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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. 

 

POLITICAL NOISE   ǀ   SALES RECOVERY   ǀ   EARNINGS IN FOCUS   

Last week, we closed with a reflection on long-term goals and the importance of not reacting to every piece of news that 

sends the market up or down. While it may be an understatement given the chaos of 2020, it strikes us that our ability to 

maintain this discipline—to keep our long-term goals in focus—will be put to the test over the next several months.  
 

While the March selloff was intense, understanding the "why" was fairly easy: markets were reacting to the virus and the 

uncertainty it presented. Now that we are learning to live with COVID-19, investors seem less prone to react to its every 

move, and are now focused on a wider menu of issues. But to the extent uncertainty has lessened and the recovery is on 

track, we wonder why investors are not generally more bullish. Politics may play a role (expected in an election year), along 

with the widening gap between the parties’ policy goals. This is key on two fronts for the economic recovery (and for 

markets): 1) the tension between lockdowns vs. reopening; and 2) the size, target, and timeline for additional fiscal stimulus. 
 

In addition to those uncertainties, we find it is never more difficult 

to assess the economy than during the transition from recession 

to recovery, when the gap between trailing data (reflecting the 

period just passed) and expectations for the future is at its widest. 

You can see this here, where we compare the consensus next 

12-months earnings estimate to trailing 12-month actual 

earnings. Straightaway, we notice the difference in the curve 

between previous recessions and today. Because of the 

specifics of each crisis, the Great Lockdown of 2020 seems to 

have a more difficult hurdle to clear when it comes to a full 

recovery. 
 

Speaking of earnings, this week brought the start of the Q3 earnings season, and we'll be paying particular attention to 

sales numbers. A critical matter to the economic recovery is how successful companies are in rebuilding their revenue. 

Stimulus helped consumers stay afloat, but how successful were companies in translating this to sales growth? Among 

sectors, Healthcare (a Strategas overweight) is expected to be the strongest, while Energy (a neutral weight) should lag. 
 

As we end, let's refocus on what we know. The V-shaped recovery in economic activity seen during Q3 was more than 

welcomed, but a continuation of this trend is less certain. It also seems safe to assume that the level of economic activity, 

output, and profitability will be higher next year (barring catastrophe). What investors will pay for those earnings, however, 

is likely to mystify traditional value investors unless the recovery can harness a handful or organic growth drivers.  

 

As always, the Baird team stands ready to help, so please let us know how we can. Stay healthy, stay safe, and have a 

wonderful weekend. 

 

Nicholas Bohnsack, Strategas 

President, Chief Operating Officer 

Head of Portfolio Strategy 
 

Ross Mayfield, Baird PWM Research 

Investment Strategy Analyst 
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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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