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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. 

                                                                                                                                                                     January 2022 

WHAT DOES A STRONG 2021 MEAN FOR 2022? 

As is often the case, a new year can bring feelings of both excitement and unease. And with another historically strong year 

for US stocks now in the rearview, eyes naturally shift to the road ahead. However, as we humans are wont to do, those eyes 

seem largely locked onto potential risks: Covid-19, the Fed, inflation, etc. More broadly, there is a sense that after such a 

tremendous run, equity returns must come down, that the party can’t continue on, or more concerningly, that we are in a 

bubble. These ideas may have merit, but rather than agree or disagree on face, we turn to history to see what we can find. 

On the whole, what we found is fairly positive. As we show in our table below, years following those with above-average returns 

are actually often quite positive themselves. There have been 46 years since 1928 that saw a 15% gain or higher, and the 

average return the following year was 12.1% ꟷ a number ABOVE the market’s long-term average. Rather than signaling 

bubble territory, strong market performance more often begets even further outperformance.  

On the other side of the coin, the drawdowns in years following strong ones are generally mild. Of those 46 years with 15%+ 

returns, the next year saw a negative return only 13 times (averaging a -8.2% drop). Further, over half of these instances 

came during recessions, and we think the odds of a US recession this year are low. Outside of 1937 and 1973 (two of the 

uglier economic environments of the last century), no other down year even saw a double-digit decline.  

But of course, the market performance of 

late can’t be considered “normal” either. 

There are few historical analogs for the 

market strength of the past three years 

(and just as few for the 16%+ annual 

return over the last ten). Only the post-war 

‘50s and tech-boom ‘90s outpaced the 

most recent decade. Could we be headed 

for a post-pandemic roaring ‘20s? It’s 

possible, but the betting odds would still 

suggest more moderate equity returns are 

more likely going forward. 

And while putting a number on it is a tricky game, our friends at Strategas have outlined their vision for 2022 stock returns. 

Tighter monetary policy, fiscal drag, and higher inflation will be headwinds, but corporate profits are still expected to grow 

in the 9-10% range, all coming together for an expected S&P 500 return in the high single digits. And with the S&P 500 

finishing +28.7% in 2021, the data above suggests that high single digits would be right on the money vs. history.  

So for the new year, perhaps a good resolution should be this: temper expectations, but remain optimistic (in spite of the 

sure-to-be-scary headlines). And be sure to talk to your Baird Advisor about this or anything else on your mind. 

In the Markets Now 
2021 a tough act to follow 
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https://content.rwbaird.com/BairdWealth/PDF/SRV-2021-10-29.pdf
https://www.youtube.com/watch?v=wKftUgMeVC8
https://bairdwealth.com/insights/How-To-Read-the-Financial-News
https://bairdwealth.com/insights/How-To-Read-the-Financial-News
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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 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.   


