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After a year of historically low volatility in 2021, volatility has re-
entered the market in the first two months of 2022 with a desire
to make up for lost time. However, this increase in volatility was
not unexpected. Although current happenings in Russia and
Ukraine could not be predicted, we knew that inflation was rising
and the Fed had a plan to reduce their buying programs as well
asincrease interest rates throughout 2022. While we feel that the
recent anxiety is likely to continue into Q2, we do expect things to
calm down with regards to the daily market fluctuations we have
been absorbing. Remember, markets are both emotional and
fundamental, and the degree of those two behaviors will vacillate
over time, often rotating depending on the economic cycle.

Inflation and interest rates have been themes within the markets
for much of the last year. Recent inflation, consumer spending
and income numbers should set the table for the Fed’s meeting
in March to increase interest rates. As of this moment, the Fed is
still buying bonds in the open market, effectively applying some
downward pressure on yields. We expect that to end in March,
just as they vote on increasing interest rates. While the impact
of higher rates will not be immediate, the increase will be a loud
signal that the “easy money” policy of the Fed is over, for now.
How will the Fed react when unemployment increases or
slowing economic data begins to bite?

If history is any guide, they will be back in the financial markets,
buying bonds once again. Although consumers expect inflation
to continue rising before beginning to decline, whether inflation
continues to rise at this pace depends on what is driving it in the
first place. If inflation does prove to be more about supply chains
than about monetary policy, for instance, then overreacting in
one’s portfolio by only focusing on inflation may not be the right
move. Similarly, if inflation does remain hot but in a way that
benefits corporate profits, many parts of the market can still do
well even as the Fed hikes rates. Maintaining a well-diversified
portfolio that is built to sustain different economic conditions
across a full business cycle can be crucial in times of uncertainty
like now.

In addition to the concerns about the Fed’s ability to fight
inflation, the specter of war between Russia and Ukraine has
been added to investors’ plates. President Biden has responded
with increased sanctions against Russia. NATO and other world
organizations are working in overdrive to de-escalate the
situation and bring peace to the region. The situation is still
evolving as new headlines are released every day. However,

it isimportant for investors to stay level-headed in the face
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of geo-political conflicts. History shows that it’s a mistake to
make dramatic shifts in portfolios in response to geopolitical
crises. The past century witnessed several major global conflicts
including World War Il, the Vietnam War, and the tensions of the
Cold War. Throughout these periods, the economy and stock
market were able to grow steadily. For long-term investors,
overreacting to these events would have been the wrong move.
Properly diversified portfolios, especially diligently managed
portfolios built by a trusted advisor, are designed to handle these
periods of uncertainty. It’s always the case that markets can
swing wildly at any moment, whether it’s due to wars, economic
shocks, financial crises, pandemics and more. None of this is to
dismiss the severity of the current situation in Ukraine from a
geopolitical, humanitarian, or regional economic perspective.
While these issues will be closely watched, investors ought to
avoid rash decisions with respect to their portfolios.

Itis critical to keep in mind that although these issues weighing
on the markets are specific to the present, each year brings

its own trials and tribulations. Since 1950, the S&P 500 has
experienced 36 “corrections” (peak to trough loss of 10% or
more).1 That means on average, the S&P 500 corrects once
every two years. The most recent correction was in March of
2020, so in some ways, the S&P 500 was due for this behavior. It
is also important to maintain perspective in investing. Of those
36 corrections since 1950, only 10 have gone on to lead to “bear
markets” (peak to trough loss of 20% or more). On average,

the S&P 500 experiences a so-called bear market once every 7
years. As we know, March of 2020 was the most recent of these
bear market moves, and the S&P 500 returned to pre-pandemic
prices less than a year later. This is not to say that because we
experienced a bear market in 2020, it is impossible for another
to occur now. However, it is essential to keep in mind that the
recent correction in the markets is natural and, although the
world issues, uncertainty and volatility we are experiencing now
feel dire, the markets are simply adhering to a 70+ year trend and
we believe it is vital to remain unemotional and maintain a long-
term outlook when considering your investments.

We at Kingsview Investment Management remain diligent in

our processes’ and focused on the long-term outlook of the
economy. We feel it is best for investors to remain diligent with
theirinvestment solutions and utilize time-tested, defendable
investment methodologies even in times of great uncertainty and
new trials.

1 https://awealthofcommonsense.com/2022/01/how-often-should-you-expect-a-stock-market-correction/
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DISCLOSURES

Kingsview Wealth Management (“KWM?”) is an investment adviser registered with the Securities and Exchange Commission (“SEC”). Registration does not constitute
an endorsement of the firm by the SEC nor does it indicate that KWM has attained a particular level of skill or ability.

Kingsview Investment Management (“KIM”) is the internal portfolio management group of KWM. KIM asset management services are offered to KWM clients through
KWM IARs. KIM asset management services are also offered to non KWM clients and unaffiliated advisors through model leases, solicitor agreements and model trading
agreements. KWM clients utilizing asset management services provided by KIM will incur charges in addition to the KWM advisory fee.

Information presented is for informational purposes only and does not intend to make an offer or solicitation for the sale or purchase of any specific securities,
investments, or investment strategies. It is not, and should not, be regarded as investment advice or as a recommendation regarding any particular security or course
of action. Opinions expressed herein are current opinions as of the date appearing in this material only. This information does not address individual situations and
should not be construed or viewed as any typed of individual or group recommendation. Be sure to first consult with a qualified financial adviser, tax professional, and/
or legal counsel before implementing any securities, investments, or investment strategies discussed.

Past performance is no guarantee of future results. There are risks associated with any investment strategy, including the possible loss of principal. There is no

guarantee that any investment strategy will achieve its objectives.
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