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Investing Means Tolerating
Some Risk
The truth must always be recognized

When financial markets have a bad day, week, or
month, discomforting headlines and data can swiftly
communicate a message to retirees and retirement
savers alike: equity investments are risky things, and
Wall Street is a risky place.
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Emergency & Retirement
Funds are necessary!

All true. If you want to accumulate significant retirement
savings or try and grow your wealth through the
opportunities in the markets, this is a reality you cannot
avoid.

Too Much Cash?

Quote of the Month:
“You’ve got to get up every morning
with determination if you’re going to
go to bed with satisfaction”

Regularly, your investments contend with
assorted market risks. They never go away. At times,
they may seem dangerous to your net worth or your
retirement savings, so much so that you think about
getting out of equities entirely.

-George Lorimer

If you are having such thoughts, think about this: in the
big picture, the real danger to your retirement could be being too risk averse.
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Is it possible to hold too much in cash? Yes. Some pre-retirees do. (Even some
retirees, in fact.) They have six-figure savings accounts, built up since the Great
Recession and the last bear market. It is a prudent move. A dollar will always be worth a
dollar in America, and that money is out of the market and backed by deposit insurance.
This is all well and good, but the problem is what that money is earning. Even with
interest rates rising, many high-balance savings accounts are currently yielding less than
0.5% a year. The latest inflation data shows consumer prices advancing 2.3% a year.
That money in the bank is not outrunning inflation, not even close. It will lose
purchasing power over time.1,2

Consider some of the recent yearly advances of the S&P 500. In 2016, it gained
9.54%; in 2017, it gained 19.42%. Those were the price returns; the 2016 and 2017 total
returns (with dividends reinvested) were a respective 11.96% and 21.83%.3,4
Yes, the broad benchmark for U.S. equities has bad years as well. Historically, it has had
about one negative year for every three positive years. Looking through relatively recent
historical windows, the positives have mostly outweighed the negatives for investors.
From 1973-2016, for example, the S&P gained an average of 11.69% per year. (The last
3-year losing streak the S&P had was in 2000-02.)5
Your portfolio may not return as well as the S&P does in a given year, but when equities
rally, your household may see its invested assets grow noticeably. When you bring in
equity investment account factors like compounding and tax deferral, the growth of
those invested assets over decades may dwarf the growth that could result from mere
checking or savings account interest.
At some point, putting too little into investments and too much in the bank may become
a risk – a risk to your retirement savings potential. At today’s interest rates, the money
you are saving may end up growing faster if it is invested in some vehicle offering
potentially greater reward and comparatively greater degrees of risk to tolerate.

Having a big emergency fund is good. You can dip into that liquid pool of cash to
address sudden financial issues that pose risks to your financial equilibrium in the
present.

Having a big retirement fund is even better. When you have one of those, you
may confidently address the biggest financial risk you will ever face: the risk of outliving
your money in the future.
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Important Consumer Disclosure
Steel Peak Wealth Management, LLC (“Steel Peak”) is an SEC registered investment adviser with its principal place of business in Woodland Hills, California.
Steel Peak and its representatives are in compliance with the current registration requirements imposed upon registered investment advisers by those
states in which Steel Peak maintains clients. Steel Peak may only transact business in those states in which it is registered or qualifies for an exemption or
exclusion from registration requirements. This newsletter is limited to the dissemination of general information pertaining to its investment
advisory/management services. Any subsequent, direct communication by Steel Peak with a prospective client shall be conducted by a representative that
is either registered or qualifies for an exemption or exclusion from registration in the state where the prospective client resides. For information pertaining
to the registration status of Steel Peak, please contact Steel Peak or refer to the Investment Adviser Public Disclosure web site (www.adviserinfo.sec.gov).
This newsletter is provided for informational and educational purposes only and contains information that is not suitable for everyone. There is no
guarantee that the views and opinions expressed in this newsletter will come to pass. Additionally, this article contains information derived from third party
sources. Although we believe these third-party sources to be reliable, we make no representations as to the accuracy or completeness of any information
prepared by any unaffiliated third party incorporated herein and take no responsibility therefore. This article should not be regarded as a complete analysis
of the subjects discussed. All information and expressions of opinion reflect the judgment of the authors as of the date of publication and are subject to
change without prior notice.
Steel Peak is not licensed to and does not engage in the practice of rendering legal or tax advice. Any discussion of either is for informational purposes only
and you are strongly encouraged to seek appropriate counsel prior to acting. The information contained herein should not be construed as personalized
financial or investment advice. We are not licensed to and do not engage in the practice of rendering legal or tax advice. Any discussion of either is for
informational purposes only. We strongly encourage our clients to seek appropriate counsel prior to acting.
Steel Peak Wealth Management has selected Charles Schwab & Co., Inc and TD Ameritrade, Inc., as primary custodians for our clients’ accounts. Schwab
Advisor Services and TD Ameritrade Institutional serve independent investment advisory firms like ours which includes the custody, trading and support
services of Charles Schwab & Co., Inc. and TD Ameritrade, Inc. As a registered broker-dealer and a member of the Securities Investor Protection
Corporation (SIPC), Charles Schwab and TD Ameritrade are subject to certain regulations intended to protect assets held in brokerage accounts maintained
at Charles Schwab and TD Ameritrade. Steel Peak is not affiliated with Charles Schwab or TD Ameritrade.
For additional information about Steel Peak, including fees and services, send for our disclosure statement as set forth on Form ADV from Steel Peak using
the contact information herein. Please read the disclosure statement carefully before you invest or send money.
This message contains confidential information and is intended for the recipient. If you are not the intended recipient you are notified that disclosing,
copying, distributing or taking any action in reliance on the contents of this information is strictly prohibited. Email transmission cannot be guaranteed to be
secure or error-free as information could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender therefore does
not accept liability for any errors or omissions in the contents of this message, which arise as a result of any email transmission sent or received. If
verification is required, please request a hard-copy version.
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