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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. 

 

DOLLAR WEAKENING   ǀ   INFLATION POTENTIAL   ǀ   ADDING TO GOLD  

Despite some of the concerning headlines and weaker economic data of late, we remain broadly encouraged by the bullish 

combination of our recovering economy transitioning towards expansion and the abundance of fiscal and monetary policy. 

A trillion here, a trillion there, and as they say, soon we'll be talking about real money. And while there are some areas to 

keep an eye on, like recent COVID-related weakness in the labor market, we believe that as the economy strengthens and 

begins to reopen, we’ll continue to see a meaningful increase in economic activity. Of course, as with all things in life, this 

won't happen without a few bumps in the road. 

With our 2021 investment outlook and portfolio allocation thoughts firmly on the record, we want to turn our attention to one 

of the less-discussed drivers of the global economy: the U.S. dollar (USD). As we can see in this chart of the U.S. Dollar 

index, a measure of the dollar’s strength relative to the U.S.’s major trading partners, the value spiked in March on COVID 

uncertainty before snapping back and embarking on a 

six-month stretch of fairly aggressive weakening.  

The dollar is broadly considered a safe haven asset 

due to its status as the world’s reserve currency, so 

some weakening makes sense as COVID uncertainty 

abates and the global economy continues its 

recovery. Further, a weaker dollar makes U.S. goods 

(and many U.S. stocks) more attractive—consider oil, 

which is priced in USD. If the dollar weakens, a foreign 

nation can purchase more oil for the same amount of 

their home currency. In this way, a weaker dollar can 

be stimulative.  

However, more concerning is the idea that the dollar’s 

weakness may be, in part, a referendum on America’s mounting federal debt and increasing budget deficit. Therefore, we’ll 

also keep an eye on items like the change in money supply (i.e. how many dollars are in circulation). This measure is 

magnitudes higher than it was during the financial crisis a decade ago, again highlighting the abundance of fiscal and 

monetary policy currently in play. At some point, a continuation of this trend would lead us to worry more about inflation.  

But what to do about it? For those who follow our tactical allocation strategies, you'll notice we've increased our 

recommended allocation to Gold—just modestly—as a hedge for a potential inflation jump later this year (even if it proves 

temporary). And while it's important to consult your Baird Financial Advisor for the impact on your plan, more exposure to 

Gold could be a prudent shift in positioning given the likelihood that we'll see more fiscal spending in the coming months. 

As always, remember the Baird team is here to help you however we can. Stay healthy, and we'll 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 15, 2021 

https://content.rwbaird.com/BairdWealth/PDF/MIT-2021-01-07.pdf
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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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