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“IT’S ALL RELATIVE”

Normally we’re not big fans of the phrase, as it’s often used reflexively rather than with specific intent. On
the contrary, we reference relativity often and with specific intent. For example, we regularly remind readers
that expectations for greater relative return should be accompanied by expectations for greater risk. This
month, we offer perspective on the historical relative returns of a range of mixtures of equity and fixed
income using the benchmarks we utilize for our portfolios as the basis for comparisons. The goal of the review
is to further support the process of defining client comfort with exposure to market risk and to provide a

means to establish reasonable expectations for short- and 1ong—terrn outcomes.

Benchmark Perspective

With the domestic equity market having recovered a substantial portion of its latest drawdown (decline from
a prior peak), and in observation of the challenging environment we experienced in the latter months of 2018,
we thought it appropriate to welcome readers to have a sit and gauge their comfort with market volatility. In
Figure 1 we show the range of historical returns of our series of portfolio benchmarks over a bit more than
the past 20 years for 1-, 3-, 5- and 10-year rolling periods. In those data we see that the ranges of outcomes

have narrowed and that they have been more positively biased as the reference of time lengthens.

Figure 1: Range of Returns over Rolling Periods
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Benchmark (equity/fixed income)

Daily data from 12.31.98 to 08.31.19. Past performance is not indicative of future results. Investing in securities involves risk, including risk of losing some or all the

invested capital. There is no guarantee that any investment or investment strategy will achieve its objective. Benchmark names: the first (second) number is the weight of

equity (fixed income). Benchmarks are rebalanced quarterly. The equity index used for this presentation s the MSCI ACWI Index, which captures large- and mid-cap
representation across 23 Developed Markets countries and 23 Emerging Markets countries. The fixed income index used for this presentation is the Bloomberg Barclays U.S. 1-5
Year Government/Credit Bond Index, which includes investment grade, U.S. dollar-denominated, fixed-rate Treasuries, government-related and corporate securities with
maturities between 1 and 5 years. Indexes are unmanaged. One cannot directly invest in an index. Index performance reflects the reinvestment of dividends, but does not
reflect the expenses associated with the management of an actual portfolio. Please see additional important information regarding indexes at the end of this report. SOURCE:
SRCM using data from Bloomberg
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Also expressed in those data is the fact that the magnitudes of relative gains historically for the most part have
increased along with greater exposure to equity. So, too, however generally have the magnitudes of losses
increased with added exposure to equity. This view of market history thus supports our thoughts regarding
the trade-off between return and risk. While we might like to achieve greater long-term returns through
increased exposure to equity in our portfolios, we very much should expect to experience greater volatility

in those returns along the way.

Mind the Drops

And that greater volatility means not only daily, monthly and yearly variation in achieved returns. We, too,
must expect that the cumulative losses we may experience during any given period could be greater as we
add equity to our portfolios. In Figure 2 we show the long-term drawdowns of those same benchmarks. A
drawdown represents the magnitude of accumulated losses from a prior peak. Given the greater volatility
equity exposures may express within a portfolio, we may like to maintain lower levels of equity market
exposure to avoid being forced to “lock in losses” were funds for some reason required from the portfolio in
the shorter term. We think this reminder is particularly relevant for folks who regularly withdraw funds from

investment accounts, barring an alternative source of required income during drawdowns.

Figure 2: Relative Drawdowns of Benchmark Indexes
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Daily data from 12.31.98 to 08.31.19. Past performance is not indicative of future results. Investing in securities involves risk, including risk of losing some or all the

invested capital. There is no guarantee that any investment or investment strategy will achieve its objective. Benchmark names: the first (second) number is the weight of

equity (fixed income). Benchmarks are rebalanced quarterly. The equity index used for this presentation is the MSCI ACWI Index, which captures large- and mid-cap
representation across 23 Developed Markets countries and 23 Emerging Markets countries. The fixed income index used for this presentation is the Bloomberg Barclays U.S. 1-5
Year Government/Credit Bond Index, which includes investment grade, U.S. dollar-denominated, fixed-rate Treasuries, government-related and corporate securities with
maturities between 1 and 5 years. Indexes are unmanaged. One cannot directly invest in an index. Index performance reflects the reinvestment of dividends, but does not
reflect the expenses associated with the management of an actual portfolio. Please see additional important information regarding indexes at the end of this report. SOURCE:
SRCM using data from Bloomberg

On the flip side, history shows that exposure to equity markets generally has rewarded those with the patience
to endure the drawdowns experienced in the interim. In Figure 3 we show the long-term total returns of the

indexes we have shown in the other figures so far. Note that, while the benchmarks with greater exposure to
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equity have at times underperformed fixed-income-heavier benchmarks, the longest-term view shows

relative performance directly in line with the level of equity within the benchmark.

