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Markets have posted impressive gains recently, leaving many investors wondering if a correction is (over)
due. As adherents of Modern Portfolio Theory (MPT) we believe in efficient markets, where stock prices
reflect all known information at all times. The corollary to this then is that stocks are correctly priced -and
therefore suitably priced for expected future returns.

MPT however is a hypothesis which best explains stocks behaviour over the long term. Over shorter
periods however, stock prices are often influenced by market sentiment, recent news and emotional
trading. This leads to temporary mis-pricing of securities, and the opportunity for investors to capitalize by
buying securities below their intrinsic value.

Sentiment (emotion) encompasses fear of missing out (FOMO) and fear of loss (FOL), and are merely
alternate ways of describing fear and greed. Both are drivers of market performance and contribute to
irrational investment decisions that are detrimental to investor’s returns over time.

At some point markets will adjust, lower, and when stocks decline investors are often tempted to move
into cash in order to avoid further losses. That’s only natural, as the appetite for risk moves directionally
with market returns. Lower markets mean less willingness to stay in risk assets (stocks). History tells us
that’s probably the wrong move. A balanced asset allocation of 60% stocks and 40% bonds has on
average outpaced cash in periods following three-month market declines. Investors sitting on the sidelines
have invariably missed opportunities when markets rebound. 4

The best course of action is to stay disciplined and stay invested. History provides solid guidance as to the
what the future holds.

Thanks for reading!
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Appetite for Destruction

\verage relative outperformance of 60/40 portfolio vs. cash allocation following a global equity decline of 10% or more,
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Mutual Funds and some Segregated Funds provided by the Fund Companies are offered by Martin
Weiler, a representative, through Worldsource Financial Management Inc., sponsoring mutual fund dealer.
Other Products and Services are offered through First Capital Financial Corporation.This email and any
attachments are intended only for the recipient(s) named in this email and may contain personal and/or
confidential information. If you have received this email in error, please email the sender immediately, and
delete the original email. Dissemination, distribution, or copying of all or any part of this message by
anyone other than the intended recipient(s) is not authorized.The information provided in this email and/or
attachment/s is solely for general and educational purposes and is based on the perspectives and
opinions of the owners and writers. It is provided with the understanding that it may not be relied upon as,
nor considered to be, the rendering of tax, legal, accounting, or professional advice. Please consult an
appropriate professional regarding your particular circumstances. References to third party goods or
services should not be regarded as an endorsement of those goods or services. All information provided is
believed to be accurate and reliable, however, we cannot guarantee its accuracy. Commissions, trailing
commissions, management fees and expenses all may be associated with mutual fund investments.
Please read the prospectus and/or the fund facts before investing. Mutual funds are not guaranteed, their
values change frequently and past performance may not be repeated.
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