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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. 
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WHY THE MARKET HAS AN UPWARD BIAS OVER TIME 

It has seemed popular of late to assign blame for, rather than celebrate, stock market gains. That every strong month or 
year in the market can be attributed to some short-lived (and somehow unworthy) factor: exorbitant f iscal policy, overly 
generous central bankers, exuberant retail investors, etc.; always a bubble waiting to pop rather than a ref lection of 
underlying fundamentals. And while it’s true that these factors can have short-term implications for markets, they 
are not the long-term driver of returns. So, at time of what feels like unprecedented upheaval, it’s worth remembering 
why we invest in stocks and what the long run track record of the market actually looks like.  

Pretty simply, long-term equity returns are driven by the long-term growth in corporate earnings. Investing in a stock 
provides the opportunity to own a share of a business’s profits and to accumulate wealth as the earnings grow. It is 
taking part in a capitalist economy where the incentives all point towards “solve a problem and get paid for it.” And 
importantly, that incentive structure doesn’t go away just because interest rates move, geopolitical tensions rise, or a policy 
decision is made. As writer Sam Ro notes, “Think about all the changes businesses made during the pandemic…when 
customers couldn’t come into stores, businesses expanded curbside pickup. When a team couldn’t meet in the office, they 
met on Zoom…corporate America doesn’t rollover when confronted by challenges. It f igures things out, improves processes, 
and grows. This is at the heart of why stocks usually go up over time.” And as my colleague Michael Antonelli noted, some 
of  our most iconic firms were founded during recessions. Stock markets have an upward bias over long periods because 
people generally want to improve things (and to be paid for doing so), leading to innovation, new products, and profit growth.  

We can see this bias in the latest Credit Suisse 
Annual Yearbook (where our chart comes 
f rom). Across the globe, stocks have 
provided a long-term return above inflation 
for over one hundred years. Punctuated by 
periods of volatility and underperformance, to 
be sure, but still resoundingly positive. And 
while the U.S. has been one of the leaders 
over the last 122 years, the positive (real) 
returns displayed by every country in the 
dataset would seem to confirm the thesis 
above: stocks have a long-term upward bias – 
not because of any short-term or easily shifted 
catalyst – but because earnings do, as well. 

Famed investor Peter Lynch put it like this (in 1994!): “Markets will continue to have ups and downs (but) basic corporate 
prof its have grown about 8% a year historically. So, profits double about every 9 years. The stock market ought to double 
about every 9 years. So, I think — the Dow is about 3,800 today — I'm pretty convinced the next 3,800 points will be up; it 
won't be down. The next 500 or 600 points — I don’t know which way they’ll go. So, the market ought to double in the next 
8-9 years. They’ll double again in 8 or 9 years after that. Because profits go up 8% a year, and stocks will follow. That's all 
there is to it.” Volatility will always persist, and the news will often prove concerning, but the reason we invest in 
stocks is simple: to own a share of corporate profits and benefit from the long-term market gains they drive.  
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https://www.tker.co/p/dangerous-to-underestimate-corporate-america
https://twitter.com/BullandBaird/status/1630962243071295489?s=20
https://www.credit-suisse.com/about-us-news/en/articles/news-and-expertise/global-investment-returns-yearbook-2023-202302.html
https://www.credit-suisse.com/about-us-news/en/articles/news-and-expertise/global-investment-returns-yearbook-2023-202302.html
https://www.c-span.org/video/?60722-1/us-economic-investments


In the Markets Now 

 

    Robert W. Baird & Co. Incorporated Page 2 of  2 

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 2023 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.   

 


