
The Steps to Develop a Wealth Preservation Investment Plan

John Reim, Private Wealth Advisor, Managing Director

Morgan Stanley Private Wealth Management 

1747 Pennsylvania Avenue, NW, Suite 700  Washington, 

DC 20006

John.Reim@morganstanleypwm.com

Phone: +1 202-292-5460

April 2025

This material is intended only for clients 

and prospective clients of the Morgan 

Stanley Portfolio Management Program



REIM-MOSS GROUP 2THE FRIDAY MEMO

Table of Contents

Page 3.      Priorities Determine Objectives and 

Investment Process

 

Page 4. “Wealth Accumulation” and “Wealth   

Preservation” are Different

Page 5. What We Mean by “Wealth 

Preservation”

Page 6. The Role of Asset Allocation in 

Wealth Preservation

Page 7. Efficient Investing: Intentional 

Choices to Help Manage Potential 

Return and Risk

Page 8. The Importance of Risk 

Management in Wealth Preservation

Page 9. Importance of Portfolio Fluctuations 

Associated with Wealth Preservation

Page 10. The Role of “Current Yield” in Wealth 

Preservation

Page 11. Investment Process, 

Competing Approaches

Page 12. What Should Be Your Frame of 

Reference for Investing in 

Stock

Page 13. Minimum Conditions

Page 14. Why Has the Stock Market 

Performed So Well?

Page 15. Will the Stock Market Continue 

to Grow?

Page 16 Tenets of Our Wealth 

Preservation Investment 

Strategy

Page 17: Glossary of terms



REIM-MOSS GROUP 3THE FRIDAY MEMO

Priorities Determine Objectives and Investment Process

Objectives

Wealth 

Accumulation

Wealth 

Preservation

Target Return

Target Return

Target Risk

Target Risk

How Much to Allocate ?

Financial planning helps 

to prioritize objectives:

1. Importance of annual 

cash flow

2. Tax-management 

wealth transfer goals

3. Multi-generation 

balance of potential 

return and risk 

management

Strategy Objectives Process Range of Outcomes

Step 1: “Plant the flag” to begin the process by developing an annual cash flow target. Quantifying the cash flow 

requirement is useful for making capital allocation between strategy objectives. 

This presentation 

focuses on Wealth 

Preservation
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Primary 

Investment 

Objective

Performance 

Target (1)

Risk Target 

(Volatility) 
(1)

Benchmark Source of 

Returns

Fluctuation 

in Portfolio 

Value (Beta)

Need to 

Make 

Periodic 

Portfolio 

Withdrawals

Cash 

Flow 

Matching

(5) 

Risk 

Management

Wealth 

Accumulation 

10% 15% S&P 500 (2) Mostly 

Capital 

Gains

1.0 Unlikely Not a 

Priority

Accept Equity 

Market 

Volatility 

Wealth 

Preservation

7% 10% Blended 

Benchmark 

60% S&P 500 /

40% Bloomberg 

Aggregate 

Mix of 

Capital 

Gains, 

Interest, and 

Dividends

0.6 Likely Priority: 

Greater 

than 4% 

Current 

yield

Proactively 

Manage 

Valuation and 

Volatility 

Boundaries (3)

(1) These are general targets to provide context for the comparison between “wealth accumulation” and “wealth preservation”. The returns are based on historical precedent; however, 

there can be no guarantee or assurance that performance targets stated will be achieved. Performance targets represent performance that is gross of advisory fee. 

(2) The rational for using the S&P 500 instead of the Russell 1000 is that the S&P 500 is commonly used as a benchmark for wealth accumulation.  

(3) Proactive risk management cannot assure or guarantee against loss

(4) The example is for illustrative purposes only and not intended to represent any specific client portfolio. Actual client allocations will differ.

(5) The objective of cash flow matching is to generate cash flow (net of tax) from a portfolio’s yield that is greater than the investor’s ongoing expenses.  

“Wealth Accumulation” and “Wealth Preservation” are Different

➢ The annual range of outcomes of a “wealth accumulation” investment strategy is likely to be wider than for a “wealth 

preservation” strategy.

➢ A “wealth accumulation” investment strategy can be appropriate for investors with a long-time horizon to help achieve 

investment goals, or wealthy investors with the financial resources to tolerate greater fluctuations in portfolio value in pursuit 

of higher returns.

➢ A “wealth preservation” investment strategy can be appropriate for retired investors that emphasize the preservation and 

sustainability of their investment assets, institutional investors with specific performance and risk management constraints, 

and families with multi-generation wealth transfer goals.

Step 2: Determine the amount of investment assets to be allocated to a “wealth accumulation”-based strategy and 

to a “wealth preservation”-based investment strategy. 
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➢ We believe a 7% long-term return target is necessary to provide wealth preservation. The 7% return target is based upon both 

1) the historical performance of “CPI Inflation + 5%” over the past 31 years and 2) the historical performance of diversified 

portfolios as measured by the 60/40 benchmark. 

