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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. 
 

GAUGE SHIFTS TO FAVORABLE   ǀ   EARNINGS AND GROWTH RECOVERING   ǀ   SENTIMENT WEIGHS  

This week, we’re using this space to discuss the newest partnership between Baird Private Wealth Management and 

Strategas Research: the Baird Market Gauge. The Market Gauge is a comprehensive look at how we see the environment 

for US stocks, created by taking 16 building blocks of market conditions, evaluating whether each is favorable or unfavorable 

to the overall environment, and netting the difference. Read more here. 

This quarter we made three changes to the Gauge. We remain impressed with the strength of the recovery, and with multiple 

vaccines approved and another fiscal stimulus bill looking more likely by the day, the prospects for continued expansion 

have improved markedly. For that reason, we moved both corporate earnings and economic growth to favorable. 

On earnings, US companies had a very strong third-

quarter reporting season. S&P 500 aggregate 

earnings were expected to decline 21% from last 

year, but only fell 6%. We believe that Q4 earnings 

should build on this strength. Further, the pace of 

profit margin contraction slowed during Q3. 

Stabilizing margins are usually a good sign for stocks. 

The second change that we made was to economic 

growth. Economic activity remains below pre-

pandemic levels, but GDP growth did bounce back in 

Q3. The distribution of vaccines provides the pathway 

to a V-shaped recovery after economic reopening. 

Another stimulus package could create a bridge to 

widespread vaccination sometime in 2021. 

Our final change was to move sentiment to unfavorable. In terms of market conditions, extreme investor optimism can 

be a warning sign for the markets, and 3 of the 7 sentiment indicators we watch are verging on extreme (two put/call ratios 

and one investor survey). We'll continue to monitor these and other metrics for evidence of excessive optimism.  

With these three changes, the Market Gauge moved to a net favorable position of +2, up from neutral at the end of Q3 when 

recovery was less certain. The combination of a fiscal stimulus, abundant liquidity, widespread vaccine distribution, 

economic reopening, and the unleashing of pent-up demand could provide a global synchronized economic expansion. 

Please refer to the Market Gauge piece that’s out today for more information and, as always, reach out if you have any 

questions. We wish you and your family a happy holiday, and we look forward to connecting with you again in the new year. 

 

Ryan Grabinski, Strategas 

Managing Director, Investment Strategy 
 

Ross Mayfield, Baird PWM Research 

Investment Strategy Analyst 

Market Strategy Weekly 
December 18, 2020 

A vaccine has improved the prospect of a V-shaped 
economic recovery that could resemble previous 
recoveries as shown in the GDP chart above (gray 
bands indicate recessions). This was a factor in the 
Baird Market Gauge moving to modestly favorable. 

https://content.rwbaird.com/BairdWealth/PDF/Strategas-Market-Guage.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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