
Alittle more than a month ago, we took steps to
reduce our exposure to equity risk as the capital
markets digested their nearly unprecedented run-

up since the pandemic nadir in March of 2020. Our feeling
has been that signals of transient in�lation are becoming
more systemic and, combined with a regime change from
the Federal Reserve from stimulating to tightening, the
short-term prospects for equities are less attractive. Since
that time markets took a brief respite and even rallied a
bit before continuing to grind and sometimes lurch lower.
We have now taken a further incremental step away from
equities in both US and foreign markets as we look for the
catalyst that will de�ine the bottom of this downward
trajectory. Within our ETF models, we made the shift
primarily in US large cap growth and in Developed
Europe equities, and in our ESG models through core and
growth-biased large cap equities and broad international
equities. All proceeeds were committed to cash and cash
equivalents for the moment.

Note we did not open by saying “because Russia invaded
Ukraine, we chose to reduce equities”. Geopolitically this
violation of a sovereign nation is tremendously
signi�icant. In economic terms, less so. As we have
discussed in our periodic blogs, Russia’s economy is the
11th largest in the world as measured by nominal GDP,
which seems signi�icant until we realize it is smaller than
Canada’s and 1/10 the size of China’s. Ukraine is 55th.
Where Russia is most consequential in terms of their
economy on the world stage is energy – petroleum and
natural gas. Europe is a net importer of natural gas, a
signi�icant portion but not all of which comes from
Russia. They have been increasing LNG imports from the
US and Qatar, but that is mostly offset by a steady decline
in domestic production.

Natural gas is not the only major piece of the European
energy portfolio, but it is material. Prices have already
been high, and the decision to delay certifying Nord
Stream 2 in response to Russian aggression means little
relief is on the way. Globally, “OPEC+” has been falling

short of targets to increase production post-COVID wind-
down and the Ukraine con�lict will not help climbing
prices for oil either. The West put the framework for a
new sanctions regime in place but that is determining
who takes what share of the economic pain to box out
Russia.

Rising oil prices have similar effects on the economy as
rising interest rates, so we are interested to see how the
Fed digests the changing macroeconomic environment
and the need to be aggressive on policy rates later in the
year. Looking longer term, assuming the priority does not
become preventing total war as Putin tries to reassert the
borders of the former Soviet Union, we see this moment
as a tipping point for Europe to accelerate their transition
to a low-carbon future because it is an undeniable
security imperative for the EU member states.

After further buffering our portfolios from the volatility
whipping the markets, we are looking for more of a
“sideways” trajectory with episodic declines. A more
normal return environment over the last few years would
have put markets a meaningful amount below where we
currently are at this moment in time. We could potentially
see a sharp retreat down to those levels, 10% or more
below where we currently are, or we could see markets
repeat periods of the past where there are very short-
term jags up and down, but the net is directionless
volatility that goes nowhere until the value of the market
catches up to the price of the market. As mentioned
above, we are seeking catalysts that would change the
narrative and put us on track for a more sedate and
historically normal return environment, which would be
our cue to re-engage. With global central banks
tightening, Congress done with stimulus, armed con�lict
on the European frontier, in�lation on the march and
global supply chains still out of sorts even as COVID
recedes, a catalyst, if even present, is obscured.
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Wilde Capital Management, LLC is a registered investment adviser. Information presented is for educational purposes only and
does not intend to make an offer or solicitation for the sale or purchase of any speci�ic securities, investments, or investment
strategies. Investments involve risk and, unless otherwise stated, are not guaranteed. Be sure to �irst consult with a quali�ied
�inancial adviser and/or tax professional before implementing any strategy discussed herein. Past performance is not indicative of
future performance.

It is important to remember that there are risks inherent in any investment and that there is no assurance that any money manager,
fund, asset class, style, index or strategy will provide positive performance over time.

Diversi�ication and strategic asset allocation do not guarantee a pro�it nor protect against a loss in declining markets. All
investments are subject to risk, including the loss of principal.

The information contained herein is based upon the data available as of the date of this document and is subject to change at any
time without notice.

Portfolios that invest in �ixed income securities are subject to several general risks, including interest rate risk, credit risk, the risk
of issuer default, liquidity risk and market risk. These risks can affect a security’s price and yield to varying degrees, depending
upon the nature of the instrument, and may occur from �luctuations in interest rates, a change to an issuer’s individual situation or
industry, or events in the �inancial markets. In general, a bond’s yield is inversely related to its price. Bonds can lose their value as
interest rates rise and an investor can lose principal. If sold prior to maturity, �ixed income securities are subject to gains/losses
based on the level of interest rates, market conditions and the credit quality of the issuer.

Foreign investments are subject to risks not ordinarily associated with domestic investments, such as currency, economic and
political risks, and may follow different accounting standards than domestic investments. Investments in emerging or developing
markets involve exposure to economic structures that are generally less diverse and mature, and to political systems that can be
expected to have less stability than those of more developed countries. These securities may be less liquid and more volatile than
investments in U.S. and longer-established non-U.S. markets.

An investment in small/mid-capitalization companies involves greater risk and price volatility than an investment in securities of
larger capitalization, more established companies. Such securities may have limited marketability and the �irms may have more
limited product lines, markets and �inancial resources than larger, more established companies.

Portfolios that invest in real estate investment trusts (REITs) are subject to many of the risks associated with direct real estate
ownership and, as such, may be adversely affected by declines in real estate values and general and local economic conditions.
Portfolios that invest a signi�icant portion of assets in one sector, issuer, geographical area or industry, or in related industries, may
involve greater risks, including greater potential for volatility, than more diversi�ied portfolios.

Important Disclosures: Exchange-Traded Funds

Exchange-traded funds (ETFs) are investment vehicles that are legally classi�ied as open-end investment companies or unit
investment trusts (UITs) but differ from traditional open-end investment companies or UITs. ETF shares are bought and sold at
market price (not net asset value) and are not individually redeemed from the fund. This can result in the fund trading at a
premium or discount to its net asset value, which will affect an investor’s value. Shares of certain ETFs have no or limited voting
rights. ETFs are subject to risks similar to those of stocks.

ETFs included in portfolios may charge additional fees and expenses in addition to the advisory fee charged for the Selected
Portfolio. These additional fees and expenses are disclosed in the respective fund/note prospectus. For complete details, please
refer to the prospectus.

For additional information regarding advisory fees, please refer to the Fee Summary and/or Fee Detail pages (if included with this
report) and the program sponsor's/each co-sponsor's Form ADV Part 2, Wrap Fee Brochure or other disclosure documents, which
may be obtained through your advisor.

Certain ETFs have elected to be treated as partnerships for federal, state and local income tax purposes. Accordingly, investors in
such ETFs will be taxed as a bene�icial owner of an interest in a partnership. Tax information for such ETFs will be reported to
investors on an IRS schedule K-1. Investors should consult with their tax advisors in determining the tax consequences of any
investment, including the application of state, local or other tax laws and the possible effects of changes in federal or other tax laws.
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