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Consequences of a Tight Election

At the time of this writing, NBC news is projecting a Republican House with 221 members in
the caucus, while the Senate control remains unknown. Another runoff for the Georgia Senate seat looks
likely. Either way, this was no wave election, but a continuation of a divided electorate.

Financial markets like the resolution of elections, because it reduces potential volatility. Once
markets know who won, positions can shift toward sectors that will have an advantage, while financial
securities can adapt to potential changes in tax policy.

Republicans will have a very slim majority in the House of Representatives. Defense stocks
will likely benefit, as the party will have more leverage in negotiating higher defense spending over the
next two years and is the most likely beneficiary. However, gridlock could potentially force continuing
budget resolutions that would delay increases in spending.

Such a tight majority does come with issues. A narrow majority would be more dependent on
fringe members of the party that would make debt ceiling negotiations riskier. The Debt Ceiling Crisis
of 2011 was caused when an impasse between the two parties on budget cuts almost caused the United
States to default on its debt. The debt ceiling will have to be voted on within the next year and again we
have the potential for market disruption. Equity markets declined 19% during the 2011 crisis and this is
a potential headwind.

A tight Republican majority in the House also makes it unlikely that spending will be used to
ease the effects of a recession. Depending on what financial measures one looks at, the probability of a
recession in 2023 is slightly above 50%. If a recession were to occur, do not look for much support from
Congress, as the government has laid out trillions of dollars in deficit spending over the past years

We have and will continue to adjust investment positions to take into account the changing en-
vironment and volatility level.

Please remember that past performance is no guarantee of future results. Different types of investments involve varying degrees of risk, and there can be
no assurance that the future performance of any specific investment, investment strategy, or product (including the investments and/or investment strate-
gies recommended or undertaken by Valicenti Advisory Services, Inc. [“Valicenti]), or any non-investment related content, made reference to directly or
indirectly in this commentary will be profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or indi-
vidual situation, or prove successful. Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be
reflective of current opinions or positions. Moreover, you should not assume that any discussion or information contained in this commentary serves as
the receipt of, or as a substitute for, personalized investment advice from Valicenti. Valicenti is neither a law firm, nor a certified public accounting firm,
and no portion of the commentary content should be construed as legal or accounting advice. A copy of the Valicenti’s current written disclosure Bro-
chure discussing our advisory services and fees continues to remain available upon request or at www.valicenti.com. Please Remember: If you are a
Valicenti client, please contact Valicenti, in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose
of reviewing/evaluating/revising our previous recommendations and/or services, or if you would like to impose, add, or to modify any reasonable re-
strictions to our investment advisory services. Unless, and until, you notify us, in writing, to the contrary, we shall continue to provide services as we do
currently. Please Also Remember to advise us if you have not been receiving account statements (at least quarterly) from the account custodian. Histori-
cal performance results for investment indices, benchmarks, and/or categories have been provided for general informational/comparison purposes only,
and generally do not reflect the deduction of transaction and/or custodial charges, the deduction of an investment management fee, nor the impact of
taxes, the incurrence of which would have the effect of decreasing historical performance results. It should not be assumed that your Valicenti account
holdings correspond directly to any comparative indices or categories. Please Also Note: (1) performance results do not reflect the impact of taxes; (2)
comparative benchmarks/indices may be more or less volatile than your Valicenti accounts; and, (3) a description of each comparative benchmark/index
is available upon request. *Please Note: Ranking Limitations. Neither rankings nor recognitions by unaffiliated rating services, publications, media, or
other organizations, nor the achievement of any professional designation, certification, degree, or license, membership in any professional organization,
or any amount of prior experience or success, should be construed by a client or prospective client as a guarantee that the client will experience a certain
level of results if the investment professional or the investment professional’s firm is engaged, or continues to be engaged, to provide investment adviso-
ry services. A fee was not paid by either the investment professional or the investment professional’s firm to receive the ranking. The ranking is based
upon specific criteria and methodology (see ranking criteria/methodology). No ranking or recognition should be construed as an endorsement by any past
or current client of the investment professional or the investment professional’s firm. ANY QUESTIONS: Valicenti’s Chief Compliance Officer re-
mains available to address any questions regarding rankings and/or recognitions, including the criteria used for any reflected ranking.



