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This week we spoke with Strategas Technical Strategist Todd 

Sohn about what to expect for Year 2 off of a bear market low, 

especially within the context of a longer-term structural bull market. 

That conversation—lightly edited for length—is below. 
 

 

YEAR 2 OFF THE LOWS    ǀ    VOLATILITY EXPECTED    ǀ    STRUCTURAL BULL MARKET INTACT  

ROSS MAYFIELD: We just capped the first year off the Covid-19 bear market low, with the S&P 500 up ~75%. You dove into 

what Year 2 off a bear market low looks like; could give us a couple high level takeaways from your research there? 

TODD SOHN: As you said, up 75% over the last year, a monumental surge (off the lows). There's two things to know with 

momentum surges: 1) They are very bullish in the long-term; but 2) We should expect things to be more difficult this year. In 

Year 2, we tend to see more tepid returns—perhaps more in line with standard historical averages—as well as an increase in 

volatility. There will be a pullback along the way, and I don't think it's unreasonable to expect a year where you have the 

economic backdrop outperform the stock market. But the structural case is still there, at least over the next year or so, and 

that's when the momentum surges typically tend to come back in play and returns come in above-average again. 

ROSS: You also looked at stock market performance in the best GDP years, and it’s a similar kind of conclusion, right? Where 

the best years for GDP and the economy aren't always reflected in stock market outperformance that specific year.  

TODD: Absolutely. Look at the 1980s or 1950s, where you have great GDP growth but the stock market had seemingly already 

priced a lot of that in. You had a surges come before and start these new bull markets off the lows, and then the economy 

catches up. Stocks tend to take a breather to digest all that data, and then eventually a new catalyst helps the structural bull 

market resume higher. So that could be a good roadmap for going forward—to expect great news on the economic 

front, but more tepid market returns in the near-term.  

ROSS: You’ve done a lot of work on the idea of structural bull markets and how Covid hit just about halfway through one in 

terms of length. Can you explain that concept and talk about what the pandemic meant for resetting those expectations? 

TODD: Over the long-term, markets have these big regime-type 

changes. And a great way to measure that is how many times a new 

high is being hit over the course of a year (see chart). So throughout 

the 1990s, new closing highs were being hit by the week, but in the 

2000s, those new highs dried up. These moves happen in ~10–20-

year timeframes, and we think we're in one now that started back in 

2013. Perhaps a good analogy is that Covid-19 was this market's 1987. 

A structural bull market started in 1982 and went all the way to 2000, 

but there was a big crash in 1987. That might be our analogy here. So 

as long as the market continues to go in this linear upward movement 

(unlike the sideways movement of say, the 2000s), we're still in a 

structural bull market. That’s the case. 

ROSS: I think it's a great framework for how to think about markets right now, which face a more challenging backdrop over 

the next year or so, but are in the midst of a longer-term structural bull market. Todd, thanks so much for the time and insight. 

TODD: Thanks Ross, I appreciate it.  
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IMPORTANT DISCLOSURES 

This communication was prepared by Strategas Securities, LLC (“we” or “us”). Recipients of this communication may not 

distribute it to others without our express prior consent. This communication is provided for informational purposes only and 

is not an offer, recommendation or solicitation to buy or sell any security. This communication does not constitute, nor should 

it be regarded as, investment research or a research report or securities recommendation and it does not provide information 

reasonably sufficient upon which to base an investment decision. This is not a complete analysis of every material fact 

regarding any company, industry or security. Additional analysis would be required to make an investment decision. This 

communication is not based on the investment objectives, strategies, goals, financial circumstances, needs or risk tolerance 

of any particular client and is not presented as suitable to any other particular client; therefore, this communication should 

be treated as impersonal investment advice. The intended recipients of this communication are presumed to be capable of 

conducting their own analysis, risk evaluation, and decision-making regarding their investments.  

For investors subject to MiFID II (European Directive 2014/65/EU and related Delegated Directives): We classify the 

intended recipients of this communication as “professional clients” or “eligible counterparties” with the meaning of MiFID II 

and the rules of the UK Financial Conduct Authority. The contents of this report are not provided on an independent basis 

and are not “investment advice” or “personal recommendations” within the meaning of MiFID II and the rules of the UK 

Financial Conduct Authority.  

The information in this communication has been obtained from sources we consider to be reliable, but we cannot guarantee 

its accuracy. The information is current only as of the date of this communication and we do not undertake to update or 

revise such information following such date. To the extent that any securities or their issuers are included in this 

communication, we do not undertake to provide any information about such securities or their issuers in the future. We do 

not follow, cover or provide any fundamental or technical analyses, investment ratings, price targets, financial models or 

other guidance on any particular securities or companies. Further, to the extent that any securities or their issuers are 

included in this communication, each person responsible for the content included in this communication certifies that any 

views expressed with respect to such securities or their issuers accurately reflect his or her personal views about the same 

and that no part of his or her compensation was, is, or will be directly or indirectly related to the specific recommendations 

or views contained in this communication. This communication is provided on a “where is, as is” basis, and we expressly 

disclaim any liability for any losses or other consequences of any person’s use of or reliance on the information contained 

in this communication.  

Strategas Securities, LLC is a registered broker-dealer and FINRA member firm, as well as an SEC-registered investment 

adviser. It is affiliated with Strategas Asset Management, LLC, an SEC-registered investment adviser. Strategas Securities, 

LLC is also affiliated with and wholly owned by Robert W. Baird & Co. Incorporated (“Baird”), a broker-dealer and FINRA 

member firm, although the two firms conduct separate and distinct businesses.  

A complete listing of all applicable disclosures pertaining to Baird with respect to any individual companies mentioned in 

this communication can be accessed at http://www.rwbaird.com/research-insights/research/coverage/thirdpartyresearch-

disclosures.aspx.  

You can also call 1-800-792-2473 or write: Robert W. Baird & Co., PWM Research & Analytics, 777 E. Wisconsin Avenue, 

Milwaukee, WI 53202. 

 

 

 

http://www.rwbaird.com/research-insights/research/coverage/thirdpartyresearch-disclosures.aspx
http://www.rwbaird.com/research-insights/research/coverage/thirdpartyresearch-disclosures.aspx

