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This week, Strategas Head of Technical Strategy Chris Verrone 

takes us through a grab-bag of fascinating market insights. Chris 

covers a ton of information and has some great charts, so be 

sure to check out the full video presentation here. 

MARKET FRUSTRATING, NOT FATAL    ǀ    ENERGY STRENGTH    ǀ    WATCHING YIELDS CLOSELY 

What’s our market call? We still believe the trend of this market is 

up, but momentum has started to soften under the surface. Over the 

last few months participation has narrowed a little as fewer stocks 

move higher along with the market. The NASDAQ 100 index made a 

new high this week, but only about half of its stocks are above their 

50-day moving average. A similar story is occurring in the S&P 500.

We don't think it’s fatal, but it may be frustrating, especially as we

enter a weaker seasonal stretch for the market (as seen in our chart).

What do we feel strongest about? That the leadership from the 

Energy stocks is durable, and that oil prices will continue to surprise 

to the upside. The outperformance of Energy versus the broader 

market over the last several months is as good as anything we've 

seen in 15 years. That’s a potent signal. 

What has surprised us over the last several months? We’re a little surprised that although we’re seeing weakness in the 

more speculative corners of the market (e.g. IPO index and SPACs down 20%–30%, bitcoin selling off), it hasn’t bled into the 

broader market. We think that bears watching. 

What worries us? We're a little uncomfortable that the 10-year Treasury yield has gone from 1.75% down to 1.45%. Our best 

guess is that the cycle-high in bond yields has not happened yet—we think they ultimately crest above 1.75%. But we have to 

be aware that the market seems to be challenging that view. Ultimately, we think if bond yields were going a lot lower, market 

leadership would look different than it does (e.g. rate-sensitive sectors would be stronger and Financials would be weaker). 

What are a few things you might not know but should? 1) Of the 19 banks that forecast oil prices, just one has a forecast 

>$70 by year-end. The problem is that oil is already above $70, so we think those forecasts will need to come up; 2) At a recent 

event, we asked everyone to share their year-end S&P 500 target price. The lowest among the group was 4,100 (the S&P 

closed at ~4,266 Thursday). With not a bear to be found, sentiment could be a risk going forward. 

Where are we out of consensus? We think Energy leadership is durable, we think global pharmaceutical stocks are 

improving, and we think that defense contractors are starting to reemerge as leadership after a difficult seven years. 

Where are we part of the consensus? Everyone we know, ourselves included, is bearish on the US dollar. We don't mind 

being in consensus, but we have to be aware of it and always be on guard for competing messages when that's the case.  

How do our sector rankings look? In large cap, Energy and Financials remain 1 and 2 at the top of our list. This is the case 

despite the recent surge in Financial stocks making a one-month low (in fact, this tends to be a positive indicator from a 

contrarian perspective). On the flip side, Consumer Staples and Utilities remain near the bottom of our rankings. As mentioned 

above, if bond yields were in fact going a lot lower from here, we would expect groups like Staples and Utilities to be stronger. 
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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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