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Hedge Funds and U.S. Presidential Politics: Midterm Edition

HFR is pleased to present a special report providing the foundation for quantitative analysis on the
performance of hedge funds through the lens of which U.S. political party administration held the office
of President and maijority in Congress from January 1990 — September 2026.

Key findings:

Year 2 Performance Effect: The second year of a president’s four-year term has historically coincided
with the lowest average annual hedge fund performance.

2026 generated the highest hedge fund performance over the first nine months of a midterm year
since 2006.

In the fourth quarter of a midterm year, hedge funds have historically generated the strongest
performance when the midterm election resulted in no change in Congressional majority.

Hedge funds have generated stronger performance when one political party controls both the House
and Senate than when control is split between the parties.

HFR, Inc. October 2026. Data in report from January 1990 — September 2026 unless otherwise noted. View Methodology.



Presidential Term: Year 2 Performance Effect

Across multiple business cycles, presidential administrations, and periods of Democratic and Republican
control of the House of Representatives and/or Senate, hedge funds have historically produced the lowest
average annual performance during the second year of a president’s four-year term.

Hedge Fund Performance by Year of Presidential Term
Average Annual Return Since 1990
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The data in the chart reflects the annualized return of monthly data for the HFRI Fund Weighted Composite Index through September 2026, with a comparison
across Years 1 through 4 of a presidential term.
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Hedge Fund Performance: Presidential Term Year 2

In 2026, hedge funds generated the highest performance in the first nine months of a midterm year since
2006.

Presidential Term Year 2
January-September HFRI Fund Weighted Composite Index Performance
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The data in the chart reflects the ROR of the HFRI Fund Weighted Composite Index in January to September of Year 2 of a presidential term.

HFR, Inc. October 2026. Data in report from January 1990 — September 2026 unless otherwise noted. View Methodology.



In the fourth quarter of a midterm year, hedge funds have historically generated the strongest
performance when the midterm election resulted in no change in Congressional majority.

Fourth Quarter Hedge Fund Performance in Midterm Years Since 1990
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Hedge Fund Performance in Year 3 of Presidential Term
Since 1990
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Hedge Fund Performance by Presidential Political Party

Hedge Fund Annualized Performance by Presidential Political Party
January 1990 - September 2026
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Data reflects the annualized ROR of the HFRI Fund Weighted Composite Index, with a comparison across years during which presidents were Republicans and Democratics
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Hedge Fund Strategy Performance by Presidential Political Party
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Hedge Fund Strategy Performance by Presidential Term Year

Equity Hedge
16.82%
15.62%
3.95%
Year 1 Year 2 Year 3
m HFRI Equity Hedge (Total) Index
Macro
13.08%
10.94%
5.96%
Year 1 Year 2 Year 3

m HFRI Macro (Total) Index

7.40%

Year 4

6.38%

Year 4

15.05%

Year 1

12.07%

Year 1

Event-Driven

12.69%
8.40%
2.83% I
Year 2 Year 3 Year 4

m HFRI Event-Driven (Total) Index

Relative Value

8.45%
6.99%
5.59%

Year 2 Year 3 Year 4

m HFRI Relative Value (Total) Index

HFR, Inc. October 2026. Data in report from January 1990 — September 2026 unless otherwise noted. View Methodology.



Hedge Fund Performance by Presidential Political Party
Over Term Years
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Hedge Fund Strategy Performance by Presidential Political Party

Over Term Years
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Hedge Fund Strategy Performance by Presidential Political Party
Over Term Years
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The data in the chart reflects monthly values.
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HFR, Inc. October 2026. Data in report from January 1990 — September 2026 unless otherwise noted. View Methodology.
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Hedge Fund Industry Asset Growth Rate by Presidential Political Party

Hedge fund capital has grown at an average annual rate of +14.0 percent from 1990-2025. Assets have
historically increased at +15.1 percent on average under Republican presidents and +13.1 percent under
Democratic presidents.
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Annual AUM growth is calculated from the natural logarithms of HFR’s annual hedge fund industry AUM estimates for the years 1990-2025.

