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We believe in the old saying: a picture’s worth a 

thousand words. Here, we aim to recap recent market 

action and provide some perspective to investors. 

September 2020 

ON THE DIVERSIFIERS THAT OUTPERFORM WHEN STOCKS FAIL 

Our own Michael Antonelli wrote an excellent blog this week called “Stock Market Lessons from 2020.” One lesson in 

particular featured a great nugget of wisdom: “The World breaks all the time, don’t let that fact knock you off your plan”  

We fancy ourselves long-term investors, and over long enough time periods, bad things are bound to happen – wars, 

pandemics, financial crises. Almost always, these events are associated with stock market plunges. For instance, the S&P 

500 fell ~34% this spring as the coronavirus ran amok. During these times, we urge patience, calm, and a long-term focus. 

But if the world is prone to breaking every now and again (and taking stocks down with it), perhaps a good question to ask 

is: what works when the world breaks? Said a different way: what assets have historically done well in a crisis?  

Diversification is the bedrock that great financial plans are built on, so I wanted to look at what specific diversifiers protect 

our clients’ portfolios when things get crazy. I took every month that the S&P 500 fell at least 5% over the last 20 years and 

averaged the returns of various assets. While some of the results may be common sense, there’s also some wisdom here.  
 

 
 

Notably, only two asset classes outperformed with consistency during market downturns: long-term US Treasurys and Gold. 

These two reliably protected during hectic periods, and often offered meaningful upside. We usually recommend only small 

weights to Gold, but it held up quite well in this test. Meanwhile, corporate bonds and commodities sold off alongside stocks.  

For the record, we also looked at some alternative investments and digital currencies with shorter track records, but the 

performance was ultimately too mixed to conclude anything definitive. Further, these investments often come with higher 

expenses and liquidity concerns (an especially significant issue during a crisis).  

The world is full of uncertainties and risks. We cannot escape them nor can we predict the future, but through proper 

diversification, we can spread out our bets and hopefully limit the damage done by any single risk. Further, staying focused 

on the long-term might be a touch easier if that diversification pays off during crises. Work with your Baird Advisor today to 

craft a robust financial plan that helps you weather the storms to come and prosper over the long-term. 

In the Markets Now 
When the world breaks 

 

PWM Equity & Fixed Income Research 
Ross Mayfield, CFA 

Investment Strategy Analyst, 502-585-8994 

 

https://blog.rwbaird.com/blogpost/1493/stock-market-lessons-from-2020
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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.   


