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This bachelor’s thesis examines the impact of Donald Trump’s election announcements 
(2016 and 2024) and inaugurations (2017 and 2025) on stock returns in the U.S. financial 
sector. The primary goal of this study is to understand how these events influence market 
behaviour and to explore whether there are differences in market reactions between election 
results and inaugurations.  

The research uses event study methodology to examine abnormal returns, using a 21-day 
event window, covering 10 days before and after each event. The estimation window used 
to calculate normal returns is 250 days long. In this study the S&P 500 Financials index is 
used as a portfolio to represent the financial sector, with covering the period from 2016 to 
2025, including both Trump’s first and second election victories and inaugurations. 

The results show that both election results and inaugurations caused significant market 
reactions in the U.S. financial sector, with more pronounced reactions following the elections 
result announcements. Additionally, the study finds that the market response to Trump’s first 
election victory was stronger than to his second victory, likely due to the higher level of 
uncertainty and volatility during his first term. These findings provide valuable insights into 
how political events, particularly elections and inaugurations, influence stock market 
behaviour in the financial sector. 
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Tämä kandidaatintyö tutkii Donald Trumpin vaalitulosilmoitusten ja virkaanastumisten 
vaikutusta Yhdysvaltojen rahoitussektorin osaketuottoihin. Tutkimuksen päätavoitteena on 
syventää ymmärrystä siitä, miten tapahtumat vaikuttavat markkinakäyttäytymiseen ja tutkia, 
onko markkinareaktioissa eroja vaalitulosilmoitusten ja virkaanastumisten välillä. 

Tutkimusmenetelmänä työssä toimii tapahtumatutkimus. Epänormaalit tuotot on laskettu 
käyttäen 21 päivän tapahtumaikkunaa, joka kattaa 10 päivää ennen ja jälkeen 
tapahtumapäivän. Normaalien tuottojen laskemiseen on käytetty 250 päivän estimointi-
ikkunaa. Tutkimuksessa on hyödynnetty S&P 500 Financials – indeksiä portfoliona 
edustamaan rahoitussektoria ja tutkimusjakso kattaa ajanjakson vuosilta 2016–2025, 
sisältäen Trumpin ensimmäisen ja toisen vaalivoiton sekä virkaanastumiset. 

Tulokset osoittavat, että sekä vaalitulosilmoitus että virkaanastumiset aiheuttivat merkittäviä 
markkinareaktioita Yhdysvaltojen rahoitussektorilla, reaktioiden ollessa voimakkaampia 
vaalitulosilmoitusten jälkeen. Tutkimus paljastaa myös markkinoiden reaktioiden olleen 
voimakkaampi ensimmäisen vaalivoiton yhteydessä, mikä todennäköisesti johtuu 
suuremmasta epävarmuudesta koskien ensimmäistä presidenttikautta. Havainnot tarjoavat 
arvokasta tietoa siitä, kuinka poliittiset tapahtumat, erityisesti vaalitulosilmoitukset ja 
virkaanastumiset vaikuttavat markkinakäyttäytymiseen rahoitussektorilla. 
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1  Introduction 

The United States presidential election represent a significant political and economic event 

that draw widespread global attention. The outcome of these elections, along with the 

subsequent political decisions, can have a substantial impact on the stock markets, as 

political uncertainty and the introduction of new economic policies can shape market 

expectations and investor behavior. The election of Donald Trump as President of the United 

States in 2016 marked a pivotal moment, generating both considerable uncertainty and 

optimism in the markets, particularly considering his proposed economic policies, including 

tax cuts and protectionist measures. This uncertainty was particularly evident in the financial 

sector, where stock prices are highly sensitive to changes in tax policy and financial 

regulation. (Pástor and Veronesi, 2012) 

The relationship between political events and stock market reactions has been extensively 

explored in academic literature. Fama (1970) proposed the efficient market hypothesis 

(EMH), which suggests that markets immediately reflect all available information, including 

political events. According to this theory, stock markets should not react unpredictably to 

political events, as markets incorporate relevant information into prices instantly. However, 

studies have questioned this statement, demonstrating that certain political events can lead 

to significant market reactions. For example, Białkowski, Gottschalk and Wisniewski, 

(2008) as well as Bouoiyour and Selmi, (2017) found that presidential elections increase 

market volatility, especially when the election outcome is uncertain. This is attributed to the 

uncertainty surrounding the political decisions that the incoming president will make and 

how these will impact the economy. Furthermore, Pantzalis, Stangeland and Turtle, (2000) 

provide evidence in their study that the stock market’s response to political events varies 

across countries, depending on their political and economic conditions, as well as the level 

of press freedom. When examining the relationship between presidential elections and 

market reactions, behavioral finance can also be considered a contributing factor, as it 

explores the impact of psychological influences and emotions on the market during times of 

uncertainty (Shiller, 2003). 
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The impact of Donald Trump’s electoral victory on U.S. stock markets during his first and 

second terms has been studied in academic literature using various methodologies. However, 

these studies often have a narrow focus, primarily examining the effects of the election result 

announcement, while overlooking the potential market movements associated with the 

inauguration. Generally, it can be observed that Trump’s election caused significant 

fluctuations in stock prices in both 2016 and 2024, with the volatility being particularly 

pronounced across different sectors (Ahmed et al., 2025; Wagner, Zeckhauser and Ziegler, 

2018). For example, in the financial sector, Trump’s promises of tax cuts and deregulation 

have generated optimism, while his trade policies have raised concerns due to the uncertainty 

they create (Wagner, Zeckhauser and Ziegler, 2018). 

While previous research has extensively studied stock market reactions to political events 

and Trump's presidential elections, few studies have compared market reactions between the 

election result announcement and the inauguration of a new president. The election result 

announcement signals the electorate's choice and offers insight into the political direction 

the new president is likely to pursue. In contrast, the inauguration marks the formal transfer 

of power and the beginning of government operations, which may have distinct economic 

implications. This difference could affect how markets respond to these events, highlighting 

the importance of further investigation into this relatively underexplored area. This study 

aims to address this gap by examining how the U.S. financial sector stock markets responded 

to Trump's election result announcements in 2016 and 2024, as well as his inaugurations in 

2017 and 2025. 

1.1  Research questions and goals 

The primary objective of this study is to examine the reactions of the U.S. financial sector 

stock markets to Donald Trump's election result announcements and inaugurations across 

different years. The research questions are therefore formulated as follows: 

1. How did the U.S. financial sector stock markets react to Donald Trump's election

result announcements in 2016 and 2024?
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2. How did Donald Trump's inaugurations in 2017 and 2025 affect stock returns in the

U.S. financial sector?

