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| hope you had a wonderful holiday season spent with loved ones. As we celebrate the
start of 2025, below are a few timely insights to help you get prepared for the new year.
Please reach out if you have any questions or would like to schedule a meeting.

Market Commentary:

As we start out the new year there is no shortage of predictions for the market,
economy, and incoming administration. Across all of the ideas there are common
themes or questions about inflation, corporate earnings, government deficits and
interest rates.

On one end, we have a lot of momentum coming in from last year. Our proprietary
business conditions index moved into ‘expansion’ territory and featured positive signals
for future hiring and investment plans. According to Bloomberg, when the S&P 500 has
an uptrend going into an election, the S&P 500 has been higher 3 and 6 months later
85% of the time, regardless of the election outcome. Investor flows into the market
over the past year have been focused on buying into Money Market Funds, which
captured 60% of flows; at a time when the market has hit all-time highs several times.

There is a quote: “Bull markets are born on pessimism, grow and skepticism, mature
on optimism and die on euphoria”. With this in mind and more investors buying into
money market funds than stocks, where do we think we are in this bull market cycle? A
suggestion would be: somewhere between skepticism and optimism.

On the other end, during the December 2024 meeting for the Federal Reserve, they
cautioned that inflationary pressures are persistent and they may not lower rates as
much as we all expected. In 2024 the FED reduced rates by 1% and expectations for
2025 had three rate reductions which have now turned into two. During this time the 10

year government treasury went over 4.5% from a low of ~3.7%" which is a key figure
for determining stock valuations. At this level it would suggest the market is high. As
the next administration works to reduce deficit spending through the DOGE, could this
reduced spending create a headwind from the momentum of last year?

A survey from Deutsche Bank asking which risks do people think will effect the market
in 2025: 1) Global Trade War 2) Tech valuations plunge/Al enthusiasm wanes 3)
Central Banks increase rates because of sticky inflation 4) Bond Yields rise more than
expected 5) Middle East tensions rise

As we come into the new year, let’'s schedule time to discuss any questions, concerns
or items that we need to plan for.

Written by: Mitch Vigil, Senior Vice President, Financial Advisor at Morgan
Stanley

Personal Notes:

The holiday season for the Vigil family was met with about 3-4 weeks of sickness of
one type or another. In speaking with friends, family and clients it seems something
was going around. None the less, Camaree and | rallied for the kids and thanks to all of
the planning Cam had done we were well prepared. On to the coming year of planning
some camping trips, sport activities for the kids and finding some good books to read.

January Insights:

On The Markets:
2025 Is Showtime for Fundamentals

An economic soft landing and enthusiasm for Al have
boosted markets, but now earnings and policy clarity are
needed. Find out more in On the Markets.

January Edition

Financial Literacy for Any Stage of Your Life

Financial literacy means being equipped with the
knowledge to help make smart financial decisions
during every stage of your life. No matter your current
priorities, a strong financial literacy foundation can help
you meet your goals.

Learn More

Maximum Benefit and Contribution
Limits for 2025

The IRS has increased contribution limits for 2025. Click
below for a detailed list of all the new contribution limits.

Read More
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NOTICE: Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not
intended to be, and do not constitute, advice within the meaning of Section 975 of the Dodd-Frank Wall Street
Reform and Consumer Protection Act. If you have received this communication in error, please destroy all
electronic and paper copies and notify the sender immediately. Mistransmission is not intended to waive
confidentiality or privilege. Morgan Stanley reserves the right, to the extent permitted under applicable law, to
monitor electronic communications. This message is subject to terms available at the following
https://www.morganstanley.com/disclaimers. If you cannot access these links, please notify us by reply
message and we will send the contents to you. By communicating with Morgan Stanley you acknowledge that
you have read, understand and consent, (where applicable), to the foregoing and the Morgan Stanley General
Disclaimers.

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.

Information contained herein has been obtained from sources considered to be reliable, but we do not
guarantee their accuracy or completeness.

Morgan Stanley Smith Barney LLC (“"Morgan Stanley”), its affiliates and Morgan Stanley 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.

The Standard & Poor's (S&P) 500 Index tracks the performance of 500 widely held, large-capitalization US
stocks. An investment cannot be made directly in a market index.

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. Morgan Stanley Smith Barney LLC (“"Morgan Stanley”) recommends that investors
independently evaluate particular investments and strategies, and encourages investors to seek the advice of a
Morgan Stanley Financial Advisor. The appropriateness of a particular investment or strategy will depend on an
investor's individual circumstances and objectives. Past performance is no guarantee of future results.

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.

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.

The Portfolio Analysis report (“Report”) is generated by Morgan Stanley Smith Barney LLC's ("Morgan Stanley”)
Portfolio Risk Platform. The assumptions used in a Report incorporate portfolio risk and scenario analysis
employed by BlackRock Solutions (*"BRS"), a financial technology and risk analytics provider that is independent
of Morgan Stanley. BRS' role is limited to providing risk analytics to Morgan Stanley, and BRS is not acting as a
broker-dealer or investment adviser nor does it provide investment advice with respect to the Report. Morgan
Stanley has validated and adopted the analytical conclusions of these risk models.

Any recommendations regarding external accounts/holdings are asset allocation only and do not include security
recommendations.

IMPORTANT: The projections or other information provided in a Report regarding the likelihood of various
investment outcomes (including any assumed rates of return and income) are hypothetical in nature, do not
reflect actual investment results, and are not guarantees of future results. Hypothetical investment results have
inherent limitations.

eThere are frequently large differences between hypothetical and actual results.

eHypothetical results do not represent actual results and are generally designed with the benefit of hindsight.
eThey cannot account for all factors associated with risk, including the impact of financial risk in actual trading
or the ability to withstand losses or to adhere to a particular trading strategy in the face of trading losses.
eThere are numerous other factors related to the markets in general or to the implementation of any specific
strategy that cannot be fully accounted for in the preparation of hypothetical risk results and all of which can
adversely affect actual performance.

Morgan Stanley cannot give any assurances that any estimates, assumptions or other aspects of the risk
analyses will prove correct. They are subject to actual known and unknown risks, uncertainties and other factors
that could cause actual results to differ materially from those shown in a Report.

Please see our Privacy Pledge for details about how Morgan Stanley handles personal information.

If you would like to update your email preferences or unsubscribe from marketing emails from Morgan Stanley
Wealth Management, you may do so here. Please note, you will still receive service emails from Morgan Stanley
Wealth Management.

Not all products and services may be available to persons living outside of the United States.
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