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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. 

                                                                                                                                                                             July 2021 

ON MARKET SELLOFFS AND HOW TO DIGEST THE NEWS 

I once read about the 80/20 rule for writing—on average, 8 out of 10 people 

will read an article’s headline, but only 2 will read the rest. In a world of 

endless content, it’s hard to maintain people’s attention. Or, as the founder 

of viral website Upworthy put it: "When we look at the media landscape, we 

see there being more of a demand problem than a supply problem—how 

do you get people to care about important stuff amidst the avalanche of 

content we all face each day?" One answer: Make the headline sing. 

A few days ago, on the stock market’s worst day of 2021 (a -2.1% drop), I 

came across this headline in big red letters: DOW TUMBLES 700 POINTS 

AS INVESTORS FEAR COVID RESURGENCE. Look, eye-catching 

headlines are part of the deal—I get it—but the thing that really drives me 

crazy is the use of “points” instead of “percentage” to exaggerate a drop for 

the sake of a clickable headline. And I’ll tell you why. 

Reporting a Dow movement in points—a tradition that goes back to when the index began 

in the 1890s—is both unnecessary and misleading in 2021. The stock market has gone up 

a lot over the last century (to say the least), and it now takes many more “points” to 

represent the same percentage change. Forty years ago, a -10% correction meant a drop 

of 96 points; today the same correction would require a drop of over 3,000 points. And 

that’s the key thing—a point value alone is meaningless. “Points” are numerators seeking 

a denominator. As the value of the market (the denominator) has grown over the years, 

point drops can start to look scary even when the percentage move is historically modest. 

Further, a casual investor might only vaguely remember specific point moves from a few 

headline-grabbing events, like 1987’s famed “Black Monday”—a chaotic day when the 

market fell over 500 points and ended down over -20%—and then associate that number 

with anxiety and panic. Fast forward, and that same ~500 points would represent a blip of 

just -1% today, but the anxiety associated with “500 points” won’t do that math. And did 

everyone who saw the point drop in the headline get the article’s context? The 80/20 rule 

I mentioned before makes that unlikely.  

So this is less a research note and more a PSA: Use percentages over points, and 

when reading the news on a particularly gnarly day in the stock market, remember 

this context. And if you remain concerned over the stock market’s volatility and are curious 

about its impact on your portfolio and financial goals, you can always reach out to your 

Baird Advisor to discuss. 

In the Markets Now 
Percentages over points, please 
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Ross Mayfield, CFA 

Investment Strategy Analyst 

 

Black Monday 1987 was a one-day, -22.6% crash, 
which puts the recent -2.1% drop in perspective. 
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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.   


