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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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HOW UNCERTAINTY CAN NEGATIVELY IMPACT DECISION-MAKING 

Humans are hardwired to despise uncertainty. So much so that a recent study (Computations of uncertainty mediate acute 
stress responses in humans, de Berker, et al., 2016) showed we are more stressed when an outcome is uncertain than 
when a negative outcome is guaranteed. The main finding being that all measures of stress, both subjective and objective, 
maxed out when uncertainty was highest. And as a recent Harvard Business Review note details, “uncertainty and the 
anxiety associated with it are key triggers for bad decision-making. Faced with less familiar conditions, we ref lexively 
counter our anxiety by narrowing our options…and oversimplifying things to a black-and-white, all-or-nothing extreme.” 

I don’t think I’d get a lot of  pushback on the statement that things feel as uncertain as they have in a long time. The 
geopolitical landscape is rapidly shifting, rampant inflation is back for the f irst time in 40+ years, interest rates are spiking 
(upending the housing market, among other things), and both stocks and bonds are in protracted bear markets.  

But what can we do to combat the negative implications of uncertainty? First, investors must get a sense of comfort with 
ambiguity because the world is never a certain place. Things may feel as uncertain as they have in some time, but surely 
other periods over the last century have matched or exceeded the level we see today: World War II, 1970s stagflation, the 
Great Financial Crisis, etc. As author Annie Duke writes, “What good poker players and good decision-makers have in 
common is their comfort with the world being an uncertain and unpredictable place.” It is equally a necessity for 
investors. Secondly, I believe in the ability of history to ground us when the future is unclear. For instance, we know that the 
average bear market takes roughly one year to hit bottom and another two to regain its losses. Our current episode is in 
month ten, and so, even an average downturn would suggest we might have longer to bear. Setting realistic expectations 
for what our portfolios should do next is critical to bearing additional volatility. 

However, we also know that every recession and bear market in US 
history have something in common: they’ve ended. One hundred 
percent of the time, no exceptions. We know that the US stock market has 
returned over 10% annualized for nearly the last century, despite multiple 
f inancial crises, wars, and recessions (including the list above). We know 
that while the stock market has been positive just 56% of individual days, 
it has been positive 95% of rolling ten-year periods. And if  you believe – 
as I do – that these ideas around longer-term investing should hold true, 
then recent events have only made stocks and bonds look more attractive. 
Calling a bottom in real-time is an impossibility, but I can say with 
conf idence that bond yields are higher today than they’ve been in some 
time, just as stock valuations are cheaper today than they’ve been in some 
time. As legendary investor Seth Klarman noted, “Risk is not inherent in 
an investment, it is always relative to the price paid. Indeed, when great 
uncertainty – such as the fall of 2008 – drives securities prices to especially 
low levels, they often become less risky investments.” Having a long-term 
mindset and embracing uncertainty is a powerful combination. 
 

In the end, uncertainty may be guaranteed, but the stress it brings doesn’t have to be. Talk to your Baird Advisor today. 
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https://blog.rwbaird.com/blogpost/1573/survive-and-thrive
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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 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 2022 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.   

 
 

 

 

 

 
 

 

 


