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Chris Schildz:
Welcome to the third of three podcasts of Conversations with Commerce Trust, all part of our 2020 Midyear
Update series. We've heard from Director of Investment Strategy Joe Williams and Chief Economist Scott
Colbert. And now we're going to hear from Barbara Turley, our Director of Investment Research on a more
client-centric presentation during the pandemic. Barbara, welcome again.
Barbara Turley:
Thanks Chris. Glad to be here.
Chris Schildz:
Barbara, just really one question today. I know it's going to be an expansive answer for clients though. There is
little doubt that global and U.S. markets will be volatile as we reopen for business. Could you give us some
insight on what we do for investor portfolios in times of market stress, like this period we are experiencing
with the pandemic?
Barbara Turley:
Sure. So, in the decade after the 2008 Great Recession, times in the markets were pretty good. I'm sure we
had some hiccups such as the European debt crisis in 2011. And we had other periods of volatility surrounding
the oil price collapse a few years later, the China slowdown and the Brexit vote to name a few, but overall, it
was a relatively favorable period for the economy and the stock market. And during the good times, we made
it a priority to talk with our clients about the "next" market correction. Now, we didn't know what the next
correction would look like, but we knew there would be a next correction. And the point is that like the
proverbial death and taxes, market volatility can be considered a certainty. And that's okay if you're a longterm investor. With a long time horizon, most investors can weather the ups and downs of the markets.
Now, history shows that the stock market can provide a good long-term return regardless of the market
environment when you initially invest. Even if you had a 100% stock portfolio that invested right before the
2008 financial crisis on October 31st of 2007, and we're talking about the peak of the market here at that
point, and let's say that portfolio continued through the first quarter of this year, which included the worst
effects of the coronavirus recession. So, we're book-ending this hypothetical portfolio at the worst possible
times. Even if you were that unluckiest of investors in terms of your timing, your annualized return over that
time period would have been about six and a half percent annually. Now, most of us aren't going to be that
“unluckiest” investor. So, you can see that the stock market can help increase investor wealth over the long
run despite the hiccups, if you stay the course.
So, one of the things we explore with our clients is their risk tolerance as it relates to market corrections. I
mean, stocks are certainly more volatile than bonds, but they also have higher expected returns. And the work
we do helps our clients understand the mix of stocks and bonds that is right for them given this return-andrisk-trade off, as well as their time horizon and other factors unique to them. And once we implement our

client portfolios, we help to prepare them for the next correction through education about market behavior
and historical market volatility. If our clients are in the appropriate portfolio given their risk tolerance, and
they are aware of the certainty of market hiccups, they can generally stay the course during corrections.
So, what about this correction? This certainly has been an unusual period, one in which investors might've
been tempted to abandon stocks altogether. But in the end, we can look ahead to a day when we will have
good therapeutic treatments and vaccines and be able to live with this virus without the death toll and the
economic impact we've seen over the last few months.
And that perception should help investors understand that the markets are likely to fully recover, and they can
stay the course with their portfolios. And part of our portfolio services is to identify areas of market
opportunity for tactical adjustments. Our focus on growth stocks and domestic companies has provided a
source of additional returns for our clients over the past several quarters. We also recommended some
modest de-risking in client portfolios, as we focused more heavily on larger companies and higher quality
companies in stocks and high quality in bonds. And interestingly, for those clients who meet the government
eligibility requirements and are invested in private equity funds, this market downdraft was so quick that
many private equity fund investors may not feel the pain due to infrequent valuations in private equity funds.
Certainly, the long holding periods of private equity funds forced these investors to hang on to their
allocations.
And I would also like to say a word about diversification. As we all know, some industries unfortunately have
been hit very hard by the economic effects of the coronavirus, while other industries have been boosted by it.
This pandemic has provided a clear proof point on the importance of a diversified portfolio, as virtually no one
was predicting the nature and magnitude of this recession as it approached. And through a highly diversified
portfolio, investors avoid being caught with the potential damage of a concentrated portfolio that just
happened to be invested in the industries most negatively affected by the pandemic. So those are our best
pieces of advice: make sure you have the right asset mix of stocks and bonds before a market correction, stay
diversified, and stay the course. And as we climb out of this recession, we believe investors will be rewarded
for following this advice.
And speaking of climbing out, our listeners can read more about our views on the markets and the economy in
our 2020 Midyear Outlook, aptly titled “Climbing Out,” which is being delivered to our clients and also is
posted on our website at www.commercetrustcompany.com. We want to thank our listeners for your time
and attention, and also let our clients know how much we appreciate the confidence you have in us and the
opportunity to work with you. We are always happy to help you with your questions, so please contact your
portfolio manager if there is anything we can do for you. And please stay healthy and safe.
Chris Schildz:
That was Barbara Turley, Director of Investment Research at Commerce Trust Company. Thank you, Barbara.
Barbara Turley:
Thank you, Chris.
Chris Schildz:
Commerce Trust Company is a division of Commerce Bank. Important material disclosures regarding the
content of this call follow.

Information provided is effective as of today, June 24, 2020, and is presented for the purpose of general
education, information or illustration only, are not a recommendation on any future investment or market
behavior, and is not to be considered the opinion of Commerce Trust Company or Commerce Bank.
The risk of loss from investing in securities and other investments can be substantial. You should consider
whether investments entered into directly by you, or on a discretionary managed basis through Commerce
Trust Company, or elsewhere, are appropriate for you in light of your investment objectives, financial
circumstances, tax status, your tolerance to risk, and your investment experience. In considering whether to
trade or invest, you should inform yourself and be aware of the risks. Generally, non-depository investments
offered in connection with Commerce Bank and its affiliates are not guaranteed, are not FDIC insured, and as
noted earlier, may lose value. Past performance is no guarantee of future results, and the opinions and other
information in the commentary provided as of this date are subject to change. Information provided is
presented for the purpose of general education, information or illustration only, is not a recommendation on
any future investment or market behavior, and is not to be considered the opinion of Commerce Trust
Company or Commerce Bank.
Providing this information which may be of value to you or others shall not detract from an investor's
responsibilities to take all such steps, and make all such inquiries as may be necessary to ensure full
understanding and familiarity with any potential future investment. Neither Commerce nor any of its officers,
employees or agents have made any recommendation or given any advice as to the terms and profitability of
any investment or market activity which may be referenced here. Accordingly, you understand that you are
and shall at all times be fully responsible for any investment transaction you choose to enter into, and that you
shall not have relied only on any of the proceeding or following information from Commerce as a basis for an
investment decision. Please also note that Commerce does not offer tax, legal or specific estate planning
advice. And while we may provide information or express general opinions from time to time, such
information or opinions are not offered as professional tax or legal advice.
If you are in doubt about the risks involved in trading or investment arrangements, or have not understood
any aspect of this risk disclosure statement, you should seek independent professional advice. Markets,
economic forecasts and specific investments can change from time to time based on a variety of individual
interrelated or complex factors. This disclosure statement cannot present all the risks and other significant
aspects of investments, economies, or markets in which you may elect to transact from time to time. You
should therefore carefully study investment arrangements in advance of making decisions about investing.
Diversification does not guarantee a profit or protect against all risk.
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