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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. 

                                                                                                                                                                          February 2022 

THE TREND THAT COULD EASE THE MARKET’S WOES 

The economy faces several headwinds right now: supply constraints, labor shortages, etc.—you’ve heard about them. Many 

contribute to the inflation that is bringing the Fed off the sidelines and feeding into stock market volatility. There’s no quick fix, 

but one trend shows the path to both near-term relief and the possibility of a longer-term tailwind.   

That trend is higher productivity (a measure of how much we 

can create in a set amount of time) and it just hit the highest 

non-recession level in ~20 years. In the fourth quarter of 

2021, output was above the fourth quarter of 2019 by more than 

4%, even though fewer hours were worked. Further, the annual 

rate of productivity growth during the pandemic is above the 

long-term average, and well above weaker post-2007 readings. 

This productivity shift looks different across industries, but a 

sustained uptick could be a game changer. A more productive 

workforce requires less to make the same number of, say, 

iPhones. Framed differently, it means more iPhones produced 

for the same cost. Productivity is like magic in that way: more 

for less. The car, the internet, the cellphone—all productivity 

enhancers that changed the way we live and work for the better 

(at least from an economic perspective). 

But for nearly 15 years, productivity has been subpar—why would an uptick now have staying power? For many industries, 

the pandemic has fundamentally altered how things get done. Take remote-work. The ability to work from anywhere 

broadens the labor force as people take previously inaccessible jobs. It saves on commute time, removes unused office space 

from the picture, and helps foster collaboration across geography. And in fact, a study by career site Ladders found that over 

25% of office jobs could become fully remote post-pandemic. This is a trend that’s here to stay. 

And sometimes it takes a catalyst for us to embrace change. The work-from-home revolution moved at a snail’s pace for 

decades…until it didn’t. The pandemic forced the adoption of automation and technology, whether it be remote checkout or 

factory robotics. Goldman Sachs writes, “The sheer scale of pandemic-driven changes to the workforce and to company 

business models also argues for a large and long-lasting productivity inflection,” while noting alternative measures of 

productivity are even higher than the official ones.  

Amid all the talk of headwinds, it’s worth noting this tailwind at our back. Increased productivity could help ease supply 

and inflation pressures, keep the Fed from overtightening, and lengthen the current cycle. There are no silver bullets, but 

upticks in productivity are a major reason for optimism in the coming years. And whether or not you’re an optimist by nature, 

know that your Baird Financial Advisor is available to talk with you about charting your own financial path.  
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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.   


