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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. 

                                                                                                                                                                                  April 2022 

LOOKING TO A HISTORICAL COMP FOR THE CURRENT ENVIRONMENT 

We have long been believers in the power of historical comparison – as the saying goes, history does not repeat but it often 

rhymes. So when our friends at Strategas noted 1994 as an interesting comp to today’s environment, our ears perked up. And in 

fact, this comparison could end up being a critical input to better understanding today’s world. Similar to today, 1994 came a few 

years after a recession and on the heels of a strong market rally, but the similarities don’t stop there. 1994 also: 

• Kicked off a Federal Reserve rate hiking cycle. The Fed hiked just six times in 1994, but that included two 0.50% hikes and 

a 0.75% hike. Today, the Fed is expected to execute one or more 0.50% rate hikes for the first time this century. The front-

loaded and rapid nature of this hiking cycle may more closely resemble 1994 than the slow and steady pace of 2004 or 2015. 
 

• Saw bond yields (and mortgage rates) spike. Interest rates 

bottomed in late 1993 and proceeded to spike throughout 

1994 – jumping from 5.2% to over 8.0% in barely a year. Like 

today, the yield curve flattened and bond performance 

suffered. In fact, over the last forty years, the seven worst 12-

mo returns for bonds were either in 1994 or 2022.  
 

• Featured stock market volatility. Both years saw the S&P 

500 set a new all-time high early in the year before falling 

significantly into quarter-end. Chris Verrone of Strategas 

described 1994 as “a stealth bear market.” This rings true 

today, as well: while the broad S&P 500 fell just 10% in 1994 

and 13% in 2022, the average stock fell over 20% both years. 

Despite these relatively benign headline corrections, the 

bigger selloff under the surface reflected a sense of investor 

unease. Amid the rising rate environment and mid-term 

volatility, the S&P 500 returned just 1.3% in 1994. 

Our partners at Strategas recently wrote, “We believe investors are facing one inescapable question today—Can the Federal 

Reserve get control of inflation without inducing a recession?” Said another way, “Can the Fed engineer a ‘soft landing’ (i.e. break 

inflation, but not the economy)?” It’s a key question, and another reason that 1994 is worth studying – it is considered one of the 

few “soft landings” in post-war history: the Fed hiked rates aggressively, markets bucked, and yet there was no recession. In fact, 

though the Fed did cut rates a few times in 1995, the late 1990s were some of the best times in modern history for markets and 

the economy: after finishing 1994 up just 1%, the S&P returned 28% per year over the next half decade. Not bad at all. 

Of course, looking to one specific period in history can be risky – it’s a miniscule sample size, and in a complex world, there are 

undoubtedly massive differences. But history can ground us when the future is unclear, and as we navigate a world of rising rates, 

equity market volatility, and mid-term election unease, a year like 1994 may offer some clarity (and optimism) for the path forward.  

In the Markets Now 
Party like it’s 1994 

PWM Equity & Fixed Income Research 

Ross Mayfield, CFA 

Investment Strategy Analyst 

 

https://www.bairdwealth.com/siteassets/pdfs/market-insights/quarterly-market-update-2022-04-06.pdf
https://www.youtube.com/watch?v=3dfCoQFpKKk


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 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 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.   

 

 

 

 

 

 

 

 

 


