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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. 

June 2021 

ON EXPECTATIONS FOR MARKET RETURNS… AND HOW TO BE HAPPY (?) 

Although Nordic countries like Finland and Sweden top the World Happiness rankings year on year, the “happiest country” title 
can be a bit misleading—as explained in a recent article called The Grim Secret of Nordic Happiness. While Nordic countries do 
have a high standard of living, their happiness ranking is actually more a product of the polling methodology than pure bliss. 
Instead of overweighting laughter or friends or money, the poll asks how well you are doing relative to how well you had 
expected to be doing. The Nordic mentality is (apparently) one of curbed aspirations and humility, which scores well for Gallup, 
but is not quite “happiness” as Webster might define it. As a Finnish politician said when introduced from the happiest country in 
the world, “If that’s true, I’d hate to see the other nations.” Lower expectations = Less likely be let down = Happiness (?). 

Still, this way of measuring happiness got me thinking about the role that expectations play in our lives and our investments. 
Expectations—especially for things we can’t control like stock returns—are key to how successful an outcome feels.  

With that in mind, let’s look at 200 (!) years of 
investment performance to see where our long-
term expectations might best lie. Now, don’t ask 
me how Deutsche Bank calculated stock returns 
back to 1829 when the hottest new technology 
was the sewing machine, but even taken with a 
barrel of salt, the data is incredibly insightful (see 
this Ben Carlson blog for more on this report). 
Here’s the two items immediately jumped out at 
me: 1) how high real returns on stocks have been 
for the last decade and 2) how uncommon that 
performance is for longer periods.  

In fact, going out fifteen years or farther, the 
annual real returns for US stocks tend to fit in the 
6.5%–7.5% range despite how much has 
changed in the world over that period. And that’s 
a pretty darn great return, too—7% compounded 
for 40 years is good for 15x your original 
investment in real terms. Not bad at all! 

All this to say that while 10%+ annually has been delightful, it shouldn’t be our default expectation going forward, even if 
we remain bullish. Valuations are high, recent returns have been historically strong, and an air of inflation is returning to 
markets. Sorry to be a stick in the mud, but recency bias is a killer, and failing to hit unreasonable expectations is the 
surest path to taking unwise risks, chasing returns in highly volatile assets, and falling prey to the unhappiness of FOMO.  

In the end, investing is more behavioral than most might care to admit, and building a plan rooted in grounded 
expectations is critical to long-term success that feels like success.  

In the Markets Now 
What should we expect? 
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Annual real return rates going back 200 years (Deutsche Bank) 

https://slate.com/news-and-politics/2021/04/finland-happiness-lagom-hygge.html
https://awealthofcommonsense.com/2021/05/200-years-of-asset-class-returns/
https://blog.rwbaird.com/blogpost/1512/fomo-fear-of-missing-out
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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.   


