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NEXT DRIVER OF EQUITIES IS LIKELY EARNINGS 

At this point in the recovery, it is not 
uncommon for earnings to take over as 
the driver of equity returns, leading to an 
unwinding of elevated multiples as 
cyclical sectors’ depressed earnings 
recover. Perhaps 2021 will see more 
sanguine commentary about corporate 
fundamentals. 

  

 

 

 

 

 

 

AFTER A MINOR SETBACK, NTM EPS CONTINUES ITS GRIND HIGHER 

After the setback seen when Tesla was 
added to the index, the daily NTM EPS 
progression for the S&P 500 has 
continued its grind higher. We originally 
anticipated it would reach its pre-Covid 
levels in April, but this is likely pushed 
back until May. Still, it remains a much 
faster rebound than most investors 
expected. 
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CONSUMER DISCRETIONARY EARNINGS & SECTOR WEIGHT DIVERGING 

With multiples elevated to levels last seen 
during the tech bubble, we often hear that 
tech is “frothy,” but the truth is this cycle, 
the tech sector, at least in the large-cap 
space, is carrying its weight. On the other 
hand, discretionary is where we would 
focus our attention. With Tesla’s addition 
to the index, the market cap weight is 
close to 13%, while its earnings weight is 
only 7%, matching the highest spread on 
record dating back to 1995. 

  
  

 
 

 
 
 
 
 
 
 
CAUTION: RISING CASES IN CHINA LEADING TO RENEWED “LOCKDOWNS” 
 

We don’t want to raise any red flags, but 
we thought it was worth bringing to 
attention, given our bias towards 
emerging markets. In recent days, China 
has seen an uptick in cases, and while 
officials are hesitant to use the term 
“lockdown,” residents in 11 regions are 
being asked not to go out, and vehicles 
are prohibited on the roads. Ultimately, 
this could result in lower oil demand as the 
Lunar New Year approaches. 
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APPENDIX – 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 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/third-partyresearch-
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. 


