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 Equity Markets Continue Slide 

 

• Equity markets are continuing their slide this week as investors worry about technology 
sector earnings, falling oil prices, slowing U.S. economic growth, trade tensions, European 
markets and the Federal Reserve raising rates. 
 

• While risks mount, there is still reason for optimism. Valuations are lower, falling oil prices 
means more money for consumers right before the holiday season, U.S. growth is slowing 
but fundamentals are strong, and the Fed may reconsider its current course of action. 

 
Currently, the S&P 500 is down near 10% from its peak, putting it about half way to a bear market, 
or down 20%. The index is still in positive territory in 2018. We continue to write about the 
unprecedented low levels of volatility in 2017, which makes 2018 feel more volatile for many 
investors. From a historical perspective, this year is slightly below average. 
 
While there is a lot to worry about and risks are undeniably increasing, there are still many reasons 
to be optimisitic. The technology sector has recently had some earnings misses as these 
companies deal with rising rates and trade disputes. Equity valuations were also high and 
especially high for the technology sector. The price of stocks was expensive relative to the 
earnings tech companies were generating. There was a lot of future growth baked into the 
earnings. Valuations coming down is not necessarily a bad thing as investors’ expectations are 
back down to earth; this could prevent future bubbles from forming. 
 
The energy sector makes up around 6% of the S&P 500, so falling oil prices have a direct impact 
on the sector. On a positive note, the fall in energy prices puts money into consumers’ pockets as 
they pay less for gas. Hopefully, they will have a little more extra to spend during the holidays and 
retailers will appreciate that. 
 
By all accounts, U.S. economic growth is expected to slow from the currently high levels given the 
rise in interest rates and as tax reform benefits wear off. While we do not anticipate a recession in 
2020, recession risks do increase. Recessions are normal though and we do not anticipate that 
the next downturn will be anything like the Great Recession of 2008 because we do not see any 
asset bubbles. 
 
Internationally, the U.K. is going through an exit plan from the European Union (E.U.) and Italy is 
at odds with the E.U. on its budget plan. Italian bonds are now trading near junk bond status. 
While this is becoming a tense situation, the countries in the E.U. have mutual goals. However, 
heated rhetoric out of the E.U. is expected to continue. 
 
Finally, the Federal Reserve is weighing on investor’s minds. The Fed would like to raise rates 
again this year and two or three more times next year. This in despite of the fact that volatility has 
picked up, growth has slowed, inflation remains range-bound and international rates remain low. 
The current environment has many questioning the Fed’s intention to continue to raise rates. The 
probability of a December rate hike is still high but it is down from a nearly 80% likelihood to below 
70%. Given the signs of economic slowdown, we feel the Fed may reassess this policy next year. 
 
As volatility normalized from low 2017 levels, we are reminded the importance of diversification. 
Bonds and alternative strategies can buffer equity volatility. Growth stocks have had a good run, 
but value stocks have better valuations and offer good opportunties.   
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About Cetera® Investment Management 

Cetera Investment Management LLC is an SEC registered investment adviser owned by Cetera 
Financial Group®. Cetera Investment Management provides market perspectives, portfolio 
guidance and other investment advice to its affiliated broker-dealers, dually registered broker-
dealers and registered investment advisers. 
 
About Cetera Financial Group® 
Cetera Financial Group (“Cetera") is a leading network of independent firms empowering the 
delivery of professional financial advice to individuals, families and company retirement plans 
across the country through trusted financial advisors and financial institutions. Cetera is the 
second-largest independent financial advisor network in the nation by number of advisors, as well 
as a leading provider of retail services to the investment programs of banks and credit unions. 
 
Through its multiple distinct firms, Cetera offers independent and institutions-based advisors the 
benefits of a large, established broker-dealer and registered investment adviser, while serving 
advisors and institutions in a way that is customized to their needs and aspirations. Advisor 
support resources offered through Cetera include award-winning wealth management and 
advisory platforms, comprehensive broker-dealer and registered investment adviser services, 
practice management support and innovative technology. For more information, visit cetera.com. 
 
"Cetera Financial Group" refers to the network of independent retail firms encompassing, among 
others, Cetera Advisors, Cetera Advisor Networks, Cetera Investment Services (marketed as 
Cetera Financial Institutions), Cetera Financial Specialists, First Allied Securities, and Summit 
Brokerage Services. All firms are members FINRA/SIPC. 
 
 
Disclosures 
The material contained in this document was authored by and is the property of Cetera Investment 
Management LLC. Cetera Investment Management provides investment management and 
advisory services to a number of programs sponsored by affiliated and non-affiliated registered 
investment advisers. Your registered representative or investment adviser representative is not 
registered with Cetera Investment Management and did not take part in the creation of this 
material. He or she may not be able to offer Cetera Investment Management portfolio 
management services. 
 
Nothing in this presentation should be construed as offering or disseminating specific investment, 
tax, or legal advice to any individual without the benefit of direct and specific consultation with an 
investment adviser representative authorized to offer Cetera Investment Management services. 
Information contained herein shall not constitute an offer or a solicitation of any services. Past 
performance is not a guarantee of future results. 
 
For more information about Cetera Investment Management, please reference the Cetera 
Investment Management LLC Form ADV disclosure brochure and the disclosure brochure for the 
registered investment adviser your adviser is registered with. Please consult with your adviser for 
his or her specific firm registrations and programs available. 
 
No independent analysis has been performed and the material should not be construed as 
investment advice. Investment decisions should not be based on this material since the 
information contained here is a singular update, and prudent investment decisions require the 
analysis of a much broader collection of facts and context. All information is believed to be from 
reliable sources; however, we make no representation as to its completeness or accuracy. The 
opinions expressed are as of the date published and may change without notice. Any forward-
looking statements are based on assumptions, may not materialize, and are subject to revision. 

http://www.cetera.com/
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All economic and performance information is historical and not indicative of future results. The 
market indices discussed are not actively managed. Investors cannot directly invest in unmanaged 
indices. Please consult your financial advisor for more information. 
 
Additional risks are associated with international investing, such as currency fluctuations, political 
and economic instability, and differences in accounting standards. 
 
 
Glossary  
 
The S&P 500 is an index of 500 stocks chosen for market size, liquidity and industry grouping 
(among other factors) designed to be a leading indicator of U.S. equities and is meant to reflect the 
risk/return characteristics of the large cap universe. 
 
 
 
 


