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Price of Admission

Sequence Risk: The Inconvenient Truth About Markets and Timing

Planning for average returns is easy; surviving the actual sequence is harder. Markets don't hand out
returns in smooth installments, and you don't get to pick which years come gift-wrapped and which arrive
as gut punches. Sequence of returns risk isn't some academic curiosity—it's the lived experience of every
investor who's had to stay the course while their portfolio feels like it's bleeding out in real time.

You can't sit this one out. Whether you're drawing from your portfolio or simply watching from the sidelines,
you've already bought the ticket. And while the destination may still be promising, the journey can get
painfully bumpy along the way.

Let's be clear: the only ones walking away from these environments as total winners are the people who
were totally wrong for a very long time. They bet against the market, sat in cash, endured ridicule, and now,
for a fleeting moment, they look like geniuses. But make no mistake—that is not a repeatable investment
strategy. That is survival bias dressed up as brilliance.

For the rest of us, discipline matters. If your starting allocation was built with diversification in mind, now is
not the time to second-guess yourself. Diversification feels like a cruel joke when correlations spike and
everything falls in unison. But when those correlations break apart—and they will—the benefits of spreading
risk across asset classes and geographies come back into focus. Markets eventually reward diversification,
though rarely on your preferred schedule.

Then there's rebalancing, the most boring yet essential part of portfolio management. If you've let it slide,
you've probably been reminded why it's not optional. Allocation drift sneaks up on you. What started as a
carefully constructed portfolio can morph into an unintended, riskier profile if left unattended. Routine
disciplined rebalancing forces you to trim from areas that have run hot and reinvest in areas that have
cooled—precisely when your emotions might be urging you to do the opposite.

Speaking of emotions: action absorbs anxiety. There's truth in that. In volatile markets, doing something
feels better than doing nothing. But not every action is productive. The urge to react, to "do something,"
often leads investors to impulsive choices: abandoning strategy, capitulating at the lows, or chasing false
bottoms. If you're feeling the itch, consider channeling it constructively. Use limit orders, or place good-til-
canceled buy orders at levels meaningfully below the market. This way, if opportunities present themselves,
you've pre-positioned yourself without acting out of panic. You create a cushion you didn't think was
possible, and you protect yourself—from yourself.

It's also worth remembering you never want to make big decisions from an emotionally fragile place. This
is true in life after a breakup, a job loss, or worse, and it's true in investing. When screens are flashing red
and your portfolio feels like a shrinking balloon, resist the temptation to make sweeping changes. Walk
away from the screen, talk to someone rational, and revisit your plan with a clear head. Rash decisions
compound pain; patience compounds returns.

Let's play out a thought experiment. Imagine, three years ago, someone told you the market would deliver
a +15% year, followed by +30%, and then -10%. But—and here's the catch—you wouldn't know the order
in advance. Would you have signed up for that ride? Most rational investors would have, recognizing that
the full cycle still skews in their favor. Yet, when living through it, the sequence can feel intolerable. That's
the trap. Sequence risk turns hindsight clarity into real-time discomfort.

If someone convinced you that you could play this game selectively, dipping in for the good years and sitting
out the bad, they lied to you. That luxury does not exist. The real risk is not the market—it's believing you



can avoid its discomforts altogether. Your job is not to dodge volatility entirely, but to endure it with discipline
and purpose.

At the end of the day, sequence risk is a reality, not a choice. The market does not accommodate your
preferred timing, nor does it reward those who try to game the system in the heat of the moment. Staying
invested, rebalancing deliberately, and respecting the role of diversification are the practical defenses you
have at your disposal.

Because you're in the game now. And the only way through it—is through it.



IMPORTANT LEGAL DISCLOSURES

CURRENT MARKET DATA IS AS OF 04/07/2025. OPINIONS AND PREDICTIONS ARE AS OF
04/07/2025 AND ARE SUBJECT TO CHANGE AT ANY TIME BASED ON MARKET AND OTHER
CONDITIONS. NO PREDICTIONS OR FORECASTS CAN BE GUARANTEED. INFORMATION
CONTAINED HEREIN HAS BEEN OBTAINED FROM SOURCES BELIEVED TO BE RELIABLE BUT IS
NOT GUARANTEED.

THIS PRESENTATION (THE “PRESENTATION”) HAS BEEN PREPARED SOLELY FOR INFORMATION
PURPOSES AND IS NOT INTENDED TO BE AN OFFER OR SOLICITATION AND IS BEING FURNISHED
SOLELY FOR USE BY CLIENTS AND PROSPECTIVE CLIENTS IN CONSIDERING GFG CAPITAL, LLC
("“GFG CAPITAL” OR THE “COMPANY”) AS THEIR INVESTMENT ADVISER. DO NOT USE THE
FOREGOING AS THE SOLE BASIS OF INVESTMENT DECISIONS. ALL SOURCES DEEMED RELIABLE
HOWEVER GFG CAPITAL ASSUMES NO RESPONSIBILITY FOR ANY INACCURACIES. THE
OPINIONS CONTAINED HEREIN ARE NOT RECOMMENDATIONS.

THIS MATERIAL DOES NOT CONSTITUTE A RECOMMENDATION TO BUY OR SELL ANY SPECIFIC
SECURITY, PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS. INVESTING
INVOLVES RISK, INCLUDING THE POSSIBLE LOSS OF A PRINCIPAL INVESTMENT.

INDEX PERFORMANCE IS PRESENTED FOR ILLUSTRATIVE PURPOSES ONLY. DIRECT
INVESTMENT CANNOT BE MADE INTO AN INDEX. INVESTMENT IN EQUITIES INVOLVES MORE
RISK THAN OTHER SECURITIES AND MAY HAVE THE POTENTIAL FOR HIGHER RETURNS AND
GREATER LOSSES. BONDS HAVE INTEREST RATE RISK AND CREDIT RISK. AS INTEREST RATES
RISE, EXISTING BOND PRICES FALL AND CAN CAUSE THE VALUE OF AN INVESTMENT TO
DECLINE. CHANGES IN INTEREST RATES GENERALLY HAVE A GREATER EFFECT ON BONDS
WITH LONGER MATURITIES THAN ON THOSE WITH SHORTER MATURITIES. CREDIT RISK
REFERES TO THE POSSIBLITY THAT THE ISSUER OF THE BOND WILL NOT BE ABLE TO MAKE
PRINCIPAL AND/OR INTEREST PAYMENTS.

THE INFORMATION CONTAINED HEREIN HAS BEEN PREPARED TO ASSIST INTERESTED PARTIES
IN MAKING THEIR OWN EVALUATION OF GFG CAPITAL AND DOES NOT PURPORT TO CONTAIN
ALL OF THE INFORMATION THAT A PROSPECTIVE CLIENT MAY DESIRE. IN ALL CASES,
INTERESTED PARTIES SHOULD CONDUCT THEIR OWN INVESTIGATION AND ANALYSIS OF GFG
CAPITAL AND THE DATA SET FORTH IN THIS PRESENTATION. FOR A FULL DESCRIPTION OF GFG
CAPITAL’S ADVISORY SERVICES AND FEES, PLEASE REFER TO OUR FORM ADV PART 2
DISCLOSURE BROCHURE AVAILABLE BY REQUEST OR AT THE FOLLOWING WEBSITE:
HTTP://WWW.ADVISERINFO.SEC.GOV/.

ALL COMMUNICATIONS, INQUIRIES AND REQUESTS FOR INFORMATION RELATING TO THIS
PRESENTATION SHOULD BE ADDRESSED TO GFG CAPITAL AT 305-810-6500.


http://www.adviserinfo.sec.gov/

