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ABSTRACT

With the vigorous development of Chinese foreign trade, China’s demand for high-quality imported fresh fruits is
rising. However, the high decay rate of imported fresh fruits has brought huge losses to the owner enterprise. In this
paper, it isaimed toreducetherate of rot and loss of imported fruitsand improve the utilizati on rate of resources. For
this purpose, the service mode of the cross-border supply chain is analyzed and the overseas warehouse layout of
fresh fruits imported by enterprisesis put forward. PESTEL model was used to analyze the factors influencing the
| ocation of target countries, and the specific | ocation sel ection of overseas warehouse was analyzed and model ed from
the macro and micro angles. According to the location for enterprises, choose the corresponding overseaswarehouse
construction mode. This study suggests that the enterprises should build the imported warehouse and pre-cool the
fresh fruitsin an overseas exporting country, and control the quality of fresh fruitsfrom the source, so asto dow down

the rapid decay and damage of fresh fruits.
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INTRODUCTION

For the past 40 years financial scholars have argued
about the existence of aPresidential Election Cycle. The
Presidential Election Cycle theory has reveded a
repegting patternin each year of an administration: year
one and two consistently revealed declining returnson
equitieswhile year three and four produced positive
returns. ThePresidential Election Cycle hasbecomea
controversial topic becauseit opposestheweak form
of the Efficient Market Hypothesis. If the Presidential
Election Cycle holds true and patterns exist within
presidentia terms, then the markets may not be efficient.
If apattern exists thenitispossblefor invesorsto profit
fromthe Presidential Election Cycle. The purpose of
this paper isto continue the research by examining if

patternsexist within thefirst four presidentia terms of
the 21% Century.

LITERATUREREVIEW

Thissection summarizestheresults of past research on
the Presidential Election Cycle. It isworth noting that
the most recent article on thistopic was published in
2009, which highlighted differencesin stock market
returns produced by Democratic versus Republican
presdents Thelack of recent published financid literature
inthis area created a challenge but also presented an
opportunity for further contribution.

2.1 ThePresdential Election Cycle

The Presidential Election Cycle has been a topic of
interest for financia scholars because of theimplications
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suchacyclemay have on financial marketsand investor
returns. Theexistence of aPresdential Election Cycle
can provideinvestorswith advantageous market timing.
Many scholars have published on the topic and have
even made an argument that thispattern disprovesthe
weak form of the Efficient Market Hypothesis, i.e.
investors cannot consistently profit fromusing trading
rules. Other scholarshave utilized the datato investigate
which political party best stimulatesthe economy.

Oneof thefirgt contributionsintheliterature about
the Presidentia Election Cycle camefromDr. Roger D.
Huang (1985). In hisresearch, Dr. Huang discovered
an anomaly which he referred to as the Presidential
Election Cycle. Dr. Huang utilized S timecydesranging
fromthe early 1900s until the late 1980s and found that
the existence of the ection cycle became much more
apparent inevery one of the Six periods. Heidentified a
cyclical pattern that would produce less risk for an
investor and displayed higher returnsinyearsthreeand
four of a presdential term. The pattern that Huang
observed would be advantageousto investorsbecause
they could consistently expect the market to movein
favorabledirectionsinyear threeand four of apresdentid
term and unfavorable directionsin year oneand two.

Allvinean O’ Neil (1980) studied stock returnsby
examining the Presidential Election Cycle. They tested
the concept of afour-year political businesscyclethat is
based onthe strong incentivefor politiciansto stimulate
theeconomy prior to apresidentia electionand to pursue
deflationary policiesfollowing the eection. They found
that the annua returnsrose 22 percent two yearsbefore
theelection, 9.2 percent inthe year before the election,
0.6 percentintheyear immediatdly following the election,
and 0.7 percent inthe second year following the election.
They concluded that the market may not be efficient
becausethereare limitsto processing information, and
therefore endorsed afour-year election cyclein stock
pricesasapowerful aternativeto the Efficient Market
Hypothess.

To continuethework of Allvineand O’'Nell, Sovall
(1992) examined thereturnsof the Presidential Election
Cyclethroughout the entire 20" century. Stovall found
that hisresults of returns matched the cyclical pattern
discovered byAllvineand O’ Nell. Further, Sovall offered
aninteresting explanation for the Presdential Election
Cycle: anadministration and the Federal Reserve were

generally at their tightest during the early quartersand at
their most accommodating during their late quartersin
termsof fiscal and monetary policy.

Gartner and Wellershoff (1995) also conducted a
series of experiments that led them to support the
existence of aPresidentia Election Cycle. They claimed
that since the inauguration of John F. Kennedy mean
reversontendenciesand aversion tendencies could be
exploited because of the cyclical pattern. They
determined that profit opportunitiesexceed any cost thet
might prevent stock market participants from taking
advantage of the pattern. Hensel and Ziemba (1995)
found that the 48-month political/economic cycle
produces peak returnsin the November of presdential
elections. Additiondlly, they ated that thesefindingsare
consistent with the hypothesisthat political reelection
campaignscreate policiesthat stimulate the economy
and are positivefor stock returns.

