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CCI Monthly Educational Curriculum

Module 13 — Risk and Capital Preservation

Core Principle: Building wealth is not only about finding opportunity. It is also about surviving

bad environments, avoiding unnecessary damage, and preserving the capital that gives you the
right to keep playing the game.

This module introduces one of the deepest principles in the CCI framework: capital preservation.
It explains why risk is often misunderstood, why avoiding major damage matters more than most

investors realize, and why preservation is not the opposite of ambition, but one of its essential
foundations.
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Why This Matters

A lot of people enter investing focused almost entirely on upside.

» What can go up the most?

* What is the next opportunity?

» Which asset has the biggest potential?

» Where can the greatest gains be made?

Those are not unreasonable questions. But on their own, they are incomplete.

Successful investing is not just about making money. It is also about not losing it carelessly.

Capital preservation is one of the least glamorous and most important ideas in investing.

It is future opportunity, optionality, resilience, staying power, psychological stability, and the
ability to act when conditions become attractive again.

The Core Idea

At its simplest, capital preservation matters because you cannot compound what you have badly
damaged.

Investors often think mostly in terms of upside potential and too little in terms of downside
consequence.

« future returns

« confidence

« flexibility

* behaviour

+ the compounding process itself

A portfolio that falls heavily does not just lose money. It loses time, emotional stability, freedom
of action, and often the investor’s discipline right when discipline is needed most.

Preservation is not about fear. It is about respecting the fact that survival is one of the great
advantages in investing.

Why Risk Is So Often Misunderstood

Many investors think of risk too narrowly.
« volatility

* price movement

* short-term discomfort

But that is only part of the picture. In the CCI framework, risk is better understood as the
possibility of meaningful impairment.
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» permanent capital loss

* destructive drawdown

« forced selling

* lost compounding time

» emotional destabilization

* being trapped in the wrong posture for the wrong environment

Why Large Drawdowns Matter So Much

Large losses are much harder to recover from than most people intuitively feel.

A 10% drawdown requires only a modest recovery. A 50% drawdown requires a far larger gain
just to get back to even.

But the problem is not only mathematical. It is behavioural.

* lose conviction

* question the process

* become reactive

* sell at the wrong time

* become too fearful to act when new opportunity appears

This is why avoiding large drawdowns matters so much. It protects not only the portfolio. It
protects the investor.

Preservation Protects Optionality

Optionality means the freedom to act in the future.

+ deploy into better conditions

« take advantage of future dislocations

* increase exposure when the backdrop improves
 remain psychologically and financially flexible

If you take too much damage, that freedom narrows.
This is why preservation is so powerful. It keeps the future open.

The CCI Lens

Through the CCI lens, capital preservation is one of the deepest responsibilities in investing.

* Is this environment forgiving or hostile?

» Am | taking risk intelligently or carelessly?

* Does this position expose me to damage | do not need to take?

* Is this volatility normal, or is it becoming impairment?

* Am | preserving enough optionality for future opportunity?

* Is aggression here being supported by the backdrop, or is it simply being justified by
excitement?

These are preservation questions. Durable capital allocation requires survival.
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Key Takeaways

* risk is not only volatility, but the possibility of meaningful impairment

* large drawdowns damage both capital and behaviour

* preservation protects optionality, flexibility, and future opportunity

* preservation is not the opposite of ambition, but one of its foundations

» compounding works best when major damage is avoided

* preservation becomes even more important when the environment becomes less forgiving

The point is not to avoid all risk. The point is to avoid unnecessary damage.
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Educational Disclaimer

This material is provided for educational purposes only. It is intended to help members think

more clearly about markets, cycles, and capital allocation. It is not personal financial advice, a
recommendation, or an offer to buy or sell any financial product or asset. Members should do
their own research and, where appropriate, seek professional advice suited to their individual

circumstances.
CCI Educational Cu
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