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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. 

December 2020 

COMPARING THE PANDEMIC RALLY TO THE GREAT FINANCIAL CRISIS 

COVID-19 created one of the more unique financial disasters in modern history: a deep recession brought on by pandemic 

lockdowns, crushing the usually stable services sector and necessitating a historic policy response. A truly singular crisis.  

But in other ways, this cycle is following the traditional playbook – panic and recession, followed by stabilization and 

skepticism, and culminating in a strong snap back fueled by optimism and economic recovery. Some things couldn’t be 

more different, but some things never seem to change. 

On that note, we found this chart idea from our partners 

at Strategas eye-popping. Though the selloffs were very 

different in 2008 and 2020, the recoveries have proven 

remarkably similar, all the way down to the ~65% gain 

nine months out from the lows. Both rallies were 

surprisingly strong, featured high volatility (including a 

few big selloffs), and, importantly, were not fully believed 

in by investors until months of gains had already gone by. 

Though using a single data series to predict the future 

would be foolish, a few takeaways from this chart apply 

to our current recovery.  

First, muted/mixed returns are normal on the heels of 

such a strong rally. 2021 looks likely to be a great year 

for both our economy and society as vaccinations 

unleash massive pent-up demand. Stock markets are forward-looking machines, however, and with the market at all-time 

highs, we wonder how much of this hoped-for boom has already been priced in. 

Further, strong and sustained recoveries ultimately lead to a shift in sentiment. Though it took time, the pessimism and fear 

common in March have transformed into exuberance and optimism. Nearly every sentiment indicator we track (put/call data, 

investor surveys, fund flows, etc.) is flashing hot. This can often be a sign of near-term weakness. This moment in the 

2009/10 recovery was followed by a drawn-out period of higher volatility and sideways returns that tested investors’ mettle. 

With that in mind, our message is simple: investors, particularly those who only recently bought back into the market, 

shouldn’t fear a near-term selloff. They can be gut-wrenching, but they are part of the investing process and are necessary 

for participation in the long-term gains of the stock market. Despite the volatility throughout much of 2010, the S&P 500 

finished the year higher and kicked off one of the best decades ever for US stocks. 

Reach out to your Baird Advisor today to discuss your investments and create a financial plan built to withstand any stock 

market volatility. 

In the Markets Now 
A unique crisis, a familiar recovery 
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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.  
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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.   