Pedro and Valkanov (2003) found that returns
coming fromthe presidentia cycle were unanticipated
by adminigtrationsand public/privete perception. Though
thereturnswere unanticipated, theseauthorsstate that
investorsshould not ignorethe presidentia cycle because
of itsability to predict returnsinthethird and fourth years
of presidential administrations. Wong and McAleer
(2009) utilized datafrom 1965 to 2003 to test thefour-
year Presdentid Election Cycle. Their resultshavebeen
consistent with past literature: stock pricesfell during
thefirst half of the presidency, reached atroughinthe
second year, rose during the second half of the
presidency, and reached a peak in the third or fourth
year.

2.2 Democratic versusRepublican Presidents

Scholarsand aitizensdike havewondered which politica
party has produced the best returnsonthe stock market.
Research onthe Presdentid Election Cyclehasalowed
new information to be discovered about the differences
in market movements and returns produced by
Democrats and Republicans. Some researchers have
made an argument that each party tendsto cater to a
certain sector(s) of the economy: e.g. Democratic
administrationstend to focus on small businesswhile
Republican administrationstend to serve big business.
L eblang and Mukherjee(2005) assumed that traders
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anticipate higher (lower) inflation under aleft-wing (right-
wing) incumbent party, so they rationally expect adecline
(increese) inthered returnsof sockswhentheleft (right)
party winselectionsand assumesoffice. They found thet
under left-wing administrationsthe stability of the stock
market increases but under right-wing administrations
the economy producesapostiveimpact on sock returns
and incomegrowth. They also suggested that right-wing
adminigtrationsare better a creating income growth but
in most cases for the top one percent which leads to
incomeinequality.

Snowberg et al. (2006) researched the influence
Congress hason theeconomy by utilizing security returns
and financial market responses. They found that the
market performed better under Republican majorities,
but the effectswere uniformly small, and substantially
smaller than responses to news about changesin the
party presdent. The sustainably small changes support
the notionthat Congresshaslittleinfluence on economic
activity or at least lessthan the president. Snowberg et
al. (2007) further argued that macroeconomic supply
shocksmight reflect partisan preferencesbecause parties
have different intrinsic policy goas They aso suggested
that investorsmay need to be awareof party preferences
to different sectorsof the economy.

Bialkowski and Gottschalk (2007) investigated
which party isbest equipped to nurture capital markets
and the economy by utilizing alarge set of international
data They used 24 countriesin order to extend empirical
analysis beyond a single stock market. Their results
showed that theU.S. tendsto beananomaly inregard
to thepolitica election cycle and that investors should
bewary of investing based onthe politica orientation of
the country’s leadership. Jones and Banning (2009)
utilized market returns over a period of 104 yearsin
order to investigate possible relationships between stock
market performance and various occurrences in
American eections. They found that market returnsdo
not appear to vary based on partisan control of the
government and neither election resultsnor the election
cycle appear to offer much help in predicting stock
market returns. However, they did find market returns
arehigher whenred GDPgrowthishigher, and thet higher
GDP growthiscorrelated with Democratic control of
government and market returnsare higher wheninflation
is lower, and that lower inflation is correlated with

Republican control of government. Though correlation
exigts, market returns and political control do not share
agatigicaly sgnificant relationship. They suggested thet
thereisvery little evidence to support investing based
onthepresdent’s political party.

DATAAND METHODOLOGY

Thepurposeof thispaper isto add to theexigting literature
by calculating stock market returns of the S& P 500 and
Nasdag index inorder to identify return patternsduring
apresdentid term: theexigting literaturehas only analyzed
market movements and returnsof the 20" century, while
thisresearchwill continueto analyze market returns of
the 21 century.

Four indiceswere selected to test thefollowing two
questions (1) doesacydlica paternexig withinthefour-
year termsof 21 century presidential administrations
and (2) arethere differencesin market returns between
Democratic and Republican administrations?

(1). S&P500: anindex that iswidely regarded asthe
best measure of large cap equities. Theindexisa
market value weighted index with each component
stock’s weight being proportionate to its market
vaue.

(2). Nasdag Composite Index: alarge cap index that
measuresmost of thetechnology sector. The Nasdaqg
Composite Index contains technology, internet-
related, financial, consumer, biotech, and industria
companiesthat trade onthe Nasdag exchange. Itis
amarket valueweighted index, with each company’'s
weight being proportionateto itsmarket value.

Russdll 1000: alarge cap index that measures 1000
largest companies in the U.S stock market. The
Russell 1000 comprisesover 90% of tota market
capitalization of all listed U.S. stocks, and is
consdered abellwether index for large cap investing.
The Russdll 1000isamuch broader large cap index
than the S& P 500 and is market capitalization-
weighted.

Russdll 2000: anindex that servesasthe benchmark
for US small capitalization stocks, measuring 2000
small cap companies. The index is also market
capitalization-weighted. The Russall 2000isinduded
inorder to have asmall cap representation of the
market.

All thedataare downloaded fromYahoo Finance,

A3).

