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OVERVIEW

Markets have continued to perform well this year, though many investors remain cautious about what lies ahead. While there is plenty of
evidence supporting the possibility of further gains, there is also credible data suggesting market performance could slow. During times like
these, reviewing historical trends can provide valuable perspective. History indicates that markets should finish the year with more upside from
current levels, but mid-term election years (such as 2026) could bring periods of muted performance. In this edition of our Macro View, we
explore these “seasonal market performance” patterns and what they mean for investors.

BOTTOM LINE: As investors consider the path forward, there is no shortage of data to support bullish and
cautious views. Historical frends can offer helpful context for navigating these uncertain environments.

MARKET SEASONS

Investor conviction has been mixed, with evidence pointing both to continued economic strength and to emerging headwinds. On the positive
side, we see robust Gross Domestic Product (GDP) growth, healthy corporate earnings, strong consumer spending (especially from the affluent),
lower interest rates, continued Al spending, deregulation, stimulus from the “One Big Beautiful Bill”, and roughly $8 trillion in cash sitting in
money markets. ! From the opposite perspective, other datapoints suggest persistent inflation, slowing labor market, growing US deficit,
elevated stock prices, possible Al bubble, trade uncertainty, government shutdown, and geopolitical tensions. 12! Based on the data and many
factors stated, we believe markets will provide investors with both upside and downside over the next year. When we review market seasonality
trends, these patterns suggest this may be the case as well.

The premise behind market seasonality is just as the name implies - recurring historical patterns in performance that tend to appear during
specific times of the year or cycle. The current “holiday market season” which we are entering now, has been favorable. Since 1950, the S&P
500 has averaged a 4.2% gain in Q4 — roughly double the average return of any other quarter and has been positive 80% of the time. B! This
pattern is driven by year-end bonuses, holiday spending, tax planning, year-end portfolio adjustments, etc. Taking this a step further, when the
S&P 500 is up 10% in the first three quarters (as we are this year), Q4 returns have been even better. In this scenario, Q4 returns have been
positive 14 of the last 15 times, (a 93% win rate), with an average return of 6.1%. 4

As we approach 2026, we enter a new market season: a mid-term election year. The first three quarters of mid-term election years have often
been more volatile and less rewarding than average, as political uncertainty weighs on markets. ©* Investors don’t like uncertainty, and early in
mid-term election cycles there is less certainty about political outcomes. More specifically, it is common for the president’s party to lose ground
in Congress. Over the past 22 mid-term elections, the president’s party has lost an average of 28 seats in the House of Representatives and four
in the Senate. Only twice has the president’s party gained seats in both chambers. ¢ Since losing seats is so common, it is usually priced into the
market early in the year. But further research suggests there is a silver lining. Markets tend to rally in the weeks leading up to the November
election date. Additionally, market performance often rebounds strongly in subsequent months and carries the momentum into the following
year. Since 1950, the average one-year return following mid-term elections is 15%. [ That is more than twice the return of all other years during
a similar period.

Market seasonality is not always consistent. There are factors that can influence different results during these periods. For that reason, it’s
important to incorporate other forms of analysis and stay vigilant. However, we don’t think it’s wise to completely dismiss these historical trends
either. If the data holds true, markets could rise into year-end, flounder a bit next year, and then rally at the end of 2026 and through 2027.

BOTTOM LINE: Using history as our guide, we believe the S&P 500 could end the year on solid footing. Next
year may bring some bumps in the road, but patient investors who stay disciplined could be rewarded as
2026 progresses and the election related uncertainty fades into year-end.
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DISCLAIMERS.
This material has been prepared for informational purposes only. It does not provide individually tailored investment advice. It has been prepared without regard to the
individual financial circumstances and objectives of persons who receive it.

The views expressed herein are those of the author and do not necessarily reflect the views of Morgan Stanley Wealth Management or its affiliates. All opinions are
subject to change without notice. Neither the information provided, nor any opinion expressed constitutes a solicitation for the purchase or sale of any security. Past
performance is no guarantee of future results.

Morgan Stanley Smith Barney LLC and its Financial Advisors do not provide tax or legal advice. Individuals should seek advice based on their particular circumstances
from an independent tax or legal advisor.

Information contained herein has been obtained from sources considered to be reliable, but we do not guarantee their accuracy or completeness.
Because of their narrow focus, sector investments tend to be more volatile than investments that diversify across many sectors and companies

This material contains forward looking statements and there can be no guarantees they will come to pass. There is no guarantee that any investments mentioned will be
in each client's portfolio.

The strategies and/or investments discussed in this material may not be appropriate for all investors. The appropriateness of a particular investment or strategy will
depend on an investor’s individual circumstances and objectives.

Foreign currencies may have significant price movements, even within the same day, and any currency held in an account may lose value against other currencies.
Foreign currency exchanges depend on the relative values of two different currencies and are therefore subject to the risk of fluctuations caused by a variety of
economic and political factors in each of the two relevant countries, as well as global pressures. These risks include national debt levels, trade deficits and balance of
payments, domestic and foreign interest rates and inflation, global, regional or national political and economic events, monetary policies of governments and possible
government intervention in the currency markets, or other markets.

International investing may not be appropriate for every investor and is subject to additional risks, including currency fluctuations, political factors, withholding, lack of
liquidity, the absence of adequate financial information, and exchange control restrictions impacting foreign issuers. These risks may be magnified in emerging markets.

Diversification does not guarantee a profit or protect against loss in a declining financial market.

The Russell 1000 Index measures the performance of the 1,000 largest US companies based on total market capitalization. An investment cannot be made directly in a
market index.

For index, indicator and survey definitions referenced in this report please visit the following:

https://www.morganstanley.com/wealth-investmentsolutions/wmir-definitions

An investment cannot be made directly in a market index.
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