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Counting the votes in this year’s election took longer than usual. But markets didn’t seem to
mind the initial uncertainty. Inferring that divided government was the most likely outcome,
investors sent yields lower and stocks higher. Bond prices rose in the days following the election
as expectations for stimulus and additional government borrowing were reined in. Stocks soared
as tax, regulatory and health care reform all became less likely. The market’s reaction to the
election was unexpected, but this illustrates an important truism about investing. It is typically
unwise to make big changes to asset allocation ahead of significant events that are difficult to
predict.
Going forward, markets should continue respond to the trends that are currently underway. This
includes a moderating recovery and rising COVID cases that may necessitate greater
containment efforts as we go through the winter months as investors look ahead to 2021 when
a vaccine likely will be widely available. The biggest risk to markets in the interim could be new
lockdowns and insufficient federal spending support that together slow the economy.
We continue to believe that the best opportunities for investors are in U.S. assets. Still, there are
scenarios that could offer a better outlook for international equities, if the U.S. quickly reengages with trading partners and if the U.S. dollar continues to weaken.
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The days and weeks ahead are likely to hold additional twists and turns, so investors should not
become complacent. Instead, we think this is a good time to make sure that investment target
allocations are aligned with appropriate levels of risk and then to rebalance back to those targets
as markets fluctuate.

Risks
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. Foreign investing has additional risks including those associated with currency fluctuation, political and economic
instability, and different accounting standards. These risks are heightened in emerging markets. Bonds are subject to market, interest
rate, price, credit/default, liquidity, inflation and other risks. Prices tend to be inversely affected by changes in interest rates. High yield
(junk) bonds have lower credit ratings and are subject to greater risk of default and greater principal risk
General disclosures
The opinions expressed reflect the judgment of the speaker as of the recording date and are subject to change without notice. The
material has been prepared or is distributed solely for information purposes and is not a solicitation or an offer to buy any security or
instrument or to participate in any trading strategy. Past performance is no guarantee of future results. Additional information is
available upon request.
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.
Wells Fargo Investment Institute, Inc. is a registered investment adviser and wholly owned subsidiary of Wells Fargo Bank, N.A., a bank
affiliate of Wells Fargo & Company.
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.
© 2020 Wells Fargo Investment Institute. All rights reserved. CAR-1120-01281

2

