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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. 

                                                                                                                                                                              March 2022 

WHAT TO DO WHEN THE MARKET CORRECTS  

Recently, I’ve noticed that I’m guilty of giving conflicting advice. I often say that 

trying to perfectly time a market bottom during a selloff is difficult, and this is 

true. However, I’ve also used forward returns from past market bottoms to 

illustrate the often-robust rebounds seen after bouts of volatility. But what good 

is that data if actually calling the bottom is as hard as we’ve noted? While our 

intentions were pure (I promise), we figured we should address this 

discrepancy and instead look at a different set of data around market selloffs. 

And with the S&P 500 down well over 10% in 2022, we hope it’s timely as well. 

Our table here shows the dates on which past market selloffs became 

“corrections.” That is to say, these are the dates on which the selloff officially 

breached the -10% threshold. We also show the forward returns from that date. 

The idea is that while the actual bottom is unknowable in advance, we can 

easily pick out the day that the market officially closes down 10%+. By choosing 

a metric that is knowable in real time (and doesn’t require the gift of foresight), 

we could actually use this as an investing strategy going forward. And we may 

want to, because the results are quite promising: over the last fifty years, the 

average forward returns from a “correction” date are quite strong, featuring 

above-average performance over 1-, 3-, and 5-year stretches.  

Now, there are caveats. Much of the red in the table is focused in a handful of 

timeframes that featured deep economic recessions—the 1970s stagflation, 

the dot-com bubble, and the Great Financial Crisis. Selloffs outside of 

recessions tend to be milder, shorter, and feature stronger bounces, while 

selloffs amidst recessions tend to be deeper and longer (though there are 

exceptions, like the early 1980s and 1990s). As of today, our partners at 

Strategas put the odds of a 2023 recession at 35%—not their base case, but 

an impossible-to-ignore number, especially given the challenging macro 

backdrop we face. At the very least, volatility is likely to remain elevated. 

But of course, the main takeaway is the sea of green in our table. Near-term 

volatility is difficult to endure, but a focus on the longer-term outcomes—

and outperformance—can help keep our heads level in times of stress. 

Our table displays just that. In the end, despite a few historic bear markets 

along the way, the market is up ~19,000% in the last 50 years and buying 

stocks on dips has been a rewarding strategy for the longer-term investor. 
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Date that a selloff 

became a correction 

(down -10%)

One 

year 

later

Three 

years 

later

Five 

years 

later

4/27/1973 -16% -5% -11%

12/3/1974 30% 41% 58%

8/8/1975 20% 21% 44%

5/25/1977 0% 14% 18%

10/26/1978 5% 23% 72%

10/25/1979 30% 33% 66%

3/10/1980 22% 44% 68%

8/24/1981 -8% 33% 99%

2/9/1984 17% 79% 90%

10/15/1987 -8% 2% 37%

1/30/1990 6% 36% 45%

8/17/1990 18% 38% 71%

10/27/1997 21% 57% 2%

8/14/1998 25% 12% -7%

9/24/1999 13% -36% -13%

4/14/2000 -13% -39% -11%

1/30/2003 34% 52% 61%

11/26/2007 -37% -15% 0%

5/20/2010 24% 55% 98%

8/4/2011 16% 62% 144%

8/24/2015 15% 52% 81%

1/13/2016 20% 37% 102%

2/8/2018 5% 52% -

11/23/2018 18% 78% -

2/27/2020 28% - -

2/22/2022 - - -

Average 11% 30% 51%
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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 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.   

 

 

 

 

 

 

 

 

 


