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Outlook 2021

Part 1: What 2020 Taught All Investors
(January 13, 2021)

Part 2: Looking Ahead to a Robust Recovery and a New Normal
(January 20, 2021)

Part 3: An Inflection Point for Disruptive Technology
(January 27, 2021)
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Outlook 2021 — Part 1

January 13, 2021

What 2020 Taught All Investors

John E. Chapman

Managing Partner — Chief Executive Officer — Chief Investment Strategist
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Lesson # 1

Maintaining an Operational
Plan is Essential

(CCP’s Operational Plan is a Dynamic Economic Thesis)
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Lesson # 1
Maintaining an Operational Plan is Essential

“Plans are worthless, but planning is everything.”

-- President Eisenhower 1957
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Outlook 2020

Expecting a Constructive Year Following a Record 2019

v" We expected the U.S. economy to grow by 2.5% to 3.0% in 2020.

v' We expected the rate of inflation will rise slightly to about 2.5% in 2020.

v' We believed that the potential exists for U.S. equities to gain 8% to 12%.

v" Our specific price targets for the S&P 500 and the DJIA were 3,575 and
31,200, respectively.
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Outlook 2020

Expecting a Constructive Year Following a Record 2019

v" We expected the U.S. economy to grow by 2.5% to 3.0% in 2020.
= U.S. economic growth is expected to finish the year at -2.4%

v" We expected the rate of inflation would rise slightly to about 2.5% in 2020.
= As measured by the U.S. Consumer Prices Index, inflation rose 1.3%

v" We believed that the potential existed for U.S. equities to gain 8% to 12%.
= As measured by the S&P 500, U.S. equities gained 14%

v' Our specific price targets for the S&P 500 and the DJIA were 3,575 and
31,200, respectively.
= The S&P 500 finished the year at 3,732, and the DJIA at 30,409

CCP|CLEARWATER



Lesson # 2

There is a Vital Difference Between
“Shocks” and “Systematic Failures”

(This was the single most important decision point of 2020)
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Lesson # 2

There is a Vital Difference Between “Shocks” and “Systematic Failures”

Shocks:

ANENENENENEN

Often Emerge Suddenly

Transitory in Nature

Destruction Limited to Specific Sub-Systems
Damaging Effects Gradually Die Out
Impossible to Predict

Amplifies pre-existing trends in the economy

Systemic Failures

ANENENENENEN

Often Build-Up Unnoticed Over Long Periods of Time
Interconnected in Nature

Simultaneous Degradation of Complex Primary Systems
Damaging Effects Take Long Periods of Time to Repair
Difficult to Predict

Amplifies pre-existing trends in the economy
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Lesson # 3

Successful Decision Making and
Raw Emotions Are Incompatible

(The urge to “do something” was intense throughout 2020)
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Lesson # 3
Successful Decision Making and Raw Emotions Are Incompatible

Imagine . . .
v'A deadly global pandemic was about to breakout,
v’our economy would collapse by more than 30% in a single quarter,
v'over 22 million U.S. jobs would be lost,
v'a 15-day lockdown to “bend the curve” would turn into 15-months,

v'and the stocks would crash by more than 30% in less than six weeks

What would your urge to “do something” want you to do?
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Lesson # 4

Just When Things Can’t Get
Any Crazier, They Do

(This sums up how most of us will remember 2020)
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Lesson # 4
When Things Can’t Get Any Crazier, They Do
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Outlook 2021
GDP Collapsed as the COVID-19 Pandemic Swept the Country
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Outlook 2021
U.S. Employment Collapsed as the COVID-19 Pandemic Swept the Country
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Outlook 2021
GDP Surged Following the Historic Decline
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Outlook 2021

U.S. Employment Turns Higher Following Historic Declines
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Outlook 2021
U.S. Equities Finish 2020 With Remarkable Gains
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Outlook 2021

Stocks Experienced the Fastest Recovery in History

S&P 500 Index price return

128days 1,426 days

9% —  2000-02

= 2007-09

49.1%

-54.8%

Source: Standard & Poor’s, RIMES, Capital Group
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Lesson#5

