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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. 

                                                                                                                                                                         October 2021 

SOME QUICK TAKEAWAYS FROM STILL-ELEVATED MONEY MARKET LEVELS 

When Covid-19 first struck and the stock market crashed, many investors were rightly fearful. The market plummeted in a 

historic fashion, and the chaos in the real world added a genuine uncertainty. Amid this environment, cash in money market 

funds increased by trillions of dollars. A year and a half later, however, and cash levels remain elevated–despite the stock 

market’s historic rally. There’s a lot going on here, so let’s do a grab-bag of takeaways for how to think both about cash on the 

sidelines and investing amid uncertainty. 

▪ There are still buyers. There are countless factors that influence stock prices—the macro environment, company 

earnings, currency swings, etc. But sometimes it’s as simple as, “more people want to buy than sell.” With interest 

rates suppressed and trillions earning next-to-nothing in savings, there is more than enough cash ready to buy stocks 

and support the market on downturns (perhaps partially explaining the last year’s lack of downside volatility). 

▪ But the dip may never come. Those who were on the sidelines for the market’s bounce off the March 2020 lows 

might have decided to wait for another crash to buy back in. After all, the pandemic was just getting started—another 

selloff seemed inevitable. Of course, the market has gone on to double since, with scant few dips along the way 

(including a historic stretch over the last year with just a single 5% pullback). Timing the market in this way is nearly 

impossible; getting invested as soon as possible has been the more winning strategy over the last century. 

▪ Get comfortable with being uncomfortable. 

Geopolitical tensions, financial crises, political squabbling, 

economic upheaval—all have been mainstays of the last 

75 years, and yet the S&P 500 has returned ~300,000% 

over that time anyway. In spite of fear and uncertainty 

gripping the real world, investing around the Covid-19 

pandemic lows proved one of the savviest decisions an 

investor could make. In truth, by the time investing feels 

safe, most of the gains have probably already been made.  

▪ Cash isn’t cheap. Not only are interest rates historically 

low, but with inflation again a major factor in our lives, 

the real return on income-producing assets is lower than 

ever. Getting 0.01% in a money market fund isn’t much 

of a return when consumer prices are up ~5.00% year 

over year. There are still good reasons to hold cash and 

short duration fixed income (e.g. short-term savings, 

imminent purchases), but the cost of doing so is high.  

To put a bow on this haphazard collection of bullet points: with uncertainties mounting and the cost of holding cash higher than 

ever, financial planning and asset allocation decisions become even more critical. Reach out to your Baird Financial Advisor 

today to discuss your plan and how to strategize for the challenges to come. 

In the Markets Now 
Cash on the sidelines 

PWM Equity & Fixed Income Research 

Ross Mayfield, CFA 

Investment Strategy Analyst 
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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.   


