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This week Chris Verrone, head of technical and macro research, 

takes us through five major topics that capture why this market 

looks like it still has room to run (in other words, this is not 1999), 

and what his team is mindful of heading into summer. 
 

 

EXPECTATIONS GETTING HARDER TO BEAT    ǀ    BROAD PARTICIPATION MEANS IT’S NOT 1999 

Every crisis is unique, but markets respond in familiar ways. Covid is a unique crisis, but so was the tech bubble and 

every other crisis. What’s not particularly unique is the market’s interpretation of these events. If you look at the performance 

for the first twelve months off the low, it’s familiar. You tend to get some of your best bull market returns in those first twelve 

despite this great divide between what the equity market reflects and what the economy reflects. We’re now more than a year 

off last year’s low—and when you look at performance in that second year off the market bottom, returns tend to still be pretty 

good, averaging roughly 13% in the aftermath of past crises. But it’s rarely a straight line in that second year—you do tend to 

get a drawdown or a correction. I just want to be a little bit mindful of this for two reasons. First, we are starting to approach 

the weaker seasonal period of the year. The second reason involves the sentiment data we track. 

Sentiment data is running pretty hot which means expectations are getting harder to beat. We look at seven different 

sentiment inputs every single day (things like flows, surveys, and put/call ratios). Five of them right now are in at least the 90th 

percentile of the historical range. This tells us that the bar to exceed expectations is getting higher and higher. And that I think 

is another big difference between year one off a stock market low and year two off a low. Expectations were very depressed 

the first year off the market bottom. It gets harder to beat upward expectations in year two. So this is something we are mindful 

of as we approach the summer. 

Today’s market can’t be compared to the narrow market of 1999. Stock valuations are relatively high, but we call this a 

“good overbought condition” because so much of the market is participating. You don’t tend to get major peaks (marking the 

end of a bull market) from these broad market conditions. You can get corrections, but your major tops historically come from 

very narrow markets. It’s one of the reasons we don’t buy the comparison to 1999 and fears of a bursting bubble. March 24, 

2000 was the all-time high of the S&P tech cycle. Nearly two-thirds of the market had already seen valuations driven down by 

that point. A narrow selection of names were still advancing higher and that created vulnerability to something going wrong—

a different picture than what we see today. 

Cyclical sectors still dominate our sector rankings and that’s a good sign. The market’s more defensive groups, Health 

Care, Consumer Staples, and Utilities remain at the bottom of our sector ranking list (a proprietary technical research tool we 

use). If trouble was brewing in the markets, these sectors would likely start to make their way up this list. But the top of our 

sector rankings is still largely defined by Consumer Discretionary and other cyclical names. As long as we have Discretionary 

working, I feel comfortable that we are not yet to the midpoint of this market cycle. Within Discretionary, a big focus of our work 

has been the strength of the homebuilders. Despite the homebuilders’ index moving sharply off the Covid lows, homebuilders 

are only just back to where they were in 2004. These stocks are finally starting to break out relative to the S&P.  

Finally, Europe is doing better than recent headlines suggest. We like to look for areas of the world where the price action 

defies consensus thinking. I think Europe is a great example. Recent headlines have been pessimistic on the fall-out from the 

vaccine roll out—but the price action tells a different story. German DAX is at an all-time high, the French CAC is right there 

as well. Italian stocks are acting well and the UK is acting better.  

Thank you for your time and as always we encourage you to talk to your Baird Financial Advisor about your own goals and 

concerns. 

 

Chris Verrone, Strategas 
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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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