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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. 

                                                                                                                                                                                  July 2022 

HOW DOES THE MARKET DO ONCE A RECESSION BEGINS? 

By now, you’ve no doubt heard the word “recession” begin to pop up more 
f requently: in the news, over drinks, at the gas station ($5/gallon…my 
goodness), and so on. This sense is confirmed by our chart, which shows 
Google searches for the term spiking of late, even above levels from around 
the Covid-19 market crash. Recession talk is the new water cooler gossip. 

You’ll find a wide range of opinions on whether we’re currently in a recession, 
and if  not, whether we’re headed for one. The Federal Reserve is hiking 
interest rates, inflation is running at a 41-year high, and the S&P 500 is in a 
bear market. Though a recession is far f rom a foregone conclusion – 
particularly given the white hot labor market and record corporate profitability 
– it’s not surprising that recession talk has spiked.  

But in the end, we return to a question we often do: does it matter for the 
longer-term investor? The answer is no. Like market volatility, recessions 
are an unavoidable (and largely unpredictable) feature of our economy. 
Booms followed by busts, easy policy followed by tighter policy, etc. So 
perhaps a more interesting question would be to ask what a recession 
actually means for market performance? To the right, we examine that 
question by looking at market returns for every recession since WWII.  

Incredibly, the median return both 1- and 3-years f rom the beginning of a 
recession is excellent, and just a hair below the all-period median (which 
includes, of course, all of the recession performance PLUS the returns during 
times where the economy is expanding and thriving – i.e., when we’d expect 
markets to rally). The variance is wide and we use median to account for a 
handful of major outliers, but more often than not, returns are strong. While 
recency bias may lead us to envision every recession as a cataclysmic 
event (e.g., Covid crash, ’08 Crisis), the majority have been more mild.  

Now, to be fair, the stock market is a forward looking system; it’d make sense 
that by the time a recession actually begins, much of the pain is already 
ref lected in stocks. And this could be the case today, as the current selloff 
likely portends an economic slowdown. But it doesn’t change the fact that 
exiting the market in an attempt to avoid a recession would both be highly 
difficult from a timing perspective and also put one at risk of missing the often-
strong post-recession performance. In the end, staying the course and 
sticking to your plan are best bets for trying times, and ultimately, that scary 
recession may not prove as hard on your portfolio as you’d expect. 
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2/28/1945 21% -3% 20%

11/30/1948 9% 55% 68%

7/31/1953 25% 100% 91%

8/30/1957 6% 26% 30%

4/29/1960 20% 28% 64%

12/31/1969 0% 28% -26%

11/30/1973 -27% 6% -2%

1/31/1980 13% 27% 57%

7/31/1981 -18% 15% 80%

7/31/1990 9% 26% 58%

3/30/2001 -1% -3% 12%

12/31/2007 -38% -14% -3%

2/28/2020 29% - -

Recession median 9% 26% 44%

All-period median 10% 27% 50%
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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 ref lect our judgment at this date and are subject to change. The information has been obtained f rom 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.   

 
 

 

 

 

 
 

 

 


