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Market Downturns:
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After two solid years of strong returns, equity
markets are currently experiencing a significant
downfall in 2022. While it’s always possible
equity markets could turn upward quickly, an
equity downturn experience can leave an
extensive impact on the psyche of even the most
seasoned of investors and consequently impact
how they manage their money. During
downturns, some investors become too
traumatized to put their cash to work in the
markets. Others can react by aggressively day
trading and making rash  investment
decisions. Neither of these behaviors are
beneficial for long-term financial success. For
long term financial success, incorporating a
proper process-oriented approach for managing
investments is typically one of the better ways to
avoid similar missteps.

Understanding the key factors that are
contributing to 2022’s bumpy ride can be helpful.
Surging inflation, rising interest rates, the
Ukraine/Russia war, and continued COVID
lockdowns in China that are restricting the supply
chain are all influencing the volatility narrative
for equity markets.

In early May, the Federal Reserve raised interest
rates for the second time in 2022 to continue its
daunting task of stopping the inflation snowball
— without causing a recession. While the
economy is still strong, recession rumors have
investors worried about the future.

Staying the course and remaining invested could
prove to be a wise decision during volatile times.
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Incorporating an appropriate process-oriented
approach for managing investments and focusing
on the long-term can typically prove to be one of
the better ways to help buffer the effects of
volatility. “It won’t be the economy that will do
in investors; it will be the investors themselves.
Uncertainty is actually the friend of the buyer of
long-term values,” were the wise words of
Warren Buffet. For knowledgeable investors,
panic is not a plan. In fact, panic can lead to a
costly mistake.

Please remember, market downturns are
uncomfortable but not uncommon. Short-term
investors are likely to feel the effects of recent
market volatility more acutely than long-term
investors. Historically, investors who stay in the




market through volatile times come out
significantly ahead of where they
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plan ahead and do the math to ensure your
finances are adequate. With rising interest
rates and inflation, it may be wise to hold off
on large ticket items.

Embrace diversification. While having a
diversified portfolio won’t guarantee you
gains, it is a strategy to help provide a
balance between risk and reward.

Avoid panic sell-offs and disregard media
magnification. The media attracts our
attention by inciting fear and anxiety. Limit

your exposure to the news and social media
and focus on your personal goals and plans.

e Be aware of any tax implications or tax
efficiencies that any moves you make may
have and discuss your plans with a financial
professional prior to making any moves.

By rebalancing or adding new money to their
equity portfolios during market downturns,
investors can potentially generate better returns
over the long run. Investors make money in
equities— typically when they buy low and sell



Three Things You Can Control In Your Investment Experience

Time Horizon

Your time horizon is the period of time you
expect to hold an investment until you need the
monies and cash out. The longer the time
horizon, the longer the power of compounding
can work for you.

In general, there are three major time horizon
classifications:

Risk Tolerance ‘v

Risk tolerance is the degree to which you are
able or willing to withstand fluctuations in the
markets and your portfolio in return for growth
potential.

If your risk appetite is low, you will likely want to
be a conservative investor. If it is high, you are
more likely to take more aggressive moves and
accept any potential downside.

Your Behavior

Your investing behavior is based on the

information you receive, how you analyze the
data, prior biases, and emotional tendencies.
Ultimately, your ability to emotionally withstand
the fluctuations your investments will inevitably
experience will be a primary factor in the
direction of your investments.

A foundational rule of investing behavior is -

Short term: two years or less
Medium term: two to ten years
Long term: 10 or more years

Please keep in mind there is no officially defined time frame
Jor each of these classifications and the advice on how each
should be considered is not universal.

panicking is not a plan!

high. If you have any questions about your
portfolio, please call us prior to making any
decisions and we can assist you in determining
the best strategy for your unique situation.

There are many options and strategies out there
for investors. However, the sound principals of
successful financial planning remain constant.
Build a well-devised plan with a qualified
professional, stick with that plan, focus on the
long-term, and be aware of any tax
conseqguences of your actions.

Don’t forget, while you cannot control the
direction of the financial environment or your
returns, you do have control of three very
important things:

1. Your risk tolerance.
2. Your time horizon.

3. Your behavior.

If you have a firm grasp of each of these, you
should be able to maintain discipline and remain
calm during these times of and market
fluctuations arise.

For example, the decade after the crisis in June
2008 gave plentiful rewards to those who chose
to stay invested — in fact, 147% worth of rewards.
This is versus the 74% average return for those
who pulled their monies out of the stock market
during the fourth quarter of 2008 or first quarter
of 2009. (fidelity.com, 4/27/22)

Conclusion

We firmly maintain a “proceed with caution”
approach.

Our primary responsibility is to focus on our
clients’ financial goals. As a wealth manager, we
take all key elements, like risk tolerance and time
horizon, into consideration when assessing
financial pictures and determining a plan that we
feel offers the best chance to achieve a client’s
goals. As always, we are available to revisit your
financial holdings to make sure they are still
compatible with your timeline goals and risk
tolerance.




We believe an educated client is the best client A skilled financial professional can help make
and will keep you apprised on issues we feel your journey easier. Our goal is to understand
could affect your situation. our clients’ needs and then try to create an

. optimal plan to address them.
As a reminder, please keep us aware of any P P

changes (such as health issues or changes in your
retirement goals). The more knowledge we have
about your unique financial situation the better
equipped we will be to best advise you.

The four most dangerous
words in investing are:
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e consistent and strong communication, This time it’s different.
Sir John Templeton

We pride ourselves in offering:

e aschedule of regular client meetings, and

e continuing education for every member of
our team on the issues that affect our clients.

PLEASE | SHARE
Help us help others!

Our goal this year is to help others with their financial decisions. Please help us by offering a copy of this
newsletter to a friend, colleague, or family member that you feel would benefit from this information.
To add someone to our mailing list please call Julie or Jean at (970) 731-3070.

Scott Strategic Investments is not a registered broker/dealer and is independent of LPL Financial, member FINRA
/ SIPC. Investment advisory services offered through LPL Financial. Securities offered through LPL Financial
and are not insured by bank insurance, the FDIC or any other government agency, are not deposits or obligations
of the bank, are not guaranteed by the bank, and are subject to risks, including the possible loss of principle.

This article is for informational purposes only. This information is not intended to be a substitute for specific individualized tax, legal or
investment planning advice as individual situations will vary. For specific advice about your situation, please consult with a lawyer, tax
or financial professional. The information contained in this report does not purport to be a complete description of the securities, markets,
or developments referred to in this material. The information has been obtained from sources considered to be reliable, but we do not
guarantee that the foregoing material is accurate or complete. Any information is not a complete summary or statement of all available
data necessary for making an investment decision and does not constitute a recommendation. Past performance is not a guarantee of future
results. Investing involves risk and investors may incur a profit or a loss. No investment strategy or risk management technique can
guarantee return or eliminate risk in all market environments. All performance referenced is historical and is no guarantee of future results.
All indices are unmanaged and may not be invested into directly.

Sources Bloomberg.com; Fidelity.com; S&P 500; Capital Group, A Wealth of Common Sense 5/2022. Contents provided by the Academy
of Preferred Financial Advisors, Inc.



