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Investment Highlights 

The National Instant Criminal Background Check System (NICS) was created to 

comply with The Brady Handgun Violence Prevention Act of 1993. Total NICS 

checks include requests for permits and permit renewals, and excluding these two 

categories, or adjusted NICS checks, provides a proxy for gun purchases in the U.S. 

 

Adjusted NICS checks accelerated beginning March of 2020 and the year-over-year 

growth rate peaked in June of 2020 at 136%. The growth rate in July 2020 was 

123%, and for the next four months, the growth in NICS checks averaged 54%. By 

December, the growth rate was less than half the rate of the previous four months, 

rebounded in January 2021 and decelerated again in February 2021. From March 

through year-end the average year-over-year decline was almost 20%. For the year, 

adjusted NICS checks were down 12% versus 2020. 

 

In our opinion, there are five driving factors for the sharp increase in NICS checks 

in 2020: 1) checks were down 16% from the end of 2016 through the end of 2019 

and the subsequent increase is a reversion to the mean. Catalysts for that reversion 

include: 2) the uncertainty created by the pandemic; 3) the wave of riots and violence 

and increased crime in many U.S. cities in 2020; and 4) uncertainty over firearm 

regulations. 5) Pressure on police budgets. 

 

As the pandemic continues to wane, so, too, could demand for firearms. However, 

hostility to police budgets, ambivalent attitudes towards organized public 

disturbances, and increased proposals for restrictions on firearms will likely mitigate 

some of this diminution in growth. In our opinion, the public desires a certain level 

of safety and will satisfy that desire with some combination of publicly and privately 

provided goods and services. That is, if publicly provided safety declines relative to 

the amount desired, privately provided safety will increase. And vice versa.

Law Enforcement Industry 

 
Adjusted NICS Checks Continued Decline in Q4, Full Year 2021 

   
Adjusted National Instant Criminal Background Check System (NICS) firearm 

background checks declined in December versus a year ago. Total checks declined 

21% versus December of 2020, and checks excluding new permits and permit 

renewals, a proxy for firearm purchases, declined 6% in December, a continuing 

deceleration in growth from the past twelve months. Comps will remain difficult over 

the coming months.  
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The National Instant Criminal Background Check System (NICS) provides a proxy for firearm sales. The Brady Handgun 

Violence Prevention Act of 1993 requires the FBI to check whether prospective firearms or explosives buyers' names and birth 

years match entries in federal databases of 1) criminal histories in the Interstate Identification Index (III); 2) wanted persons, 

subjects of protection orders, and other persons who may pose a threat to officer and public safety in the National Crime 

Information Center (NCIC) database; 3) persons prohibited from possessing or receiving a firearm in the NICS Indices; and 4) 

non-U.S. citizens attempting to receive firearms. Total NICS checks include requests for permits and permit renewals, and 

excluding these two categories, or adjusted NICS checks, provides a proxy for gun purchases in the U.S. 

 

Adjusted NICS checks accelerated beginning March of 2020 and the year-over-year growth rate peaked in June of 2020 at 

136%. The growth rate in July 2020 was 123%, and for the next four months, the growth in NICS checks averaged 54%. By 

December, the growth rate was less than half the rate of the previous four months, rebounded in January 2021 and decelerated 

again in February 2021. From March through year-end the average year-over-year decline was almost 20%. For the year, 

adjusted NICS checks were down 12% versus 2020. 

 

 
Source: “NICS Firearm Background Checks: Month and Year by State and Type,”  

www.fbi.gov/services/cjis/nics 

 

From 1999 through 2008, background checks (less permits and renewals) increased at a 1.3% compound annual rate. From 

2008 through 2016, checks grew at a 7.3% compound annual rate. From the end of 2016 through 2019, the number of checks 

fell at a 5.8% annual rate. For 2020, background checks (excluding permits and renewals) were 21.1 million, 60% higher than 

the 13.2 million checks processed in 2019. In 2021, adjusted checks were 18.5 million, down 12% versus the adjusted checks 

in 2020 and down from the peak level of a 22.0 million annualized rate achieved in January 2021. 

 

 
Source: “NICS Firearm Background Checks: Month and Year by State and Type,”  

www.fbi.gov/services/cjis/nics  
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The increase in adjusted NICS checks as a proxy for firearm and ammunition sales is verified by excise tax data. Using U.S. 

Treasury Alcohol and Tobacco Tax and Trade Bureau excise tax collection data, wholesale firearm and ammunition sales grew 

at a 7.2% compound annual rate from 2000 through 2008, 12% from 2008 to 2016, fell at a 10% compound rate from 2016 

through mid 2019. Sales have increased at a 34% compound rate since the trough in 2016, but the rate of growth has declined 

sharply, and comps will be difficult in the coming quarters. 

 

 
Source U.S. Treasury, Alcohol and Tobacco Tax and Trade Bureau, https://www.ttb.gov/foia/electronic-reading-

room.  

 

Within the continental United States, adjusted checks for the three months ending December 2021 were down in almost every 

state. Iowa was the only state with an increase in adjusted NICS background checks in December. 

