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Dear Fellow Investors,

There'’s a long-standing saying that too often rings true: “The First Generation makes it, the Second
Generation spends it, & the Third Generation squanders it.” According to a study by the Williams Group 70%
of wealthy families lose their wealth by the 2™ generation, & 90% by the 3™ generation! Why do we have such
a disconnect from one generation to the next?

We believe this generational disconnect could possibly be tied to a long-standing pillar of parental advice —
Never Talk About Money. While this valuable advice can keep conversations cordial it also does a disservice to
families looking to pass along the values of hard work & determination that led to their Financial
Independence. There are valid fears such as believing kids may become entitled if they knew how much we
have, or not wanting Junior bragging about the family finances on the playground at lunch. However,
countless studies & personal experiences have shown that families who embrace an open dialogue about
money, hard work, & planning have a great chance of seeing their values as well as their finances last for
generations.

Cornelius Vanderbilt borrowed $100 from his mother to pilot a passenger boat on Staten Island in 1810. He
expanded into the steamboat business & went on to build a railroad empire. When he passed in 1877 that
$100 he borrowed had turned into a $100 million dollar fortune. Adjusting this for inflation makes the
Vanderbilt fortune one of the greatest in history. However, at a 1973 family reunion of the 120 attendees, not
one could be counted as a millionaire. Meanwhile, the Rockefeller family continues to find their name on
Forbes’ annual America’s Richest Families list with more than $11 Billion dollars as of 2016. While most of us
will never accumulate a billion dollar fortune, the issues the Vanderbilt heirs experienced are not uncommon.
Rather than passing along the values of Cornelius “Commodore” Vanderbilt, at some point the family was only
passing along assets.

For those struggling with how to approach this, we want to be certain our clients know they can turn to us as a
resource if needed. We can help craft a plan to make those seemingly uncomfortable conversations take on a
constructive & educational tone helping your loved ones understand your values, goals, & wishes for the
future. After all, we believe the greatest wealth you can pass down will come from your knowledge, values, &
integrity. The actual assets are merely a by-product as evidenced time and time again.

Sincerely,

Blake Todd, CWS Jarrett Perez, CFA
Portfolio Manager Portfolio Manager



Important Disclosures

e The information contained in this report has been taken from trade and statistical
services and other sources, which we deem reliable. We do not represent that it is
accurate or complete and it should not be relied upon as such.

e The opinions expressed herein are those of the authors and Montecito Investment
Portfolios at this date, are subject to change, and are not necessarily that of DA Davidson
& Co. The same is true of statements of financial market trends, which are based on
current market conditions. We believe the information provided here is reliable, but do
not warrant its accuracy or completeness. This material is not intended as an offer or
solicitation for the purchase or sale of any financial instrument. The views and statements
described may not be suitable for all investors.

e This material has been prepared for informational purposes only, and is not intended to
provide, and should not be relied on for accounting, legal or tax advice. Reference to
future returns are not promises or even estimates of actual returns a client portfolio may
achieve. Any forecasts contained herein are for illustrative purposes only and are not to
be relied upon as advice or interpreted as a recommendation.

e Neither this presentation, nor any chart or graphs within this presentation may be used,
in or of themselves, to constitute investment advice, to determine which securities to buy
or sell, or when to buy or sell such securities.

e There are risks inherent in any investment and there is no assurance that any money
manager, asset class, style or index will provide positive performance over time.



