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Deploying Cash into a Volatile Market April 2022

OVERVIEW

= Liquidity soared in 2021, in part due to record amounts of dry powder in the private equity system and an accommodative IPO market.

= From an investment perspective, there is debate whether large distributions should be invested all at once or staged in over time.

= History suggests investors are better off deploying cash immediately, but in truth there is no one-size-fits-all solution for everyone.

2021: A Year of Record Liquidity

A confluence of factors led to a fremendous amount of
distributions for investors and business owners alike in 2021. A
few factors include:

= Potential changes in the tax code incentivized many
business owners fo seek a sale. US M&A activity reached
records in terms of both volume (7,800+ fransactions) and
deal value ($2.6 trillion).

= Low yields and relatively calm markets increased appetite
for IPOs. In fact, last year was the busiest year ever for new
issues as more than 1,000 companies listed shares, raising
over $300 bilion (roughly 60% via SPACs and 40% via
fraditional IPOs).

What to do with all this cash?

On the surface large cash distributions should be celebrated.
Often they represent the culmination of one’s lifelong work
(e.g. seling a company) or the reward for providing equity
capital fo a private company (via direct investment or private
equity fund). However, the capital needs to be invested
productively to compound that wealth into the future.

To most, it would seem reasonable that a modest distribution
(approximately 5% or less of a portfolio) could be re-invested
in short order into the investment program in accordance with
the asset allocation targets.  Transaction, trading, and
administrative costs may make it inefficient to deploy this
amount into the market in more than one tranche. But, what if
the distribution represents 30%, 50%, or even 100% of the
legacy portfolio? Would this - or should this - change the
strategy?

Multiple Cash Deployment Options

Over the last 30+ years we have worked with many families to
deploy large cash balances. A few examples include:

= A newly formed family office was funded with cash
proceeds from an early stage venture investment

= A business owner sold an operating company and
increased the size of the investment portfolio by over 400%

= An enfrepreneur received liquidity from taking a startup
public and wanted to retain a relatively high level of cash
fo fund future ventures

In our experience, the most common approaches to
deploying large amounts of cash are (a) investing it in equal
franches over some specified period of time (typically
quarterly or annually), or (b) investing it all af once. Markets
typically go up over the long term so it seems intuitive
that investors should become fully invested as quickly as
possible. The longer the cash stays in the market, the larger it
should grow. However, this simplistic view ignores the
behavioral finance aspect of investing. Loss aversion is the

idea that people experience losses more severely than the
equivalent gains. This means investors feel worse losing 10%
than they feel good about gaining 10%. As it relates to
deploying cash, this concept leads many investors to prefer
staging into the markets over fime as opposed to investing it
all at once.

What can we learn from history?

In an effort to evaluate the impact of investing all at once
versus staging capital in over time, we analyzed hypothetical
portfolio mixes invested in the S&P 500 and the Bloomberg US
Aggregate Bond Index (Bloomberg Agg.) going back to 1976.
We quantified the growth of a $100 portfolio on a quarterly
basis that was either (a) invested in four quarterly increments
of $25 each, or (b) invested entirely at the beginning of the
quarter.

Investing at Once or Staging In: 1976 - 2021
Portfolio Allocation ; ; ; ; ;
(S&P 500 / Bloomberg Agg.) 150/50:60/40:70/30:80/20:90/10
Total Quarterly Observations P181 ¢ 181 1 181 ¢ 181 i 18]
Investing at Once Outperforms 150 148 145 143 140
Staging In Outperforms i 31+ 33 36 38 4l

% Investing at Once Outperforms | 83% | 82% ! 77%

80% !

79%

Source: ACG Research, Morningstar
Key Observations

= Given that stocks are more volafile than bonds, the
outperformance of investing a lump sum has historically
decreased with a greater allocation to equities (from 83% of
the time down to 77% of the time).

= Investors were befter off staging into the market before
large market corrections (e.g. Stock Market Crash of 1987,
2000 - 2002 Tech Bubble, 2007 — 2008 GFC), but predicting
market peaks and froughs has proven very challenging.