3. How do stock returns in the U.S. financial sector differ between Trump's election

result announcements and inauguration days across different years?

The goal of this study is to provide understanding of how political events, such as election 

result announcements and inaugurations, affect the financial sector stock markets at different 

points in time, and how markets respond to such economic uncertainties. Additionally, the 

study seeks to examine the magnitude of differences in market reactions across years and 

what these differences reveal about the interaction between the economy and politics. The 

research will also explore how market reactions differ between Trump’s first and second 

terms. 

This study will be conducted using event study analysis, focusing on the deviations in stock 

returns of U.S. financial sector stocks around the dates of Trump’s election result 

announcements and inaugurations. The aim is to investigate how the stock markets reacted 

to these political events and how quickly the markets integrated the effects of Trump’s 

policies. The significance of this research lies in its ability to clarify the impact of such 

political events on the financial sector. By identifying market reactions, it will be possible 

to better anticipate the impact of future political events on the economy. 

1.2  Delimitations of the study 

The events examined in this study have been selected because they represent significant 

political turning points that may substantially affect the markets, particularly the financial 

sector stocks. The temporal scope of the study is limited to the years 2016 and 2024, focusing 

on the announcement of election results, and 2017 and 2025, centering on the presidential 

inaugurations. These timeframes mark the beginning of two presidential terms, making them 

critical points for examining market reactions. Geographically, the study is focused on the 

United States, as the aim is to investigate the reactions of U.S. financial sector markets to 
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political events. The financial sector was specifically chosen for this study because stocks 

within this sector are particularly sensitive to changes in economic policy and regulation, 

such as Trump's tax policies and deregulation measures (Pástor and Veronesi, 2012). 

The data sources used in this study are confined to the S&P 500 Financials index and the 

broader S&P 500 index, as they offer a comparable view of the development of U.S. financial 

sector stocks relative to the broader market. The S&P 500 Financials index includes 

companies from the financial sector, whose stocks are particularly responsive to changes in 

economic policies and regulations, such as tax reforms and deregulation. This index was 

chosen as a portfolio approach, as it provides a wide and diverse sample of financial sector 

stocks. The S&P 500 index, on the other hand, represents the broader market, allowing for 

comparisons between the performance of financial sector stocks and the movements of the 

overall market. 

The study employs a quantitative event study methodology, which is particularly suitable 

for measuring deviations from normal return patterns around specific events, such as the 

announcement of election results or presidential inaugurations. This approach helps to 

ensure that the study is based on objective and measurable observations, thereby enhancing 

the reliability and replicability of the research. 

1.3  Structure 

This thesis is divided into six main sections. Following the introduction, the theoretical 

framework of the study is presented, outlining the key theories and their relevance to this 

research. This is followed by a literature review, summarizing existing studies on the 

economic impacts of presidential election results and inauguration days. The fourth chapter 

introduces the methodology, event study analysis, and data collection process. It also covers 

the selected event windows and the reasoning behind their selection. The fifth section 

presents the empirical analysis, where statistical methods are applied to examine the results. 

Finally, the concluding chapter synthesizes the findings, draws conclusions, and proposes 

potential directions for future research. 
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2  Theoretical framework 

This section discusses the theoretical framework that is essential to the study. As the aim of 

the research is to investigate how the financial sector's stock returns respond to election 

results and presidential inaugurations, the core of the theoretical foundation is the Efficient 

Market Hypothesis. This hypothesis is a significant and widely studied concept in economics 

and serves as the basis for the event study methodology employed in the research. In addition 

to the Efficient Market Hypothesis, this chapter also examines behavioral finance. 

Particularly in the context of polarizing and emotionally charged events, insights from 

behavioral finance can provide valuable understanding of how markets may respond 

irrationally. (Bourghelle et al., 2023) 

2.1  Efficient market hypothesis 

The Efficient Market Hypothesis is a central theory in economics that addresses the 

efficiency of stock markets and how market prices reflect available information. The concept 

of efficient markets is one of the most well-known theories in finance, and its development 

is primarily credited to Eugene Fama, who began refining the theory in the 1970s based on 

earlier findings. According to Fama (1970) theory, market prices can always be considered 

"correct," as they perfectly reflect all information influencing stock price movements. In 

other words, in efficient markets, all available information is already incorporated into stock 

prices, preventing investors from earning excess returns. 

Although the Efficient Market Hypothesis assumes that markets reflect all available 

information, it has been observed that stock prices react to the quality and type of information 

at different speeds. As a result, information can be categorized into three distinct types, with 

market efficiency being defined across three different levels. The information reflected in 

the market may consist of historical data on past prices, publicly available information, or 

all types of information, including private data. Based on these criteria, market efficiency is 

classified into weak, semi-strong, and strong forms. (Ross, Westerfield and Jaffe, 2012)  
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In the weak form of market efficiency, market prices reflect all past market information, 

such as historical price data. This implies that all previous price changes are already 

incorporated into the current market price formation. In this scenario, technical analysis, 

which relies on past stock prices to forecast future movements, becomes ineffective. 

Therefore, investors are unable to exploit past price changes to predict future price 

movements, as they have already been accounted for in the prices. In other words, systematic 

profits cannot be derived from regular price fluctuations of stocks. (Ross, Westerfield and 

Jaffe, 2012) 

The semi-strong form of market efficiency is a broader concept than the weak form, 

suggesting that market prices reflect all publicly available information, not just historical 

prices. This implies that all publicly accessible data, such as corporate earnings reports and 

financial statements, are immediately incorporated into market price formation. In the semi-

strong form, markets respond quickly to significant new information, making it impossible 

for investors to engage in trades that would yield higher returns without taking on additional 

risk. (Ross, Westerfield and Jaffe, 2012) 

The strong form represents the most extreme and strict version of the Efficient Market 

Hypothesis. According to this form, market prices reflect all information, including insider 

information that is only accessible to specific market participants. Consequently, in the 

strong form, it can be argued that markets are fully efficient, and no one can gain an 

advantage, even with insider information. In practice, however, this form of efficiency is 

difficult to test and is even considered unlikely, as the use of insider information is possible 

and can lead to significant abnormal returns. (Ross, Westerfield and Jaffe, 2012) 

In this study, the most relevant form of market efficiency is the semi-strong form. When 

investigating the impact of electoral victories and inaugurations on the markets, it is crucial 

to consider how the markets respond to publicly available information, such as polls and 

political forecasts. If markets are semi-strong efficient, the effects of electoral victories and 

inaugurations on market movements should be reflected quickly, as all publicly available 

information, including election results, would already be priced into the market before the 

official announcement. This means that any anticipated outcomes such as poll data could 

already influence market behavior before the formal announcement is made. Consequently, 
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the semi-strong form also provides an explanation for potential significant market reactions 

to unexpected election outcomes. If the election result differs from expectations, markets 

may experience sudden price fluctuations, reflecting the incomplete incorporation of public 

information into market prices before the official result is announced. (Gobran and Bacon, 

