will be in his sole 
responsibility, and the 

suitability/appropriateness of 
the transaction and other fi-
nancial, legal and tax aspects 
should be assessed by an ex-
pert. 
Any information contained in 
this document is disclosed for 
information purposes only, 
and neither the producer nor 
the distributor can be held lia-
ble for any fluctuation of the 
price of the securities. No ex-
press or implied warranty is 
given as to future perfor-
mance. The opinions ex-
pressed reflect an objective 
evaluation of information 
available to the general public, 
such as rates from customary 
sources of financial infor-
mation. The market value of 
securities mentioned may vary 
on the basis of economic, fi-
nancial or political changes, 
the remaining term, market 
conditions, the volatility and 
solvency of the issuer or the 
benchmark issuer. Moreover, 
exchange rates may have a 
positive or negative effect on 
the value, the price or the in-
come of the securities or the 
related investments men-
tioned in this document. It is 
also expressly noted that fore-
casts are not a reliable indica-
tor of future performance, 
while past performance is not 
a reliable indicator of future 
results. 
You shall only take investment 
decisions when you fully un-
derstand the relevant financial 
product and the involved 
risks. In particular, the rele-
vant product documentation 
(such as the issuance pro-
gram, final terms, prospectus, 
simplified prospectus and key 
(investor) information docu-
ment), as well as Appendix 4: 
Risk Warnings Relating to 
Trading in Financial Instru-
ments of the Terms and Con-
ditions of Pictet London 
Branch, shall be read. Struc-
tured products are complex fi-
nancial products and involve a 
high degree of risk. The value 
of structured products de-
pends not only on the perfor-
mance of the underlying as-
set(s), but also on the credit 
rating of the issuer. Further-
more, the investor is exposed 
to the risk of default of the is-
suer/guarantor. 
In respect of any product doc-
umentation, including key in-
formation documents of 



HOW DO ELECTIONS IMPACT FED POLICY?  PICTET WEALTH MANAGEMENT 

 
7 OF 8 FLASH NOTE  
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The information, tools and 
material presented in this doc-
ument are provided for infor-
mation purposes only and are 
not to be used or considered 
as an offer, an invitation to of-
fer or solicitation to buy, sell 
or subscribe for any securities, 
commodities, derivatives, (in 
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tures, or other financial instru-
ments (collectively referred to 
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into any legal relations, nor as 
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with respect to any Invest-
ments. This document is in-
tended for general circulation 
and it is not directed at any 
particular person. This docu-
ment does not have regard to 
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tives, financial situation 
and/or the particular needs of 
any recipient of this docu-
ment. Investors should seek 
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of investing in any Invest-
ments or adopting any strate-
gies discussed in this docu-
ment, taking into account the 
specific investment objectives, 
financial situation or particu-
lar needs of the investor, be-
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BPCAL/Pictet HK Branch has 
not taken any steps to ensure 
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to in this document are suita-
ble for any particular investor, 
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applicable laws and regula-
tions. Furthermore, 
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the exercise of independent 
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tioned in this document may 
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amongst other things, changes 
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political factors, time to ma-
turity, market conditions and 
volatility, and the credit qual-
ity of any issuer or reference 
issuer. Furthermore, foreign 
currency rates of exchange 
may have a positive or adverse 
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come of any Investment men-
tioned in this document.  Ac-
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willing and able to assume all 
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be taken as an indication or 
guarantee of future perfor-
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dation, and merely contains 
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interest in, any of the Invest-
ments mentioned herein, and 
may or may not have relation-
ships with the issuers of or en-
tities connected with Invest-
ments mentioned in this docu-
ment. BPCAL/Pictet HK 
Branch and their affiliates (or 
employees thereof) may act 
inconsistently with the infor-
mation and/or opinions pre-
sented in this document. 
The information used to pre-
pare this document and/or 
any part of such information, 
may have been provided or 
circulated to employees 
and/or one or more clients of 
BPCAL/Pictet HK Branch be-
fore this document was re-
ceived by you and such infor-
mation may have been acted 
upon by such recipients or by 
BPCAL/Pictet HK Branch. 
This document is provided 
solely for the information of 
the intended recipient only 
and should not be repro-
duced, published, circulated 
or disclosed in whole or in 
part to any other person with-
out the prior written consent 
of BPCAL/Pictet HK Branch.   
 
