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Senior Technical Strategist Todd Sohn breaks down recent stock 

market weakness and a mixed investor sentiment picture, 

highlighting an unloved sector that is starting to outperform. 

 
 

 

MARKET SELLOFF    ǀ    SENTIMENT CHECK    ǀ    A SECTOR TO BUY         

ROSS MAYFIELD: How are you assessing the current market volatility that we’ve seen in recent weeks? 

TODD SOHN: We've had a real speed bump in the markets, and I think it's more rotational than anything. Some areas like 
small caps, high beta, and high-flying momentum-type names have traded down, but not enough to hit the overall market too 
badly. So, not really “oversold” yet, leaving us in a bit of an uncomfortable tactical position. Normally, when you have a selloff, 
you like to see the put/call ratio spike (investors buying protection), you want to see the VIX curve invert (near-term VIX futures 
contracts becoming pricier than longer-term contracts, indicating a high level of immediate-term anxiety), and you want to see 
20-day lows spike (a large number of stocks trading down, indicating broad-based selling). Those conditions usually present 
a buying opportunity in a global bull market like this one. We just want to stay patient and look for those oversold conditions to 
start adding to equities into the first quarter of the next year. The one thing to keep an eye on is the credit market. The private 
capital stocks have been weaker, and I wonder if that starts to leak into broader credit markets. If credit spreads start to widen 
out with stocks rallying, that's a little bit more concerning. But for now, I think you want to stay the course.  

ROSS: How does sentiment play into that calculus? What are you seeing in terms of bullish vs. bearish sentiment out there?  

TODD: Well, we’ve definitely seen some air come out of the leveraged 
corners of the market. Leverage has been rampant lately, which raised some 
red flags for us. But now you are seeing these high flyers sell off, so that’s 
good. If there's one risk that's out there in terms of sentiment, we do see 
acceleration in the money flowing into stock market ETFs recently. We’re 
seeing about $5 to $5.5 billion dollars per day—meaningfully higher than any 
of the last few years. So, flows are hot, but I do like seeing these levered 
corners compress…it's almost a necessary condition to get that overall 
sentiment temperature lower going forward. 

ROSS: If this is a rotational market, where do you see opportunity?  

TODD: We love Healthcare right now. It's been ice cold on the 
sentiment front—Healthcare sector ETFs have seen major outflows 
over the last year. It's a sector that has frankly not worked for quite 
some time. But we think there's a lot of runway here, especially if 
you're looking to play a little bit of a defensive tilt. Healthcare can carry 
those types of characteristics, especially in the pharma and 
equipment space. So, we're very opportunistic in Healthcare, 
especially as a way to water down Tech and Growth exposure. We 
think there's meaningful runway before the sector becomes too 
overcrowded, and there's a lot of negativity to reverse. It's also a 
significant weight in the S&P 500 which might help offset any sort of 
weakness you might see from the top of the index. 
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This conversation is lightly edited and consolidated from an interview located at www.youtube.com/@BairdTV. 

IMPORTANT DISCLOSURES 

Investors should consider the investment objectives, risks, charges and expenses of any fund carefully before 

investing.  This and other information about a fund can be found in the prospectus or summary prospectus. A 

prospectus or summary prospectus may be obtained from your financial advisor or the fund website and should 

be read carefully before investing. 

 

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. Market 

and economic statistics, unless otherwise cited, are from data providers FactSet and Bloomberg. 

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. Investment involves risk. You should review the prospectus or other offering 

materials for an investment before you invest. You should also consult with your financial advisor to assist you with your 

analysis, risk evaluation, and decision-making regarding any investment. 

The performance and other information presented in this communication is not indicative of future results. 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 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 

https://researchdisclosures.rwbaird.com/. You can also call 1- 800-792-2473 or write: Baird PWM Research & Analytics, 

777 East Wisconsin Avenue, Milwaukee, WI 53202.  
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