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WEALTH SOLUTIONS GROUP 

Year

Consumer 

Price Index

S&P 500 

Total Return

1947 14.4% 5.2%

1980 13.5% 31.7%

1979 11.3% 18.5%

1974 11.1% -25.9%

1942 10.9% 19.2%

1981 10.3% -4.7%

1975 9.1% 37.0%

1946 8.5% -8.4%

1951 7.9% 23.7%

1948 7.7% 5.7%

1978 7.6% 6.5%

1977 6.5% -7.0%

1973 6.2% -14.3%

1982 6.1% 20.4%

1943 6.0% 25.1%

1970 5.8% 3.6%

1976 5.7% 23.8%

1969 5.5% -8.2%

1990 5.4% -3.1%

1941 5.1% -12.8%

1989 4.8% 31.5%

1984 4.3% 6.2%

1971 4.3% 14.2%

1968 4.3% 10.8%

1991 4.2% 30.2%

1988 4.1% 16.5%

Average return for all 

years with 4%+ inflation
9.4%

 

 

 

 

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. 

                                                                                                                                                                         October 2021 

CONSUMERS HATE INFLATION, BUT SHOULD INVESTORS? 

As inflation has become more persistent and more talked about, the anxiety 

around it has also grown. The stickiness of inflationary pressure has even led 

to a few high profile calls for a new regime of hyperinflation on our shores. I 

staunchly disagree with this (and quickly, as macroeconomist Cullen Roche 

notes, hyperinflation tends to only occur around generationally disruptive 

geopolitical events). But somewhat higher inflation is still a risk and the 

unease remains, so let’s dive back in.  

For most of us, inflation is a two-pronged issue—that is, we have to strategize 

for it both as consumers and as investors. As consumers, it just sucks. Things 

are getting more expensive, harder to find, and are often of lower quality. 

“Shrinkflation” is even coming for our cereal and toilet paper. And while strong 

wage growth across the income spectrum has helped ease the burden, no 

one likes paying more than they used to for goods and services. 

But we shouldn’t take our disdain for inflation as consumers and overlay it 

onto our worldview as investors. Because as investors, inflationary periods 

really aren’t that bad for stocks. See our chart to the right, which shows every 

year with annual inflation over 4% since 1930 alongside the S&P 500’s return 

for that year. It’s a bit simplistic, but it goes to show that a year or two of big 

inflation hasn’t been a guaranteed negative for stocks, and in fact, the +9.4% 

average is just below the market’s long-run rate. 

This should make sense. Businesses are dynamic entities, constantly 

tweaking and adapting to thrive through whatever environment they’re 

presented. As input costs rise, companies will raise prices, and often, profits 

even grow during inflationary periods. This is the dynamic we largely see in 

play today—rising expenses (e.g. raw materials, labor) outweighed by 

growing revenues and robust demand from a historically strong consumer. 

Despite all the talk of supply chains and inflation, profit margins are holding 

near record levels. Capitalism is about solving problems, and companies 

have a profit incentive to solve these issues as quickly as possible. 

Of course, the longer-term story is even cleaner cut. US stocks have 

outperformed bonds, cash, and commodities on an inflation-adjusted 

basis over the last 100 years, and substantially so. We remain positive 

on equities heading into year-end despite the stickier-than-hoped inflation. 

Talk to your Baird Advisor about this and more today. 
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https://www.npr.org/sections/money/2021/07/06/1012409112/beware-of-shrinkflation-inflations-devious-cousin
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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 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 2020 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.   


