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Why Predictions Matter Less Than Portfolio Construction

Every sharp market move tempts even the most disciplined investor with the same thought: if I can
just get the forecast right, | can protect my portfolio, or better yeta??profit.

Are oil prices coming down? Will artificial intelligence drive productivitya??or displace workers? Are
geopolitical risks likely to derail markets?

These are fair questions for investors. But the real challenge isna??t predicting which headline will
matter most next; itd??s recognizing that the range of possible outcomes is widening and then
building portfolios that can withstand many potential futures, not just one.

The Problem with Prediction

Markets dona??t move in straight lines. Looking backward, ita??s easy to connect the dots and
convince yourself that recent outcomes were inevitable. But the last three years of strong market
returns represent just one path among many that could have occurred. The next five, 10, or 20 years
may offer even more possible paths, especially as technological change accelerates and the
complexities facing global economies rise.

This creates what investors often mistake as risk, but it more closely reflects uncertainty. In both
cases, outcomes are unknown. However, risk allows for the probability of potential outcomes to be
estimated, whereas uncertainty does not. When uncertainty rises, forecasts become less reliable, and
confidence in a single market narrative can be costly.

Prepare, Dona??t Predict

Rather than trying to outguess the market, CAPTRUST&a??s approach emphasizes preparation over
prediction. That means acknowledging extremesa??both optimistic and pessimistica??and building
portfolios designed to function across them.
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On one end of the spectrum lies a future where productivity gains from Al help offset demographic
challenges and massive global debt, delivering growth without inflation. On the other end sits a more
pessimistic scenario, where job displacement and rising geopolitical tensions stall growth and unsettle
markets. The distance between these outcomes is vast, which makes positioning for any single one a
gamble.

What investors can do is choose how their portfolios are constructed.

For example, imagine an investor puts $1,000 into a portfolio concentrated entirely in
NASDAQA&??100 stocksa??essentially a bet on large, innovation-driven companies. If the optimistic
scenario materializes and technologies like Al meaningfully transform productivity and grow earnings,
that $1,000 could grow to $5,000 over a few years. But the opposite outcome is also possible: if the
heavy investment in Al fails to deliver on lofty expectations, that same $1,000 could fall to $300. The
portfoliod??s range of outcomes is just as wide as the set of circumstances.

By contrast, a broadly diversified mix of stocks, high-quality bonds, and other asset classes tends to
produce more balanced results. In the positive scenario, the same $1,000 might grow to $2,000. This
outcome is less dramatic, but still a solid return most investors would welcome. In the more
challenging scenario, instead of severe losses, the portfolio might still rise modestly to $1,200, as
diversification and bond exposure help cushion volatility. The trade-off is straightforward: concentrated
portfolios offer higher potential upside, but at the cost of much greater potential downside, while
diversified portfolios seek to preserve more consistent progress over time.

Diversification as Scenario Preparation

True diversification isna??t about owning more investments; ita??s about owning exposure to different
economic drivers. Over the past decade, portfolio returns have increasingly been driven by a narrow
set of forces, particularly the largest U.S. technology companies. That concentration delivered strong
results, but it also left portfolios more vulnerable as leadership began to shift.

A late-2025 market rotation highlighted why diversification matters. As parts of the technology sector
came under pressure from rising capital expenditures and stretched valuations, capital moved into
more cyclical sectors such as energy, infrastructure, and industrials, where valuations were more
attractive. These shifts werena??t triggered by a single forecast coming true, but by markets
constantly reassessing a broad set of possibilities.

A thoughtfully diversified portfolio is better positioned to adapt when leadership changes, without
requiring wholesale reinvention every time sentiment shifts. At the same time, diversification does not
mean standing still. Effective investors make incremental adjustments as new information emerges,
evolving the portfolio at the margin while maintaining broad exposure to multiple scenarios.

Liquidity as a Stabilizer
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Another structural consideration is liquidity 4?? the share of a portfolio that can be converted to cash
quickly, without selling at a discount. In periods of uncertainty, liquidity creates optionality. It helps
investors avoid being forced sellers during temporary market declines and preserves flexibility when
opportunities emerge. Liquidity buys time to let the market heal itself.

For individuals, this means holding enough in cash and stable assets that short-term needs dona??t
force a sale of long-term holdings at the wrong time.

For employers and nonprofit leaders, the principle extends beyond investments to casha??flow
planning and spending policies. Sound planning and portfolio structure reduces the pressure to react
at exactly the wrong moment.

Accepting Tradea??Offs

Preparing for multiple futures isna??t about maximizing returns in a single scenario. A portfolio
designed to handle uncertainty may not be optimized for any one outcomeéa??but that balance is
intentional.

The goal isna??t to win one specific bet. 1ta??s to increase the probability of longa??term success
while reducing the risk of permanent loss.

Structure Outlasts Certainty

Forecasts and predictions will always be part of investing. They help frame conversations and test
assumptions. But as uncertainty grows, their usefulness declines. What endures is portfolio
construction: how assets work together, how risks are balanced, and how flexibility is preserved.

In a world where the future may arrive fastera??and look differenta??than expected, getting the
structure right may matter more than being right about the prediction.

Resource by the CAPTRUST Investment Committee.

This content is provided for educational purposes only, and does not constitute an offer, solicitation, or
recommendation to sell or an offer to buy securities, investment products, or investment advisory
services. Data contained herein from third-party providers is obtained from what are considered
reliable sources. However, its accuracy, completeness, or reliability cannot be guaranteed. Nothing
contained herein constitutes financial, legal, tax, or other advice. Consult your tax and legal
professional for details on your situation.

Content does not represent any actual client or client data.Diversification and asset allocation do not
ensure a profit or guarantee against loss. Investing involves risk, including possible loss of principal.

Page 3 June 23, 2026



CAPTRUST

Legal Notice

This material is intended to be informational only and does not constitute legal, accounting, or tax
advice. Please consult the appropriate legal, accounting, or tax advisor if you require such advice.
The opinions expressed in this report are subject to change without notice. This material has been
prepared or is distributed solely for informational purposes. It may not apply to all investors or all
situations and is not a solicitation or an offer to buy any security or instrument or to participate in any
trading strategy. The information and statistics in this report are from sources believed to be reliable
but are not guaranteed by CAPTRUST Financial Advisors to be accurate or complete. All publication
rights reserved. None of the material in this publication may be reproduced in any form without the
express written permission of CAPTRUST: 919.870.6822.
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