Singapore 
This document is not directed 
to, or intended for distribu-
tion, publication to or use by, 
persons who are not accred-
ited investors, expert investors 
or institutional investors as 
defined in section 4A of the 
Securities and Futures Act 
2001 (“SFA”) or any person or 
entity who is a citizen or resi-
dent of or located in any local-
ity, state, country or other ju-
risdiction where such distribu-
tion, publication, availability 
or use would be contrary to 
law or regulation or would 
subject BPCAL and any of its 
affiliates or related corpora-
tions to any prospectus or reg-
istration requirements. 
BPCAL is a wholesale bank 
regulated by the  Monetary 
Authority of Singapore 
(“MAS”) under the Banking 
Act 1970 of Singapore, an ex-
empt financial adviser under 
the Financial Advisers Act 
2001 of Singapore (“FAA”) and 
an exempt capital markets li-
cence holder under the SFA. 
Please contact BPCAL in Sin-
gapore in respect of any mat-
ters arising from, or in connec-
tion with this document.  

 
Hong Kong  
This document is not directed 
to, or intended for distribu-
tion, publication to or use by, 
persons who are not “profes-
sional investors” within the 
meaning of the Securities and 
Futures Ordinance (Chapter 
571 of the Laws of Hong 
Kong) and any rules made 
thereunder (the “SFO”) or any 
person or entity who is a citi-
zen or resident of or located in 
any locality, state, country or 
other jurisdiction where such 
distribution, publication, 
availability or use would be 
contrary to law or regulation 
or would subject Pictet HK 
Branch and any of its affiliates 
or related corporations to any 
prospectus or registration re-
quirements. If you do not want 
Pictet HK Branch to use your 
personal information for mar-
keting purposes, you can re-
quest Pictet HK Branch to 
stop doing so without incur-
ring any charge to you.  
In distributing an investment 
product as agent for a third 
party service provider, Pictet 
HK Branch distributes the 
product for the third party ser-
vice provider and the product 
is a product of the third party 
service provider but not Pictet 
HK Branch. In respect of an el-
igible dispute (as defined in 
the Terms of Reference for the 
Financial Dispute Resolution 
Centre in relation to the Fi-
nancial Dispute Resolution 
Scheme) arising between Pic-
tet HK Branch and you out of 
the selling process or pro-
cessing of the related transac-
tion, Pictet HK Branch is re-
quired to enter into a Finan-
cial Dispute Resolution 
Scheme process with you; 
however any dispute over the 
contractual terms of the prod-
uct should be resolved directly 
between the third party ser-
vice provider and you. 
 
Banque Pictet & Cie SA is a 
limited liability company in-
corporated in Switzerland. It is 
an authorized institution 
within the meaning of the 
Banking Ordinance and a reg-
istered institution (CE No.: 
BMG891) under the SFO car-
rying on Type 1 (dealing in se-
curities), Type 4 (advising on 
securities) and Type 9 (asset 

management) regulated activi-
ties. The registered address of 
Pictet HK Branch is 9/F., 
Chater House, 8 Connaught 
Road Central, Hong Kong. 
 
Warning: The contents of this 
document have not been re-
viewed by any regulatory au-
thority in Hong Kong.  You are 
advised to exercise caution in 
relation to the offer.  If you are 
in any doubt about any of the 
contents of this document, 
you should obtain independ-
ent professional advice. 
Please contact Pictet HK 
Branch in Hong Kong in re-
spect of any matters arising 
from, or in connection with 
this document. 
 