HFR, Inc. October 2026. Data in report from January 1990 — September 2026 unless otherwise noted. View Methodology.
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Hedge Fund Industry Performance by Congressional Composition,
Unified vs. Split Congress
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Unified Congress: When the same party controls both the U.S. Senate and the U.S.
House of Representatives, regardless of the president’s party.

Split Congress: When different parties control the U.S. Senate and the U.S. House of
Representatives, regardless of the president’s party.

HFR, Inc. October 2026. Data in report from January 1990 — September 2026 unless otherwise noted. View Methodology.

16



Hedge Fund Industry Performance by Congressional Political Majority
Unified vs. Split Congress

10.85%
10.07%
5.52%
HFRI Fund Weighted Composite Index
Unified Congress: Republican Split Congress m Unified Congress: Democratic

Unified government: When the same political party holds the presidency and controls both
the U.S. Senate and the House of Representatives.

Divided government: When the political party holding the presidency does not control one or
both chambers of Congress.

HFR, Inc. October 2026. Data in report from January 1990 — September 2026 unless otherwise noted. View Methodology.
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Hedge Fund Industry Performance by Senate Political Majority
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Hedge Fund Industry Performance
by Unified vs. Divided Government Status
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Unified government: When the same political party holds the presidency and controls both
the U.S. Senate and the House of Representatives.

Divided government: When the political party holding the presidency does not control one or
both chambers of Congress.

HFR, Inc. October 2026. Data in report from January 1990 — September 2026 unless otherwise noted. View Methodology.
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Hedge Fund Strategy Performance
by Divided vs. Unified Government Status
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HFR, Inc. October 2026. Data in report from January 1990 — September 2026 unless otherwise noted. View Methodology.
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Term Definitions

Unified government: When the same party holds the presidency and controls both the U.S. Senate and
the U.S. House of Representatives.

Divided government: When the party holding the presidency does not control one or both chambers of
Congress.

Unified Congress: When the same party controls both the U.S. Senate and the U.S. House of
Representatives, regardless of the president’s party.

Split Congress: When different parties control the U.S. Senate and the U.S. House of Representatives,
regardless of the president’s party.

Classification note: Congressional classifications reflect party control of the two legislative chambers only.
Government classifications reflect party control of the presidency and both legislative chambers.

HFR, Inc. October 2026. Data in report from January 1990 — September 2026 unless otherwise noted. View Methodology. 21



Methodology
Slides 3, 7-12, 16-20

Monthly returns are grouped according to the annual classifications for presidential party, congressional
control, and unified or divided government. Each calendar year is assigned a single classification for each
measure, which is applied to all available monthly returns within that year. Changes occurring within a
calendar year are not separately reflected.

In presidential inauguration years, the incoming administration’s party is applied to the entire calendar year,
including January. For example, all 12 months of 2025 are classified as Republican presidential months,
despite the inauguration occurring later in January. For 2001 and 2002, the Senate is classified as
Democratic and the House of Representatives as Republican throughout both calendar years.

For each category, the annualized geometric return is calculated using all qualifying monthly observations,
including observations from nonconsecutive periods.

Monthly returns are compounded together and annualized using the following formula:

12/N

N
Rannualized = 1_[( 1+7) -1
t=1

where 1, is the monthly return and N is the total number of qualifying monthly observations.

HFR, Inc. October 2026. Data in report from January 1990 — September 2026 unless otherwise noted. View Methodology.
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Presidential-party and congressional-control classifications are based on “Party Government Since

1857,” published by History, Art & Archives, U.S. House of Representatives.
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https://history.house.gov/Institution/Presidents-Coinciding/Party-Government/

HFR Reports: Terms of Use

CONTENT USE

HFR Holdings, LLC (“HFR”) grants the customer (“Customer”) the non-exclusive and non-transferable right
to download the text, information, compilations of data, tables, graphs, charts or other materials contained
within the HFR Special Reports (the “Content”). Customer may share the Content with up to 10 employees

of the Customer.

