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Strategas Head of Technical Strategy Chris Verrone joins us to 
break down the recent moves in both the stock market and the 
bond market before giving us his read on one of the best-
performing sectors of the year. 
 

 

DO WE BELIEVE THE RALLY?    ǀ    BONDS NOT BUYING PEAK INFLATION    ǀ    ON ENERGY     

ROSS MAYFIELD: What do you make of the current rally in the stock market as it stands today? 

CHRIS VERRONE: We ask, “what are the signs that would tell 
us a bounce is more than a bounce, it’s the start of a new bull 
market?” Number one, expansion of breadth and better 
momentum; more stocks participating in the rally. And I think 
we can check that box. The other two ingredients are pro-
cyclical, risk-on leadership and some easing in the macro 
conditions that have plagued the market all year. On the 
leadership front, it's still very mixed. We like the improvement 
in Industrials and Consumer Discretionary, but the 
persistent strength from a defensive, late-cycle sector like 
Utilities is historically very odd in the early innings of a 
new bull market. That’s the first sector to have made a new 
cycle high in these last two months, and that's just unusual 
historically. And then on the macro front, the yield curve is still 
very much inverted here, which is historically at odds with what 
you would expect in the early days of a new cycle bull. So, we 
like the momentum and breadth, but I think we have more work 
to do on both the leadership and the macro fronts.   

ROSS: Speaking of the yield curve, what is your view on short-term yields having proven pretty sticky around their cycle highs?  

CHRIS: Apparently no one told the bond market about “peak inflation,” because the recent rally in 2-year Treasury yields and 
the resilience of 10-year yields is inconsistent with the idea that we've put a meaningful top in the trajectory of inflation. And, 
somewhat paradoxically, the soft July CPI print actually marked a low in 10-year yields. We see it abroad as well; you've had 
very big move in global yields over the last few days, and the move in UK yields, in particular, has been intense. So, I don't 
think the bond market is necessarily on board with the idea that inflation has permanently changed direction. 

ROSS: Energy stocks have been a standout this year but have struggled of late. How are you thinking about that sector?   

CHRIS: I’ll make three observations. First, let’s remember that Energy is still the best-performing S&P 500 sector this 
year even after its recent correction. We're believers in long-term momentum, and we think Energy retains some of 
that here. Second, while oil prices have made new lows in recent days, natural gas is actually making new highs. So, you're 
seeing this divergence open up between the gas market and the crude market. Finally, despite oil weakening, the Energy 
stocks are actually not making new lows; the Energy equities, I think, are telling us that they can still be profitable and still be 
good investments even with the price of crude oil down in the mid-eighties. We've also noticed if you look at the forward crude 
oil contracts, say 24 or 36 months in the future, those have not gone down as much of late. Between that and the resiliency of 
the Energy stocks, I think the market is saying, “there are still some structural tailwinds for Energy moving forward.” 
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IMPORTANT DISCLOSURES 
Past performance is not indicative of future results and diversification does not ensure a profit or protect against loss. All 
investments carry some level of risk, including loss of principal. An investment cannot be made directly in an index. 

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. 

 

 

http://www.rwbaird.com/research-insights/research/coverage/thirdpartyresearch-disclosures.aspx
http://www.rwbaird.com/research-insights/research/coverage/thirdpartyresearch-disclosures.aspx

