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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 2021 

HOW DOES THE MARKET PERFORM AFTER A STRONG FIRST HALF? 

The first half of 2021 was a unique six months to say the least. It featured a 

meme-stock mania, a cryptocurrency bull (and bear) run, and the return of 

inflation concerns, all colored by historic fiscal stimulus, widespread Covid-19 

vaccination, and a nascent economic reopening from a once-in-a-lifetime 

pandemic. But perhaps obscured by all the oddities—both in financial markets 

and the real world—was that the S&P 500 returned a historically strong 14% 

and closed at a new all-time high. Not bad at all.  

But as investors, we can only pat ourselves on the back for so long before 

addressing the road ahead. And with the extraordinarily strong first half and 

all-time high finish, what can we even expect from 2H21? We’ve written 

recently about the need to temper expectations for forward performance and 

the tendency for year two off a bear market low to feature higher volatility and 

lower returns. But despite all that, let’s zag a little bit today and get into 

why the second half of 2021 might be even better than expected. 

To the right, we’ve laid out every calendar year where the S&P 500 produced 

a double-digit return in the first six months (1H Return, sorted) and what the 

second half of those years looked like (2H Return). At the bottom, we’ve 

compiled some summary statistics for the years listed directly in the table as 

well as for every year going back to 1929.  

Surprisingly, the years that featured a double-digit return in the first six 

months often continued that outperformance in the second half. While 

the average performance in the second six months of a year since 1929 is 

3.8%, that jumps all the way up to 5.9% if the first half was double digits or 

higher. In this case, strength begets strength, and hearty 1H returns haven’t 

portended a mean-reversion to weaker 2H returns. Even further, nearly every 

year that returned double digits in the first half finished at least positive for the 

full year (1929 being the sole outlier…that darned Great Depression). 

This isn’t a guarantee of course. There are plenty of examples in our table 

where a strong 1H was followed by a difficult 2H, and the conditions above 

still hold (year two challenges, recent strength, etc.). But the data also 

suggests that a healthy first half could lead to even further outperformance 

over the second half of the year. At the very least, a new all-time high and 

first half outperformance is no reason to get bearish on the stock market now. 

In the Markets Now 
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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.   


