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Despite Strong Week, Caution is Still the Best Strategy 

 

• Monetary and fiscal stimulus drove U.S. equities higher last week. 

• Stimulus will help reduce the virus’ impact on the economy but slowing spread of the 

virus is imperative. 

• Though we expect market downside to be limited, we remain cautious. 

Last week, optimism around U.S. monetary and fiscal policy action propelled domestic equities to 
have their best week since March 2009. While this market performance was in sharp contrast to 
the prior week when U.S. equities had their worst week since 2008, it continues a pattern of 
extreme volatility. While we would like to paint a positive picture for investors going forward, we 
continue to believe the news and, consequently, the stock market will struggle. The positive news 
surrounding the fiscal and monetary stimulus helps the economy but significant market 
improvement may not occur until we see positive news on the transmission of the virus.  
 
Looking at monetary policy, the Federal Reserve (Fed) announced several significant and 
unprecedented measures designed to ensure liquidity flows throughout the financial system and 
to stabilize the bond market. Then, later in the week, investors got what they wanted with fiscal 
policy as Washington lawmakers successfully agreed on a $2 trillion stimulus package that 
provides economic relief to individuals, households, and businesses hurt by the virus. Investors 
saw these actions favorably in reducing the economic impact caused by the virus. Although we 
see this as a good first step, we do not believe this will stop further market weakness or slow 
down volatility anytime soon.  
 
As we have stated many times, we believe the financial markets will need to see two issues solved 
before extreme volatility disappears. First, what is being done to stop the spread of the virus and, 
accordingly, a plateauing of global new cases and deaths. Second, investors will need to see 
what is being done to limit the duration of economic disruption caused by the spread of the virus. 
Last week provided some good news on the latter. However, the news is not better on the virus 
front and we continue to expect it to worsen with some health care experts even suggesting that 
improvement is not likely until late May. Regarding volatility, last week was a great example of 
what we can expect until we get clarity around the virus. Historically speaking, the S&P 500 moves 
up or down 1% about 25% of the time, or once every 4 trading days. Last week, the S&P 500 
either rose or fell by more than 1% on each trading day, including two days where the market 
gained more than 6% and two days where the market declined by roughly 3%. Elevated market 
volatility will continue to characterize this market environment.  
 
Like many, you may be asking yourself, did we see the bottom in the stock market? Though we 
would like to say yes, our answer continues to be no. For a market bottom to be established, we 

 
 



 

need to see the aforementioned questions answered around the virus and impact on the 
economy, true market capitulation where panic selling rises, a clearer corporate earnings picture, 
and economic data showing the absolute worst readings. Regarding the last point, the stock 
market tends to be a forward-looking mechanism. In other words, it doesn’t necessarily price in 
today’s impact but instead the future impact. We believe once we see the worst economic 
readings, the stock market will begin to start to price in an economic recovery. For example, we 
have recently seen terrible economic data readings in both China and Japan and new cases have 
declined in both countries. The equity markets in both countries have stabilized. With the virus 
continuing to spread here and economic disruption growing daily, along with our belief that new 
cases will plateau late in May, we anticipate that the U.S. economy will struggle in the second and 
third quarters with the possible data nadir being May’s economic readings that are likely to be 
released in June. That period could represent a possible market bottom.   
 
Though we portray a cautious market tone today, we do not anticipate a sharp market decline. 
Instead, we feel any market decline will be limited as corporate earnings and the overall economy 
begin to feel the positive impact of fiscal and monetary stimulus and the benefit of low oil and 
near-zero interest rates for the U.S. consumer. With that said, now is not the time to be overly 
aggressive beyond your comfortable risk levels, as we still want more clarity around efforts to limit 
the virus and we need to see actual declines in its spread. These are challenging times but your 
financial professional can help you stay on course. It is important to review your financial goals 
and objectives periodically and focus on your long-term goals. 
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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, 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 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 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 

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/


 

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. 
 
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. 

 


