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Strategas – a Baird Company provides market strategy and perspective 

to help you better understand what is happening in the world today and 

how it impacts your portfolio and plans. Exclusive to Baird, these premier 

market, macroeconomic, and policy insights complement the planning and 

investment strategy work of your Financial Advisor. 

 

BUBBLE TALK   ǀ   NO BIG MARKET TOP YET   ǀ   ECONOMIC RECOVERY INTACT  

Last week, we walked through some of the legislative outlook and investment implications of the new Biden administration, 

so it's been a few weeks since we spoke directly about the markets. And as we talk to investors, the number one question 

is "Are we in a bubble?" We understand the sentiment, particularly as stock prices march higher despite the frustrating 

persistence of the virus. The question “Have we come a little too far, too quickly?” is well worth asking. 

Case in point: this week: US Q4 GDP missed expectations as pandemic-related 

economic weakness spread. At the same time, certain highly trafficked internet 

message boards sent a few individual stocks skyrocketing higher in just a few 

days. So, something does seem a little out of line.  

In times like these, we rely on our Strategas “bull market top” checklist (to the 

right), an attempt to identify and categorize key market items that have been 

present at past market tops. As of now, inflation is low, the Federal Reserve 

remains accommodative, and the earnings outlook continues to improve—the 

checklist remains largely unchecked. 

Now we'll admit, IPO activity has gotten a little excessive (particularly around the 

recent SPAC phenomenon), and the S&P 500 had quite a rally over the last 

several months (the “blow-off top” box on our checklist refers to an index making 

a large, statistically rare move above its longer-term average). Further, many of 

the sentiment indicators we follow are near their peaks (a worrying sign of 

overconfidence). In light of this, it wouldn’t surprise us if some investors started 

to take some risk off the table and allowed the market to reset a bit. Remember, 

corrections are common and a key part of long-term investing. 

We’ll close on two items. First, despite recent price weakness in certain sectors (e.g. Banks), we are encouraged by the 

limited signs of credit stress across the market. The second item is valuation. Though traditional valuation metrics look 

extended, the possibility of speculative excess can persist for longer than might seem appropriate (and at far more worrying 

levels than we observe now, particularly given the low rate environment). While the economy's transition from recovery to 

expansion can prove jagged, we'd stay the course for now. 

While we stay on the lookout for unhealthy excesses, we ask you to stay healthy yourself, think long-term, and know that 

the Baird team is here to help however we can. See you again soon. 

 

Nicholas Bohnsack, Strategas 

President, Chief Operating Officer 

Head of Portfolio Strategy 
 

Ross Mayfield, Baird PWM Research 

Investment Strategy Analyst 

Market Strategy Weekly 
January 29, 2021 

https://www.youtube.com/watch?v=mer82G4gTp0&feature=emb_title
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IMPORTANT DISCLOSURES 

This communication was prepared by Strategas Securities, LLC (“we” or “us”). Recipients of this communication may not 

distribute it to others without our express prior consent. This communication is provided for informational purposes only and 

is not an offer, recommendation or solicitation to buy or sell any security. This communication does not constitute, nor should 

it be regarded as, investment research or a research report or securities recommendation and it does not provide information 

reasonably sufficient upon which to base an investment decision. This is not a complete analysis of every material fact 

regarding any company, industry or security. Additional analysis would be required to make an investment decision. This 

communication is not based on the investment objectives, strategies, goals, financial circumstances, needs or risk tolerance 

of any particular client and is not presented as suitable to any other particular client; therefore, this communication should 

be treated as impersonal investment advice. The intended recipients of this communication are presumed to be capable of 

conducting their own analysis, risk evaluation, and decision-making regarding their investments.  

For investors subject to MiFID II (European Directive 2014/65/EU and related Delegated Directives): We classify the 

intended recipients of this communication as “professional clients” or “eligible counterparties” with the meaning of MiFID II 

and the rules of the UK Financial Conduct Authority. The contents of this report are not provided on an independent basis 

and are not “investment advice” or “personal recommendations” within the meaning of MiFID II and the rules of the UK 

Financial Conduct Authority.  

The information in this communication has been obtained from sources we consider to be reliable, but we cannot guarantee 

its accuracy. The information is current only as of the date of this communication and we do not undertake to update or 

revise such information following such date. To the extent that any securities or their issuers are included in this 

communication, we do not undertake to provide any information about such securities or their issuers in the future. We do 

not follow, cover or provide any fundamental or technical analyses, investment ratings, price targets, financial models or 

other guidance on any particular securities or companies. Further, to the extent that any securities or their issuers are 

included in this communication, each person responsible for the content included in this communication certifies that any 

views expressed with respect to such securities or their issuers accurately reflect his or her personal views about the same 

and that no part of his or her compensation was, is, or will be directly or indirectly related to the specific recommendations 

or views contained in this communication. This communication is provided on a “where is, as is” basis, and we expressly 

disclaim any liability for any losses or other consequences of any person’s use of or reliance on the information contained 

in this communication.  

Strategas Securities, LLC is a registered broker-dealer and FINRA member firm, as well as an SEC-registered investment 

adviser. It is affiliated with Strategas Asset Management, LLC, an SEC-registered investment adviser. Strategas Securities, 

LLC is also affiliated with and wholly owned by Robert W. Baird & Co. Incorporated (“Baird”), a broker-dealer and FINRA 

member firm, although the two firms conduct separate and distinct businesses.  

A complete listing of all applicable disclosures pertaining to Baird with respect to any individual companies mentioned in 

this communication can be accessed at http://www.rwbaird.com/research-insights/research/coverage/thirdpartyresearch-

disclosures.aspx.  

You can also call 1-800-792-2473 or write: Robert W. Baird & Co., PWM Research & Analytics, 777 E. Wisconsin Avenue, 

Milwaukee, WI 53202. 
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