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At Tacit, we firmly believe that equities are a good thing in the long run. Over time, rising equity markets are good for
confidence, good for an individual’'s wealth and ultimately good for the economy as people spend more when they feel
wealthier.

It is important however to remember that downturns in equity markets can never be foreseen and although relatively short
lived most of the time, they do create psychological barriers for investors. Having been positive on equity markets for over
three years now, we have noticed a distinct change in investor appetites for riskier assets this year. We remind our
readers again that being invested BEFORE a market rise is vital and chasing a market is not a long term investment
strategy that ends well.

Capturing rising markets is important for longer term returns. A common investor mistake is to chase returns and then get
burned by an unforeseen event and then sell down exposure to equities when things are at their low.

To illustrate a point, we consider two portfolios, each with the same asset allocation and risk attributes at first sight.
Performance of the two is identical when markets are rising whilst one underperforms when markets experience a short
term fall. The impact of this drawdown on longer term returns is actually higher than most would expect and is illustrated
hypothetically below:



YEAR
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018

Portfolio A
£100,000.00
£ 85,000.00
£ 85,000.00
£ 93,500.00
£102,850.00
£113,135.00
£124,448.50
£149,338.20
£119,470.56
£131.417.62
£144,559.38
£159015.32
£174,916.85
£192,408.53
£211,649.38
£232,814.32
£256,095.76
£281,705.33
£309,875.86

Portfolio B

£100,000.00
£ 95,000.00
£ 95,000.00
£104,500.00
£114,950.00
£126,445.00
£139,089.50
£166,907.40
£150,216.66
£165,238.33
£181,762.16
£199,938.37
£219,932.21
£241,925.43
£266,117.98
£292,729.77
£322.002.75
£354,203.03
£389,623.33

The only difference between the two portfolios is that Portfolio A has experienced bigger losses in 2000, 2008 and 2011
than Portfolio B. Overexposure to Technology in 2000 and Mining stocks in 2008 would have contributed the majority of
this underperformance.

The power of compounding in this example would have resulted in a near £80,000 differential in performance for a client.
Our approach to managing risk has led us to include Stabilisers in our highest risk strategies since launch as these help
manage losses in difficult market scenarios. Being cognisant of factors such as this is just one of the reasons Tacit
strategies have successfully provided strong risk adjusted returns for clients since launch.

Important Information: Any views, insights, or commentary are for general information only, do not constitute personal
investment advice or research, and are intended for UK residents. They may not be appropriate in all jurisdictions. While
sourced from information we believe to be reliable, we make no guarantee as to accuracy or completeness. Past
performance is not a guide to future results, and the value of investments can go down as well as up.
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