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Global Market Turmoil

Special Commentary & Webinar

e For any technical difficulties, please contact:

— Madeline Smith: madeline.smith@envestnet.com
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Historic Market Corrections
S&P500, 2011 to present
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Historic Market Corrections
S&P500, 1998-1999
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Historic Market Corrections

S&P500, 2003-2004
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Volatility at a Recent Extreme
CBOE VIX Index, 2010-Present

VIX Index
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Relative Strength at 2011 Levels

S&P 500: 9-Day RSI, 2005 - Present
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Put/Call Ratio also at Extreme Levels
CBOE Put/Call Volume Ratio
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A Seasonally Weak Time of Year
S&P 500 Average Monthly Performance, 1950 - Present

Source: Bloomberg
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“V” Bottoms are Infrequent
Conslidation Can Take Weeks or Months

S&P 500
Weekly Data
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“V” Bottoms are Infrequent
Examples from 1987 and 1998

1987

S&P 500

1998 — Asian Financial Crisis
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Diversification
Change in Market Leadership

S&P 500 TR USD 13.7

Russell 1000 TR USD 13.2 1.7 -8.1
DJ Industrial Average TR USD 10.0 0.0 -9.5
Barclays US Agg Bond TR USD 6.0 -0.1 1.4
Russell 2000 TR USD 4.9 4.8 -11.2
Barclays US Corporate High Yield TR USD 2.5 2.5 -3.5
HFRX Absolute Return USD 0.8 2.0 0.2
MSCI EM NR USD -2.0 2.9 -20.2
MSCI EAFE NR USD -4.9 5.5 -7.6

Source: Morningstar Direct
*Data through 8/24/15
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Diversification
Higher returns, lower risk for the long-term

Diversification is intended to smooth out unsystematic risk in a portfolio so that the positive
performance of some investments will help offset the negative performance of others. We
experience this phenomenon every year.
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Rebalancing
Add rebalancing to further improve long-term performance

Systematic rebalancing to keep within a The Impact of Rebalancing?
. Ending Value
chosen long-term asset allocation further $100000 [~ 97,001
helps portfolios reduce volatility and B LI,
) ) - Peak ol 810 LA
enhance risk-adjusted returns. ; GV A
Rebalancing can potentially bring higher w000 - o oo
. ! 37.08% Drawdown
return (approximately 0.4% more?) and - —
lower downside capture of the market as i Rebalanced Portolo mem
compared to a portfolio that is not $10000 ——
. 1/86 12/90 12/95 12/00 12/05 1210
consistently rebalanced.
In bear markets, investors that rebalanced
annually fared better. While they may not Rebalanced — ““‘REba'a"cfw
have benefited as much in bull markets, the A% 0%
downside protection outweighed this cost. -22% -32%
71% 81%
-30% -37%
44% 48%

(1) Source: Forbes. Chart shows two portfolios over period between 1985 and 2010. Both portfolios began with a 60/40 mix of stocks and bonds, using S&P500 for stocks and
ENVESTNET" Barclays Aggregate Bond Index for bonds. “Rebalanced” portfolio was adjusted annually back to its 60/40 target, while the “unrebalanced” portfolio was never adjusted.
’ PMC (2) Source: https://research.wealthfront.com/whitepapers/investment-methodology/
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Global Market Turmoil

Special Commentary & Webinar

Visit investpmc.com for the latest commentary on the markets and more

ENY ESTNET
PMC ABOUT PME SOLUTIONS

Blog

Is this The Big One
(financially speaking)?
Probably not.

READ MORE

As Ervesstned's portiolso consulting group, Envestnat | PMC
i= the ultimate “advisos to the advisod.” Our goal is to
strangthen the relatipnship betwesn pdvisors and thair
chisnts, by helping sthieore and institubens everags sl the
tooés, copabdlities and resources of the Envestnet platform,

Wheethar you'ne an independent adwisos, 8 broker.deaker or
an mstiutional mveston, Envestnet | PMC provedes you with
all the sspenence and solutions you nead — from
comprehaname manager resaarch to portfolio consulting
and porticlio r'-:l'fdgi.“"l'lE"” — 0 help you Improve clsnt
outcomas

DU INSHaHTS

By

5 This The Bl One
[Fenanclally Spaaking)?
Probiabéy Pl

Muams«dla
Witkesr; bs Diversification
Working?

CommenLaries

PIC Weedily Meview - August
21, 2018

The Envestnet Edge:

August 2015

In a "meh" market, look
again at U.S. stocks

MWW AYRILAGZE

=

ENVESTNET
PMC

© 2015 Envestnet | PMC. All rights reserved. For home office and advisor use only.
SR#782116.

20


http://www.investpmc.com/

Disclosure

Asset Class Returns: 20-Year Snapshot

The information provided in the table above is for informational and educational purposes only. It is not intended
as and should not be used to provide investment advice and does not address or account for individual investor
circumstances. The asset classes described above may not be suitable for all investors and investors should first
consult with an investment advisor before investing. Past performance is not indicative of future performance.
Indices are unmanaged and their returns assume reinvestment of dividends and do not reflect any fees or
expenses. It is not possible to invest directly in an index. Diversification does not ensure a profit or protect against
a loss.

Source: Morningstar Direct index returns.

The Diversified Portfolio is a moderate allocation blend portfolio (60%/40%) with the following allocations: 13%
Russell 1000 Value; 9% Russell 1000 Growth; 12% Russell 2000; 17% MSCI EAFE; 4% MSCI Emerging Markets; 5%
Dow Jones U.S. Select REIT; 40% BarCap U.S. Agg Bond.

Cash - Citi Treasury 3 Month T-Bill Commodities - Dow Jones UBS Commodity Index
Emerging Markets - MSCI Emerging Markets Index High Yield - BarCap U.S. Corporate High Yield Index
International Equity - MISCI EAFE Index Large Cap Core - Russell 1000 Index

Large Cap Growth - Russell 1000 Growth Index Large Cap Value - Russell 1000 Value Index

Mid Cap - Russell Mid Cap Index Munis - BarCap Municipal Index

REIT - Dow Jones U.S. Select REIT Index Small Cap - Russell 2000 Index

Top 200 - Russell Top 200 Index U.S. Agg - BarCap U.S. Agg Bond Index

g ENVESTNET"
B2 PMC
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Disclosure

The information, analysis, and opinions expressed herein are for general and
educational purposes only. Nothing contained in this document is intended to constitute
legal, tax, accounting, or investment advice, nor an opinion regarding the
appropriateness of any investment, nor a solicitation of any type. All investments carry a
certain risk, and there is no assurance that an investment will provide positive
performance over any period of time. The asset classes and/or investment strategies
described may not be suitable for all investors and investors should consult with an
investment advisor to determine the appropriate investment vehicle. Investment
decisions should always be made based on the investor's specific financial needs and
objectives, goals, time horizon and risk tolerance. The statements herein are based upon
the opinions of Envestnet and third party sources. Information obtained from third party
resources are believed to be reliable but not guaranteed. All opinions and views
constitute our judgments as of the date of writing and are subject to change at any time
without notice. Past performance is not a guarantee of future results.
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