2017) 

The Efficient Market Hypothesis has faced significant criticism both theoretically and 

empirically. The theory assumes that markets are always efficient, and that all information 

is immediately reflected in market prices. However, scholars such as Shiller (2003) and 

Malkiel (2003) have demonstrated that markets do not always behave in this way. Behavioral 

economics challenges the assumptions of the Efficient Market Hypothesis, highlighting that 

investors often make irrational decisions and are susceptible to psychological biases, such 

as overconfidence and mass behavior. For example, Shiller (2003) refers to "irrational 

exuberance," which can lead to market bubbles where prices rise speculatively beyond their 

true value. These phenomena help explain how market prices can be influenced by emotional 

factors, which deviate from the assumption of perfect rationality in the Efficient Market 

Hypothesis. 

2.2  Behavioral finance 

Behavioral economics is a subfield of economics that highlights the significance of 

psychological factors in economic decision-making and market behavior. It emerged as a 

reaction to traditional financial theory, particularly challenging the efficient market 

hypothesis' claim of market rationality. According to behavioral economics, individuals' 

decision-making is often influenced by cognitive biases and emotional factors that can 

distort market development. In this context, market prices may diverge from economic 

fundamentals, leading to inefficient markets that do not conform to the predictions of 

conventional economic theory. (Dellavigna, 2009; Shiller, 2003) 

Investors' perceptions of future cash flows and investment risks are key drivers in shaping 

market prices, though these perceptions may not always be fully supported by objective 

facts. While the efficient market hypothesis claims that asset prices incorporate all available 

information, behavioral finance disputes this idea, suggesting that psychological biases and 
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investor sentiment can cause inconsistencies from fundamental values. (Bourghelle et al., 

2023) Behavioral patterns such as underreaction and overreaction to news events are integral 

to this perspective. For instance, investors may initially fail to react fully to an election 

announcement due to conservatism bias, where they are reluctant to revise their beliefs 

considering new information. Alternatively, they may overreact based on the 

representativeness heuristic, where recent trends are assumed to continue indefinitely. 

(Antico, Bottazzi and Giachini, 2023) The market's response to Trump's election results and 

inaugurations is likely influenced not just by rational assessments of policy impacts, but also 

by the prevailing investor sentiment at those times. If investors were optimistic about his 

policies, the market could have initially overreacted, followed by corrections, or conversely, 

the market could have reacted negatively if sentiment was more pessimistic.  

Prospect theory is a subfield of behavioral economics that emphasizes decision-making 

based on changes in wealth relative to a reference point, with a significant influence of loss 

aversion on the choices made. Investors may react differently to gains and losses, which can 

distort market reactions to political changes. The fear of losses can make investors 

particularly sensitive to negative impacts, leading to stronger negative market reactions. For 

instance, if investors fear that Trump’s policies will result in economic difficulties, such as 

stricter regulations, according to prospect theory, this fear may lead to more pronounced 

negative market reactions. A key aspect of prospect theory is also framing, which refers to 

how political announcements are presented. If deregulation is framed as reducing 

bureaucracy, market reactions are more likely to be positive than if the same policy is 

presented as a measure undermining consumer protection. (Ritter, 2003) 

In behavioral economics, investors' illogical behavior is also explained by groupthink and 

herd behavior, which can lead to decision-making without thorough analysis (Bourghelle et 

al., 2023). As previously noted, this can result in excessive market reactions, such as bubbles 

where prices rise rapidly without an economic foundation, or conversely, price declines 

driven by uncertainty and fear. Similar dynamics were discussed by Shiller (2003), who 

argued that word-of-mouth and media help create market bubbles. Groupthink may manifest 

in the context of political or economic events, where investors collectively react sensitively 

to news or rumors, potentially causing exaggerated market responses. For instance, political 
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announcements by Trump may have affected the markets emotionally, as investors might 

respond more to feelings and political trends than to objective economic factors. 

Behavioral finance has faced significant criticism, particularly regarding its predictability 

and subjective nature. While behavioral finance can explain past market phenomena, such 

as overreactions and underreactions, it has been found to be weaker in providing reliable 

forecasts for future events. Ritter (2003) highlights the concept of "model dredging," where 

researchers retrospectively select psychological biases that best explain observed market 

reactions. This can lead to studies that adapt to explain events that have already occurred but 

are unable to offer predictions for new events. Although behavioral finance has enhanced 

the understanding of market volatility and irrational behavior, its application in practical 

economic policy and market speculation remains challenging, as its models are not as 

objective and predictable as traditional economic theories. For this study, the criticism is 

important to be considered, as it highlights the challenges in making reliable forecasts 

concerning market reactions to political events. 
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3  Literature review 

The impact of presidential elections on stock markets has been a significant area of research 

in economics and finance for many years. Elections, particularly presidential elections, 

generate significant political uncertainty, which is reflected in market behaviour. This 

uncertainty can affect stock markets in various ways, such as increased volatility, higher risk 

premiums, or fluctuations in stock prices. This literature review examines the effects of 

political uncertainty on stock market reactions, with a particular focus on presidential 

elections. The review draws on key studies that have explored the impact of political 

uncertainties on market behaviour. 

3.1  Political uncertainty and stock market 

The relationship between political uncertainty, such as presidential elections, and stock 

markets has been explored in the literature through various approaches. Several studies have 

examined the impact of political uncertainty on stock markets, uncovering significant 

connections between elections and market behavior. For example, Pástor and Veronesi, 

(2013) developed a general equilibrium model to analyze stock price reactions to political 

news. According to their findings, political uncertainty creates a risk premium, particularly 

during periods of economic weakness, and may increase stock market volatility. The study 

also suggests that political uncertainty undermines market efficiency, thereby affecting stock 

market pricing. 

Additionally, Baker, Bloom and Davis, (2016) developed a measure of economic policy 

uncertainty based on political uncertainty discussed in news articles. Their research 

demonstrates that political uncertainty reduces investments and increases stock market 

volatility, particularly in sectors where government policies have a significant impact, such 

as the financial sector. This finding is important as it highlights the potential direct influence 

of political events on corporate financial decisions and market prices. Together, these studies 
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highlight how political uncertainty, especially in the context of presidential elections and 

subsequent political changes, can influence stock market behavior. 