REDISTRIBUTION OF CONTENT

Customer will not redistribute or otherwise use the Content for the benéefit of third parties or to create a
product for resale, provided, however, that Customer may copy limited amounts of the Content for internal
use only, and may copy or quote limited amounts of the Content in external documents only if such uses do
not have the purpose or effect of eliminating the recipient’s need to purchase the Content. All or part of the
Content may be used in public presentations, provided that such presentations will not be made available
via hardcopies or via the Internet or other electronic means without prior permission from HFR. In all cases,
the Content must be attributed to HFR, Inc. by means of a notice that substantially states “Source: HFR
Industry Reports © HFR, Inc. 2026, www.HFR.com.”

HFR, Inc. October 2026. Data in report from January 1990 — September 2026 unless otherwise noted. View Methodology.
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PROPRIETARY RIGHTS

All intellectual property rights in or related to the Content are and will remain the exclusive property of HFR,
Inc., whether or not specifically recognized or perfected under applicable law. If Customer creates or
compiles content, data, or information identical or similar to any part of the Content (except as expressly
permitted by this Agreement or by HFR in writing), Customer will not use or access the Content to do so.
HFR, Inc. will own all rights in any copy, translation, modification, adaptation or derivation of the Content.
The Content, HFR’s data collection methods, data structures and formats are the confidential information of
HFR, Inc., to the extent they are nonpublic information. Customer will use reasonable care to protect and
keep confidential and will not disclose such information or documents to third parties except as permitted
by HFR.

THE CONTENT IS PROVIDED “AS I1S” WITHOUT WARRANTY OF ANY KIND. HFR DOES NOT WARRANT
MERCHANTABILITY OR THE SUITABILITY, ACCURACY OR RESULTS OF THE CONTENT FOR ANY
SPECIFIC PURPOSE. THE DETERMINATION OF THE SUITABILITY OF THE CONTENT FOR ANY USE IS
THE RESPONSIBILITY OF THE CUSTOMER. NO WRITTEN OR ORAL INFORMATION GIVEN BY HFR OR
ITS REPRESENTATIVE SHALL BE CONSTRUED AS INCREASING THE SCOPE OF THIS WARRANTY.

HFR, Inc. October 2026. Data in report from January 1990 — September 2026 unless otherwise noted. View Methodology. 25



HFR is the Institutional Standard

HFR is a global leader in the alternative investment industry, specializing in the indexation and analysis of
hedge funds. Established in 1992, HFR produces the HFRI, HFRX and HFRU Indices, the industry’s most
widely used benchmarks of global hedge fund performance. HFR calculates over 500 indices of hedge fund
performance ranging from industry-aggregate levels down to specific, niche areas of sub-strategy and
regional investment focus. HFR Database, a comprehensive resource available for hedge fund investors,
includes fund-level detail on historical performance and assets, as well as firm characteristics on both the
broadest and most influential hedge fund managers. HFR has developed a detailed fund classification
system, enabling granular and specific queries for relative performance measurement, peer group analysis
and benchmarking. The HFR suite of analysis products leverages HFR Database to provide detailed,
current, comprehensive, and relevant aggregate reference points on all facets of the hedge fund industry.
HFR also offers consulting services for clients seeking customized top-level or more sophisticated analysis.
For the hedge fund industry’s leading investors and hedge fund managers, HFR is The Institutional
Standard.

HFR Indices are calculated in compliance with IOSCO best practices.

HFR produces over 500 Indices of global hedge fund & alternative investment performance. HFR Indices
offer investability and span a broad array of strategy types, regions, and niche sectors, including many
FX-hedged and custom index variations.

The fund managers and firms contributing to and included in HFR Indices and Research manage total
global capital in excess of $36 Trillion.

HFR Indices are globally recognized as the leading benchmarks of hedge fund performance by the
world’s top hedge fund investors, managers, sovereign wealth funds, pension funds and financial
institutions, with a combined total global asset base in excess of $48 Trillion.

HFR, Inc. October 2026. Data in report from January 1990 — September 2026 unless otherwise noted. View Methodology. 26



This dataset and report is provided for informational purposes only. The information
contained in the dataset is quantitative in nature and indicates no preference toward,
or endorsement of, any political party or economic agenda.

HFR, Inc. October 2026. Data in report from January 1990 — September 2026 unless otherwise noted. View Methodology.
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