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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. 

                                                                                                                                                                     December 2021 
ON THE REGULARITY OF MARKET SELLOFFS, CORRECTIONS, AND GYRATIONS 

The emergence of the Omicron Covid-19 variant sent a ripple through markets, knocking oil down over 15% and sending the 

S&P 500 to two of its worst days in the last year. Combined with naggingly persistent inflation and a Federal Reserve intent 

on reining it in, a wall of worry again looms over the market. However, we are not ones to let a good bout of volatility go to 

waste, and the recent weakness offers a great opportunity to revisit some important ideas about investing, fear, and volatility. 

There are always reasons to think the market might crash. The point of this note is not to downplay those risks, but rather 

to point out that they occasionally do bear out—and that investors should be prepared. Think about it this way: if the market 

never fell, there would be no risk, and without any risk, we should expect much lower returns. Why should we be owed the 

10%+ annually the stock market has returned over the last century without accepting any risk? 

And so while the long-term trend of the stock market has been up, 

things can get quite volatile in the short-term. This can make it difficult 

for investors to stay the course on a long-term plan. And this is, of 

course, the real risk for most. Not that the companies one owns will go 

bankrupt, but that the volatility of the market will cause them to exit at 

inopportune times.  

Take the Covid-19 crash. In March 2020, the S&P 500 plummeted from 

all-time high to bear market in record time and the market’s fear gauge 

(the VIX) spiked to a new high. You’d have been forgiven for exiting the 

market with haste. However, you’d also have missed everything that 

happened since, including one of the fastest and strongest market 

rallies of the last century. Our friends at Strategas have smartly pointed 

out that if you got the Covid call correct, you likely got the market call 

wrong (i.e. if you’d identified the severity of the pandemic, you probably 

wouldn’t have guessed the market would have one of its stronger 

years). Omicron may prove similar, but it is early yet.  

And further, most volatility doesn’t look like March 2020. More often, it looks like Black Friday—smaller gyrations spurred on 

by a scary headline or two. This is the type of activity (i.e. prices attempting to reflect new information about the future) that 

keeps markets functioning, and it is resoundingly common (see above). Even past the daily volatility, the market spends most 

of its time in a pullback. Since 1980, the S&P 500 has finished higher in 31 of 41 years but has averaged an intra-year 

drawdown of over 14%. As it is said, “short-term volatility is the cost to participate in the stock market’s long-term gains.” 

These points are especially worth noting now as the market has seen a remarkable run of calm and outperformance over 

the last 12 months. This is both amazing and unusual by historical standards. And while we can hope it might continue, we 

should always be prepared for the opposite—the common, but uncomfortable, bouts of volatility markets are prone to. 

Omicron may be the risk of the day, but it wasn’t the first and it won’t be the last. Talk to your Baird Advisor today. 
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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.   


