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Strategas Investment Strategist Ryan Grabinski dives deep into 

recent updates to the Baird Market Gauge and hints at a few 

areas to watch over the coming months. We close by looking at 

the Fed’s tapering plans and how they might impact markets. 
 

 

SENTIMENT SHIFTING    ǀ    MARGINS IN FOCUS    ǀ    TAPERING NOT A CONCERN 

ROSS MAYFIELD: You recently updated the Baird Market Gauge—moving “Sentiment” to Favorable from Unfavorable—

which ultimately shifted the Gauge into positive territory. Can you talk about why you all decided to make that change? 

RYAN GRABINSKI: There are two reasons for the change. The first has to do with the decline of cyclical inflows into equities. 

This suggests sentiment is no longer euphoric for the reflation trade, and despite flows being a little lackluster, the broad market 

has actually held up really well in recent months. The second reason is related to our sentiment dashboard, which looks at 

various investor survey data. In recent months, the dashboard showed that some of the sentiment readings were a little 

extreme, but they’ve cooled off quite a bit since.   

ROSS: Let's shift a bit. Are there any indicators that are concerning you or that you might see changing in coming months?  

RYAN: One indicator that we’re concerned about is valuation. The S&P is trading at about 22x forward earnings, which is 

definitely elevated. But then when you look at things in relative terms (i.e. compared to other asset classes, like bonds) it's 

actually hard to call stocks too expensive. So it’s a mixed bag.  

As far as a metric that could shift in coming 

months, we have our eyes on profit growth and 

margins. We saw a tremendous surge in 

earnings growth through the first half of the year, 

but we expect that to come down a bit. The Delta 

variant (lower sales) and inflation (higher input 

costs) could squeeze margins. Margins are 

already near record highs, so there’s room to 

come down, and that’s a concern because 

stocks don’t typically get into too much trouble 

until margins start to roll over. 

ROSS: Let’s use the inflation remark to pivot the Fed’s Jackson Hole meeting, which is occurring this week. They're going to 

want to start tapering asset purchases soon – how are you thinking about the inevitable tightening of monetary policy? 

RYAN: Overall, you have to keep things in perspective. We’re still in the early innings of a fragile economic recovery – the Fed 

is going to need to remain easy for the foreseeable future, even if they start pulling back accommodation soon. On tapering 

specifically, if we look back to 2013 (when it was first mentioned post-crisis), equities actually did quite well. As far as raising 

interest rates, the market thinks it will be 4Q22 at the earliest, so still quite a ways out. And when we look at historical rising 

rate cycles, it's not even necessarily the first Fed rate hike that matters—equities have actually done quite well after the first 

hike – but it’s the later hikes where you get into trouble. So overall, we think it’s prudent to stay the course with your 

equity allocations and remain in the stock market here, even as policy is certain to tighten somewhat. 
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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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