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FINANCIALS HELD CAPTIVE TO THE LEVEL OF INTEREST RATES 

It is no secret that the financial sector 
and banks are significantly out of favor 
amongst investors. From a macro 
perspective, the low-interest-rate 
environment has hindered share price 
appreciation, and in fact, the rolling 
250-day correlation between yields and 
the sector is 0.59. Without a rise in 
rates, it’s difficult for us to see a material 
change in the broader view toward 
Financials as a whole. 
 

 
 

 

 
 

LACK OF TOP-LINE GROWTH PROSPECTS WEIGHING ON FINANCIALS 

The compound annual growth rate in 
sales for the broader market from 2020-
2022 is estimated to be 2.6%. Currently, 
the only financial industry group with an 
estimated growth rate expected to 
exceed those levels is the capital 
markets industry at 3.7%. We’ve written 
in the past how we continue to favor the 
M&A Advisory firms, and we believe this 
still holds. At only 28% of the financial 
sector, the capital markets industry 
does not have enough clout to influence 
the overall sector.  
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AN ABUNDANCE OF UNCERTAINTIES REMAIN FOR 2021 

So far this reporting season, earnings 
beats and lower loan loss provisions 
have not been enough to convince 
investors the worst is behind financial 
firms. While institutions have been quick 
to add to loan loss reserves in prior 
quarters, the losses are not yet stacking 
up.  Forbearance programs and fiscal 
stimulus have provided a backstop for 
consumers. As the chart below shows, 
the FDIC charge-off rate for credit cards 
is virtually unchanged this year, but the 
unemployment rate has spiked. 
Policymakers have built a bridge for 
consumers, but without additional 
stimulus, will the bridge collapse?  

 
 

   
   

 
 

  

WITHIN FINANCIALS, RISK-ON FACTORS WORKING 

Like other sectors, risk-on factors like 
high beta, high leverage, and high short 
interest have shown promise for those 
investors who must have exposure to 
financials. Interestingly, companies that 
fit these factor profiles are not 
concentrated in one particular industry.  
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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. 


