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e Areliable inverse correlation seems to have developed since the launch of the U.S.-Israeli war with
Iran, whereby the direction of global equity markets moves in the opposite direction of the volume
of deadly projectiles launching outward from Iran.

e From an investment perspective, we believe financial markets may continue to struggle whenever
Iran demonstrates an ability to launch missiles and drones in large numbers, and vice versa if this
capability appears degraded.

e We suspect the Wall Street Journal put its finger on the key thing to watch in this war with a piece
published on March 3™, where the author describes the “missile math” between the stockpile of
offensive munitions available to Iran, versus the inventory of defensive interceptor missiles
available to the U.S., Israel, and surrounding Gulf states.!

e The initial 48 hours of the conflict revealed an Iranian regime with sufficient access to missiles and
drones, along with the launch systems and command-and-control hierarchy needed to deploy
them at a troublingly high volume.

e However, the pace of Iran’s missile and drone launches diminished materially over the course of
March 2" and 3,2 suggesting potential progress in the U.S.-Israeli effort to destroy Iran’s launch
systems and weapons stockpiles through its ongoing air campaign.

e For investors trying to decide what to do, there are countless examples throughout history when
financial markets have overreacted to geopolitical events.

¢ Indeed, there is a common adage among market observers along the lines of, “When bullets fly
it’s time to buy.”?

e We note with humility that reducing risk during moments of uncertainty carries its own risk for
investors because frightening geopolitical developments have a way of turning decisively for the
better shortly after you finish positioning your portfolio for the opposite.

e That said, we do not believe investors should take it for granted that the U.S. and Gulf states can
defend their critical military and energy infrastructure for “as long as it takes” to outlast Iran’s
capacity to inflict damage.

e We note with alarm that less than one year ago numerous sources reported the U.S. and Israel
consumed an uncomfortably high percentage of their top-of-the-line air defense munitions in less
than two weeks during the 12-day war with Iran last June.*

e With this framing in mind, we have developed a game plan for reducing risk incrementally in each
of our equity investment strategies if events in the Middle East seem to justify it at any point.

e We also have well-developed ideas on the buy side in preparation for opportunities that might
emerge in the days and weeks ahead.

e We entered this year expecting substantial equity market rotations, we have already taken several
risk-management steps inside the strategies, and seek to continue to managing risk accordingly.

1Source: Wall Street Journal; https://www.wsj.com/world/gulf-states-in-race-against-time-to-repel-irans-counterattack-
96c16802?mod=WSJ _home_mediumtopper _pos 4

2 Source: criticalthreats.org; ACLED

3 Source: Morningstar

4 Source: New York Times; JINSA; Al Jazeera; Doomberg
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e Our risk management also rises to the portfolio level, with the Managed Equity Dividend strategy
benefiting particularly from recent equity market rotations, while the Dynamic Allocation and
Tactical Global strategies have also been well positioned.

e We believe nothing in the Iran conflict negates the historic innovations developing in the global
economy, and we continue to look for opportunities to participate in these innovations through
our investment strategies.
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