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Cumulative return is “total return”, including price appreciation and dividends (assume that dividends are reinvested).
Over longer time periods, dividend-oriented equity strategies have provided performance that has generally outperformed.

A\

» Why have dividend strategies outperformed? We think dividend and value-oriented strategies avoided price/earnings multiple
contraction after the tech bubble of the 1990s and provided attractive cashflow during the lower interest rate years between 2012
and 2022.

> In our view, recent underperformance of the Dow Jones U.S. Dividend Index may be attributed to weak sector performance of
utilities, banks and telecom.
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1. Dow Jones U.S. Dividend Index: 100 of the highest yielding stocks in the S&P 500.

2. S&P High Yield Dividend Index: “Dividend Aristocrats” index including companies that have increased their dividends for
at least 25 consecutive years. The index generally includes about 130 companies.

» Dividend-oriented indices provided attractive levels of income during the period of ultra-low interest rates between 2010 and
2022.

» Dividend yield provides a “proof point” of the availability of cash flow for ongoing portfolio withdrawals.
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Growing Cash Flow from Stocks
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Dividend growth of the dividend indices has been comparable to the dividend growth the S&P 500.

» We believe higher dividend yields combined with comparable dividend growth may enable dividend strategies to provide
attractive yields versus the bond yields provided by all-bond strategies.

» The dividend yield of the S&P 500 Index on 12/31/2012 would have been 2.24%. Based on the 12/31/2012 cost basis, the
dividend yield today would be 4.85%.

» The dividend yield of the Dow Jones US Dividend Index on 12/31/2012 would have been 4.31%. Based on the 12/31/2012
cost basis, the dividend yield today would be 8.04%.
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» We believe that asset growth is an indicator of future earning power, and the potential for dividend growth.

» Asset growth of dividend indices has been higher than the S&P 500, possibly due to greater exposure to “physical asset”
businesses, which may be more asset-intensive.

» Where did the asset growth come from? We think growth in bank industry assets, associated with government stimulus was
important, as well as spectrum investments by telecom companies, and investment in renewable power by utilities.

» Dividend-paying companies may be viewed as mature companies with limited growth opportunities, in contrast to rapidly
growing big technology companies. Although some large dividend-paying companies do not even match GDP-level sales growth,
we believe opportunities exist to invest in dividend paying companies that offer attractive combinations of corporate growth and
current dividend yield.
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Earnings growth of dividend indices has been comparable to S&P 500 earnings growth.

» We believe the similarity of earnings growth is largely due to unavoidable exposure of large companies to macroeconomic
conditions and trends, including GDP growth and inflation.

» We think the competitive level of earning growth achieved by dividend-paying companies challenges the idea that dividend-
payers are limited to mature, low-growth businesses.
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» Return on equity is determined by a combination of “business model” decisions, including asset turnover, profitability and

financial leverage.

» We believe the profitability of dividend-oriented indices will be similar to the S&P 500 in the future.

Higher profitability associated with intellectual property-based businesses, which has significantly contributed to stock
performance of big technology companies, seems likely to persist in the future. Although big technology companies may benefit
more from this trend than physical asset-dominated businesses, we think large mature dividend-paying companies will also greatly
benefit from technology trends including digitalization and cloud computing.
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» Returning capital to shareholders thorough dividends is one consideration for companies trying to provide competitive returns to

investors.

» Paying dividends is part of a “corporate finance” strategy to manage a balance sheet and does not necessarily indicate a lack of
growth potential.

» The average dividend payout of the S&P 500 has consistently been between 35% and 40% of net earnings.

» The average dividend payout ratio of the dividend indices is much higher, and has had significant fluctuations, possibly due to
greater exposure to economic cyclical trends.

» Our observation is that paying out a higher percentage of income through dividends did not inhibit the ability of dividend-
paying stocks to compete with returns from the S&P 500.
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Expectations for Dividend-Oriented Strategies May Be Too Low
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Is this difference justified?

