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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. 

March 2021 

ON THE WEB OF RATES, INFLATION, VALUE VS. GROWTH, AND VOLATILITY 

We’ve seen a lot of market volatility the last few weeks. The Nasdaq-100 fell over 10% at one point, and many other high-flying 

growth names were down much more. So to write a post that is truly in the namesake of this “blog,” let’s look at the question: 

what is happening in the markets now? And more importantly, how is it all related? 

Big picture start: our successful vaccine rollout is gaining momentum AND it looks likely that ~$1.9 trillion in front-loaded, 

consumer-focused stimulus will be coming down the pipeline in the next few weeks. The big reopening is on. So… 

Near-term economic growth forecasts are starting to move significantly higher. Our partners at Strategas are forecasting 

US Real GDP growth of 6.2% in 2021, which would be the best year since 1984 (and 2nd best in 50 years). Forecasts for 

company earnings are moving higher, as well. Simply put, the near-term growth outlook is historically strong. Relatedly… 

Inflation expectations are moving higher. The combo of stimulus, pent-up demand, the Fed’s new policy, and other items 

have investors on guard, and while we don’t expect runaway inflation to be an issue, expectations are rising anyway. For 

instance, 5-yr breakevens (the market’s expected average inflation over the next half decade) is at its highest in years. So… 

Bond yields are also headed higher. High growth expectations 

make low-yielding, super-safe Treasurys less appealing AND rising 

inflation makes a bond’s fixed payments worth less, so investors 

demand a higher yield to buy them (prices and yields move 

opposite one another). The 10-yr Treasury yield went from 0.93% 

at year-end to as high as 1.62% the other day. Elsewhere… 

Value stocks are rallying. February 2021 was the best month for 

Value vs. Growth since 2001. Value and cyclical sectors are more 

directly linked to economic cycles than Growth, so when near-term 

activity picks up and growth looks strong, areas like Energy and 

Industrials should outperform. This rotation from recent Growth 

winners into Value has caused some volatility. But also… 

Rising rates challenge Growth stocks in another way. A dollar received today is worth more than a dollar received in the 

future because you can invest today’s dollar and earn a risk-free return (the Treasury yield). As that risk-free rate rises, a future 

dollar is worth less and less. Thus, for a company that expects to generate most of its cash way in the future (e.g. a personal 

space travel firm), rising rates REALLY hurt current value. This is reflected in the weakness of some recent high flyers. So… 

All this is to say, the market is working out some things right now (no surprise given the craziness of the actual situation in the 

world), and it tends to get a little choppy when that happens. Check out some recent work (here and here) from our partners 

at Strategas around these ideas, and remember that your Baird Advisor is here to help you through the whole thing. 

In the Markets Now 
What’s happening in the markets (now)? 

 

PWM Equity & Fixed Income Research 
Ross Mayfield, CFA 

Investment Strategy Analyst 

 

https://content.rwbaird.com/BairdWealth/PDF/Sector-Allocation.pdf
https://content.rwbaird.com/BairdWealth/PDF/Sector-Allocation.pdf
https://content.rwbaird.com/BairdWealth/PDF/Strategas-Global-Asset-Allocation.pdf
https://content.rwbaird.com/BairdWealth/PDF/SIS-2021-03-02.pdf
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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.   


