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Historical Returns Tell A Different Story Than Recent Record Highs
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Returns are annualized. The inflation adjustment for real returns is headline CPI. The returns for the

S&P 500 are total returns including dividends. Total returns based on the S&P 500 Total Return Index.

The S&P 500 was up 33% in 2019 and is up over 50% since March 2020.
It continues to push all-time highs. The Dow Jones Industrial Average
and other equity indices are also breaking records while showcasing
similarly eye-popping performance over the same timeframe. While
welcomed by many long-term investors, these returns may be viewed
with cautious skepticism considering the severe economic ramifications
of the ongoing pandemic and a worry that the market’s strength in
recent years will come to an end.

The impressive returns in 2020 come on the heels of the longest bull
market in history, lasting more than 11 years. This was also the second
strongest bull market, returning over 400%. For some, the coronavirus-
induced bear market was suspiciously short. It began on February 19,
2020, and ended on March 23, 2020, making it the shortest bear market
in history. Understandably, some investors are dubious of the whipsaw
price movement and concerned about overinflated valuations of
domestic equities.

As a refresher, a bull market is a situation in which stock prices rise by
20%, usually after a drop of 20% and before a second 20% decline. A
bear market is a condition in which securities prices fall 20% or more
from recent highs.

In light of this, it will behoove
investors to keep in mind a longer
historical perspective or risk falling
victim to the downside of heuristics,
mental shortcuts, or rules of thumb
that simplify decisions. Human beings
make hundreds of fast and frugal
choices with little information under
uncertain circumstances every day.
How should | dress? What should |
eat? Where should | park? Heuristics
enable us to do this, and they set our
species apart. However, they can also
lead to cognitive biases, which lead to
poor decision-making. Recency bias

is a cognitive bias that favors recent
events over historic ones.

With this in mind, let’s look at 20-year
rolling returns for the S&P 500. Since
the end of WWII, 20-year rolling returns
peaked in March of 1962 and March of
2000, with real returns (after inflation)
of 13.5% and 13.9%, respectively.
Meanwhile, returns bottomed in
February of 1982 and March of 2020,
with real returns of 0.6% and 2.6%,
respectively. Even after roaring returns
since March, the 20-year rolling returns
stand at a muted 5.2%.

While returns over the past decade
have been generous, they’ve been
mediocre at best over the past two
decades. And when taking a longer
historical perspective, it is evident
that we’re a far cry from past peaks.
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DISCLOSURES

These comments were prepared by the staff of JAG Capital
Management, LLC, an SEC registered investment advisor. The
information herein was obtained from various sources believed
to be reliable; however, we do not guarantee its accuracy or
completeness. The information in this report is given as of

the date indicated. We assume no obligation to update this
information, or to advise on further developments relating

to securities discussed in this report. Opinions expressed are
those of the advisor listed above as of the date of this report
and are subject to change without notice. Opinions of individual
representatives may not be those of the Firm. Additional
information is available upon request.

The information contained in this document is prepared for
general circulation and is circulated for general information
only. It does not address specific investment objectives,

or the financial situation and the particular needs of any
recipient. Investors should not attempt to make investment
decisions solely based on the information contained in this
communication as it does not offer enough information to
make such decisions and may not be suitable for your personal
financial circumstances. You should consult with your financial
professional prior to making such decisions.

For institutional investors: J.A. Glynn Investments, LLC, and

JAG Capital Management, LLC, both have a reasonable basis

to believe that you are capable of evaluating investment risks
independently, both in general and with regard to particular
transactions or strategies. For institutions who disagree with this
statement, please contact us immediately.

Market Index performance statistics are provided by Advent Axys
via benchmark data from FT Interactive Data and are presented
for the time frame noted. Individuals cannot invest directly in

an index. PAST PERFORMANCE SHOULD NOT BE CONSIDERED
INDICATIVE OF FUTURE PERFORMANCE. ANY INVESTMENT
CONTAINS RISK INCLUDING THE RISK OF TOTAL LOSS.

This document does not constitute an offer, or an invitation to
make an offer, to buy or sell any securities discussed herein. J.A.
Glynn & Co., JAG Capital Management, LLC, and its affiliates,
directors, officers, employees, employee benefit programs and

discretionary client accounts may have a position in any securities
listed herein.
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