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Dear Friends, 
 
Recessions Have Greeted Every Republican President Since Eisenhower 
 
Since 1952 (65 years), Republican Presidents Eisenhower, Nixon, Reagan, Bush Senior and Bush Junior have all 
experienced recessions within the first two years of being elected to their first term.  Recessions don’t mean 
much to the average person unless they lose their job or are forced to cut back hours, but they are very 
meaningful to stock and bond investors like us.  Will there likely be a recession in the first two years of the 
Trump presidency? Why should you care?     
 
Some Terms 

Monetary tightening is akin to putting a tourniquet on your arm to staunch the flow of blood.  The Federal 
Reserve removes money from circulation by raising interest rates high enough to discourage people from 
taking new loans and to make existing loan payments higher (adjustable loans).  The Fed can also crimp bank 
access to Fed funds by charging a higher rate (the discount rate). 
 
The federal government affects the economy through its budget (fiscal stimulus/retraction) and its regulatory 
powers including taxation.  Federal budget deficits are stimulative, surpluses less so.  Deregulation is 
stimulative and lower taxes can be stimulative.  However, the size and shape of deficits, regulation and taxes 
really determine the degree of stimulation to the economy.   
 
Recessions 

1953-54 Post-Korean War monetary policy tightening was a primary contributor to this recession which 
lasted ten months.  Dwight Eisenhower, a Republican, took office in January, 1953. 

 
1957-58 Federal Reserve monetary tightening in the two years prior hastened this recession, which lasted 

eight months.   Eisenhower’s second term began January, 1957. 
 
1960-61 Eisenhower suffered his third recession for 10 months.  John Kennedy, a Democrat, took office in 

1961. 
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1969-70 This mild eleven-month recession began near the start of Richard Nixon’s first term, caused by 

fiscal tightening following Vietnam War budget deficits and monetary tightening by the Fed.  It 
followed almost a decade of economic expansion and ended with the “Nifty Fifty” stocks selling at 
nosebleed values (speculation). 

 
1973-75 Ouch.  This one hurt.  This recession was deep (3.2% off of GDP) and long (a year and four months) 

and did not follow the normal pattern of rising joblessness and lowering inflation.  Stagflation - a 
stagnant economy with rising inflation - ensued and plagued the economy until Fed Chair Paul 
Volker broke inflation by raising interest rates to 18% in early 1981. 

 
1981-83 The 1979 Iranian revolution, cutting oil supply and raising prices, and Volker Fed tightening of 

money supply/raising interest rates in 1980 and 1981 brought on another recession lasting a year 
and four months while taking the economy down 2.7%.  This recession was on Ronald Reagan’s 
watch but served to form a trough and a springboard for his “supply side” voodoo economics.   

 
1990-92 The early 1990’s recession was underpinned by the Fed raising rates/tightening money from 1986 

through 1989, but the real catalyst for recession was the first Gulf war which effectively ended in 
March, 1991 with the Coalition’s massive military response.  The recovery to this recession was 
very slow, at least partly due to the “peace dividend” from disarmament following the Soviet 
Union’s collapse in 1989.  George H.W. Bush, a Republican, took office in 1989. 

 
2001 This early 2000’s recession lasted eight months and took the economy down only 0.3%.  It was 

partially caused by World Trade Center terrorism, but the groundwork was laid by Fed tightening 
after some notable loosening in 1998 and in 1999 just prior to Y2K – which never took place.  
George W. Bush took office in 2001. 

 
2007-09 The Great Recession caused by the global financial crisis (GFC) lasted a year and six months and 

took the economy down 5%. George W. Bush’s second term began in 2005.   
 
Summing Up 

Long periods of prosperity have led to overconfidence in the current regime and in notable loosening of 
safeguards placed earlier, in tough times following – well, a lightly regulated expansion.  The Republicans are 
indeed the party of the light regulatory hand and low taxes and the most severe recessions have usually 
occurred at the end of a two term reign in which speculative fever soared to heights not seen before and 
engaged in by a broad spectrum of society.  We may be entering a period of light Republican regulation which 
may not end well as we are not starting with a stilted, overregulated economy as we had in the 70’s. 
 
The Trump administration has not yet taken office, but by its appointments so far we can expect a strong shift 
to deregulation, dismantling of whatever Obama era works they can, some realignment of the international 
order the U.S. nurtured since World War II and, paradoxically, some effort at economic equality by focusing on 
manufacturing.  Donald Trump may escape a recession in his first term if "animal spirits" don't get out of hand 
as they did in the late 60's, the late 90's and the mid aughts.  It will pay us to be watchful and we will surely 
keep you advised. 
 
Thanks for reading today.  We are grateful for the opportunity to serve you. 

 
 
The opinions contained in this report represent the author’s current knowledge and are based on sources known to him at the time of 
writing.  Such opinions are subject to change at any time and are presented for educational value.  Any other use, such as investment 
solicitation, is inappropriate and absolutely unintended by the author.  Readers must evaluate information herein presented. 


