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We believe in the old saying: a picture is worth a thousand 

words. Here, we aim to recap recent market action and provide 

some perspective to investors. 

March 2021 

WHAT DOES YEAR TWO OFF A BEAR MARKET LOW LOOK LIKE? 

Why are sequels almost always worse than the original? I’ll passionately defend a handful (Empire Strikes Back? The Dark 

Knight??), but the reality is that it’s just hard to recapture the freshness, surprise, and twists of an original. Sequels are rarely 

outright bad (although Jaws 3-D does exist), but they’re just never quite as good.  

Of course, the same is often true in markets. To continue with my shoddy metaphor, we’re now approaching the final credits 

of a truly crazy original story: a deep bear market brought on by an unprecedented global pandemic and followed by one of 

the strongest market rallies of all time. And as we approach the anniversary of the March 23 lows, the question becomes: 

How’s the sequel to this story going to turn out? For that, we turn to the data below from our colleagues at Strategas.  

So what’s the story? It turns out that robust rallies are common 

in the first year off a bear market low (~40% on average). Pretty 

good! And this time was no exception; 75% in eleven months is 

historically strong. But what about year two, the sequel? Well, 

the good news is the party doesn’t usually stop right away. 

Instead, the second year of a new bull market tends to deliver 

solid, if more muted returns (~13% on average). Not bad at all. 

One note of caution comes from the final column, which shows 

that bigger drawdowns can be common in year two. Both 1982 

and 2009—two of the best comparisons for our current rally—

saw 14%+ selloffs and choppy trading environments. While 

these corrections ultimately proved transient (blips in much 

larger and longer bull runs), being prepared for heightened 

volatility is an important takeaway from this data.  

Finally, one big lesson that will stick with me from working and investing through this crisis (and is proven out by the first 

column): New bull markets start way before it feels like they should. When the rally began on March 24 the pandemic was in 

its infancy, not a single vaccine was even in a Phase II trial, and my city was an absolute ghost town. In no way, shape, or 

form did it feel like stocks should be rallying. Months later, the S&P 500 made a new all-time high amid a still-roiling pandemic 

and on the heels of one of the worst GDP prints in history. Stocks are forward-looking machines—they’ll almost always 

rally before it feels good. And by the time it does, many of the gains will have already been made. Remember, the S&P 500 

was up ~60% (!) by the time Pfizer’s vaccine announcement (hopefully) marked the beginning of the end of the pandemic. 

In the end, nothing is guaranteed in markets. The table above provides an excellent outline for what the next year could 

look like—positive returns, heightened volatility—but it’s just a best-guess. In the end, your financial plan (and your ability 

to stick to it) is the only thing that truly matters. Call your Baird Advisor today to discuss this or anything else on your mind. 
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S&P 500 Performance off Bear Market Lows 

Source: Strategas, as of 3/3/21 
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Disclosures 

This is not a complete analysis of every material fact regarding any company, industry or security. The opinions expressed 

here reflect our judgment at this date and are subject to change. The information has been obtained from sources we 

consider to be reliable, but we cannot guarantee the accuracy.   

 

This report does not provide recipients with information or advice that is sufficient on which to base an investment decision.  

This report does not take into account the specific investment objectives, financial situation, or need of any particular client 

and may not be suitable for all types of investors.  Recipients should consider the contents of this report as a single factor 

in making an investment decision.  Additional fundamental and other analyses would be required to make an investment 

decision about any individual security identified in this report. 

 

For investment advice specific to your situation, or for additional information, please contact your Baird Financial Advisor 

and/or your tax or legal advisor. 

 

Fixed income yield and equity multiples do not correlate and while they can be used as a general comparison, the 

investments carry material differences in how they are structured and how they are valued. Both carry unique risks that the 

other may not. 

 

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.  

 

Copyright 2020 Robert W. Baird & Co. Incorporated.  

 

Other Disclosures  

UK disclosure requirements for the purpose of distributing this research into the UK and other countries for which Robert 

W. Baird Limited holds an ISD passport. 

 

This report is for distribution into the United Kingdom only to persons who fall within Article 19 or Article 49(2) of the Financial 

Services and Markets Act 2000 (financial promotion) order 2001 being persons who are investment professionals and may 

not be distributed to private clients.  Issued in the United Kingdom by Robert W. Baird Limited, which has an office at 

Finsbury Circus House, 15 Finsbury Circus, London EC2M 7EB, and is a company authorized and regulated by the Financial 

Conduct Authority.  For the purposes of the Financial Conduct Authority requirements, this investment research report is 

classified as objective.   

 

Robert W. Baird Limited ("RWBL") is exempt from the requirement to hold an Australian financial services license.  RWBL 

is regulated by the Financial Conduct Authority ("FCA") under UK laws and those laws may differ from Australian laws.  This 

document has been prepared in accordance with FCA requirements and not Australian laws.   