Figure 3: Long-Term Total Return of Benchmark Indexes Benchmark
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Daily data from 12.31.98 to 08.31.19. Past performance is not indicative of future results. Investing in securities involves risk, including risk of losing some or all the

invested capital. There is no guarantee that any investment or investment strategy will achieve its objective. Benchmark names: the first (second) number is the weight of

equity (fixed income). Benchmarks are rebalanced quarterly. The equity index used for this presentation is the MSCI ACWI Index, which captures large- and mid-cap
representation across 23 Developed Markets countries and 23 Emerging Markets countries. The fixed income index used for this presentation is the Bloomberg Barclays U.S. 1-5
Year Government/Credit Bond Index, which includes investment grade, U.S. dollar-denominated, fixed-rate Treasuries, government-related and corporate securities with
maturities between 1 and 5 years. Indexes are unmanaged. One cannot directly invest in an index. Index performance reflects the reinvestment of dividends, but does not
reflect the expenses associated with the management of an actual portfolio. Please see additional important information regarding indexes at the end of this report. SOURCE:
SRCM using data from Bloomberg

Less Risk, But Not Without

No matter the aggregate positioning of a particular portfolio, all investing carries risk. And that means we
may on any particular day find ourselves more than a bit less wealthy for the moves the markets have made
since prior peaks, even if our portfolios were more heavily weighted toward fixed income. Ample reminder,
we saw the domestic fixed income market dive on September 5 on account of a lifting of worries with regard
to the broader macroeconomic backdrop and, more specifically, concerns regarding America’s present trade-

related tensions with China.

We have experienced historically substantial capital gains within fixed income over the medium term as
interest rates have fallen in response to trade and many other investor worries. Though welcome from the
perspective of their potentially positive impact on riskier exposures, we may experience additional volatility
among bond exposures as any of the grander weights upon investor psyches may lift. Of course, investor
psyche may deteriorate anew, in which case further equity volatility may be in store. Either way, we offer
the gentle reminder to reach out to your advisor to address any changes in your financial circumstances and

comfort with exposure to investment risk.
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Important Information

Statera Asset Management is a dba of Signature Resources Capital Management, LLC (SRCM), which is a Registered Investment Advisor. Registration of an investment
adviser does not imply any specific level of skill or training. The information contained herein has been prepared solely for informational purposes and is not an offer
to buy or sell any security or to participate in any trading strategy. Any decision to utilize the services described herein should be made after reviewing such definitive
investment management agreement and SRCM’s Form ADV Part 2A and 2Bs and conducting such due diligence as the client deems necessary and consulting the
client’s own legal, accounting and tax advisors in order to make an independent determination of the suitability and consequences of SRCM services. Any portfolio with
SRCM involves significant risk, including a complete loss of capital. The applicable definitive investment management agreement and Form ADV Part 2 contains a more
thorough discussion of risk and conflict, which should be carefully reviewed prior to making any investment decision. Please contact your investment adviser
representative to obtain a copy of Form ADV Part 2. All data presented herein is unaudited, subject to revision by SRCM, and is provided solely as a guide to current
expectations.

The opinions expressed herein are those of SRCM as of the date of writing and are subject to change. The material is based on SRCM proprietary research and analysis
of global markets and investing. The information and/or analysis contained in this material have been compiled or arrived at from sources believed to be reliable,
however SRCM does not make any representation as to their accuracy or completeness and does not accept liability for any loss arising from the use hereof. Some
internally generated information may be considered theoretical in nature and is subject to inherent limitations associated thereby. Any market exposures referenced
may or may not be represented in portfolios of clients of SRCM or its affiliates, and do not represent all securities purchased, sold or recommended for client accounts.
The reader should not assume that any investments in market exposures identified or described were or will be profitable. The information in this material may contain
projections or other forward-looking statements regarding future events, targets or expectations and are current as of the date indicated. There is no assurance that
such events or targets will be achieved. Thus, potential outcomes may be significantly different. This material is not intended as and should not be used to provide
investment advice and is not an offer to sell a security or a solicitation or an offer, or a recommendation, to buy a security. Investors should consult with an advisor to
determine the appropriate investment vehicle.

The MSCI ACWI Index captures large- and mid-cap representation across 23 Developed Markets countries and 26 Emerging Markets countries. The index covers
approximately 85% of the global equity opportunity set. May be referred to as “World” and/or “global” stocks.

The Bloomberg Barclays U.S. 1-5 Year Government/Credit Bond Index, which includes investment grade, U.S. dollar-denominated, fixed-rate Treasuries, government-
related and corporate securities with maturities between 1 and 5 years.

The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not be used as a basis for or a component
of any financial instruments or products or indices. None of the MSCI information is intended to constitute investment advice or a recommendation to make (or refrain
from making) any kind of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an indication or guarantee of any
future performance analysis, forecast or prediction. The MSCI information is provided on an "as is" basis and the user of this information assumes the entire risk of
any use made of this information. MSCI, each of its affiliates and each other person involved in or related to compiling, computing or creating any MSCI information
(collectively, the "MSCI Parties") expressly disclaims all warranties (including, without limitation, any warranties of originality, accuracy, completeness, timeliness, non-
infringement, merchantability and fitness for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no event shall any MSCI
Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including, without limitation, lost profits) or any other damages.

Investing in any investment vehicle carries risk, including the possible loss of principal, and there can be no assurance that any investment strategy will provide positive
performance over a period of time. The asset classes and/or investment strategies described in this publication may not be suitable for all investors. Investment
decisions should be made based on the investor's specific financial needs and objectives, goals, time horizon, tax liability and risk tolerance.
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