(4).
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and the holding period returniscalculated as: party has produced the best returnsonthe stock market.
Ending adj.Close — Beginning adj. Close Past resultshave shownthat Democratic administrations

Bok= Beginning adj. Close tend to focus on small cap markets while Republican
administrationstend to servicelarge cap markets. This

RESULTSAND DISCUSSION section discussesour findingsfor thefirst four presidential

Scholarsand citizensdike havewonderedwhich politicdl  termsin the 21% century.
Figure 1 depictsthe performances of thefour indices
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Table 1: Annual Returns under George W. Bush

George W. .
Bugsh First Term Second Term
Indices Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8
S&P500 |-16.65% -20.70% 28.29% 3.22% -4.75% 13.40% -7.36% -36.73%
Nasdaq -31.74% -27.78% 57.45% -4.75% 9.86% 9.06% -6.49% -37.14%
Russell 1000 |-16.94% -20.28%  29.66% 3.45% 8.86% 12.82% -8.09% -38.71%
Russell 2000 |-4.23% -18.38% 53.03% 4.43% 15.07% 10.41%  -13.68% -35.43%
Table 2: Annual Returns under Barack H. Obama
Barack H. .
Obama First Term Second Term
Indices Year 1  Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8
S&P500 |41.33% 12.50% 2.74% 13.47% | 23.53% 9.69% -8.07% 10.78%
Nasdaq 59.02% 18.03% 3.05% 6.60% 34.81% 10.15% -3.93% 8.90%
Russell 1000 }43.20% 15.04% 1.08% 13.96% 24.33% 9.22% -8.79% 11.71%
Russell 2000 |47.49% 21.65% 0.84% 14.61% 30.75% -0.47% -14.61% 11.85%
Table 3: Differencesin the Returns. George versus Barack
p|fference First Term Second Term
in Returns
Indexes Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8
S&P500 | 57.98% 33.20% 25.55% 10.25% 28.29% 3.70% 0.71% 47.50%
Nasdaq 90.76% 45.81% 54.40% 11.35% 24.94% 1.10% 2.55% 46.05%
Rum' 0, 0, 0, 0, 0, 0, 0, 0,
1000 60.14% 35.32% 28.58% 10.51% 15.46% 3.60% 0.69% 50.42%
RU$@” 0, 0, 0, 0, 0, 0, 0, 0,
2000 51.72% 40.02% 52.19% 10.18% 15.68% 10.88% 0.93% 47.27%

Numbersin red: George Outperforms Obama X%
Numbersin blue: Barack Outperforms Bush X%
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Also, the Russell 2000 outperformed all other indexes
becauseit issmall cap based whichtrandatesto higher
risk leading to higher return. The S& P500, Russdll 1000,
and Nasdag Composite Index followed asmilar trend
because they aredl large cap indices.

Figure 2 examinesannud return differencesbetween
the Bush and Obamaadministrations. stock returnson
average were lower and tend to bemorevolatile during
the Bush years. Year eight of Bush displaysthe brunt of
thefinandid crigsand great recesson, and postivereturns
inyear oneof Obamadisplaysinvestor confidenceina
president who promised change and stricter financial
regulation.

Figure 3 plotsthe annual returns of the Bush and
Obamaadminigtration: it showsthe presidentia election
cycle ill holdsinthe 21 century except thefirst term
of Bush adminigtration, whichmay be dueto the burst of
tech bubblein early 2000.

Table 1 showstheannua returnsfor the eight years
of Bushadminigration: thefour indicesperformed poorly
inal yearsexcept three, five, and six. Examining thetwo
terms of Bush presidency, aninvestor could utilizethe
Presidential Election Cycle to gain abnormal profits
assuming year three of eachtermisthe high point of the
market.

Similarly, Table 2 showsthe annud returnsfor the
eight yearsof Obamaadministration: thefour indices
performed very well in all years except year seven.
Examining bothterms of the Obamaadministration, an
invegtor again could utilize the Presidentid Election Cycle
to gain abnormal profits,

Table 3 shows the differences in stock returns
between Bush and Obama years. Obama outperforms
Bushinevery year except year threeand partialy loses
inyearssx and seven: the uptrend inthefirst two years
of Obama presidency was much stronger than Bush
presidency whilethedowntrend inthethird year of Bush
administration was tempered compared to Obama
adminitration.

In conclusion, the Presidential Election Cycle
hypothess gill holdsin the 21¢ century. Investors may
have been ableto utilizethe cyclica patternasatrading
drategy to outperformthemarket. Also, when comparing
the stock market returns under Democratic versus
Republican adminigrations, President Obamaproduced
better returnsthan President Bush. But with only one
pair of datapoints, no definitive concluson canbedravn

regarding the stock market performances under
Democratic versus Republican administrations.

Further research may examineamoreextensvedaa
set and explore possible cycleslonger or shorter than
48 months. Theeffects of globdizationand interest rates
on the stock market may be included to discern the
underlying factorsdrivingthe Presdentid Election Cyde.
Thereisalso aneed to examine economic policy taken
by the previous administration which may have an
influence onthe existence and continuation of the cycle.
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