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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 government policy insights complement the planning and investment strategy 

work of your Financial Advisor. 

 

CYCLICAL RECOVERY BIAS INTACT   ǀ   FOCUS ON NEAR-TERM VALUE 

We continue to believe that inflation will be stickier than the Fed has 

suggested it will be, but also that policy doesn’t appear to be moving toward 

normalization anytime soon. The Fed’s recent attempt at a balanced  tone 

strikes us as an effort to wriggle out of last summer’s “we’re not even 

thinking about thinking about raising rates” while providing cover for broadly 

accommodative policy to continue. Meanwhile, we’ve noticed renewed 

urgency from Democrats eager to move on the President’s infrastructure 

and tax agenda.  

These observations have led us to consider the “duration” of our equity 

exposure. Companies with valuations tied to future expectations seem 

especially vulnerable to higher long-term interest rates. As Jason Trennert 

wrote recently, if you believe that inflation will be higher and last longer than 

the consensus believes it will, you would likely favor investments that pay 

regular dividends or buy back stock.  

We remain comfortable with our cyclical bias toward Financials, 

Energy, Materials, and Industrials, with our portfolios positioned for 

the continued improvement in economic growth and the transition 

from recovery to expansion.  

There is one instance in which our bullishness for Financials could abate. 

Although the market’s focus on inflation and interest rates are linked, an 

environment could develop where inflation is stickier than expected and 

monetary and fiscal policy keep interest rates near the lower bound of 

expectations. This outcome would likely renew interest in the same mega-

cap tech names that carried the market higher in 2020 as well as growthier 

shares in general. We don’t believe we’re there yet, but we aren’t blind to 

the possibility.  
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 Allocations are labeled as over-, under-, and neutral weight compared to sector weightings in the S&P 500 index. The Standard & Poor’s 500 is an index of 
the 500 largest U.S. publicly traded companies. It is market-capitalization weighted, giving very large companies greater influence over the index’s movement. 
This also contributes to the balance of sector weights, as is noted in a few places in the table above. The exact sector weightings in the S&P 500 index can 
float from day to day as normal trading causes shares within the index to rise or fall in price. It is not possible to invest directly in an index. 
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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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