3.2  Presidental elections and market reactions 

Presidential elections are particularly interesting in terms of stock market reactions, as they 

can lead to major changes in economic policy. Białkowski, Gottschalk and Wisniewski, 

(2008) examined the effects of elections in 27 OECD countries and found that markets 

experience considerable volatility during election periods. According to their study, political 

events can impact stock market pricing and introduce unpredictable uncertainty, which is 

reflected in fluctuations in stock prices. Similarly, Obradovic and Tomic, (2017) examined 

stock market fluctuations in the United States during elections and identified a significant 

relationship between the two. The impact is particularly strong when the outcome of the 

election is uncertain, and markets are unsure of how the new government will affect 

economic policy and corporate activities. This observation is supported by other studies, 

such as Bittlingmayer (1998) and Boutchkova et al. (2012), which also found a positive 

relationship between political uncertainty and stock market volatility.  

Pástor and Veronesi, (2013) examine the impact of political uncertainty on markets, 

highlighting how uncertainty increases risk premiums and volatility. This is particularly 

relevant in situations like Trump’s 2016 presidential election result, where the political 

agenda significantly deviated from previous administrations. Such uncertainty can lead to 

strong market reactions, especially when Trump’s victory was not fully anticipated in the 

polls. However, as Upadhyaya, Nag and Ejara, (2024) point out, opinion polls themselves 

have no significant effect on stock returns; markets react more to the actual election events. 

This suggests that while opinion polls may create short-term market fluctuations, actual 

election results, such as Trump’s victory, trigger stronger and more lasting reactions, as they 

concretize political changes. 

Previous studies examining Donald Trump’s electoral victories have primarily focused on 

equity market movements and the specific impact of Trump’s election on these market 

reactions. In their analysis Ahmed et al. (2025) investigate Trump’s most recent electoral 

victory, noting that both 2016 and 2024 victories delivered positive and significant market 
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responses. This observation supports the research by Wagner, Zeckhauser and Ziegler, 

(2018), which demonstrates that expectations regarding tax rates significantly influenced 

market reactions following the 2016 election. Additionally, the research of Angelini et al. 

(2018) showed that Trump’s favorable opinions was linked to positive movements in stock 

markets and Treasury bond returns. Ahmed et al. (2025) offer a comparative perspective, 

noting that while the 2024 election also triggered positive market reactions, its impact was 

less pronounced, as the result was more foreseeable. This phenomenon can be partially 

explained by the Efficient Market Hypothesis, which posits that stock prices should reflect 

all available information. 

The outcome of the 2016 election had a significant impact not only on U.S. markets but also 

on international stock markets, providing an interesting basis to further explore the reactions 

of U.S. financial sector stock returns. Yavas, Dedi and Škrinjarić, (2022) found that before 

the 2016 election, U.S. market returns were more correlated with markets in other countries, 

such as Canada, China, Mexico, and Russia, with volatility spillover being observed between 

markets. However, after the election, the influence of U.S. markets on other countries 

weakened significantly, and the markets began to diverge. 

In their study, Chavali, Alam and Rosario, (2020) investigate the impact of Indian elections 

on stock markets, finding that market reactions also vary depending on whether the same 

party has been in power previously. Their study found that markets respond more strongly 

when a new party assumes power for the first time compared to when the same party is re-

elected for a second term, as markets have already adjusted to the previous political 

environment. While the results of this study cannot be directly applied to U.S. presidential 

elections, it suggests that the initial outcome of an election generates greater uncertainty, 

leading to more pronounced market reactions. 
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Table 1. Summary of studies on market reactions to elections 

Article Country Year Event Outcome 

Białkowski, 
Gottschalk and 
Wisniewski 

27 OECD 
countries 2008 

134 elections 
from 1980s to 

2004 
Elevated volatility around 

elections 

Obradovic and 
Tomic The USA 2014 

The 2012 US 
presidential 
election 

Election affected the return 
flow of the observed stocks 

Upadhyaya, 
Nag and Ejara The USA 2024 

The 2016 US 
presidential 
election 

Election polls did not have a 
significant effect on stock 

returns 

Ahmed et al. The USA 2025 

The 2024 US 
presidential 
election 

Significant abnormal returns 
in US equities post-election 
followed by a modest reversal 

Wagner, 
Zeckhauser 
and Ziegler The USA 2018 

The 2016 US 
presidential 
election 

The election affected stock 
prices in different sectors 
differently, depending on 
expectations about tax rates 

Angelini et al. The USA 2018 

The 2016 US 
presidential 
election 

Shifts in Trump’s favorable 
sentiment are associated with 
increases in stock market and 
Treasury bond returns, and a 
decline in gold prices. 

Yavas, Dedi 
and Škrinjarić 

Canada, 
China, 

Mexico and 
Russia 2022 

The 2016 US 
presidential 
election 

Significant co-movement of 
returns with some differences 
before and after elections was 
noted. Evidence of volatility 

spillover was found. 

Chavali, Alam 
and Rosario, India 2020 

Elections held 
in 2014 and 
2019 

The impact on the market 
was stronger when a 

representative takes office for 
the first time, compared to the 

second term. 



14 

The findings of Chavali, Alam and Rosario, (2020) can be used to understand the market 

reactions during Trump’s 2016 election, where the victory was unexpected, and there was 

considerable uncertainty regarding his future policies. By extension, it can be inferred that 

the 2024 election generated less uncertainty, as markets had already adjusted to his political 

agenda and were prepared for potential changes.  

Previous studies show that presidential elections create significant political uncertainty, 

which often increases market volatility and affects stock returns. The findings also suggest 

that market reactions tend to be stronger when a candidate is elected to a leadership position 

for the first time, compared to a re-election. Building on the presented research and theories, 

the following hypotheses can be developed regarding the impact of Trump’s elections and 

inaugurations on stock markets: 

Hypothesis 1: Donald Trump's electoral victories in 2016 and 2024 led to significant 

deviations in the U.S. financial sector stock market prices. 

Hypothesis 2: Market reactions were stronger following Trump's first electoral victory in 

2016 compared to 2024. 

Hypothesis 3: Trump's inaugurations in 2017 and 2025 induced smaller market reactions 

in the financial sector compared to the announcement of his electoral victories in 2016 and 

2024. 
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4  Methodology and data 

This chapter outlines the event study methodology, which forms the methodological 

foundation of this research. The event and estimation windows are first defined, followed by 

the presentation of formulas used in the analysis. Additionally, the chapter reviews the data 

used in the study and explains the rationale behind the selection of the chosen dataset. 