» The valuation of dividend indices and the S&P 500 have diverged since the onset of the Covid pandemic.

» In our view, valuation differences reflect expectations of future growth, and expectations for the earnings growth of dividend
indices may be too low.

> We think the current valuation levels of the dividend indices is attractive.
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Pg1l Title Page This material is intended only for clients and prospective clients of the Portfolio Management program. It has been prepared solely for informational purposes only and is not an offer
to buy or sell or a solicitation of any offer to buy or sell any security or other financial instrument, or to participate in any trading strategy.

Pg 2 Cumulative Return The individuals mentioned as the Portfolio Management Team are Financial Advisors with Morgan Stanley participating in the Morgan Stanley Portfolio Management program. The
Portfolio Management program is an investment advisory program in which the client’s Financial Advisor invests the client’s assets on a discretionary basis in a range of securities.
The Portfolio Management program is described in the applicable Morgan Stanley ADV Part 2, available at www.morganstanley.com/ADV or from your Financial Advisor.

Pg 3 Dividend Yield

Past performance of any security is not a guarantee of future performance. There is no guarantee that this investment strategy will work under all market conditions.
Material in this presentation has been obtained from sources that we believe to be reliable, but we do not guarantee its accuracy, completeness or timeliness. Third party data
Pg 4 Dividend Growth providers make no warranties or representations relating to the accuracy, completeness or timeliness of the data they provide and are not liable for any damages relating to this data.

Morgan Stanley Wealth Management has no obligation to notify you when information in this presentation changes.
Pg 5 Asset Growth

Please contact your Financial Advisor for a complete listing of all transactions that occurred during the last twelve months.

For index, indicator and survey definitions referenced in this report please visit the following: http://www.morganstanleyfa.com/public/projectfiles/id.pdf

Pg 6 Earnings Growth An investment cannot be made directly in a market index.

i 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
Pg 7 Return on Equity 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.

Pg 8 Dividend Payout Asset Allocation and diversification does not assure profit or protect against loss in declining financial markets.

This material does not provide individually tailored investment advice. It has been prepared without regard to the individual financial circumstances and objectives of persons who

Pg 9 Price/Earnings Ratio  receive it. The strategies and/or investments discussed in this material may not be appropriate for all investors. Morgan Stanley Wealth Management recommends that investors
independently evaluate particular investments and strategies, and encourages investors to seek the advice of a Financial Advisor. The appropriateness of a particular investment or
strategy will depend on an investor's individual circumstances and objectives.

Pg 10 Disclosures

Morgan Stanley Smith Barney LLC (“Morgan Stanley”), its affiliates and Morgan Stanley Financial Advisors or Private Wealth Advisors do not provide tax or legal advice. Clients
should consult their tax advisor for matters involving taxation and tax planning and their attorney for matters involving trust and estate planning and other legal matters.

Investments and services offered through Morgan Stanley Private Wealth Management, a division of Morgan Stanley Smith Barney LLC. Member SIPC.

Bonds are subject to interest rate risk. When interest rates rise, bond prices fall; generally, the longer a bond's maturity, the more sensitive it is to this risk. Bonds may also be subject
to call risk, which is the risk that the issuer will redeem the debt at its option, fully or partially, before the scheduled maturity date. The market value of debt instruments may
fluctuate, and proceeds from sales prior to maturity may be more or less than the amount originally invested or the maturity value due to changes in market conditions or changes in
the credit quality of the issuer. Bonds are subject to the credit risk of the issuer. This is the risk that the issuer might be unable to make interest and/or principal payments on a timely
basis. Bonds are also subject to reinvestment risk, which is the risk that principal and/or interest payments from a given investment may be reinvested at a lower interest rate.

Equity securities may fluctuate in response to news on companies, industries, market conditions and the general economic environment. Companies cannot assure or guarantee a
certain rate of return or dividend yield; they can increase, decrease or totally eliminate their dividends without notice.
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