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Increasing Concerns Rattle Financial Markets  

 

• U.S. equities have one of their worst days in a month. 

• The market’s wall of worry continues to grow as valuations remain unfazed. 

• In times like this, it is important to work closely with your financial professional. 

U.S. equities started the week on a decidedly negative tone. The combination of increasing 
COVID cases, stimulus deal pessimism, and overall election jitters have caused U.S. equities to 
have one of their worst days in a month. Given the ongoing battle of market headwinds and 
tailwinds, we continue to expect volatility to be elevated for some time, remaining one of our 
primary investment themes for the foreseeable future.  
 
Looking at the negative market headwinds, the biggest concern remains the spread of the virus. 
Over the weekend, the number of COVID cases, positivity rates, and hospitalizations rose in both 
the U.S. and Europe. With the weather turning colder, investors are worried that these trends 
could stress hospitals and cause governments to again shut down economies. So far, we have 
seen France, Spain, Italy, and the United Kingdom either impose curfews or shutdowns in order 
to reduce virus transmission. As we witnessed in the spring, shutdowns have a clear impact on 
economic activity and corporate earnings. Case in point, a bellwether European technology 
company warned Sunday evening that its business would take longer than expected to recover 
from the damage of the coronavirus pandemic. 
 
Domestically, investors are also struggling under concerns that a stimulus deal is looking less 
likely before the election. Both Democrats and Republicans have sounded pessimistic about a 
deal and the Senate is set to go on recess right after the Amy Coney Barrett vote on Monday. 
With recent economic data moderating as we see in our weekly Social Distancing Recovery 
Dashboard, the need for additional stimulus for this economic recovery is very clear.  
 
Lastly, weighing on investor concerns is the election next week. Despite polls suggesting a 
sizeable lead by challenger Joe Biden, we believe that the election may prove to be closer than 
expected and, given the anticipated number of mail-in ballots (possibly 30-40% of all votes), that 
a clear winner may not be determined on election night. Financial markets do not like uncertainty 
and a contested election could add investor concerns.  
  
Over the past few weeks, investors have ignored the increasing COVID cases, a lack of a new 
stimulus deal, and election uncertainty and have sent valuations higher and close to early-2000 
levels. While low inflation and low interest rates can help to explain lofty share prices, higher 
valuations put pressure on the economy and companies to deliver near-perfect results. For 
example, according to Factset, 84% of companies have reported third-quarter earnings that have 
exceeded estimates. However, as evidenced by their lackluster stock performance in the ensuing 
trading day, earnings perfection has likely been priced into share prices. Furthermore, companies 
that have missed third-quarter estimates have seen an average price decrease of 3.4% during 
their reporting period.  
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While we have discussed numerous times that market volatility will likely remain elevated and a 
market correction is possible, we continue to believe this sharp market decline is not the beginning 
of a steeper bear market where we would revisit March lows. The combination of strong, 
unprecedented fiscal and monetary stimulus, a healthy consumer balance sheet coming into the 
pandemic, and the fact that the worst of the economic downturn is behind us would, in our opinion, 
limit any significant market declines.   
 
As negative news weigh on sentiment, investors will need to reassess the speed of the economic 
recovery and this could cause volatility in markets. 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. 
 

This report is created by Cetera Investment Management LLC. For more insights and information 
from the team, follow @CeteraIM on Twitter. 
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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” 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. Located at 200 N. Pacific Coast Highway, Suite 1200 El Segundo, 
CA 90245-5670 
 
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 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. 

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. 


