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Virus news overrides, for now
Key takeaways

Last Week’s S&P 500 Index: +2.3%

• Virus- and vaccine-related news has been the main driver of stock
market activity in recent months.
• While this is unlikely to change in the near term as vaccine distribution
begins, there are other risks that could impact the recovery.

Lockdowns expanding in Europe, the U.S., and numerous other developed regions of the world as virus cases surge;
a presidential election outcome in the U.S. that is still being litigated; and a likely slower pace of economic growth
in the months ahead are just a few of the headwinds that many investors believe should be negatives for the stock
market. But here we sit, quite close to all-time record highs in virtually all of the major equity indices.
Indeed, risk assets like stocks and commodities have been doing quite well in recent months, even in the face of a
global pandemic that has resulted in more than 62 million people contracting the virus and nearly 1.5 million
deaths worldwide attributed to COVID-19. The “reflation trade” certainly had legs in the month of November. But
the financial markets tend to look ahead and anticipate (or handicap) what the economic environment will look like
down the road. And that, in our opinion, is what is happening now. Our work suggests that U.S. gross domestic
product (GDP) next year will grow 3.8% with the bulk of that growth coming after the first quarter of 2021. That’s
something for markets to be excited about, but we do want to keep in mind some of the risks that are potentially
right around the corner.
Clearly, COVID-19 news surrounding potential vaccines has had a very positive impact on the equity market for a
number of months. However, there are risks that investors should, at the very least, be aware of. From a logistics
standpoint, will the vaccines be efficiently and widely distributed in a timely fashion? The initial distribution to
frontline workers (hospitals, EMTs, etc.) and at-risk members of society (the elderly, those with pre-existing
conditions) will be a good test. But sooner rather than later, this will be the question: How efficiently will the
vaccine be distributed to the rest of the population?
In addition to logistics, there are concerns that the virus might mutate, much like the common flu, and make early
vaccines less effective or even obsolete. Of course, there is always the question of public acceptance of a vaccine. A
number of surveys in recent months have shown that less than 60% of Americans are willing to get vaccinated,
which could impair the efforts to eliminate or drastically curtail the spread of the virus. Perceived potential side
effects also play into public acceptance.
Other risks to the stock market include the possibility that Congress will not be able to agree on additional stimulus
to help push the economic recovery further ahead. Most economists appear to believe the economy will need
additional temporary stimulus to help businesses and workers negatively impacted by the pandemic.
In the nearer term, virus/vaccine news is likely to garner the headlines. We have a positive outlook for 2021 but
realize there are multiple risks that could curtail or delay the recovery we anticipate.
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Risk Considerations
Forecasts and targets are based on certain assumptions and on views of market and economic conditions which are subject to change.
Each asset class has its own risk and return characteristics. The level of risk associated with a particular investment or asset class generally correlates with the level of return the
investment or asset class might achieve. Stock markets, especially foreign markets, are volatile. Stock values may fluctuate in response to general economic and market conditions, the
prospects of individual companies, and industry sectors. The commodities markets are considered speculative, carry substantial risks, and have experienced periods of extreme
volatility. Investing in a volatile and uncertain commodities market may cause a portfolio to rapidly increase or decrease in value which may result in greater share price volatility.
General Disclosures
Global Investment Strategy (GIS) is a division of Wells Fargo Investment Institute, Inc. (WFII). WFII is a registered investment adviser and wholly owned subsidiary of Wells Fargo Bank,
N.A., a bank affiliate of Wells Fargo & Company.
The information in this report was prepared by Global Investment Strategy. Opinions represent GIS’ opinion as of the date of this report and are for general information purposes only
and are not intended to predict or guarantee the future performance of any individual security, market sector or the markets generally. GIS does not undertake to advise you of any
change in its opinions or the information contained in this report. Wells Fargo & Company affiliates may issue reports or have opinions that are inconsistent with, and reach different
conclusions from, this report.
The information contained herein constitutes general information and is not directed to, designed for, or individually tailored to, any particular investor or potential investor. This report
is not intended to be a client-specific suitability or best interest analysis or recommendation, an offer to participate in any investment, or a recommendation to buy, hold or sell
securities. Do not use this report as the sole basis for investment decisions. Do not select an asset class or investment product based on performance alone. Consider all relevant
information, including your existing portfolio, investment objectives, risk tolerance, liquidity needs and investment time horizon. The material contained herein has been prepared from
sources and data we believe to be reliable but we make no guarantee to its accuracy or completeness.
Wells Fargo Advisors is registered with the U.S. Securities and Exchange Commission and the Financial Industry Regulatory Authority, but is not licensed or registered with any financial
services regulatory authority outside of the U.S. Non-U.S. residents who maintain U.S.-based financial services account(s) with Wells Fargo Advisors may not be afforded certain
protections conferred by legislation and regulations in their country of residence in respect of any investments, investment transactions or communications made with Wells Fargo
Advisors.
Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial Network, LLC, Members SIPC, separate registered broker-dealers and
non-bank affiliates of Wells Fargo & Company. CAR 1220-00151
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