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The conflict between Israel and Hezbollah has escalated in recent days, raising the risk of a full-
scale war and marking another chapter in Middle East instability. These events are unfolding
against a backdrop of existing global uncertainty, including the war between Russia and Ukraine,
tensions between China and Taiwan, unrest in the South China Sea, disruptions in the Red Sea, and
persistent threats from North Korea and Iran. These events are complex, create tragic
humanitarian crises, and unfortunately have no simple solutions.

The impact of geopolitical risk depends on broader trends
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Without minimizing the real-world impact
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Select events and S&P 500 total returns 3, 6 and 12 months after how they might impact financial markets
and the economy. History shows that while
geopolitical events can lead to market
uncertainty and volatility, their impact on
portfolios tends to be short-lived. Markets
typically calm as situations evolve and
eventually stabilize, leaving broader
business cycle trends as the main drivers
. of performance. Thus, investors should
7 P resist making decisions based on headlines
and instead focus on their long-term

financial goals.
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For long-term investors, geopolitical risk is
unavoidable. Headlines on regional and
global conflicts can be alarming since they involve violence and the loss of life, and are therefore
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unlike the typical flow of business and market news involving earnings, valuations, and mergers
and acquisitions. These events are also difficult to analyze and their outcomes challenging to
predict. This is why, from the perspective of investors, it's always important to separate feelings
and beliefs around politics and global matters from portfolio decisions.

History shows that the impact of regional conflicts on markets often depends more on the overall
economic climate than on the conflicts themselves. This is clearly seen in the accompanying chart
which highlights many of the most impactful geopolitical events over the past few decades. In
many cases, markets recovered within a few days or weeks, when they were affected at all.

When markets did struggle for some time, this was largely due to broader market conditions
including the dot-com bust during which 9/11 occurred, or the rapid Fed rate hikes in 2022 that
coincided with Russia’s invasion of Ukraine. Conversely, most of the conflicts since the 2010s,
including wars in the Middle East, the annexation of Crimea by Russia, and the ongoing nuclear
threats in North Korea and Iran, were against the backdrop of an expansionary economic cycle.
This helped to propel markets forward despite increased uncertainty.

This was also true in the 20th century which experienced strong bull markets despite major global
events such as World War Il, the Vietnam War, wars in the Middle East, and the Cold War which
loomed over much of the second half of the century. This perspective underscores the fact that
making investment decisions solely based on geopolitics is not supported by history.

Oil prices can affect the global economy

When short-term disruptions to global
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The current situation in the Middle East has
led to a slight increase in oil prices, with
: Brent crude rising from $69 per barrel in
early September to around $75 recently.
This increase is relatively modest
compared to previous spikes seen during
other geopolitical crises. In 2022, oil prices
rose to nearly $128 per barrel, propelling the average gasoline price in the U.S. to over $5 per
gallon, before falling once more.

An important difference between today’s environment and that of the past is that the U.S. is now
the largest producer of both oil and gas in the world. Domestic oil production now exceeds 13.3
million barrels per day, more than Saudi Arabia, Russia, and other members of OPEC+. In theory,
greater energy independence is one reason the U.S. may be more insulated from global events
than in the past, although it still depends on imported oil for a variety of reasons.

It's also possible that the macroeconomic environment was far more sensitive to oil prices earlier
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this year when investors and the Fed were trying to determine the path of inflation. In that
environment, month-to-month changes in oil prices could impact inflation figures, which in turn
could affect the path of monetary policy. However, now that inflation has decelerated significantly
and the Fed has begun to cut rates, markets may be less sensitive to short-term fluctuations in oil
prices.

