WEALTH MANAGEMENT SERIES

The Most Overlooked Wealth Strategy:

LIQUIDITY

in Wealth Management

Why capital accessibility is as critical as capital allocation




01 The Most Overlooked Wealth Strategy

Why liquidity is never questioned — until it's too late
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Liquidity is rarely questioned during
portfolio construction — until capital
access becomes constrained.

Most portfolios are designed around returns and allocation, with
an implicit assumption that liquidity will be available when
required.

In reality, liquidity is not constant.
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Returns vs. Accessibility

Portfolio construction optimises for returns and diversification —
but rarely stress-tests how accessible capital will be when markets
dislocate.

The lllusion of Liquidity

In stable conditions, assets appear tradable. Exits seem
straightforward. This creates a false sense of security that
evaporates under stress.

Constraint-Driven Decisions

When liquidity tightens, decisions are no longer driven by strategy
— they are driven by constraint. Investors sell what they can, not
what they should.



Understanding
Liquidity

The foundation of financial resilience and
strategic wealth management.

of HNW investors cite liquidity
as top portfolio priority

DEFINITION

Liquidity is the ability to quickly convert assets into cash without significant
loss of value — the bedrock of financial flexibility.

Cash & Equivalents

Most liquid assets: cash, T-bills, money market funds

| Marketable Securities

Stocks and bonds — liquid but subject to market timing

E llliquid Assets
Real estate, PE funds — valuable but slow to convert




Stable Markets vs. Stress Periods

The liquidity trap — how orderly portfolios become structurally illiquid

STABLE CONDITIONS UNDER STRESS

Assets appear tradable

Bid-ask spreads are tight; exits are fast and predictable.

Diversification looks robust

Correlation between asset classes remains low and manageable.

Capital is accessible

Credit facilities are open; margin is available at low cost.

Assumptions hold

Liquidity feels like a default feature, not a managed variable.

Spreads widen rapidly

Execution costs surge; what looked liquid becomes expensive to
exit.

Correlations converge

Assets that 'diversified' the portfolio fall in unison during a sell-
off.

Credit facilities close

Banks pull credit lines precisely when liquidity is most needed.

Strategy yields to constraint

Investors sell what they can, not what they should — destroying
allocation logic.




04 Liquidity is an Active Layer of Risk Management

Not a passive attribute — a structural decision that determines resilience

A portfolio can appear well diversified and still be structurally illiquid. When that happens, decisions
are no longer driven by strategy — but by constraint.

Capital Access Without Disruption

True liquidity management ensures capital can be
accessed when needed without forcing the
unwinding of long-term strategic positions

prematurely.
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Opportunity Readiness
L]
Crises create buying opportunities. Only investors

who maintained liquidity buffers could act on
deeply discounted assets in 2008 and 2020.

I e
R/

Returns vs. Moments
]
Returns are built over cycles. Liquidity is tested in

moments. Portfolios that ignore this distinction
perform in calm — and fail in storms.



O5 Why Liquidity Becomes Critical During a Crisis

The difference between survival and catastrophic loss

2008 Financial Crisis COVID-19 Crash (2020)

-57% 33 days

S&P 500 peak-to-trough. Liquid investors bought assets at historic lows Fastest bear market in history. Cash reserves were the single biggest
while others were forced to sell. determinant of portfolio survival.

Forced Liquidation Risk MarginCallCascade

Illiquid investors sell at distressed prices — often 3—-5x worse than fair value Margin calls during crises trigger cascading sell-offs, systematically
under normal conditions. destroying portfolio value across the market.



Liquidity Strategies for Wealth Management

Liquidity
Bucketing

Divide portfolio into short (0-2 yr),
medium (2-5 yr), and long-term
(5+ yr) buckets.

Emergency
Reserves

Maintain 6—12 months of
expenses in highly liquid, low-risk
instruments.

Asset
Diversification

Balance illiquid high-yield assets
(PE, real estate) with liquid
equities and bonds.

Credit
Facilities

Pre-arrange credit lines and
pledged-asset loans to access
funds without forced sales.
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Key Takeaways

The liquidity imperative in modern wealth management
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Liquidity = Freedom

Liquid portfolios let investors act decisively — seizing crisis opportunities instead of
being forced sellers at the worst moment.

Crisis-Proof Your Wealth

A 10-20% AUM liquidity buffer protects against market dislocations, margin calls, and
forced liquidation under stress.

Strategic Advantage

Investors who maintained liquidity in 2008 and 2020 achieved returns 2—3x higher
than those who were compelled to sell.
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Returns are built over cycles.
Liquidity is tested in moments.
Portfolios that ignore this
distinction come under pressure
when conditions change.

— Wealth Management Principle




