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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. 

                                                                                                                                                                                  July 2022 

THE ODD TIMING AROUND THE S&P 500 AND RECESSIONS  

During 2020, I was most often asked, “why is the stock market 
doing so well when the economy is doing so poorly?” A fair 
question. By the time Q2 GDP was announced on July 30, 2020 
– a historic 33% drop – the S&P 500 was only 4% below its all-
time high. From there, it would rally 16% into year-end, even 

though Covid-19 vaccine data was not published until November.  

So why the discrepancy? Because ultimately, stocks are always 
looking forward, while economic data looks backward; the 
stock market and the economy will never line up one-for-one. 
While economists are improving at utilizing real-time indicators, 
most economic data takes time to collect, parse, and ultimately 
report. It is a ref lection of what has happened – not what will. For 
example, GDP is a quarter’s worth of  information, but the f inal 
reading is not reported until months later, resulting in a major lag. 
It is still useful information, of course, but it is simply looking in a 
dif ferent direction than the market. Stock prices, on the other 

hand, are forward-looking, the culmination of tens of thousands of 
investors staring at the horizon, evaluating the landscape, and 
discounting their read on the future back to the present. 

The end results of this is that market activity and economic data – 
including recession timing – will almost never line up perfectly. In 
fact, as we show to the right, the stock market often peaks 
well in advance of recession, and almost always bottoms 
before the recession ends. This confirms data f rom an earlier “In 
the markets now” note in which we highlight how strong 1-, 3-, and 
5- year returns are f rom the beginning of a recession – by that 
point, a lot of pain is already priced into the stock market. 

Perhaps the biggest takeaway is that sustained market rallies 
of ten begin when the economic picture is at its worst and have 
usually bounced considerably by the time of the proverbial “all-
clear.” It also means that an S&P 500 that was down 24% in June 
– 9th worst selloff of the last 75 years – has priced in a lot of future 
bad news (e.g., recession). The timing can vary widely (as seen 
to the right), but the basic relationship rarely deviates and is 
worth remembering, especially as recession talk ramps up. 
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Recession 

ends

Days from 
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recession 

end

6/15/48 12/1/48 169 6/13/49 11/1/49 141

1/5/53 8/3/53 210 9/14/53 6/1/54 260

7/15/57 9/3/57 50 10/22/57 5/1/58 191

8/3/59 5/2/60 273 10/25/60 3/1/61 127

11/29/68 1/2/70 399 5/26/70 12/1/70 189

1/11/73 12/3/73 326 10/3/74 4/1/75 180

2/13/80 2/1/80 -12 3/27/80 8/1/80 127

11/28/80 8/3/81 248 8/12/82 12/1/82 111

7/16/90 8/1/90 16 10/11/90 4/1/91 172

3/24/00 4/2/01 374 10/9/02 12/3/01 -310

10/9/07 1/2/08 85 3/9/09 7/1/09 114

2/19/20 3/2/20 12 3/23/20 5/1/20 39

179 112Average Average
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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 of fice 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.   

 
 

 

 

 

 
 

 

 