 

NICS Background Checks (excluding new and renewal permits) 

by State and Territory 

 
Source: “NICS Firearm Background Checks: Month and Year by State and Type,”  

www.fbi.gov/services/cjis/nics 

 

We have created two indices to capture the share performance of firearm/self-defense and accessory companies primarily 

serving 1) the consumer market: American Outdoor Brands, Ammo, Inc., Byrna, Smith & Wesson Brands, Sturm, Ruger & 
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Company, Inc. and 2) those primarily serving the law enforcement market: Axon, Digital Ally, ShotSpotter, VirTra and Wrap 

Technologies.  

 

The indices are equal-weighted, chain-linked and begin in March of 2020, about the start of the pandemic. From March 2020 

to their respective peaks in June 2021 the consumer index increased over 640%, much of the increase due to the increase in 

Byrna. Excluding Byrna from the group, the consumer index would have increased over 380%. The law enforcement index 

increased 167%. The index of the consumer group has declined 46% since its peak versus a 34% decline for the law enforcement 

index from its peak.  

 

 
Source: Factset 
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Important Disclosures: 

 

Dawson James Securities, Inc. (the "Firm") is a member of the Financial Industry Regulatory Authority ("FINRA") and the Securities 

Investor Protection Corporation ("SIPC").  

 

The Firm does not make a market in the securities of the subject company(s). The Firm has not engaged in investment banking 

relationships with the subject company in the prior twelve months, as a manager or co-manager of a public offering and has not received 

compensation resulting from those relationships. The Firm may seek compensation for investment banking services in the future from 

the subject company(s). The Firm has not received any other compensation from the subject company(s) in the last 12 months for 

services unrelated to managing or co-managing of a public offering. 

 

Neither the research analyst(s) whose name appears on this report nor any member of his (their) household is an officer, director, or 

advisory board member of these companies. The Firm and/or its directors and employees may own securities of the company(s) in this 

report and may increase or decrease holdings in the future. As of December 31, 2021 the Firm as a whole did not beneficially own 1% 

or more of any class of common equity securities of the subject company(s) of this report. The Firm, its officers, directors, analysts, or 

employees may affect transactions in and have long or short positions in the securities (or options or warrants related to those securities) 

of the company(s) subject to this report. The Firm may affect transactions as principal or agent in those securities.  

 

Analysts receive no direct compensation in connection with the Firm's investment banking business. All Firm employees, including the 

analyst(s) responsible for preparing this report, may be eligible to receive non-product or service-specific monetary bonus compensation 

that is based upon various factors, including total revenues of the Firm and its affiliates as well as a portion of the proceeds from a broad 

pool of investment vehicles consisting of components of the compensation generated by investment banking activities, including but 

not limited to shares of stock and/or warrants, which may or may not include the securities referenced in this report.  

 

Although the statements in this report have been obtained from and are based upon recognized statistical services, issuer reports or 

communications, or other sources that the Firm believes to be reliable, we cannot guarantee their accuracy. All opinions and estimates 

included in this report constitute the analyst's judgment as of the date of this report and are subject to change without notice. 

 

The securities of the company discussed in this report may be unsuitable for investors depending on their specific investment objectives 

and financial position. This report is offered for informational purposes only and does not constitute an offer or solicitation to buy or 

sell any securities discussed herein in any jurisdiction where such would be prohibited. Additional information is available upon request. 

 

Ratings Definitions: 

 

1)   Buy: the analyst believes the price of the stock will appreciate and produce a total return 

of at least 20% over the next 12-18 months; 

2)  Neutral: the analyst believes the price of the stock is fairly valued for the next 12-18 

months; 

3) Sell: the analyst believes the price of the stock will decline by at least 20% over the next 

12-18 months and should be sold. 

 

The following chart reflects the range of current research report ratings for all companies, followed by the analysts of the Firm. The 

chart also reflects the research report ratings relating to those companies for which the Firm has performed investment banking 

services. 

 

Current as of… 10-Jan-22       

  
Company 
Coverage   

Investment 
Banking   

Ratings Distribution # of Companies % of Total # of Companies 
% of 

Totals 

Market Outperform (Buy) 27 69% 6 22% 

Market Perform (Neutral) 12 31% 0 0% 

Market Underperform (Sell) 0 0% 0 0% 

  Total 39 100% 6 15% 
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Analyst Certification: 
 
The analyst(s) whose name appears on this research report certifies that 1) all of the views expressed in this report accurately reflect his 

(their) personal views about any and all of the subject securities or issuers discussed; and 2) no part of the research analyst's compensation 

was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the research analyst in this 

research report; and 3) all Dawson James employees, including the analyst(s) responsible for preparing this research report, may be 

eligible to receive non-product or service-specific monetary bonus compensation that is based upon various factors, including total 

revenues of Dawson James and its affiliates as well as a portion of the proceeds from a broad pool of investment vehicles consisting of 

components of the compensation generated by investment banking activities, including but not limited to shares of stock and/or warrants, 

which may or may not include the securities referenced in this report. 
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