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With all of the market-moving events of  the past few 
years - from the global pandemic to trade wars and 
more - it's understandable that some investors may 
prefer the safety of  cash. After all, a great deal 
of investing is behavioral and requires being 
comfortable with a certain level of  risk. Portfolio 
returns are important but so is being able to sleep well 
at night.

However, for those saving and investing to 
achieve financial goals, shifting a portfolio to cash may 
provide short-term comfort but will most likely 
jeopardize long-term gains. In other words, it simply 
doesn't strike the right balance. Finding this balance, 
while resisting the urge to react to short-term market 
developments, is the biggest challenge all investors face. 
There are three reasons why this is more important 
than ever.

First, cash still generates little to no income and hinders 
portfolio growth. This has been true since the 2008 
financial crisis when interest rates fell to historic lows. 
Nearly 12 years later, rates are still at these levels with 
the federal funds rate back to zero. While this is good 
for borrowers - the average 30-year mortgage rate is 
around 3% - it hurts savers and those who rely on their 
savings for income.

Second, not only are interest rates low, but 
inflation slowly erodes the value of  cash. This means 
that, left unchecked, the purchasing power of  investors' 
hard-earned cash might actually decline each year. This 
has been true even though inflation, at least the way it's 
measured by economists, has been quite low by 
historical standards. But even minimal inflation can 
have a corrosive effect when cash generates 
limited income, acting as a drag on overall portfolios.

Another way to describe this effect is that investors 
often seek safety in all the wrong places. The cash 
balance on a bank statement may feel safe since it is 
stable. However, what matters isn't the dollar amount 
of  cash but what it can purchase. Inflation means that 
the same number of  dollars can purchase fewer goods 
and services each year. Thus, it takes actual portfolio 
growth to keep an investor's purchasing power at par, 
let alone to create real wealth.

Finally, and most importantly, there are better ways to 
manage portfolio risk and increase investor comfort. 
After all, this is usually the reason investors seek a shift 
to cash in the first place: as a market-timing tool in 
response to short-term events. 

Unfortunately, this often backfires. Not only do 
markets have a history of  recovering when investors 
least expect it (the current market environment is a 
prime example), but diversification provides a better 
way to lower risk while maintaining growth. While 
there is simplicity in holding cash, having the right mix 
of  stocks, and bonds can achieve a better ratio of  risk 
and reward over long periods of  time.

Ultimately, cash is an important part of  any portfolio in 
moderation. Having the discipline to save enough in 
the first place is a laudable achievement. Staying 
invested with the right portfolio to grow this wealth 
also requires discipline. This is often why investors 
benefit from having a trusted advisor who can not just 
help to construct these portfolios, but act as a coach 
when times are difficult. On the following pages are 
three charts that put the value of  cash in perspective.

Why Cash May Be Comfortable But Counterproductive
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Twelve years after the global financial crisis, interest rates are still near historic lows. In fact, the federal funds rate is 
back to the zero-lower-bound due to the COVID-19 crisis. Investors who rely on income from their cash savings 
may continue to find it difficult to do so without other assets.

Inflation - even at very low levels - chips away at the purchasing power of cash savings. For most of the past 
decade, inflation has meant that the "real" value of cash has declined each year. Although cash may feel safe, it has 
been anything but in this low-rate environment.
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This notice is issued with and forms an integral part of information supplied in the form of either a printed document or in an audio visual presentation (in either
case “Information”) and should be particularly noted in connection with that Information. This document has been prepared by Hallmark Capital Management,
Inc. (“Hallmark”), an investment advisor registered with the U.S. Securities and Exchange Commission, for informational purposes only and without regard to the
particular needs of any specific recipient. All Information is indicative only and may be amended, superseded or replaced by subsequent summaries and should not
be considered as any advice whatsoever, including without limitation, investment, legal, business, tax or other advice by Hallmark.

Hallmark does not guarantee the accuracy or completeness of the Information which is stated to have been obtained from or is based upon trade and statistical
services or other third party sources. All opinions and estimates are given as of the date hereof and are subject to change without notice. The value of any
investment may fluctuate as a result of market changes. The Information is not intended to predict actual results and no assurances are given with respect
thereto.

The Information is not an invitation or inducement to engage in any investment activity. Strategies or investments of the type described herein involve risk and the
value of such strategies or investments may be volatile. Such risks include, without limitation, risk of adverse or unanticipated market developments, risk of
counterparty or issuer default, risk of adverse events involving any underlying reference obligation or entity, risk of illiquidity and risk of incorrect analysis. This
brief statement does not disclose all the risks and other significant aspects in connection with activities of the type described herein.

A copy of Hallmark’s Form ADV Part 2A is available upon request or can be found on the Internet at www.adviserinfo.sec.gov.
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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.

Rather than simply relying on cash, holding an appropriately-constructed portfolio can often achieve a better 
risk/reward ratio while maintaining growth. The key ingredient is time: investors seeking to achieve their financial 
goals over the long run have historically done well by staying disciplined and holding a mix of assets.

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 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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