
 

 

 

 

 

Robert W. Baird & Co. Incorporated Page 1 of 2 

WEALTH SOLUTIONS GROUP 

 

 

 

 

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. 

                                                                                                                                                                                  May 2022 

WHY A “SOFT LANDING” IS A CHALLENGE 

Of the many headwinds facing the market, the largest is the rapid shift in expectations for monetary policy at the Federal Reserve. 

In the early part of the pandemic, the Fed let the economy run hot to get the unemployment rate down from 15%. They succeeded, 

but in some ways rising inflation has been the price paid. So (while somewhat behind the curve), the Fed has officially shifted into 

inflation-fighting mode. They do this primarily by raising interest rates to stymie demand – less borrowing, less spending, less 

hiring, etc. At a high level, curbing demand should cool the economy and moderate inflation. However, it’s a tightrope act – a step 
too far and you can induce an economic slowdown or worse, recession (which many past instances have, in fact, preceded).  

The Fed is also limited by only being able to influence the demand side of things; the supply side of the equation is largely out of 

their control. War in Ukraine is roiling commodity markets, China’s Covid-19 policy is causing a redux of the early-pandemic 

supply chain turmoil, and other strains across the globe persist. In the end, this is why a “soft landing” –  i.e. curbing inflation 

without inducing a recession – is incredibly difficult. To stop inflation, the Fed must intentionally cool our economy. But 

without some supply-side help, the task of doing so succesfully becomes inifinitely more challenging. 

An example playing out before our eyes is in the housing 

market. The pandemic and demographics stimulated 
housing demand, while record low mortgage rates helped 

juice the activity. At the same time, housing supply was 

limited by underinvestment post-2008, as well as global 

supply chain problems and labor shortages. This created 

an unsustainably hot housing market, fueling the sort of 
sticky inflation the Fed wants to curb. And sure enough, as 

the Fed has pivoted, mortgage rates have spiked to 

decade highs. That leads us to this week’s housing data: 

sales of newly built homes dropped 17% m/m in April, far 

more than expected, and are down 27% y/y. That is the 

slowest pace since April 2020. As our partners at Strategas 
wrote, “parts of the U.S. economy that have been strong 

(e.g., housing) have invited a more aggressive Fed 

response. Some moderation [in the housing market] is 

likely welcome at the central bank, as it reflects the 

transmission of tighter policy.” What may be seen as a 
success for the Fed represents a challenge for the 

actual economy. This is the conundrum we face. 

On the brighter side, there are a few items that suggest a recession (if it’s to occur) could be milder in nature. The US consumer 

has accumulated  over $2 trillion in excess savings over the last few years. The labor market is as hot as it’s been in decades. 

Corporate earnings are still growing. There are reasons for optimism. But there is also little doubt that markets face a uniquely 

challenging near-term environment. So in these times of discomfort, much like the many we have faced before, it pays to 

zoom out, focus on your long-term plan, control the things you can, and lean on your Baird Advisor above all else. 
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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 not 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 2022 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.   

 

 

 

 

 

 

 

 

 