Humans Are Not Naturally Wired
For Such Volatility and Stress

(Recognizing biases and limiting their impact is imperative)
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Lesson #5

Humans Are Not Naturally Wired For Such Volatility and Stress

Cognitive biases complicate things:

Confirmation Bias
Loss Aversion Bias
Hindsight Bias
Information Bias

Self-Attribution Bias

Attentional Bias
Recency Bias
Anxiety Effect
Restraint Bias

Familiarity Bias

Anchoring Bias

The Dunning—Kruger Effect

Framing Effect

Bandwagon Effect (FOMO)

Past Performance Bias
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Lesson # 6

Long Established Investment
Principles and Disciplines Matter

(Successful investing has many enduring determinants)
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Lesson # 6
Long Established Investment Principles and Disciplines Matter

v'Markets Can Move Faster Than Our Ability to React — Slow Things Down
v'Volatility is part of investing

v'Market Timing Requires Sequential Precision

v'Discipline drives successful outcomes over time

v'The economy is not the market, and the market is not the economy

v'Risk tolerance is not a theoretical construct
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Lesson # 6
Long Established Investment Principles and Disciplines Matter

INFORMATION
DISCOVERY ANALYSIS

KNOWLEDGE
EXECUTION

COMMITMENT
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Lesson#7

Difficult Times Uncover The Truth

“Adversity does not build character, it reveals it”
-- James Lane Allen
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Lesson #7
Difficult Times Uncover The Truth

v'We are all more capable of much more than we know.

v'Everyone is fighting a battle you know nothing about, be kind.
v'Being alone is not the same as being lonely.

v'"When times are tough, all of us need something to look forward to.

v'The money you save today will save you tomorrow.
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Lesson #7
Difficult Times Uncover The Truth

v'We are all more capable of much more than we know.

v'Everyone is fighting a battle you know nothing about, be kind.
v'Being alone is not the same as being lonely.

v'"When times are tough, all of us need something to look forward to.
v'The money you save today will save you tomorrow.

v'Hoarding toilet paper will not protect you from a pandemic.

CCP|CLEARWATER



Lesson # 8

What Got Us Here,
Won’t Get Us There

(This is by far the most important lesson form 2020)
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Lesson # 8
What Got Us Here, Won’t Get Us There

Innovative companies are challenging traditional players as adoption rates for
disruptive technologies have accelerated.

E-Commerce
Artificial Intelligence
Precision Medicine and Biosciences
5G and The Internet of Things
The WFH Phenomenon
Human Augmentation

Distance Learning

More than half of the companies in S&P 500 are directly in the cross hairs of
“creative destruction” and at significant risk of being disintermediated.
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Disruptive Innovation
The Non-Linear S-Curve of Growth and Disruption

New
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Participant Q&A




Outlook 2021

Part 1: What 2020 Taught All Investors
(January 13, 2021)

Part 2: Looking Ahead to a Robust Recovery and a New Normal
(January 20, 2021)

Part 3: An Inflection Point for Disruptive Technology
(January 27, 2021)
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Thank You

If you are not currently a client of Clearwater Capital Partners
and would like to continue the dialog, please give us a call. We
welcome the opportunity to explore how we might add value
to your wealth management strategies.

(847) 841-8650

www.ccpwealth.com
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Disclosures

Opinions and estimates offered constitute our judgment and are subject to change without notice, as are
statements of financial market trends, which are based on current market conditions.

We believe the information provided here is reliable, but do not warrant its accuracy or completeness.

This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument.
The views and strategies described may not be suitable for all investors.

This material has been prepared for informational purposes only and is not intended to provide, and should
not be relied on for, accounting, legal or tax advice.

References to future returns are not promises or even estimates of actual returns a client portfolio may
achieve.

The S&P 500 is a registered trademark of the McGraw-Hill Companies

Any forecasts contained herein are for illustrative purposes only and are not to be relied upon as advice or
interpreted as a recommendation.

Investing involves risk. Please consult your investment advisor prior to investing money.
Investment advice offered through Clearwater Capital Partners, a Registered Investment Advisor.
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