Markets are resilient but investors should always prepare for uncertainty

While investors may feel as if there has
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The number of 5% S&P 500 pullbacks experienced by investors each year year, the truth is that the stock market has
experienced only two 5% or worse
pullbacks so far. These occurred in April
and August due to worries over the Fed
and economic growth. This is well below
E g the historical average and is in the context
of the S&P 500 generating a 20.8% year-

I| ‘ y A “‘ ||‘ | | ‘ to-date total return. This highlights the
g - ; STH AN importance of staying invested and not
I ik IiIIIaIniIII liail I (1 AAIT

Market and Economic Chartbook

nced

Number of Pullbacks Experies

overreacting to headlines, while also being

prepared for periods of market volatility.
When it comes to geopolitics, it’s also
important to remember that while markets
depend on global stability, the rule of law,
and business/consumer confidence, they are primarily driven by broader market and business
cycle trends. So, although regional conflicts can increase the "risk premium" on financial assets
due to increased uncertainty, it's often a mistake to make dramatic shifts in portfolios in response
to geopolitical crises.

The bottom line? While the situation in the Middle East is serious and deserves
attention, investors should maintain perspective when it comes to their portfolios. It’s
important to work with a trusted advisor to construct a portfolio built around long-term
financial plans that can handle periods of uncertainty.
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Intelligent Capitalworks is the tradename for ICW Investment Advisors LLC ("ICWIA"). ICW
Investment Advisors LLC is registered as an investment adviser with the Securities and Exchange
Commission (SEC) and only transacts business in states where it is properly registered, or is
excluded or exempted from registration requirements. SEC registration does not constitute an
endorsement of the firm by the Commission, nor does it indicate that the firm has attained a
particular level of skill or ability.

This publication has been prepared for informational purposes only and is not an offer to buy or sell
or a solicitation of an offer to buy or sell any securities, or to participate in any trading strategy.

ICWIA believes the information presented in this publication is factual and up-to-date, but does not
guarantee its accuracy and you should not regard this publication as a complete and exhaustive
analysis of the subjects discussed herein.

All opinions expressed reflect our judgment as of the date of publication and are subject to change.
You should not construe the content of this publication as being personalized investment advice.
You should engage a professional advisor before pursuing any of the investment ideas or
implementing any of the strategies presented in this publication.

Past performance may not be indicative of future results. All investment strategies have the
potential for profit or loss. Different types of investments involve varying degrees of risk, and there
can be no assurance that any specific investment or strategy will be suitable or profitable for your
portfolio. There can be no assurances that an investment or portfolio will match or outperform any
particular benchmark.

Working with a financial advisor is not a guarantee of future financial success.

Always consult an attorney or tax professional regarding your specific legal or tax situation. ICWIA
does not provide legal, tax, accounting, actuarial, or pension consulting advice or services.

Clearnomics® is the author this material and the legal entity responsible for the production of this
publication.

Copyright (c) 2024 Clearnomics, Inc. All rights reserved. The information contained herein has
been obtained from sources believed to be reliable, but is not necessarily complete and its
accuracy cannot be guaranteed. No representation or warranty, express or implied, is made as to
the fairness, accuracy, completeness, or correctness of the information and opinions contained
herein. The views and the other information provided are subject to change without notice. All
reports posted on or via www.clearnomics.com or any affiliated websites, applications, or services
are issued without regard to the specific investment objectives, financial situation, or particular
needs of any specific recipient and are not to be construed as a solicitation or an offer to buy or sell
any securities or related financial instruments. Past performance is not necessarily a guide to
future results. Company fundamentals and earnings may be mentioned occasionally, but should
not be construed as a recommendation to buy, sell, or hold the company's stock. Predictions,
forecasts, and estimates for any and all markets should not be construed as recommendations to
buy, sell, or hold any security--including mutual funds, futures contracts, and exchange traded
funds, or any similar instruments. The text, images, and other materials contained or displayed in
this report are proprietary to Clearnomics, Inc. and constitute valuable intellectual property. All
unauthorized reproduction or other use of material from Clearnomics, Inc. shall be deemed willful
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infringement(s) of this copyright and other proprietary and intellectual property rights, including
but not limited to, rights of privacy. Clearnomics, Inc. expressly reserves all rights in connection
with its intellectual property, including without limitation the right to block the transfer of its
products and services and/or to track usage thereof, through electronic tracking technology, and
all other lawful means, now known or hereafter devised. Clearnomics, Inc. reserves the right,
without further notice, to pursue to the fullest extent allowed by the law any and all criminal and
civil remedies for the violation of its rights.
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