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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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BOND YIELD IS BACK ON THE MENU 

"You could not prevent a thunderstorm, but you could use the 
electricity; you could not direct the wind, but you could trim your 
sail so to propel your vessel no matter which way the wind blew.”  

If  this is the point in the market cycle where strategists start 
relying on adages and quotes from history, so be it. But I do think 
the line above is perfect for our current environment – we could 
not prevent the storm of rampant inf lation and rapidly rising 
interest rates, but now that we are here, we can choose to take 
the opportunistic view of the new environment we find ourselves 
in. Or in golf parlance, we must play the ball as it lies. 

It is with that in mind that we look to the US bond market. This year 
has been historically challenging, with broad bond indexes down 
15% or more as interest rates have spiked. And while this pain 
can’t be ignored, it has in some ways delivered the ultimate gift to 
f ixed income investors: yield. For the first time in over a decade, 
the 10-year Treasury is yielding north of 4.0% (with many high 
quality investment-grade bonds yielding even more). Per our 
partners at Strategas, there are only 36 securities left globally with 
a negative yield, down from ~4,300 in late 2020. In today’s world, 
investors no longer need to “reach for yield” in higher risk assets. 

This is huge. Not only is it a boon to individuals living on a fixed 
budget or those who rely on coupon payments for income, but 
higher yields today are a great indicator for potentially stronger 
returns to come. Bond performance is driven much more by math 
than stocks are because there is both a contractually guaranteed 
payment and a set maturity date. We can leave that math aside, 
but as we show, the starting yield of a bond at date of investment 
is a great predictor of the annual return for the life of the bond. And 
with bond yields higher than they’ve been for nearly 15 years, 
the expected forward return should be higher as well. 

Again, we could not prevent the thunderstorm of inflation and rising 
interest rates, but we can use the electricity it presents. Higher 
yields in fixed income, particularly higher quality assets, represent 
an opportunity not seen in decades and, for the first time in years, 
genuine competition to the stock market for investor dollars. But 
with a Fed looking to pivot soon and recession risk set to weigh on 
long-term yields, it is not an opportunity we should take for granted.  
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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.   

 
 

 

 

 

 
 

 

 


