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Investors Finally Reassess the Speed of the Recovery 

 

• The recent market weakness is due to investors re-evaluating their optimism. 

• We feel this is a correction and not the beginning of a new bear market. 

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

Led by a sharp sell-off in the technology sector, over the past three trading days, we have seen U.S. 
equities dramatically fall. We do not foresee this drop as the beginning of a bear market. Instead, as we 
have noted in our three primary 2020 market themes, increasing volatility and a healthy correction are 
likely as investors re-evaluate their thesis of a V-shaped economic recovery and rotate away from 
expensive parts of the market.   
 
Early this summer, we laid out our three primary economic and market predictions for the balance of 2020. 
They were a U-shaped economic recovery, elevated market volatility without retesting March lows, and a 
rotation into different sectors leading markets forward. All three of these themes are more conservative 
than the markets expected. Instead, investors had anticipated an aggressive V-shaped economic recovery, 
a relentless stock market that would likely sidestep any pullback, and the work-from-home environment 
would accelerate the growth in technology companies. Unfortunately, these three optimistic tones really 
stretched the hallmarks of investing: fundamentals, valuations, and momentum. Moderating economic 
data, as evidenced in our Social Distancing Dashboard, has challenged fundamentals. Despite slowing 
economic data and the corporate profit impact, the S&P 500 rallied approximately 50% from March 23 lows 
and stretched valuations. Even with these market headwinds, general fears of missing out in the market 
rally accelerated stock market momentum and kept bullish sentiment toward U.S. stocks very elevated. 
 
The recent market selloff has not been a surprise to us since investors needed to reign in some of their 
optimism. In our opinion, the current market selloff continues to bear the mark of a correction. As we noted 
in prior commentaries, a market pullback was very likely. Despite growing signs that the more conservative 
U-shaped recovery was emerging, growth stocks, specifically technology stocks, had ignored some of the 
signs that economic activity was moderating and reached high valuations. In fact, prior to the start of this 
recent selloff, the technology sector had posted gains in nine out of the prior 10 trading days, leading to 
an all-time high. 
 
We are not yet concerned that equity markets are about to enter a renewed bear market. Despite our 
lingering caution regarding the economic recovery, elevated valuations, and the unknowns around the 
virus, unprecedented monetary and fiscal stimulus have already been too strong for a prolonged bear 
market. Instead, we feel the market action over the past three trading sessions is a re-evaluation of investor 
optimism, though not enough to trigger a new bear market.   
 
We feel 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 was created by Cetera Investment Management LLC. For more insights and information from 
the team, follow @CeteraIM on Twitter. 

 
  

 
  

https://twitter.com/CeteraFinancial/status/1258763020613718016
https://twitter.com/ceteraIM/status/1303318081863778304
https://twitter.com/ceteraIM


 

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. 

 
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. 

 


