STEWARD ...

What is Liquidity?

re your investments liquid or

illiquid? When a holding is liquid, it

simply means you can sell it anytime
the market in which it trades is open for business,
without losing your proverbial shirt in the
exchange. If it’s illiquid, you cannot sell it, at
least not for anything near what it's worth.

Degrees of Liquidity

(ash and cash equivalents (such as checking or
savings accounts) are the most liquid assets of
all. All day, every day, you can almost always find
somebody who will gladly give you something
relatively worthwhile in exchange for your cash.

At the other end of the spectrum, some
investments are highly illiquid, which means
your ability to trade in and out of them whenever
you please is strictly limited.

For example, many hedge funds and similar closely
held vehicles may routinely impose lockup periods,
during which you are prohibited from selling

your investment. You may be prohibited from
withdrawing any of your money until you've owned
the holding for at least a year, plus your ability to
withdraw funds after that may be limited to specific
windows of opportunity such as once per quarter or
twice per year.

Also, normally liquid investments can become
illiquid under duress. As Ben Carlson observed on
his Wealth of Common Sense blog, the following
adage applies so well, it's become a bit cliché:
“Liquidity is like oxygen. You don't notice that
you need it until it’s not there.”

To cite an extreme example, during the
September 11th 2001 attacks, the New York Stock
Exchange and NASDAQ markets did not open

for business that Tuesday; they remained closed

until the following Monday. During that time,
investors could not trade on either exchange,
effectively rendering most of their investment
portfolio illiquid for those four days.

Individual securities or sectors can also shift
dramatically from liquid to illiquid, especially if
investor panic sets in. An example is when the
bottom dropped out on the Collateralized Debt
Obligation (CDO) market in 2007, contributing
to the subsequent global financial crisis.

Finding Middle Ground

Between these extremes of highly liquid/
illiquid holdings, you'll find most of the
investments that are most familiar to you.
Mutual funds; exchange-traded funds (ETFs);
stocks and bonds; and similar publicly held,
exchange-traded securities are typically
relatively liquid. They don't flow in and out
of your accounts as freely as cash, but even in
turbulent markets you can usually sell them
in a same-day transaction. (Mutual funds
trade once daily at the end of the trading day.
Individual securities and ETFs trade at prices
that fluctuate throughout the day.)

It's also worth noting, some investments can be
more or less liquid or illiquid, depending on how
you hold them. Real estate is a prime example.

If you own a piece of property directly,

it’s relatively illiquid. Even in a stable market,
it can take days, weeks, or months to sell
your property once you're ready to do so.

 Anon-traded Real Estate Investment
Trust (REIT) may be at least as challenging
to unload whenever you please. Typically,
the non-traded REIT's board — not you — will
decide when and how trading is permitted.

« Apublicly traded REIT mutual fund or
ETF is usually as liquid as any other mutual
fund or ETF. Even though the fund’s
underlying holdings may be relatively
illiquid, you can usually sell your shares
in that fund whenever public markets are
open for business.

Liquidity: Part of the Plan

Bottom line, cash (and cash equivalents) is the
closest you come to having a completely liquid
asset. This means it's important to have plenty
of it on hand to cover near-term spending
needs. We recommend budgeting for expected
expenses as well as the inevitable surprises.

That said, cash will only take you so far. It's
highly likely to lose rather than gain worth over
time, as inflation eats away its spending power.

As such, a degree of illiquidity—or the inability
to convert an investment back into cash
whenever you please—is essential to building
wealth. It's the stuff from which investment
returns are made.

We suggest managing liquidity as one
consideration among many, achieving a balance
that’s right for you. Maintain enough liquidity
to ensure you're never forced to sell a less-liquid
investment just to get at the cash. Accepta
degree of illiquidity in your soundly structured
portfolio, to judiciously seek premium market
returns over the long-term. Understand when
illiquidity is essential to pursuing higher
returns, versus when you're just taking on extra
risk, without much else to show for it.

Until next time, no regrets!

President and CFO
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Headlines

- We had a wonderful time at the Allodium
Investment Forum on January 23, 2020. We
discussed the question “Is Your Brain Wired to
be a Good Investor?” Allodium team members
participated in a round table panel.

« Congratulations go to Kari Cedergren for recently
earning the Certified Divorce Financial Analyst
designation (CDFA").

« Allodium was pleased to welcome one new client
into the firm during the fourth quarter of 2019.

« Our office will be closed April 10 and May 25 for
company holidays.

Note: To find out more about Allodium’s
breaking news, please visit our website:
www.allodium.com.

In the short run, the market is
a voting machine. In the long
run, it is a weighing machine.

Benjamin Graham

To optimize our objectivity and avoid conflicts of interest,
we are a fee-only registered investment advisor that is
completely independent from banks, brokerage firms
and other financial product providers. If you know
someone who may be looking for this type of objective
investment advice, please contact Dave Bromelkamp
at 612-230-3702 or dbromelkamp@allodium.com to
arrange a friendly, no-obligation introduction.

Steward is published quarterly by Allodium Investment
Consultants. Please contact llona Avraamides at 612-
230-3711 or iavraamides@allodium.com if you have
any comments about this publication or wish to be
added to or removed from our mailing list.
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NEW EMPLOYEE SPOTLIGHT:
Derek Van Calligan

Role at Allodium: Investment Consultant
Joined firm on: December 2, 2019
Hometown: Sheboygan, Wisconsin

Favorite movie: The Revenant

Favorite book: Killing Lincoln by Bill 0'Reilly
Favorite TV show: The Office

Favorite food(s): Seafood, any kind of seafood
Favorite news source: CNBC

Favorite place in Twin Cities: Smack Shack
Favorite gadget/technology: My Apple watch
Favorite activity: Anything outdoors (hiking, fishing, hunting, downhill skiing)
Favorite music: Country

Person | admire most: My grandfathers. Both of them took risks to start their own
businesses and now they are financially secure in retirement.

What I'm most thankful for: My family and friends. My friends, and in particular my
girlfriend, made my move up here to the Twin Cities from Denver as stress free as possible.

Recent and Upcoming Events
February 27, 2020 and beyond...

David Bromelkamp will be speaking at a live national webinar which will be presented
by Lorman Education Services. The course is eligible for continuing education credits for
accounting and legal professionals beginning on February 27, 2020. The presentation
may also be helpful for trustees or board members for nonprofit organizations. Let us
know if you are interested in signing up.

April 22,2020

Join us for our 2020 Spring Wealth Management Workshop. The topic will be organizing
your finances and life. We will cover strategies for simplifying and decluttering. More
details will be coming soon.

For more information about these events, please contact llona Avraamides at (612) 230-
3711 or iavraamides@allodium.com.

Allodium Investment Consultants, LLC (“Allodium”) is an SEC registered investment adviser with its principal place of business in the state of
Minnesota. This newsletter is limited to the dissemination of general information pertaining to its investment advisory/management services and is
not intended to provide investment, tax, legal or other advice. While taken from sources deemed to be accurate, the information contained herein is
subject to change, and Allodium makes no representations about its accuracy, completeness or appropriateness for any given situation and disclaims
any liability arising from use of or reliance on this information. Client satisfaction results and recognition by publications should not be construed as a
guarantee of certain results when Allodium is engaged for investment advisory services, nor should it be construed as a current or past endorsement
for Allodium by any of its clients. For additional information about Allodium, including fees and services, please request our disclosure statement as
set forth on Form ADV using the contact information herein. Please read the disclosure statement carefully before you invest.
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