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Full Market Cycle Returns: The Best Way to
Achieve Your Goals

The typical marketing brochure from an investment manager cites
performance over the usual timeframes: one, three, and five years.
Quarterly reports often detail 90-day results. Pull up market data
online, and you’ll usually get just that day’s ups and downs. You
can click your way to a month, year-to-date, or even multiple years,
but how often do you find performance data for a full market cycle?
Almost never. That’s a problem, because how an investment
behaves over a full market cycle is the most important way to

measure it.

Full market cycles—generally defined as the period from one stock
market peak to another, including a price decline of at least 20%
and a rebound that establishes a new, higher peak—typically last
from five to 20 years. As Manning & Napier point out here, full
cyclesinclude a bear market, a recovery, and a bull market—and
an endless variety of economic and market conditions—which
provide a true measure of a manager or a process. Some will prove
their worth when the market’s up. Others will add value in
downturns. If you've found a worthwhile manager and process, you
should be rewarded over a full market cycle.

Not enough time

As the graphs from DALBAR, a financial services
market research firm, show, in most of the past
20 years, investors in both equity and fixed
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income funds have stayed invested for less than
4 years. The average over that time period is just
3.6 years for equity funds and even less, just 3.1
years, for fixed income.!

That’s not long enough, because historically,
volatility is higher over shorter time periods.

Investors tend to be rewarded for staying the
course.
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“Looking back in time, full market cycles have
spanned as little as five years to as long as 20 years.”

—Manning & Napier Advisors, LLC, 2014

Most investors fall short of market returns, in part because they
make decisions based on the short term. On average, they stay
invested in a fund or process for about four years. They may
change course after a period of underperformance or based on a
stellar one-year return from another manager.

At NewSquare Capital, we believe that four years is not enough
time to measure investment performance. Wealth is built over the
long term, and not in 90-day periods, or even over four years. Many
of our portfolios are designed to aim for full-cycle performance by
maximizing opportunity while mitigating risk. To us, the full cycle is
more important than any one of its parts. We recommend that you
take the time to understand your manager’s process, what it’s
designed to do, and how it matches your time horizon and risk
tolerance. Watch how it works across the different stages of a
market cycle, and give it time to pay off.

Fig. 1: Retention Rates: Equity Funds

Source: DALBAR, Inc., Quantitative Analysis of Investor Behavior, 2018
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https://content.swanglobalinvestments.com/hubfs/Third%20Party%20Documents/Dalbar%202018%20QAIB%20Report%20-%20Quantitative%20Analysis%20of%20Investor%20Behavior%20-%20Advisor%20Edition.pdf
https://www.manning-napier.com/insights/blogs/research-library/defining-a-market-cycle
https://ca.rbcwealthmanagement.com/documents/48092/48112/influence-of-investor-behavior.pdf/00dadc04-e19b-407d-a32a-124edf1ad0f1
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Market Review

The ups and downs of equities during this year’s second
quarter—strength in April, a downdraft in May, and a bounce-back
in June—only underscore the importance of not allowing
short-term noise to get in the way of your long-term plan.

In 2019, we've seen the strongest January for stocks in more than
30 years and a continuation of the longest economic expansion in
U.S. history. We've also seen an economic slowdown in Europe, a
period when long-term treasury rates fell below short-term rates,
and any number of short-term shifts in sentiment around tariffs,
trade tensions, and the U.S. Federal Reserve’s (Fed’s) next move.

Meanwhile, the equity bull market rolled on, now past its 10th
birthday, driven most recently by large-cap stocks. There was
some shifting away from risk toward more defensive sectors of the
market, but through the halfway point of 2019, growth stocks
continued to outperform value.
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From a fixed income perspective, expectations that the Fed will cut
its benchmark interest rates in 2019 drove market rates down
toward the end of the quarter. In March 2019, the long-term
treasury rates fell below short-term rates, raising concerns about
further disruption in the fixed income market. The Fed held rates
steady in June, but hinted of potential cuts if the economic
outlook weakens.

Portfolio Discussion

During the second quarter of 2019, we made no drastic changes to
our portfolios. We did complete some trades and repositioning,
but our broad asset allocation remained the same.

NewSquare Capital is an SEC registered investment advisor. Registration of an investment advisor does not imply any specific level of skill or training. For additional information regarding
NewSquare Capital, please obtain the Form ADV, Part 2, which is available through your investment adviser representative or online by visiting www.adviserinfo.sec.gov.

Please remember, past performance may not be indicative of future results. 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.

The opinions expressed herein are those of NewSquare Capital as of the date of writing and are subject to change. The material is based on NewSquare Capital proprietary research and analysis of
markets and investing. The material is for informational, discussion purposes only, and does not represent an offer to buy or sell any investment.

Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. Moreover, you should not assume that
any discussion or information contained in this newsletter serves as the receipt of, or as a substitute for, personalized investment advice from NewSquare. To the extent that a reader has any
questions regarding the applicability of any specific issue discussed above to his/her individual situation, he/she is encouraged to consult with the professional advisor of his/her choosing.
NewsSquare is neither a law firm nor a certified public accounting firm and no portion of the newsletter content should be construed as legal or accounting advice.

If you are a NewSquare Capital client, please remember to contact NewSquare Capital, in writing, if there are any changes in your personal/financial situation or investment objectives for the
purpose of reviewing/evaluating/revising our previous recommendations and/or services. Any offer to invest in the firm’s investment strategies can be made by a written agreement only.

The information in this document is intended for U.S. residents only. Before investing, an investor should carefully consider the portfolio objectives, risks, charges, and expenses. For more
information on NewSquare Capital and its investment strategies, visit www.newsqguarecapital.com. CRN2021-245274
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