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Economic Output Plummets, But What Does the Future Hold? 

 

• U.S. GDP expectedly suffered its worst quarterly drop in recorded history. 

• Labor data may be a better indication of what the future holds. 

• We think the recovery will be slow and is dependent on containing the virus. 

 
Gross Domestic Product, or GDP, plummeted to its worst quarterly reading on record, which dates 
back to 1947. United States’ economic output fell by 32.9% in the second quarter. As shocking 
as this seems, the eye-popping number was anticipated by investors and economists alike. The 
second quarter is already old news and investors are looking for signs of what is to come in the 
third quarter and beyond. In another economic report released today, investors did get a better 
look at the future. 
 
The U.S. Department of Labor released initial jobless claims this morning and it indicated that 
workers are still losing jobs at an alarming rate. While in line with expectations, over 1.4 million 
workers lost their jobs and filed for unemployment claims last week. After falling from very 
elevated levels, this was the second week in a row the number increased. Claims seem to be 
stabilizing, but at an elevated rate compared to before the pandemic when they generally 
averaged about 225,000 a week. The total workforce is still about 10% below pre-pandemic 
levels. 
 
So, with elevated unemployment numbers seemingly here to stay, where does the economy go 
from here? Lawmakers are distributing more stimulus checks, but for how long can this continue? 
After the election, the political will to send checks could fade. This is meant to be a stop-gap 
measure and is not sustainable as government debt grows to World War II-levels on a percentage 
of GDP basis. The stimulus is providing help for those in need, but not stimulating the economy 
to its fullest potential, as the savings rate has jumped to historic levels. With fewer places to spend 
money, people are saving it. This could stimulate future growth when the all-clear sign comes. 
But in reality, we know there isn’t a magical economic stop-and-go traffic light. If there was one, 
it would be yellow for a long time. We think service workers will slowly come back to the workforce, 
but other sectors that have been damaged less might be impacted more as earnings recover 
more slowly than expected and banks take write-offs. We think this will be a slow recovery and 
we are watching the virus news and our social distancing measures closely. The sooner the virus 
dissipates, and social distancing measures are eased, the faster the recovery. 
 
The second-quarter economic picture is clear, but the future is less so. Stock investors are very 
optimistic about future growth brought on by the stimulus packages, but eventually the economy 
will have to swim on its own. We feel investors will have to reassess the speed of the economic 
recovery and this could cause volatility in markets. There are risks in both stocks and bonds, so 
we recommend sticking to risk tolerances consistent with your long-term goals and objectives and 
being diversified among sectors and asset classes. Your financial professional can help you stay 
focused on your own individual goals. 
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https://twitter.com/ceteraIM/status/1287750063725240320
https://twitter.com/ceteraIM/status/1288102831862423552


 

 

This report was created by Cetera Investment Management LLC. 
 
 
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, model 
management, 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 financial advice firm. It empowers the delivery of an Advice-
Centric Experience® to individuals, families and businesses across the country through independent 
financial professionals as well as trusted tax professionals and banks and credit unions. Located at 200 N. 
Pacific Coast Highway, Suite 1200 El Segundo, CA 90245-5670  
 
Comprehensive services include wealth management solutions, retirement plan solutions, advisory 
services, practice management support, innovative technology, marketing guidance, regulatory support, 
and market research.  
 
“Cetera Financial Group” refers to the network of independent retail firms encompassing, among others, 
Cetera Advisors LLC, Cetera Advisor Networks LLC, Cetera Investment Services LLC (marketed as Cetera 
Financial Institutions or Cetera Investors), Cetera Financial Specialists LLC, and First Allied Securities, Inc. 
All firms are members FINRA / SIPC. 
 
Disclosures 
Individuals affiliated with Cetera firms are either Registered Representatives who offer only brokerage 
services and receive transaction-based compensation (commissions), Investment Adviser Representatives 
who offer only investment advisory services and receive fees based on assets, or both Registered 
Representatives and Investment Adviser Representatives, who can offer both types of services. 

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 investment adviser representative is registered with. Please consult with your investment 
adviser representative for their 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. 



 

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 professional for more information. 

Additional risks are associated with international investing, such as currency fluctuations, political and 
economic instability, and differences in accounting standards. 
 
A diversified portfolio does not assure a profit or protect against loss in a declining market. 

 
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. 

 
The Dow Jones Industrial Average is a price-weighted average of 30 U.S. blue-chip stocks traded on the 
New York Stock Exchange and NASDAQ. The index covers all industries except transportation, real estate 
and utilities. 
 
The Russell 2000 Index measures the performance of the small cap segment of the U.S. equity universe 
and is a subset of the Russell 3000 Index representing approximately 10% of the total market capitalization 
of that index. It includes approximately 2000 of the smallest securities based on a combination of their 
market cap and current index membership. 
 
The NASDAQ Composite Index includes all domestic and international based common type stocks listed 
on The NASDAQ Stock Market. The NASDAQ Composite Index includes over 2,500 companies, spanning 
all 11 sector groups. 

 


