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By Brian Luster

In light of the ongoing market volatility and Russian invasion of Ukraine, we wanted to proactively share
some of our insights to help you better understand the dangers of letting emotions impact your
investment goals and philosophy based on the ongoing geopolitical theater.

Impact of being out of the market!

During periods of extreme market declines, a natural emotional reaction can be to "take control" by
selling out of the market and seeking safety in cash. This is due to 'loss aversion' - or the fact that losses
hurt more than gains feel good. The results of this action can be devastating because during periods of
market volatility, the best days are likely to occur close to the worst days. This chart compares an
individual who was fully invested for the past 20 years in the S&P 500 to investors who missed some of
the best days as a result of being out of the market for a period of time. Missing the top 10 best days
will more than halve the annualized return; missing the top 30 days will result in a negative annualized
return on the original $10,000 investment. Staying the course with a diversified long-term investment
strategy may produce a better investment outcome.

Returns of the S&P 500
Performance of a $10,000 investment between January 2, 2001 and December 31, 2020
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Annual Returns and Intra-Year Declines

This chart demonstrates that volatility, while painful, is normal and to be expected. Despite average
intra-year declines of 14.0%, annual returns were positive in 32 of 42 years. Year to date the S&P500 is

down ~10%.

S&P intra-year declines vs. calendar year returns?
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Time, Diversification, and the Volatility of Returns
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Here we show the importance of time horizon for an all equity, all fixed income, and 50%/50% blended
investor. As you can see, you must live through the potential bad 1-year to get the benefit of the longer-

term performance you get from equities, bonds, and a blend.

Range of stock, bond and blended total returns®
Annual total returns, 1950 - 2021
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Asset Class Returns

The Asset Class Quilt Chart below shows that if you had let your emotions impact your investment
discipline over the past 15 years and exited the markets, the only thing that did worse than sitting in
cash was commodities.

Asset Class Quilt Chart?
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Final Thought

Looking back over the last 12 geopolitical, macro volatile events that have occurred going back to the
Israeli Arab War / Oil Embargo in 1973, the average duration of the selloff in the market lasted 12 days,
with the average equity market selloff of ~6.5%, and the recovery taking about 137 days. Based on that
history, it points to the importance of remaining invested, rebalancing portfolios, and taking advantage
of market volatility through tax loss harvesting.
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1Source: JP Morgan Asset Management analysis using date from Bloomberg. Returns are based on the S&P500 Total Return
Index. The hypothetical performance calculations are shown for illustrative purposes only and are not meant to be
representative of actual results while investing over the time periods shown. Hypothetical returns are gross of fees, reflect
dividend reinvestment, and do not reflect actual trading, liquidity constraints, fees and other costs. Past performance is not
indicative of future returns. Data as of December 31, 2020.

2Source: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Returns are based on price index only and do not include
dividends. Intra-year drops refers to the largest market drops from a peak to a trough during the year. For illustrative purposes
only. Returns shown are calendar year returns from 1980 to 2021, over which time period the average annual return was 9.4%.
U.S. Data are as of February 23, 2022.

3Source: Bloomberg, FactSet, Federal Reserve, Robert Shiller, Strategas/lbbotson, J.P. Morgan Asset Management.

Returns shown are based on calendar year returns from 1950 to 2021. Stocks represent the S&P 500 Shiller Composite and
Bonds represent Strategas/lbbotson for periods from 1950 to 2010 and Bloomberg Aggregate thereafter. Growth of $100,000 is
based on annual average total returns from 1950 to 2021. U.S. Data are as of February 23, 2022.

4Source: Bloomberg, FactSet, MSCI, NAREIT, Russell, Standard & Poor’s, J.P. Morgan Asset Management.

Large cap: S&P 500, Small cap: Russell 2000, EM Equity: MSCI EME, DM Equity: MSCI EAFE, Comdty: Bloomberg Commodity
Index, High Yield: Bloomberg Global HY Index, Fixed Income: Bloomberg US Aggregate, REITs: NAREIT Equity REIT Index, Cash:
Bloomberg 1-3m Treasury. The “Asset Allocation” portfolio assumes the following weights: 25% in the S&P 500, 10% in the
Russell 2000, 15% in the MSCI EAFE, 5% in the MSCI EME, 25% in the Bloomberg US Aggregate, 5% in the Bloomberg 1-3m
Treasury, 5% in the Bloomberg Global High Yield Index, 5% in the Bloomberg Commodity Index and 5% in the NAREIT Equity
REIT Index. Balanced portfolio assumes annual rebalancing. Annualized (Ann.) return and volatility (Vol.) represents period from
12/31/2006 to 12/31/2021. Please see disclosure page at end for index definitions. All data represents total return for stated
period. The “Asset Allocation” portfolio is for illustrative purposes only. Past performance is not indicative of future returns.
U.S. Data are as of February 23, 2022.
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ABOUT US

COLLECTIVE FAMILY OFFICE counsels affluent families on multigenerational asset protection, wealth management,
and estate and tax strategies. It is independent, employee-owned, and is supported by an advisory board of
business professionals.

Contact Information: www.CollectiveFamilyOffice.com; Office: (717) 893-5058, Address: 235 St. Charles Way, Suite
200, York, PA 17402

GENERAL DISCLAIMER

Collective Family Office, LLC is registered as an investment adviser with the SEC and only conducts business in states where it is
properly registered or is excluded from registration requirements. Registration is not an endorsement of the firm by securities
regulators and does not mean the adviser has achieved a specific level of skill or ability.

Information presented is believed to be current. It should not be viewed as personalized investment advice. All expressions of
opinion reflect the judgment of the presenter on the date of the presentation and may change in response to market
conditions. You should consult with a professional advisor before implementing any strategies discussed.

Content should not be viewed as an offer to buy or sell any of the securities mentioned or as legal or tax advice. You should
always consult an attorney or tax professional regarding your specific legal or tax situation.

All investments and strategies have the potential for profit or loss. Different types of investments involve higher and lower

levels of risk. There is no guarantee that a specific investment or strategy will be suitable or profitable for an investor’s
portfolio. There are no assurances that a portfolio will match or exceed any particular benchmark.
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