Composition of the Return Target*

Annual Withdrawals                    4%

Inflation                     2%

Taxes                      1%

Wealth Preservation Return Target 7%

Data Source: Bloomberg 02/21/25
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Benchmark for Spending:

CPI Inflation + 5%

Benchmark for Market Returns:

S&P 500 

Bloomberg Agg 

60/40 Index

Index 01/01/1994 - 12/31/2024

CPI + 5% 7.75%

S&P 500 Index (Total Return)_ 10.58%

60/40 Index (Total Return) 8.07%

Bloomberg Agg (Total Return) 4.31%

Data Source: Bloomberg 01/14/25

A balanced portfolio strategy exceeded the 
“CPI + 5%” sustainability target

In our view, “wealth preservation” means maintaining portfolio value after withdrawals, taxes and inflation. We think a wealth 

preservation strategy should seek to preserve the earnings power of a portfolio.  

What We Mean by “Wealth Preservation”:

Target Return Required to Help Achieve Wealth Preservation

*Hypothetical Example Noted 

Step 3: Develop a target rate of return needed to help meet your strategy objective.

Please note* Indices are unmanaged, investors cannot directly invest in any index. Past performance is not a guarantee of future results. Indices are not subject to fees and expenses such as advisory 
fees that would lower returns. The wealth preservation return target of 7% is gross of advisory fees. Assumptions used may not be indicative of current inflation and tax rates and changes to inflation 
and tax may impact the performance of the strategy. Returns depicted are for illustrative purposes and are not indicative of any specific investment strategy. 
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The Role of Asset Allocation in Wealth Preservation

Cumulative Return

Annual Growth Rate 01/01/1994 – 12/31/2024

S&P 500 (Total Return) 10.58 %

60/40 (S&P 500/Bloomberg Agg) (Total Return) 8.07 %

Bloomberg U.S. Agg Index (Total Return) 4.31 %

S&P 500 EPS 9.62 %

➢ Despite periodic declines, cumulative returns provide perspective about the long-term performance of the U.S. stock market. The performance 
of “stocks”, as an asset class, is often very different than the performance of individual stocks. “Total return” includes price changes in the S&P 
500 index and reinvestment of dividends into the index. 

➢ Low interest rates leading up to 2022 have led to significant differences between the performance of stocks and bonds. Note the increase in 
dispersion beginning in 2013.

➢ Note the close relationship between “total return” of the S&P 500 and earnings growth. 

➢ Will the stock market continue to deliver returns comparable to what’s been achieved over the past 30 years? We think the biggest part of that 
answer depends upon future earnings growth. The following pages provide trends in the drivers of earnings growth. 

#4753

Bloomberg 
U.S. Agg

Balanced 
60/40 Index

S&P 500

Data Source: Bloomberg 01/14/25

60/40 1994-2024

Best Year 1995 30%

Worst Year 2008 -22%

S&P 500 1994-2024

Best Year 1995 + 38%

Worst Year 2008 - 40%

Step 4: Determine the appropriate asset allocation weighting to help meet your strategy objective.

Please note* Asset allocation and diversification do not guarantee a profit or protect against a loss in a declining financial market. 
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Efficient Investing: Intentional Choices to Help Manage Potential Return and Risk

S&P 500

Russell 1000 Value

Russell 1000 Growth 

Dow Jones Dividend Index

Leveraged Loan Index

Bloomberg Bond Agg
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Average Volatility Data Source: Bloomberg 01.14.25

➢ An “efficient” investment strategy begins with a target investment return, and matches the risk exposure needed to help achieve the return 
target. “Efficient” means enduring as much risk exposure as necessary, but not more.

➢ The “capital market line” compares both the return and risk of different asset classes. The relationship between return and risk over the past 
10 years is consistent with longer term trends. 

➢ The capital market line helps investors consider the level of volatility associated with an investment strategy, and whether the potential range 
of outcomes each year is reasonable in the context of financial planning objectives. 

➢ Like other charts in this presentation, the comparison of return and risk are shown for asset class indices, which could be very different than 
the risk/reward of individual stocks or bonds. The “portfolio level” relationship between return and risk is predicated upon a prudent level of 
diversification. 

A Combination of Return & Risk for 
Wealth Preservation

Capital Market Line: 2015 to 2025

Step 5: Develop a “risk target”, such as expected volatility, that “efficiently” corresponds to the target return 

associated with your strategy objective. 

Please note* Asset allocation and diversification do not guarantee a profit or protect against a loss in a declining financial market. 



REIM-MOSS GROUP 8THE FRIDAY MEMO

➢ A top priority of wealth preservation is to avoid a “permanent loss of capital” from investments. We believe unsustainable valuation can 
create a significant risk of permanent losses. Managing valuation risk is a control element of the investment process. 

➢ Various approaches can be used to measure valuation of the stock market. We prefer to monitor the price/earnings ratio and free cash flow 
yield. Stable GDP growth and inflation might suggest that valuation trends would be stable, from one year to the next, but they are not. 

➢ Changes in valuation measures occur for different reasons at different times. We believe interest rate trends and sentiment about the 
potential for earnings growth are key factors driving valuation multiples. 