4.1  Event study methodology 

The event study methodology is an effective tool for measuring the impact of economic 

events on corporate stock prices and, consequently, on market value. The core principle of 

this method is grounded in the previously mentioned Efficient Market Hypothesis, which 

posits that markets react rapidly to new information. As a result, the economic effects of 

events are reflected in market prices over a short time frame. Event studies are particularly 

useful when examining events such as mergers and acquisitions, earnings announcements, 

or political changes, where markets may respond swiftly to news. (MacKinlay, 1997) 

The first step in conducting an event study is to define the economic event under 

investigation and select an appropriate time frame, referred to as the event window. The 

event window encompasses several days before and after the event to enable a 

comprehensive analysis of market reactions. It is crucial for the event window to be long 

enough, as markets may react to the event before its official announcement or only after it 

has taken place. In addition to the event window, an estimation window must also be defined 

to estimate normal returns. The estimation window should be a stable period preceding the 

event window to ensure that normal returns can be calculated without interference from other 

factors. (MacKinlay, 1997) 
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  Figure 1. Timeline for an event study (MacKinlay, 1997) 

 

The above figure illustrates the event study timeline, where time zero represents the event 

of interest. The period from T0 to T1 is used to estimate normal returns prior to the event, 

while the event window from T1 to T2 measures the abnormal returns during the event. The 

post-event window from T2 to T3 examines the potential effects and changes following the 

event; however, these are not addressed in the present study. 

4.1.1  Establishing the event and estimation periods 

A key component of event studies is the definition of the event window and estimation 

window, which determine the period of data used to assess the impact of the event. This 

study focuses on four events related to the U.S. presidential elections, specifically those 

associated with Donald Trump's presidencies. To conduct the analysis, we adopt the 

commonly used event window, which spans 10 days before the event and 10 days after it. 

The selection of this event window is based on the premise that markets may react to the 

event both prior to and following its official announcement. (Vaihekoski, 2022) 

 

The chosen estimation window is 250 trading days long, starting from t-261 and ending at t-

11, just prior to the beginning of the event window. This selection is based on the need to 

determine the normal behavior of the market before the event and assess its impact. The 

selected time period provides a sufficiently long duration to reliably estimate the market's 

normal returns, which will later serve as a benchmark for analyzing deviations following the 

event. The length of the estimation window also ensures that the assessment of normal 

behavior is not overly sensitive to short-term disturbances. (MacKinlay, 1997) 
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The data in this study is limited to trading days, meaning that only those days when the stock 

market was open are included. This restriction excludes weekends and holidays when the 

market is closed, ensuring that the analysis is based solely on days when the market was 

actively trading. If an event occurred on a day when the market was closed, the following 

trading day is considered the event day to allow for an accurate assessment of market 

reactions. 

Figure 2. Timeline of the events 
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4.1.2  Calculation of the normal and abnormal returns 

In event studies, normal returns can be calculated using various methods, such as the mean-

adjusted model, the market-adjusted model, or the market model. The mean-adjusted model 

estimates normal returns based on the average daily return of a stock over a predetermined 

period, typically around 180 trading days prior to the event. In contrast, the market-adjusted 

model calculates normal returns by using the market return instead of the stock's return. This 

model often utilizes a market index, such as the S&P 500, which represents the overall 

market return and serves as a benchmark for the stock's normal return. Among these 

methods, the market model is the most complex, as it incorporates the risk relationship 

between the stock and the market. As a result, the market model offers the most accurate 

estimate of the stock's normal behavior, considering both market movements and the stock's 

risk profile. (Wells, 2004) This thesis employs the market model, which, as described by 

MacKinlay (1997) is:  

(1) 

𝑅!" = 𝛼! + 𝛽!𝑅#" + 𝜀!" 

(𝜀!" = 0) 𝑣𝑎𝑟(𝜀!") = 𝜎$% 

Where Rit represents the return of i during period t, and Rmt is the market return during the 

same period. ℰit is the error term, which captures random disturbances and has an expected 

value of zero. In this model, the error term can be considered as the abnormal return, which 

will hereafter be referred as 𝐴𝑅!". The parameters in the model, such as, 𝛼i, 𝛽i and 𝜎$!%  define 

the relationship between the stock and the market, as well as the variability of the error term. 

Since the abnormal return is calculated by subtracting the normal return from the actual 

return, the market model can be written as follows: 

(2) 

𝐴𝑅!" = 𝑅!" − 𝛼! − 𝛽!𝑅#" 

Where 𝐴𝑅!"	represents the abnormal return and 𝑅!" is the actual return of the stock during 

period t. Calculating abnormal returns is a central component of event studies, as it enables 
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the assessment of the event's impact on stock returns relative to the normally expected 

returns. 

After calculating the normal and abnormal returns, we aggregate the abnormal returns to 

obtain the cumulative abnormal returns (CAR). The calculation of cumulative abnormal 

returns enables the assessment of the event's impact on stock returns over a longer period. 

CAR is calculated as the sum of all abnormal returns of the stock over a specific period. 

Therefore, the cumulative abnormal returns can be calculated using the following formula 

(MacKinlay, 1997):  

(3) 

CAR&(𝑡!𝑡%) = Σ"'"!
"" 𝐴𝑅!"

Where 𝐴𝑅!" represents abnormal returns, 𝑡( is the beginning of the observation period, and 

𝑡% is the end of the observation period. 

4.1.3  Statistical significance 

This study follows the method presented by Vaihekoski (2022) and MacKinlay (1997) to 

test the statistical significance of cumulative abnormal returns. The following formula is 

used to examine whether the cumulative abnormal returns are statistically significant: 

(4) 

𝐽( =
𝐶𝐴𝑅	(𝑡(,𝑡%)
9𝜎%(𝑡(, 𝑡%)

Where J1 is the test static, 𝐶𝐴𝑅(𝑡(, 𝑡%) represents the cumulative abnormal returns from day 

t1 to day t2, and 𝜎% is the variance (MacKinlay, 1997; Vaihekoski, 2022). The null hypothesis 

of the test posits that the cumulative abnormal returns are equal to zero.  
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4.1.4  Data 

The data collected for this study consists of daily price information gathered from the S&P 

500 Financials index and the S&P 500 index, with the latter being used as a benchmark for 

the overall market. The time frame for the data extends from 2015 to early 2025, 

encompassing the political events under investigation, such as Donald Trump’s election 

result announcements and inauguration dates.  The data has been collected daily from the 

Barchart.com website, but it is limited to stock market trading days. In cases where data was 

missing due to the stock market being closed, the values from the next trading day have been 

used as replacements. This approach ensures data continuity and allows for more accurate 

results in the analysis. 

The indices are used in this study as portfolios, enabling an analysis of how the entire 

financial sector has reacted to selected events in relation to the overall market development. 

The S&P 500 Financials index represents the U.S. financial sector stocks, while the S&P 

500 consists of the 500 largest and most traded U.S. companies across various industries. By 

comparing these indices, we can gain insights into the differences between sectors and how 

sensitive the financial sector is to the election of a new president. 

