
 

 

 

 

 

Robert W. Baird & Co. Incorporated Page 1 of 2 

WEALTH SOLUTIONS GROUP 

 

 

 

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. 

                                                                                                                                                                                  May 2022 

HOW TO THINK ABOUT INVESTING IN A HIGHER VOL REGIME 

Recently I wrote, “If you find yourself feeling especially negative about markets lately, you’re not alone.” In a similar vein, I will say 

today, “If you feel like this year has been more volatile than usual, that’s because it has.” Though 2022 hasn’t featured a 

bear market, a financial crisis, or anything as chaotic as the beginning of a pandemic, the market has been in some ways as 

volatile as it’s ever been. This volatility—combined with weakness in both stocks and bonds—has made this the most challenging 

year for investors in a long time, and the historic bearishness seen in the survey data is just a reflection of that truth. 

This volatility can be seen in our chart, which shows the number of days 

(as a percent of total trading days) when the market has closed up or 

down 1% or more from the previous day. In the last 30 years, only 2008 

saw more of these days in the first four months. Intraday volatility is 

elevated as well—our friends at Strategas have noted that over 80% of 

2022 days have seen a daily range of 1% or more. They conclude that 

this elevated volatility is a departure from the last decade’s milder 

patterns—and may be here to stay. 

For the first time in over a decade, investors face both a hawkish 

Federal Reserve and genuine inflation pressure. This has led to the 

sort of rate-driven selloff that can hit stocks (especially Growth 

companies) and bonds at the same time. And with the Fed planning to 

hike rates aggressively for the rest of 2022, geopolitical tensions 

becoming more entrenched, and midterm election rhetoric ramping up, 

this heightened volatility environment seems likely to persist. 

More than anything, volatility is a test of investor mettle. We often say that volatility is the cost to participate in the stock 

market’s long-term gains, but this glosses over the fact that volatility can take many forms. March of 2020 featured a gut-wrenching 

drop, but also a relatively quick rebound. On the other end of the spectrum, markets are occasionally plagued by periods of high 

volatility that churn sideways relentlessly. Each is challenging in its own way; holding through a big drop requires a steel stomach, 

but longer periods of frustrating volatility require real fortitude. Volatility may not be new, but this type of regime may test investors 

in a different way than has often been the case over the last decade.  

I want to leave folks with two quotes, the first from Peter Bernstein: “Volatility gets you in the gut. There's no question that when 

prices are jumping around, you feel different from when they're stable.” And then from Naved Abdali: “Markets can be volatile 

from time to time; however, stock prices follow earnings accumulation over the long term. The actual risk is the permanent loss 

of capital…temporary volatility in market price is not a real risk.” Both are true—market volatility can make you queasy, but like a 

uneasy stomach, it can be ridden out. In other words, volatility is not real risk. The true risk is perceiving volatility as 

dangerous, and then letting that perception influence your long-term plan. This is where investors succeed or fail.  

Investing can be full of psychological ups and downs, and that’s part of the value working with an advisor instead of going it alone. 

Let your Baird Advisor provide some ballast in the ups and down of the market—and keep bringing them your concerns about 

your portfolio, your plans, and the market climate.  

In the Markets Now 
Volatility everywhere 

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 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 2022 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.   

 

 

 

 

 

 

 

 

 


