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Stock Market Returns 200 Days After Mid-Term Elections:
Is the Batting Average Relevant?

Since 1900, there have been only 13 instances when someone in the American or National League has
compiled a batting average of 400 or better, topped by Napoleon Lajoie’s 426 in 1901 and Rogers Hornsby’s
424 in 1924. Ted Williams’ 406 batting average in 1941 is the last time someone has been able to reach the
magic 400 level.
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Source: The Leuthold Group. Data as of 9/10.

The following chart shows that the stock market performance 200 days after a mid-term election, where
political power changed hands, approximated that for the 17 mid-term elections as a whole. There have been
six mid-term elections since 1942 when there was a change in political power in Congress.
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What are the Chances that the Historical “Batting Average” will hold in 2010-20117?

Many investors reaction to this question will be to consider prospects for the Bush tax cuts being extended or
the U.S. economy gathering strength. Although these may be important, we suggest the following may
provide a better clue.
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"Earnings yield based on NIPA-equivalent S&P operating earnings with 1988 as a base year

Any Longer Term Implications?

The Leuthold Group has compared P/E ratios at the time of mid-term elections since 1942 and concluded that
prospects, in its judgment, suggest an annualized 10-year return of 11% for stocks.
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Source: The Leuthold Group. Data as of 9/10.

John G. Goode
September 20, 2010
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The information and views contained in this commentary are as of September 20, 2010 and are subject to change. It is for informational purposes only
and does not constitute, and should not be construed as, investment advice or recommendations with respect to the information or specific securities
presented. Forecasts are inherently limited and should not be relied upon as an indication of actual or future performance. All investments involve risk,
including possible loss of principal. All charts and graphs shown are for illustrative purposes only and do not represent the performance of any specific
investment product. While information contained herein has been obtained from sources believed to reliable, we do not represent that it is accurate or
complete, and it should not be relied upon as such. Contrary opinions exist and may include those of economists and other affiliated portfolio managers
at ClearBridge Advisors, LLC, a wholly owned subsidiary of Legg Mason, none of whom is required to act in accordance with the views expressed
herein. ClearBridge Advisors, LLC, is a subsidiary of Legg Mason, Inc. Past performance is no guarantee of future results.

Legg Mason, Inc., its affiliates, and its employees are not in the business of providing tax or legal advice to taxpayers. These materials and any tax-
related statements are not intended or written to be used, and cannot be used or relied upon, by any such taxpayer for the purpose of avoiding tax
penalties. Tax-related statements, if any, may have been written in connection with the “promotion or marketing" of the transaction(s) or matters(s)
addressed by these materials, to the extent allowed by applicable law. Any such taxpayer should seek advice based on the taxpayer's particular
circumstances from an independent tax advisor.

Neither ClearBridge Advisors, LLC nor its information providers are responsible for any damages or losses arising from any use of this information.

S&P 500: A commonly used benchmark used to represent the overall US stock market. An investor cannot invest directly in an index.
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