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Last week, we explored how the midterms could affect individual sectors, even if divided government limited

broad policy changes. Democrats have now won both chambers of Congress, with gains larger than anticipated,
while victories in governors’ races could also influence business investment at the state level. President Trump’s
veto remains an important constraint, but the new congressional majorities will have greater influence over
spending, oversight, and presidential appointments. For investors, the question is how such political leverage
translates into policies that affect businesses — and when those changes might occur. Building on last week’s
article, Brian Gardner’s latest analysis, and our November 4 post-election webinar, in this Sight|Lines we
examine what has changed and what still holds, the decisions facing the outgoing Congress, and the policy
priorities likely to shape the next two years. We also consider why an initial market reaction may differ from the
longer-term implications for individual investments.

THE TAKEAWAY: DEMOCRATS GAIN POLICY LEVERAGE, BUT LIMITS REMAIN

The Democratic sweep changes policy priorities and strengthens congressional influence, but presidential powers
and legislative hurdles limit broader federal changes. In summary:

» Democrats’ gains in Congress and key governors’ races extend their policy influence beyond DC.

» Presidential powers and legislative hurdles will limit broad federal policy changes, so divided government
continues.

* Senate control gives Democrats greater influence over presidential appointments, while congressional
committees are expected to step up oversight.

* The outgoing “lame-duck” Congress’s funding and nomination decisions could shape the policy agenda
before the new majorities take office.

» Budget and debt ceiling negotiations could produce compromise but not improve our fiscal trajectory.
* Drug pricing, credit card rates, and clean energy tax incentives may be areas of bipartisan agreement.

 State and local decisions could place further constraining conditions on data center development, with such
effects varying by location and project.

» Post-election swings reinforce the need to assess longer-term implications for individual investments.


http://www.stifel.com/Newsletters/AdGraphics/InSight/Sightlines/2026/SL103026.pdf
http://www.stifel.com/Newsletters/AdGraphics/InSight/Potomac-Perspectives/2026/PP_110426.pdf
https://vimeo.com/stifel/insights-midterm-elections-after-the-vote?share=copy
https://omny.fm/shows/stifel-sightlines/a-democratic-sweep-what-it-means-for-policy-and-investors
https://vimeo.com/stifel/sightlines-110626?share=copy

IN-DEPTH: DEMOCRATS GAIN GREATER POLICY LEVERAGE, BUT IMPORTANT LIMITS REMAIN

The Democratic sweep changes policy priorities and strengthens congressional influence over spending, oversight, and appointments,
but presidential powers and legislative hurdles will continue to limit broader federal changes. Going deeper:
» Democratic gains will extend policy influence across both Congress and state governments:
o Democrats won both chambers, with Senate gains in what have been traditionally Republican strongholds.
0 Gubernatorial victories in Texas and Ohio create additional avenues for potential policy change.
* We remain in divided government, as presidential powers and Senate voting rules will constrain major policy changes:
o Overriding a presidential veto requires a two-thirds vote in each chamber.
o Ending debate on most legislation generally requires 60 Senate votes.
 For Democrats, Senate control expands influence over appointments, while committee leadership strengthens oversight:
o The Senate confirms cabinet officials, federal judges, and Supreme Court justices.
o New committee chairs can use hearings and subpoenas to launch investigations.
* The outgoing “lame-duck” Congress will likely prioritize nominations and extend the funding deadline:
o Current government funding expires December 11, before the new Congress arrives January 3.
0 But note, a nomination push could well leave less time for crypto legislation or permitting reform.
» Budget negotiations are expected to result in targeted concessions, but we see no improvement in our fiscal trajectory:
o Funding extensions and debt ceiling legislation will give Democrats leverage to pursue concessions.
o Compromises that restore spending without offsets would add to borrowing rather than reduce deficits.
* We may see bipartisan agreements in areas like drug pricing, credit card rates, and clean energy credits:
o Trump has previously supported credit card interest caps, creating a possible opening for compromise.
0 Restoring clean energy credits cut under the 2025 tax law could lower related project costs.
» Democratic gains at the state and local level could mean more limits on data center development:
0 Zoning, water permits, grid connections, and tax incentives will determine project feasibility.
o New restrictions may affect new projects differently from those already under construction.
* Sharp market swings may be signaling changing expectations, but uncertainty remains going forward:
0 Wednesday’s rally was followed by a broad Thursday selloff, with technology leading the declines.
o Aslowdown in data center construction could reduce demand for chips and equipment while potentially raising prices for
computing services.

WHAT WE THINK

The Democratic sweep gives us reason to revisit what has changed and what still holds for policy and investors. Presidential powers and
legislative hurdles remain, but the new congressional majorities will have greater influence over spending, oversight, and appointments.
Forinvestors, that political leverage is not the same as policy changes that can realistically be implemented, and the timing and details
will matter. An initial market reaction may also differ from the longer-term implications for individual investments. Thorough work on
each company’s policy exposure, fundamentals, valuation, and risks remains important, and we will continue that work as the new
agenda takes shape.
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The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us and is not a
complete summary or statement of all available data, nor is it considered an offer to buy or sell any securities referred to herein. Opinions
expressed are subject to change without notice and do not take into account the particular investment objectives, financial situation,

or needs of individual investors. There is no guarantee that the figures or opinions forecasted in this report will be realized or achieved.
Employees of Stifel, Nicolaus & Company, Incorporated or its affiliates may, at times, release written or oral commentary, technical
analysis, or trading strategies that differ from the opinions expressed within. Past performance is no guarantee of future results. Indices
are unmanaged, do not reflect fees or expenses, and you cannot invest directly in an index.

Asset allocation and diversification do not ensure a profit and may not protect against loss. There are special considerations associated
with international investing, including the risk of currency fluctuations and political and economic events. Investing in emerging markets
may involve greater risk and volatility than investing in more developed countries. Due to their narrow focus, sector-based investments
typically exhibit greater volatility. Small company stocks are typically more volatile and carry additional risks, since smaller companies
generally are not as well established as larger companies. Property values can fall due to environmental, economic, or other reasons, and
changes in interest rates can negatively impact the performance of real estate companies. When investing in bonds, it is important to
note that as interest rates rise, bond prices will fall. The Standard & Poor’s 500 Index is a capitalization-weighted index that is generally
considered representative of the U.S. large capitalization market. The Bloomberg software Index is a price-weighted index of software
companies located or doing significant business in the Silicon Valley. The Bloomberg 500 Financials Total Return Index tracks the financial
sector within Bloomberg 500 Universe. This index includes 87 constituent companies spanning various financial services sectors. The Dow
Jones Industrial Average (DJIA) is a price-weighted average of 30 significant stocks traded on the New York Stock Exchange (NYSE) and the
NASDAQ. The DJIA was invented by Charles Dow back in 1896. The MSCI EAFE Index (Europe, Australasia, and the Far East) is a free float-
adjusted market capitalization index that is designed to measure the equity market performance of developed markets, excluding the U.S.
and Canada. VIX is a trademarked ticker symbol for the Chicago Board Options Exchange Market Volatility Index, a popular measure of the
implied volatility of S&P 500 index options. The risk of loss in trading commodities and futures can be substantial. You should therefore
carefully consider whether such trading is suitable for you in light of your financial condition. The high degree of leverage that is often
obtainable in commodity trading can work against you as well as for you. The use of leverage can lead to large losses as well as gains.
Volatility is measured by calculating the standard deviation of the annualized returns over a given period of time. Core PCE is the PCE
Price Index excluding volatile food and energy prices, revealing underlying inflation trends.
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