The risk-free rate employed in this study is the U.S. 10-year Treasury bond yield. This 

selection is grounded in the notion that corporate investment strategies are often long-term 

projects, so using a longer-term risk-free rate provides a realistic and reliable benchmark 

(Pratt and Grabowski, 2014). The U.S. 10-year Treasury bond yield provides a stable and 

appropriate reference for determining the risk-free return and is well-suited for analyzing 

market reactions in the context of this study. 
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Table 2. Daily returns of S&P 500 and S&P 500 Financials from 28.10.2015 – 3.1.2017 

Table 3. Daily returns of S&P 500 and S&P 500 Financials from 24.10.2023 – 4.2.2025 
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5  Results 

This chapter presents the empirical results of the study. Each event is discussed individually, 

focusing on the abnormal returns they have caused during the previously defined event 

window of -10 days and +10 days around the event. Additionally, we examine the 

cumulative abnormal returns generated by each event and assess their statistical significance. 

5.1  Trump’s first election victory on 8.11.2016 

Donald Trump was elected as the President of the United States for the first time on 

November 8, 2016. Table 4 presents the abnormal returns observed on individual days 10 

days before and after the election victory. The table shows that the financial sector reacted 

unevenly to the event, with no statistically significant abnormal returns observed on most 

days within the event window. However, two days after the event day, the positive abnormal 

returns appear to be significant at the 10% risk level. This suggests that the market reaction 

to Trump’s election was not immediate but emerged shortly after the event. 

Table 4. Abnormal returns during the first election victory 

Significance level: ***10% 

t AR t-ratio p-value
-10 0,0737 0,8340 0,5575
-9 0,1644 1,8603 0,3140
-8 0,1239 1,4024 0,3943
-7 -0,0134 -0,1517 0,9042
-6 -0,0241 -0,2732 0,8302
-5 0,0832 0,9417 0,5191
-4 0,0260 0,2942 0,8179
-3 0,1260 1,4261 0,3893
-2 -0,0184 -0,2080 0,8694
-1 -0,0216 -0,2447 0,8472
0 -0,0763 -0,8636 0,5465
1 0,5898 6,6742 0,0947***
2 0,7261 8,2168 0,0771***
3 0,0966 1,0934 0,4716
4 0,5357 6,0627 0,1041
5 -0,1968 -2,2272 0,2687
6 -0,2787 -3,1540 0,1955
7 0,1899 2,1492 0,2772
8 0,0609 0,6896 0,6157
9 -0,0978 -1,1069 0,4677

10 -0,0399 -0,4514 0,7301
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By analyzing cumulative abnormal returns from table 5, we obtain a clearer picture of the 

reactions in the financial sector to Trump's election victory. In all observed time periods, the 

cumulative abnormal returns are positive and statistically significant at the 1% risk level, 

indicating a strong and optimistic market reaction. During the periods [-10,-1] and [-5,-1], 

the magnitude of the cumulative abnormal returns and the low p-values suggest that the 

market anticipated the outcome and began reacting even before the official results were 

announced. At the time of the event, the market reaction was positive but not as strong. 

However, in the days following the event, cumulative returns continued to rise while p-

values remain low, indicating that the market response extended beyond the event day. This 

likely reflects investor expectations about future economic policies and their anticipated 

impact on the financial sector. 

Table 5. Cumulative abnormal returns during the first election victory 

 Significance level: *1% 

5.2  Trump’s first inauguration on 20.1.2017 

Following Donald Trump's first election victory, the inauguration and transfer of presidential 

power took place on January 20, 2017. When examining the financial sector's reactions, a 

clear difference in the intensity of the events can be observed, with the inauguration not 

shaking the markets as dramatically. Table 6 presents the abnormal returns following the 

inauguration daily within the event window. At the time of the event (t=0), the abnormal 

returns were -0.0861 with a p-value of 0.5081, indicating that the markets did not experience 

an immediate or significant impact on the day of the inauguration. However, a delayed 

response is observed, as the abnormal returns turn positive and statistically significant at the 

[t1,t2] CAR Variance J1 p-value
[-10,-1] 3,8090 0,07809 13,6306 <0,001*
[-5,-1] 2,4621 0,03904 12,4602 <0,001*
[-1,+1] 0,4919 0,02343 3,2135 <0,001*
[0,0] 0,4434 0,00781 5,0175 <0,001*
[0,+1] 1,4766 0,01562 11,8152 <0,001*
[+1,+5] 9,2349 0,03904 46,7357 0*
[+1,+10] 19,5225 0,07809 69,8616 0*
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10% risk level in the days following the event. This suggests that while the inauguration did 

not trigger an instant reaction, markets may have started pricing in expectations and potential 

policy changes from the new administration in the days that followed. 

Table 6. Abnormal returns during the first inauguration 

Significance level: ***10% 

When examining the cumulative abnormal returns from table 7 we can observe gradual, 

longer-term market reaction to the inauguration. While the reaction was in the same direction 

as the post-election fluctuations, its intensity was neither as strong nor as immediate. The 

cumulative abnormal returns increased significantly during the periods [+1,+5] and 

[+1,+10], and their p-values dropped to zero, indicating the growing strength of the reactions 

over time. This development can be attributed to the fact that the political changes associated 

with the transfer of power became more significant and concrete over time. The impact of 

the inauguration was also more moderate than the election victory, as the inauguration was 

a formal political event that merely validated a previously known situation without 

introducing significant new uncertainties. 

t AR t-ratio p-value
-10 0,0630 0,7124 0,6059
-9 0,1539 1,7415 0,3318
-8 0,1133 1,2820 0,4217
-7 -0,0241 -0,2722 0,8308
-6 -0,0344 -0,3897 0,7634
-5 0,0721 0,8161 0,5642
-4 0,0149 0,1691 0,8934
-3 0,1152 1,3038 0,4165
-2 -0,0289 -0,3266 0,7990
-1 -0,0293 -0,3317 0,7961
0 -0,0861 -0,9748 0,5081
1 0,5808 6,5724 0,0961***
2 0,7161 8,1026 0,0782***
3 0,0862 0,9750 0,5080
4 0,5255 5,9458 0,1061
5 -0,2062 -2,3332 0,2578
6 -0,2892 -3,2724 0,1888
7 0,1802 2,0392 0,2903
8 0,0504 0,5699 0,6702
9 -0,1072 -1,2129 0,4389

10 -0,0499 -0,5647 0,6727
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Table 7. Cumulative abnormal returns during the first inauguration 

 Significance level: *1% 

5.3  Trump’s second election victory on 5.11.2024 

In the 2024 presidential election, Donald Trump was re-elected as President of the United 

States on November 5, 2024. Initially, it could be assumed that the financial sector would 

react more moderately to this outcome, as society already has prior experience with how 

Trump behaves as president. On the other hand, the global conditions in 2024 differed 

significantly from previous years, especially considering the impact of the war in Ukraine. 

