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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. 

January 2021 

ON THE TECH SECTOR AND COMPARISONS TO THE DOT-COM BUBBLE 

There has been a lot of discussion about whether the market is in a bubble recently – stocks are near all-time highs, 

valuations are extended, sentiment is running hot, and retail participation in stocks is starting to seem…unsustainable. 

Further, because of the strong Tech performance over the recent decade (particularly 2020, when the Tech sector rose 

44% despite a pandemic and recession), many are beginning to draw comparisons to the dot-com bubble of the late 1990s.  

While there’s no doubt that certain corners of the market feel bubbly, there is at least one critical way that today is not like 

1999, which is shown by the excellent chart below from our friends at Strategas. 

This chart shows the Tech sector’s earnings weight (how much profit does it contribute to the S&P 500) and market cap 

weight (how big is it vs. the S&P 500) over time. In the late 1990s, the sector’s market cap rose rapidly as stock prices went 

higher and higher (and higher!) despite middling earnings. The next few years saw a similar gap, but for a different reason: 

the tech sector’s profits plummeted as the dot-com bubble popped and a recession took hold. It wasn’t until the late 2000s 

that some balance was found, and that has largely been the story since, even as tech stocks have outperformed handily.  

 

In the late 1990s, the dispersion between the Tech sector’s size and it’s earnings power were way out of whack. While there 

are a handful of exceptions, “Big Tech” today is largely made up of well-capitalized, cash-rich, and profitable firms. This isn’t 

to say performance will always be strong or they can’t be dethroned, but it is a much different story than 1999. Today, the 

Tech sector’s size is at least somewhat justified by its earnings power, economic footprint, and societal importance. 

It’s easy for people to shout “bubble” in a crowded room – as my colleague Mike Antonelli has noted, “Fear inducing 

statements can be dead wrong for months upon months, with absolutely no loss of reputation.” While things may look a little 

bubbly in certain spots today, we believe it’s always worth examining the facts of the situation. And at least on this point, 

2021 is no 1999. Reach out to your Baird Advisor today to discuss this or any other market topic on your mind. 

In the Markets Now 
Party like it’s 1999? 

 

PWM Equity & Fixed Income Research 
Ross Mayfield, CFA 

Investment Strategy Analyst 

 

https://blog.rwbaird.com/blogpost/1507/youve-got-mail
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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 2021 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.   


