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COMMENTARY  
Stocks Fall on Slowing Growth Worries 
 

Key Takeaways: 
• Global equity markets fall on soft economic data. 

• Investors are concerned that this weakness will spread to the broader economy. 

• Positives to focus on include low interest rates, no significant asset bubbles, and a strong services 
component of the economy. 

• We expect market volatility to be elevated. Rebalance, diversify equity risk, and reduce credit risk. 
 
U.S. equities open sharply lower today on a double-whammy of economic reports that stoked concerns about future 
economic growth. Yesterday, the Institute of Supply Management (ISM) reported that the U.S. manufacturing 
purchasing managers’ index (PMI) came in at 47.8% in September. This figure was below expectations and marked 
the lowest reading since June 2009. Any figure below 50% signals a contraction. This morning, adding fuel to this 
volatility fire, ADP reported that private employers in the non-farm sector added more jobs in September than was 
expected. While this suggested positive news for the economy, investors focused on the fact that ADP cut its August 
estimate by nearly 40,000 and the three-month average of 145,000 is down from 214,000 a year ago. Both reports 
have called into question the current economic environment and pushed market volatility sharply higher. 

 

Given that we are in an over ten-year economic expansion and the longest bull market ever, why are investors so 
concerned today? Let’s look at the ramifications of each report. Though manufacturing represents only about 10% of 
GDP, the sharp contraction in the ISM manufacturing PMI report is another sign that the trade war between the U.S. 
and China is hurting the economy. Investors worry that it may spread beyond manufacturing to the rest of the economy. 
With business sentiment already fragile from the unresolved and lingering trade war, many investors fear that worsening 
business sentiment will further crimp business spending and the economy will reverse course. 

 

The unemployment rate is near 50-year lows and there are about 1.5 million more jobs available than people seeking 
work. Thus, consumers are confident and spending and have been the clear stalwart in this current expansion. 
Unfortunately, today’s report has led to questions about consumer durability. While the consumer is spending and in 
great shape today, the consumer can be a lagging indicator. In other words, if an economy weakens, both a slowdown 
in consumer spending and job growth tend to lag other indicators such as the aforementioned PMI. Leading up to prior 
recessions, data shows that companies have slowed hiring right before an economic pullback.  

 

Overall, data over the past couple of days has portrayed a weakening economy. While we do acknowledge the economy 
is slowing, with evidence such as the Atlanta Fed’s GDP now third-quarter estimate drop from 2.1% to 1.8%, we do not 
see a recession in the near-term. Interest rates are low, there are no significant asset bubbles (housing), the services 
component of the economy is strong, and, though a lagging indicator, the consumer is still strong.   

 

As we have noted over the past few months, we expect market volatility to increase as investors continue to weigh 
choppy economic data, an uncertain Federal Reserve, and a lingering trade war. The sharp market swings of the past 
two days clearly prove this. Volatility is typical in the later stages of a bull market. To mitigate this volatility, we 
recommend rebalancing portfolios to their long-term risk and return objectives, diversifying equity risk (with the inclusion 
of alternatives), and reducing credit risk within fixed income. 
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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 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. 

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. 
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