As a result, the election of a new strong leader may have caused stronger market 

fluctuations. 

Looking at the market reactions in the financial sector from table 8, abnormal returns show 

that Trump's victory, in this second round, sparked both positive and negative reactions on 

different days. On the event day (t=0), the abnormal return was -0.0587 with a p-value 

of 0.1997, indicating that the election result did not have an immediate or 

statistically significant impact on the market. However, already one day before the 

event (t=-1), a positive abnormal return was observed, with significance at the 10% risk 

level. This suggests an anticipatory reaction by the market regarding the expected election 

outcome. The positive trend continues in the days following the event, with abnormal 

returns being statistically significant at either the 5% or 10% risk level. This indicates 

that the election result had a 

[t1,t2] CAR Variance J1 p-value
[-10,-1] 3,2250 0,07810 11,5400 <0,001*
[-5,-1] 2,0373 0,03905 10,3097 <0,001*
[-1,+1] 1,6558 0,02343 10,8177 <0,001*
[0,0] 0,3296 0,00781 3,7299 <0,001*
[0,+1] 1,2401 0,01562 9,9222 <0,001*
[+1,+5] 8,5197 0,03905 43,1138 0*
[+1,+10] 17,8412 0,07810 63,8408 0*
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lasting positive impact on the financial markets, with pricing adjustments beginning even 

before the official announcement. 

Table 8.  Abnormal returns during the second election victory 

Significance level: ***10%, **5% 

The cumulative abnormal returns in table 9 further support this observation. Already 

during the period [-1,+1], a statistically significant cumulative abnormal return is 

observed, indicating that the market reacted to the election result in the days 

surrounding the announcement. However, the event day itself did not trigger 

statistically significant reactions, contrary to expectations. Following the announcement, 

during the period [+1,+5], cumulative abnormal returns increased significantly to 7.6385, 

with a low p-value, indicating a rapid and strong positive market reaction. Over the 

longer term, the cumulative returns continued to rise, and the p-value remained very 

small, suggesting that the market continued to react more strongly after the announcement 

of the election result. This phenomenon could be attributed to global factors and 

geopolitical tensions, which increased uncertainty in the markets. Although Trump's 

policies and administration were already familiar to the markets, these factors may have 

influenced the strength and direction of the market reactions.  

t AR t-ratio p-value

-10 -0,0043 -0,2232 0,8602
-9 0,1126 5,9103 0,1067
-8 0,0565 2,9639 0,2072
-7 -0,0823 -4,3185 0,1449
-6 -0,0555 -2,9117 0,2106
-5 -0,0316 -1,6600 0,3452
-4 -0,0850 -4,4621 0,1404
-3 0,0415 2,1798 0,2738
-2 -0,0687 -3,6055 0,1722
-1 0,2217 11,6341 0,0546***
0 -0,0587 -3,0827 0,1997
1 0,6997 36,7219 0,0173**
2 0,7212 37,8515 0,0168**
3 0,0490 2,5697 0,2363
4 0,5045 26,4776 0,0240**
5 -0,1312 -6,8866 0,0918***
6 -0,3289 -17,2601 0,0368**
7 0,2201 11,5529 0,0550***
8 0,0004 0,0196 0,9875
9 -0,0317 -1,6626 0,3447

10 -0,0416 -2,1855 0,2732
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Table 9. Cumulative abnormal returns during the second election victory 

          Significance level: *1% 

5.4. Trump’s second inauguration on 20.1.2025 

After the 2024 elections, Donald Trump officially took office on January 20, 2025. 

Analyzing the impact of the inauguration from table 10 it is evident that it triggered a 

stronger market reaction compared to his election victory. On the day of the event, the 

abnormal returns were -0.0515 with a p-value of 0.2048, suggesting that the immediate 

response was not statistically significant. However, it is worth noting that one day prior to 

the inauguration (t=-1), a positive and statistically significant abnormal return was 

observed at the 10% risk level, indicating a potential anticipatory market response to the 

upcoming transfer of power. In the days following the inauguration, abnormal returns in 

the financial sector became both positive and statistically significant on several days, 

indicating that the impact strengthened over time. 

[t1,t2] CAR Variance J1 p-value
[-10,-1] 0,2245 0,19053 0,5144 0,3035
[-5,-1] -0,1540 0,09526 -0,4989 0,3089
[-1,+1] 0,8970 0,05716 3,7517 <0,001*
[0,0] 0,0462 0,01905 0,3346 0,3690
[0,+1] 0,7920 0,03811 4,0574 0,001*
[+1,+5] 7,6385 0,09526 24,7483 <0,001*
[+1,+10] 16,2171 0,19053 37,1529 0,001*
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Table 10. Abnormal returns during the second inauguration 

Significance level: ***10%, **5% 

Looking at the cumulative abnormal returns from table 11, it can be observed that, like 

the election victory, the inauguration also triggered positive reactions, which strengthened 

over time. Days before the event, statistically significant cumulative values are 

observed, indicating an anticipatory reaction by the market. Additionally, during the 

period [-1,+1], the return is statistically significant at the 1% risk level, highlighting that 

the market clearly reacted around the time of the event. Over the period [+1,+5], 

cumulative abnormal returns increased to over 8, with the p-value remaining near zero, 

meaning that the market reacted strongly and statistically significantly. Later, the returns 

continued to rise, and the p-value remained very small, suggesting that the financial sector 

continued to react strongly to the event. This can be attributed to the fact that the 

inauguration was an expected formal event, but its political and economic impacts began to 

materialize only over the longer term. 

t AR t-ratio p-value

-10 0,0114 0,6627 0,6274
-9 0,1259 7,3378 0,0862***
-8 0,0712 4,1472 0,1506
-7 -0,0674 -3,9301 0,1586
-6 -0,0439 -2,5608 0,2370
-5 -0,0128 -0,7433 0,5931
-4 -0,0665 -3,8737 0,1608
-3 0,0577 3,3640 0,1839
-2 -0,0555 -3,2337 0,1909
-1 0,2090 12,1803 0,0521***
0 -0,0515 -3,0011 0,2048
1 0,6988 40,7151 0,0156**
2 0,7304 42,5573 0,0150**
3 0,0619 3,6081 0,1721
4 0,5160 30,0655 0,0212**
5 -0,1282 -7,4701 0,0847***
6 -0,3157 -18,3932 0,0346**
7 0,2262 13,1819 0,0482**
8 0,0145 0,8432 0,5540
9 -0,0287 -1,6734 0,3429

10 -0,0327 -1,9060 0,3076
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Table 11. Cumulative abnormal returns during the second inauguration 

           Significance level: ***10%, *1% 

6  Conclusions 

The aim of the study was to examine how the U.S. financial sector responded to the 

presidential election and inauguration of Donald Trump in different years. The results show 

that the reactions to the elections and inaugurations were similar within each presidential 

term, but differences emerge when comparing Trump’s first and second terms. In this 

section, we summarize the findings by comparing the different years and providing answers 

to the research questions. 

