
 
 

 

Robert W. Baird & Co. Incorporated Page 1 of 2 

 

 

 

 

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. 
 

YIELDS SPIKING   ǀ   EQUITY MARKETS SHAKY   ǀ   RECOVERY FIRM  

Despite all the stock market volatility this week, we think it makes sense to start in the fixed income world, where the yield 

on the 10-yr Treasury bond briefly broke through 1.60% Thursday. This is still low by historical standards but represents a 

sharp and rapid move in rates—recall that the yield was just 0.92% at the end of 2020. Higher bond yields make equity 

markets nervous for a variety of reasons (as we’ve seen this week), but the speed of this move is especially noteworthy. 

We look at weakness in the bond market (remember, bond prices fall as yields rise) and the resulting equity market volatility 

as both a test and a signal. The test comes in the form of markets staking out the pressure points of a new policy regime in 

Washington. And the signal? The question of whether the proposed $1.9 trillion stimulus is too much for an economy on the 

path toward reopening, still flush with cash from prior relief bills, and midway through vaccine rollout.  

So, is it too much? At this stage, the market may think so. 

As just one example, there was especially weak demand for 

7-yr US government bonds at Thursday’s auction. With a 

strong growth outlook ahead, the safety of Treasury 

bonds has become less appealing to some investors. 

This also creates an issue for the Treasury department, 

who'll likely need to scale up debt offerings to pay for 

additional stimulus. And as we approach the debt ceiling as 

early as Q2, this could prove a thorn in the current 

Administration's side.  

Elsewhere, we suspect a sharp rise in yields heightens 

concerns of inflation (as we’ve covered recently) as well 

as concerns of a potential curbing of recent housing market 

strength. The key on all of this will be follow-through—it’s 

critical for the recovery to grow into itself and to deliver 

against the lofty expectations embedded in prices.  

On this front, the selloffs and volatility that follow major market bottoms allow all the moving parts to reconnect—a necessary 

step for a robust recovery. We can see this clearly in one of our favorite charts: the current market rally off the March 2020 

lows vs. similar moves in 1982 and 2009.  

Ultimately, we wouldn't be overly concerned by market dislocation in the near-term. The building blocks remain in 

place for a durable economic recovery—remember the sequence: a recovery catalyst (in this case the reopening) leads to 

increases in activity, demand, output, revenue, investment, and profits. We're not at the reopening yet but stick with the 

Baird team and we'll get there together. Stay well 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 
February 26, 2021 

https://www.youtube.com/watch?v=jMC9SLtSci8
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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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