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A new global crisis:
Focus on what you can control

Russia’s invasion of Ukraine, the ongoing war, and related
sanctions have helped drive market volatility, creating a
market that feels driven by the latest turn of the 24-hour news
cycle. That’s understandable. What we’re seeing on our TV
screens is disturbing, as are the worst-case scenarios of a 21st
century Cold War or the threat of a nuclear showdown. The
implications for the market and our investment portfolios only
heighten the level of our emotions, which, as we know, are the
enemy of the successful investor. At times, it all seems out of
control.

In fact, it is out of eur control, and yours. That means, from a purely
investing perspective, you should not spend much time worrying
about it. Rather, focus on what you can control. It’s a simple way to
align yourself with the most successful long-term investors of all time,
even if it doesn’t always feel easy, especially during market dips.

Russia, rates, and rising prices

The war in Eastern Europe is not the sole cause of volatility. Investors
entered 2022 hopeful about the receding pandemic, but concerned
about inflation, expectations of rising interest rates, and continuing
supply-chain bottlenecks. Those issues are all, to some extent,
exacerbated by the conflict. Russia is one of the world’s largest
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“Markets often stumble on headlines, but
soon after these wobbles, they tend to
return to whatever the prior trends were.”

—Barry Ritzholtz, "History Shows War Shocks Have a Modest Impact
on Equities", Bloomberg, March 2,2022

exporters of oil and natural gas, and energy prices, already a
cause of inflation, have spiked. The U.S. Federal Reserve’s
(Fed’s) efforts to balance raising rates and maintain
economic growth became even more delicate amid all the
tension. We also should not lose sight of the fact that Russia
produces minerals and metals that are vitally important to
global supply chains.

In a not-so-surprising surprise, the Fed raised interest rates in
March, for the first time in three years. Now they forecast six
more hikes in 2022 and additional ones in 2023, which could
lift today’s near-zero rate (where it’s been for nine of the last
16 years) to near 3%. That’s a new environment that may
take some getting used to, but it’s one we've lived through in
past decades. Even the most aggressive projections for the
next few years would keep rates historically cheap. Plus,
rising rates will eventually allow investors to profit from
savings vehicles and may help stabilize areas of the market
that are driving inflation, such as real estate.

The good news

Major geopolitical events tend to impact markets, and that is
anormal, recurring part of investing. The good news is,
historically, the associated drawdowns tend to be
short-lived. Barry Ritholtz and many others point to the
market’s historical resilience in the face of war and other
violent shocks. Since World War I, the market has lost an
average of approximately 1% on the initial news of a major
conflict, bottomed out after a 5.5% decline over 24 days, and
then climbed back to even after 52 days. The volatility
usually ends up a short-term blip in a full market cycle, and
that reality can be helpful in managing one thing you can
control: your emotions.

Continued on page 2
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S&P 500 Response to Geopolitical Events

U.S. equities tend to lose a little ground early during geopolitical events
such as major wars, but they also tend to recover quickly. An analysis by
Ryan Detrick, chief market strategist at LPL Financial, found that for 22
major geopolitical events since 1941, the market rebounded perhaps
surprisingly quickly. On average, one-day losses averaged about 1.1%
and average losses before returning to pre-crisis levels were only 4.8%.

Year Changein S&P  Days to recovery
500° at trough
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Source: LPL Research, S&P Dow Jones Indices, CFRA

Please remember, past performance may not be indicative of future results.
See index disclosure on the last page.
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That’s not to say the market will process all of this quickly
and resume its long run-up. No one knows how this current
situation will unfold, how it will impact world order over
time, or even what will happen to oil prices, the key
consequence for the U.S. market for now, which appears
more insulated from this conflict than in Europe and other
parts of the world.