When comparing the market reactions of the financial sector to the election victories of 2016 

and 2024, it is proven that the 2016 event caused stronger reactions in the financial market. 

This can be attributed to several factors, with market uncertainty and fear surrounding 

unpredictable politics likely being the major contributors to the market volatility. However, 

in 2024, the situation was different as Trump had already served as president, and the 

markets had experienced his leadership style before. These observations support the first and 

second hypotheses, indicating that market reactions were significant during both terms, but 

stronger in 2016. 

A noteworthy aspect of Trump’s second presidential term is that the markets began pricing 

the effects of the election outcome before the official announcement. A statistically 

[t1,t2] CAR Variance J1 p-value
[-10,-1] 1,0222 0,17162 2,4676 0,0068*
[-5,-1] 0,4270 0,08581 1,4575 0,0725***
[-1,+1] 1,2831 0,05149 5,6548 <0,001*
[0,0] 0,1776 0,01716 1,3558 0,0876***
[0,+1] 1,0540 0,03432 5,6890 <0,001*
[+1,+5] 8,3930 0,08581 28,6513 <0,001*
[+1,+10] 17,9552 0,17162 43,3414 0*
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significant positive abnormal return was observed on the day prior to the election (t = -1), 

suggesting a positive, anticipatory reaction from the financial sector. This may reflect 

investors’ familiarity with the market impacts of Trump’s policies and perhaps a degree of 

dissatisfaction with the preceding administration. 

At the time of the 2024 election, geopolitical tensions and global uncertainty are also 

important to take into consideration, as they may have amplified market sensitivity and 

influenced investor attitudes toward leadership changes. Trump's second-term policies were 

marked by more aggressive and less predictable approaches compared to his first term, 

challenging the assumption that his political approach had become familiar to the markets. 

Also, public figures such as Elon Musk, who played an active role in both economic and 

political discussion, may have shaped market expectations in advance. Additionally, the 

increasing influence of social media likely accelerated market reactions, allowing responses 

to form even before official outcomes were announced. 

The market reactions to the inaugurations follow a similar pattern to those mentioned earlier, 

and differences can be observed between the first and second term. During Trump’s first 

term, the inauguration generated more moderate market reactions compared to the election 

victory, which supports hypothesis 3. This can be partly explained by the fact that the 2016 

election result came as a surprise to many investors and created significant political 

uncertainty, leading to strong market movements immediately after the announcement. By 

the time of the inauguration, the markets had already partially priced in the expected impacts 

of the upcoming administration, which led to weaker market reactions. 

During Trump’s second term, the inauguration triggered a stronger market reaction than the 

election itself, challenging the validity of hypothesis 3. The more complex market response 

during Trump’s second term may be attributed to geopolitical tensions and increased 

economic uncertainty, both of which likely made markets more sensitive to political 

developments. Furthermore, the anticipation of a more aggressive and unpredictable 

leadership style during his second term may have affected markets reactions around the time 

of the inauguration. 

Based on the results, the following answers to the research questions were found: 
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1. How did the U.S. financial sector stock markets react to Donald Trump's election

result announcements in 2016 and 2024?

à The financial sector reacted positively to both election victories, but the reactions were

stronger in 2016.

2. How did Donald Trump's inaugurations in 2017 and 2025 affect stock returns in the

U.S. financial sector?

à The 2017 inauguration triggered more moderate reactions compared to the election

victory. In contrast, the 2025 inauguration caused a stronger reaction than the election

itself.

3. How do stock returns in the U.S. financial sector differ between Trump's election

result announcements and inauguration days across different years?

à  During the first term, the election victory led to stronger reactions than the inauguration.

During the second term, the inauguration triggered stronger reactions than the election

victory.

In summary, it can be stated that Trump’s first election victory and inauguration caused more 

market volatility than his second term. In both terms, the financial sector reacted positively 

to Trump, which also supports the findings of Ahmed et al. (2025) who suggested that the 

reception of the new president in the equity markets was positive. The results also support 

the research by Chavali, Alam and Rosario, (2020) which examines how market reactions 

vary depending on whether the candidate is elected for the first time or not. As previous 

studies have shown, market volatility is greater during periods of uncertainty (Białkowski, 

Gottschalk and Wisniewski, 2008; Bittlingmayer, 1998; Boutchkova et al., 2012; Obradovic 

and Tomic, 2017). 

When the results are viewed from a practical perspective, they indicate that the actors in 

financial sector can benefit from the anticipatory analysis of political events by including 

them into for example in investment strategies. Presidential elections and inaugurations can 

act as factors that either increase market uncertainty or strengthen confidence in future 

economic policy. These factors have a direct impact on stock pricing, interest rate 

expectations, and investors’ willingness to take risks. Based on the findings, it can be said 
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that in the context of major political events, it is essential to consider not only the events 

themselves but also the markets’ anticipatory behavior.  

The study successfully revealed the impact of Trump’s election victories and inaugurations 

on stock returns in the U.S. financial sector, but it is important to recognize its limitations. 

Although the event study and analysis were conducted systematically, the focus on only one 

sector and the use of index-level portfolio data limit the ability to analyze individual 

companies. Furthermore, the study did not take into account other geopolitical or 

macroeconomic factors that may have significantly influenced market reactions. These 

aspects weaken the reliability of the study and the generalizability of its findings to broader 

market environments. Therefore, further research on the topic would be beneficial to achieve 

a deeper and more comprehensive understanding of the effects of such events on markets. 

For further studies, the topic could be explored by expanding the scope of the research and 

considering a wider range of factors that may influence market reactions to political events. 

Future research could also examine how market reactions differ across various economic 

regions and sectors, particularly at a global level. Additionally, the study could be extended 

by looking at longer time horizons, which may reveal potential lagged effects. Alternatively, 

the research approach could be adjusted by not using indices as portfolios, instead focusing 

on the reactions of individual stocks or other investment assets to political events. 
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Artificial intelligence 

Artificial intelligence has been used in the study to maintain the language style and ensure 

the quality of the text. 