= A blended portfolio (50/50 — 90/10) generated positive
returns in roughly 75% of all quarters going back to 1976
regardless of the mix between stocks and bonds.

ACG'’s Position

Excess cash will lose purchasing power over time due to
inflation. However, investing in a diversified portfolio of stocks,
bonds, and real assets still remains a critical means to
maintain purchasing power and increase wealth over the
long run. Empirical data shows investing cash all at once has
generated better outcomes more than 75% of the time. In
reality, however, all investors have some behavioral biases
such as loss aversion and these cannot be ignored. We
recommend investors with large amounts of cash develop a
deployment strategy that aligns with their risk profile and stick
to the plan — whether that means investing all at once or over
the course of 12 months.
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Disclosures and Legal Notice

The views expressed herein are those of Asset Consulting Group (ACG). They are subject to change at any time. These views do not necessarily reflect the opinions
of any other firm.

This report was prepared by ACG for you at your request. Although the information presented herein has been obtained from and is based upon sources ACG
believes to be reliable, no representation or warranty, express or implied, is made as to the accuracy or completeness of that information. Accordingly, ACG does
not itself endorse or guarantee, and does not itself assume liability whatsoever for, the accuracy or reliability of any third party data or the financial information
contained herein.

Certain information herein constitutes forward-looking statements, which can be identified by the use of terms such as “may”, “will”, “expect”’, “anticipate”,
“project”, “estimate”, or any variations thereof. As a result of various uncertainties and actual events, including those discussed herein, actual results or
performance of a particular investment strategy may differ materially from those reflected or contemplated in such forward-looking statements. As a result, you
should not rely on such forward-looking statements in making investment decisions. ACG has no duty to update or amend such forward-looking statements.

The information presented herein is for informational purposes only and is not intended as an offer to sell or the solicitation of an offer to purchase a security.

Please be aware that there are inherent limitations to all financial models, including Monte Carlo Simulations. Monte Carlo Simulations are a tool used to analyze a
range of possible outcomes and assist in making educated asset allocation decisions. Monte Carlo Simulations cannot predict the future or eliminate investment
risk. The output of the Monte Carlo Simulation is based on ACG'’s capital market assumptions that are derived from proprietary models based upon well-recognized
financial principles and reasonable estimates about relevant future market conditions. Capital market assumptions based on other models or different estimates
may yield different results. ACG expressly disclaims any responsibility for (i) the accuracy of the simulated probability distributions or the assumptions used in
deriving the probability distributions, (ii) any errors or omissions in computing or disseminating the probability distributions and (iii) and any reliance on or uses to
which the probability distributions are put.

The projections or other information generated by ACG regarding the likelihood of various investment outcomes are hypothetical in nature, do not reflect actual
investment results and are not guarantees of future results. Judgments and approximations are a necessary and integral part of constructing projected returns. Any
estimate of what could have been an investment sirategy’s performance is likely to differ from what the strategy would actually have yielded had it been in
existence during the relevant period. The source and use of data and the arithmetic operations used for calculating projected returns may be incorrect,
inappropriate, flawed or otherwise deficient.

Past performance is not indicative of future results. Given the inherent volatility of the securities markets, you should not assume that your investments will
experience returns comparable to those shown in the analysis contained in this report. For example, market and economic conditions may change in the future
producing materially different results than those shown included in the analysis contained in this report. Any comparison to an index is for comparative purposes
only. An investment cannot be made directly into an index. Indices are unmanaged and do not reflect the deduction of advisory fees.

This report is distributed with the understanding that it is not rendering accounting, legal or tax advice. Please consult your legal or tax advisor concerning such
matters. No assurance can be given that the investment objectives described herein will be achieved and investment results may vary substantially on a quarterly,
annual or other periodic basis. There is no representation or warranty as to the current accuracy of, nor liability for, decisions based on such information.

© 2022 Asset Consulting Group. All Rights Reserved. Asset Consulting Group is the sole owner of all rights, title, and interest to the materials, methodologies,
techniques, and processes set forth herein, including any and all intellectual property rights. No part of this document may be reproduced, stored, or transmitted
by any means without the express written consent of Asset Consulting Group.
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