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On last week’s Behind the Markets podcast episode, we spoke with Peter Mallouk, CEO of Creative Planning, about how
his firm has navigated the current pandemic and where he sees both the financial markets and the advisory business
going forward. We also discussed the tremendous and generous support Creative Planning is providing to its community
during this extraordinary time.

Mallouk wrote a book called The 5 Mistakes Every Investor Makes and How to Avoid Them. Unfortunately, Mallouk sees
investors making textbook mistakes again in March as they panic at market bottoms and lower their equity exposure,
resulting in record outflows from equities throughout the industry.

Another common mistake is gambling on very small stocks. One example that is popular in social media today are the
‘Robinhood traders’ buying bankrupt companies. Mallouk sees these same bear market behaviors over and over, much
like how every horror movie starts and ends the same way.

Be Thrilled with Market Volatility

Creative Planning counsels that without the market volatility we’ve experienced this year, so much money would pile into
stocks that the higher returns they typically offer over less volatile assets would not be available. This is what creates the
equity premium that investors should embrace.

A Lasting Legacy of this Crisis: Low Bond Yields

Every bear market leaves a legacy that influences market dynamics for a long time. Mallouk expects low bond yields and
low expected returns for bonds will be that factor today.

While historically many investors were able to achieve long-term objectives with 50/50 stock and bond mixes, or even
60/40 portfolio allocations, Mallouk thinks those now expecting 7%–8% returns with a 70/30 stock/bond allocation will
be disappointed. Those returns no longer appear achievable.

There is a now a widening gap between the expected returns of stocks and bonds, and this will be a key asset allocation
challenge looking ahead.

Creative Planning emphasizes high-quality bonds and sees less motivation to go out into the credit spectrum for
additional yield.

Strategies for Today and the Long Run

Mallouk’s team employs a disciplined rebalance strategy that adds to exposures in sectors and size cuts that have been
the most beaten down. He sees such an opportunity today in small caps, which often lead the markets during recoveries.
While technology appears invincible today after such strong performance, Mallouk warns these issues appear that way,
until they aren’t.

Giving Back to the Community

In order to best take care of their clients, Creative Planning told all their employees their employment and salaries were
guaranteed in the current pandemic situation, whether it takes five months or five years. The firm is also providing ways
to help their employees de-stress.

Kansas City was one of first cities to shutdown public schools, and Creative Planning donated $1 million to provide one
million meals for school children now being virtually educated from home.

Mallouk indicated that Creative Planning further donated $12 million to help some of the greatest challenges our society
is facing today—which is education, mentorship, and scholarships that help people get good jobs. Its donation will help
with basic security, food, and shelter as well as further job training and scholarships. Creative Planning is currently paying
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for education for 121 students and giving each of them a mentor to help them through college.

While there is much political debate on how to solve these challenges, Mallouk emphasizes there is no debate on how
we can all work on solutions to break the inequality cycle.

The groups that Creative is working with are Feeding America and Give Something Back. They also continue to work on
a financial literacy initiative.

This was a great conversation with one of the leading independent wealth management firms that clearly has even larger
aspirations. You can listen to the full conversation below.
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For standardized performance and the most recent month-end performance click here NOTE, this material is intended
for electronic use only. Individuals who intend to print and physically deliver to an investor must print the monthly
performance report to accompany this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click here to obtain a WisdomTree ETF prospectus which contains investment objectives,
risks, charges, expenses, and other information; read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign investing involves currency, political
and economic risk. Funds focusing on a single country, sector and/or funds that emphasize investments in smaller
companies may experience greater price volatility. Investments in emerging markets, currency, fixed income and
alternative investments include additional risks. Please see prospectus for discussion of risks.

 

Past performance is not indicative of future results. This material contains the opinions of the author, which are subject to
change, and should not to be considered or interpreted as a recommendation to participate in any particular trading
strategy, or deemed to be an offer or sale of any investment product and it should not be relied on as such. There is no
guarantee that any strategies discussed will work under all market conditions. This material represents an assessment of
the market environment at a specific time and is not intended to be a forecast of future events or a guarantee of future
results. This material should not be relied upon as research or investment advice regarding any security in particular. The
user of this information assumes the entire risk of any use made of the information provided herein. Neither WisdomTree
nor its affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal advice. Investors seeking tax or legal
advice should consult their tax or legal advisor. Unless expressly stated otherwise the opinions, interpretations or findings
expressed herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form and
may not be used as a basis for or component of any financial instruments or products or indexes. None of the MSCI
information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind
of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an
indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on
an “as is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of
its affiliates and each entity involved in compiling, computing or creating any MSCI information (collectively, the “MSCI
Parties”) expressly disclaims all warranties. With respect to this information, in no event shall any MSCI Party have any
liability for any direct, indirect, special, incidental, punitive, consequential (including loss profits) or any other damages (
www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom, Tripp Zimmerman, Michael
Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel,
Ryan Krystopowicz, Jianing Wu, and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Bear market  : A sustained downturn in market prices, increasing the chances of negative portfolio returns.

Volatility  : A measure of the dispersion of actual returns around a particular average level.&nbsp.

Yield  : The income return on an investment. Refers to the interest or dividends received from a security that is typically
expressed annually as a percentage of the market or face value.

Quality  : Characterized by higher efficiency and profitability. Typical measures include earnings, return on equity, return
on assets, operating profitability as well as others. This term is also related to the Quality Factor, which associates these
stock characteristics with excess returns vs the market over tim.

Credit  : A contractual agreement in which a borrower receives something of value now and agrees to repay the lender at
some date in the future.

Small caps  : new or relatively young companies that typically have a market capitalization between $200 million to $2
billion.
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