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This has been a challenging and volatile year. Here, 

we aim to recap recent market action and provide 

some perspective to investors. 

November 16, 2020 

VACCINE OPTIMISM AND CORONAVIRUS REALITIES 

Imagine you’re sailing at dusk, aiming for a small island with 

a single lighthouse that’s growing harder to see in the fading 

daylight. Suddenly, just as the sun dips below the horizon, 

the lighthouse lantern flickers on and you can see clearly 

right what you’re heading toward. After a long journey, 

you’re nearly there. Still, the last leg will be the most difficult 

as you pick through treacherous shallows in the dark. Your 

destination is as clear as it’s ever been, but the path to get 

there has never been murkier or more fraught. 

It has always been true that the coronavirus is a health 

problem first and thus requires a health solution. The global 

health system hurled its entire weight behind the search for 

a cure because without one, normalcy would evade us 

indefinitely. Over the last week, we received multiple 

indications that the effort might have paid off—not just that 

promising vaccine candidates are progressing quickly, 

but that they may be more effective than could have 

possibly been hoped for. Yet the present realities of the 

health problem remain as clear as ever—skyrocketing 

hospitalizations, overwhelmed ICUs, and so on. We now 

head into the winter months facing a resurgent virus, a 

slowing economic recovery, and questions about whether 

necessary fiscal stimulus will be delivered.  

Though our destination is as clear as it’s ever been, the path 

to get there has never been murkier or more fraught. 

For markets, this creates an interesting setup. The S&P 500 

is at all-time highs, bolstered by a strong rotation into value 

and cyclical sectors. These areas of the market are the most 

sensitive to economic growth, and thus, most likely to 

benefit from a vaccine (and return to normalcy). However, 

they are also the areas most at-risk of viral spread and 

economic shutdown. This matters greatly because the 

combination of vaccine optimism and a new administration 

in Washington may lead to more aggressive restrictions in 

the near-term, particularly with cases rising and winter 

approaching. Our partners at Strategas are already 

factoring in a “double dip” in U.S. economic activity as we 

head toward 2021. 

But to what extent it will matter for stocks is a different 

question. This year has proven time and again that stock 

markets are forward-looking machines. As the pandemic 

raged and the economy cratered over the summer, the S&P 

500 looked toward a post-Covid future and recovered, 

boosted by big-tech / work-from-home winners. The big 

question is this: If things worsen substantially over the 

coming months, will the market still be able to look past it to 

a brighter future?  

Investors are certainly betting so—The Financial Times 

reported that the $45 billion of inflows into stock funds last 

week was the most in at least 20 years, and the AAII’s 

weekly survey is showing the highest percent of bulls since 

January 2018. Though we wholeheartedly favor the 

“time in the market over market-timing” cliché, this sort 

of overconfidence can foreshadow near-term market 

weakness, even as the longer-term outlook improves. 

As Strategas succinctly put it: “Near-term caution, 

intermediate-term optimism.” 

One thing is for sure—it’s likely to be a bumpy ride. The 

transition from recession to recovery is rarely a straight line, 

and that has proven particularly true in a global pandemic. 

Though the vaccine news clarifies the end game, we have 

a challenging road to get there. In the meantime, lean on 

your Baird Financial Advisor. Amid higher volatility (both in 

markets and the real world), they are here to provide sound 

guidance and help navigate troubled waters. 

In the Markets Now 
Destination clear, path murky 
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Disclosures 

This is not a complete analysis of every material fact regarding any company, industry or security. The opinions expressed 

here reflect our judgment at this date and are subject to change. The information has been obtained from sources we 

consider to be reliable, but we cannot guarantee the accuracy.   

 

This report does not provide recipients with information or advice that is sufficient on which to base an investment decision.  

This report does not take into account the specific investment objectives, financial situation, or need of any particular client 

and may not be suitable for all types of investors.  Recipients should consider the contents of this report as a single factor 

in making an investment decision.  Additional fundamental and other analyses would be required to make an investment 

decision about any individual security identified in this report. 

 

For investment advice specific to your situation, or for additional information, please contact your Baird Financial Advisor 

and/or your tax or legal advisor. 

 

Fixed income yield and equity multiples do not correlate and while they can be used as a general comparison, the 

investments carry material differences in how they are structured and how they are valued. Both carry unique risks that the 

other may not. 

 

Past performance is not indicative of future results and diversification does not ensure a profit or protect against loss. All 

investments carry some level of risk, including loss of principal. An investment cannot be made directly in an index.  
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Other Disclosures  

UK disclosure requirements for the purpose of distributing this research into the UK and other countries for which Robert 

W. Baird Limited holds an ISD passport. 

 

This report is for distribution into the United Kingdom only to persons who fall within Article 19 or Article 49(2) of the Financial 

Services and Markets Act 2000 (financial promotion) order 2001 being persons who are investment professionals and may 

not be distributed to private clients.  Issued in the United Kingdom by Robert W. Baird Limited, which has an office at 

Finsbury Circus House, 15 Finsbury Circus, London EC2M 7EB, and is a company authorized and regulated by the Financial 

Conduct Authority.  For the purposes of the Financial Conduct Authority requirements, this investment research report is 

classified as objective.   

 

Robert W. Baird Limited ("RWBL") is exempt from the requirement to hold an Australian financial services license.  RWBL 

is regulated by the Financial Conduct Authority ("FCA") under UK laws and those laws may differ from Australian laws.  This 

document has been prepared in accordance with FCA requirements and not Australian laws.   