How to manage what you can control

Fortunately, you don’t have to know how the war, the Fed,
orinflation will shake out in the coming months and years.
Managing what you can control starts with the foundational
blocks that NewSquare investors build upon. Investors who
know their risk appetite/tolerance and time horizon are
often better prepared to adjust if necessary. Understand
what your portfolio is designed to do, which is to reach your
investment goals over full market cycles, not months or
days. Then, stick with it, maintaining that long-term
perspective. Remember that volatility is normal, and an
integral part of investing. Analyze and respond with those
things in mind, rather than panicking or reacting to
short-term trends and events, always with an eye on risk
management. These are core principles at NewSquare
which we will not abandon, especially in times like these.

At NewSquare Capital, that is what we do. We do not try to
predict what’s going to happen, whether it is a geopolitical
event or the markets themselves. We listen to the market,
we manage risk, no matter which direction the market is
moving. While we monitor things like price, value, supply,
and demand, we recognize that we can’t control them. But
we believe we will be successful by continuously refining
how we interpret and react to them.

To be clear, we are not standing pat. One thing that
geopolitical events and drawdowns eventually provide are
opportunities to adjust portfolios. We're constantly seeking
them out, balancing risk management with a focus on
identifying ways to improve long-term outcomes. We know
at some point, those opportunities will present themselves,
and we plan on seizing them.

Continued on page 3
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Market Review

Even prior to the invasion of Ukraine, we saw increased market
volatility driven by surging inflation rates, the beginning interest-rate
increases from the Fed, and signs of a slowdown in earnings-growth
momentum. The largest military conflict in Europe since World War Il
pushed key indexes lower, with the S&P 500 registering a -4.6%
first-quarter drop. The energy sector advanced, backed by a 33%
increase in the price of oil, while utilities was the only other positive
sector. The high-flying, growth technology names that led the bull
market since early 2020 (and really, the last decade-plus)
experienced a significant sell-off as government-bond yields rose
further, with the NASDAQ down 9%.

Inflation fears rattled bond markets, with the Bloomberg U.S.
Aggregate Index closing the quarter down nearly 6%. That is an
adjustment for folks, too, to see low interest rates and negative
returns for bonds across the board, from Treasuries to high-yield
paper. Interest rates and bond yields have been low for years, and
they typically move inversely to prices—though it is important to
remember that the losses are unrealized, paper losses, because
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individual bonds held to maturity typically retain their principal.
We still believe that over time, bonds can help you preserve capital,
generate income, and provide diversification, reducing a portfolio’s
volatility and smoothing out risk-adjusted returns over time.

For related reading, please see:

“What happens to bonds
when interest rates rise?”

Read now

Statistical data sourced from: Bloomberg Finance, LPL Research., Morningstar, and
NewSquare Capital, LLC

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 advisor 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 information within has not been tailored for
any individual. The asset classes and/or investment strategies described in this
commentary may not be suitable for all investors.

Historical performance results for investment indices and/or categories have been
provided for general comparison purposes only, and do not reflect the deduction of
transaction and/or custodial charges, the deduction of an investment management
fee, nor the impact of taxes, the incurrence of which would have the effect of
decreasing historical performance results. It should not be assumed that your account
holdings correspond directly to any comparative indices. Please note that you cannot
invest directly in an index. Indexes are unmanaged.

The S&P 500° is widely regarded as the best single gauge of large-cap U.S. equities.
The index includes 500 leading companies and covers approximately 80% of available
market capitalization.

The Bloomberg Barclays US Aggregate Bond Index is a broad-based flagship
benchmark that measures the investment-grade, US dollar-denominated, fixed-rate
taxable bond market. The index includes Treasuries, government-related corporate
securities, MBS (agency fixed-rate pass-throughs), ABS, and CMBS (agency and
non-agency).

The opinions expressed herein are those of NewSquare Capital as of the date of
writing and are subject to change. This communication may include
forward-looking statements or projections that are subject to certain risks and
uncertainties. Actual results, performance, or achievements may differ materially
from those expressed or implied The material is for informational, discussion
purposes only, is not to be construed as specific tax, legal or investment advice.

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 commentary serves as the receipt of, or as a substitute for, personalized
investment advice from NewSquare Capital.

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.

NewSquare Capital is neither a law firm nor a certified public accounting firm and
no portion of the commentary content should be construed as tax, 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 newsquarecapital.com.
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