➢ Measures of current valuation versus long-term averages can provide perspective about whether current expectations might be too high or 
too low. Investing when expectations and valuations are too high can lead to poor future returns.     

➢ These charts provide valuation information for the well-known S&P 500 and the DJ US Dividend Index. An important question for each 
investor is whether the S&P 500, or another stock market index, is relevant and appropriate to guide investment strategy. We believe the DJ 
US Dividend Index can be a better benchmark to guide a “Wealth Preservation” investment strategy than the S&P 500.

The Importance of Risk Management in Wealth Preservation

Price/Earnings Ratio

S&P 500 
P/E Ratio

DJ Dividend 
Index P/E Ratio 

Step 6: Develop measures of key risks, especially valuation risk, associated with your investment strategy. 

Please note* Indices are unmanaged, investors cannot directly invest in any index. Past performance is not a guarantee of future results. Indices are not subject to fees and expenses such as 
advisory fees that would lower returns. Returns depicted are for illustrative purposes and are not indicative of any specific investment strategy. 
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#4246

Quarterly returns (1)

Data Source: Bloomberg 01/14/25

S&P 500

60%S&P 40% US Agg Bond Index

Annualized Return

01/01/1994 – 12/31/2024

S&P 500 10.58

60/40 Index (2) 8.07

Bloomberg Agg 4.31

Importance of Portfolio Fluctuations Associated with Wealth Preservation

%

%

%

%

%

%

%

➢ This chart compares the quarterly plus/minus range of all-stock portfolios versus balanced portfolios using indices as a proxy. Balanced 
portfolios had smaller declines in bad years than all-stock portfolios. “Beta” is a popular measures of fluctuations in portfolio value. The beta of 
the S&P 500 is 1. Over the past 30 years, the beta of the 60/40 balanced investment strategy has been approximately .6

➢ Historical returns over the past 30 years suggest to us that a 60/40 balanced investment strategy was able to provide target returns needed to 
sustain “wealth preservation”. 

➢ Living with your investments means anticipating the likely range of good or bad performance. While historical charts provide perspective 
about long-term stock market performance, the “lived experience” of short-term fluctuations can shake confidence in maintaining long-term 
commitments to the stock market. 

➢ We believe the tradeoff between return and risk needed to achieve “wealth preservation” leads to a preference for a balanced asset allocation 
of stocks and bonds.

* Indices are unmanaged, investors cannot directly invest in any index. Past performance is cannot guarantee future results.

(1) Reinvesting dividends involves using the cash distributions paid by a company or fund to buy more shares of the same investment. This strategy leverages compounding, where both the initial 
investment and reinvested dividends generate future returns. (2) The 60/40 index is comprised of 60% S&P 500 and 40% Bloomberg Corporate Bond Index…Please note* Indices are 
unmanaged, investors cannot directly invest in any index. Past performance is not a guarantee of future results. Indices are not subject to fees and expenses such as advisory fees that would 
lower returns. Returns depicted are for illustrative purposes and are not indicative of any specific investment strategy. 

Step 7: Develop measures of possible fluctuations in portfolio value.

%

%
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➢ Specific criteria for stocks, such as dividend yield, and for bonds, such as higher yield from credit-sensitive categories of fixed 

income, can be used in an attempt to achieve a 4% current yield.

0.00%

2.00%

4.00%

6.00%

8.00%

2024202320222021202020192018201720162015201420132012201120102009200820072006200520042003

DJDVP Index - Dividend 12 Month Yld - Gross LUACYW Index - Last Price

0.00%

2.00%

4.00%

2024202320222021202020192018201720162015201420132012201120102009200820072006200520042003
SPX Index - Dividend 12 Month Yld - Gross LBUSYW Index - Last Price

Bloomberg U.S. Aggregate Index

S&P 500 Index

The Role of “Current Yield” in Wealth Preservation

➢ For investors that make ongoing portfolio withdrawals for living expenses, we think the “current yield” of cash flow provided by an 

investment strategy is important. We believe matching a portfolio’s current yield with the withdrawal rate is a key element of 

portfolio management needed to preserve “earnings power” throughout periods of significant market fluctuations. We think a 4% 

withdrawal rate requires an investment strategy that is likely to provide a cash yield of 4%. 

➢ The stock and bond benchmarks used for the traditional “60/40” balanced strategies are based upon the S&P 500 and the 

Bloomberg Aggregate indices. 

➢ A key element of a Wealth Preservation investment strategy is to insulate spending plans from market fluctuations by relying 

more on current yield and less on capital gains.   

Target Withdrawal Rate

Bloomberg Corporate Aggregate Index

Dow Jones Select Dividend Index

Data Source: Bloomberg 02/21/25

Data Source: Bloomberg 02/21/25

Target Withdrawal Rate

60/40 Current Yield

Current Yield Targets Using Different Stock and Bond Benchmarks 

*Hypothetical Example Noted 

➢ The traditional 60/40 balanced index, including 60% S&P 500 40% Bloomberg Aggregate does not currently provide a 4% 

current yield.

➢ Reconfiguring the “60/40” strategy using different benchmarks such as the Bloomberg Corporate Agg and Dow Jones Dividend 

Select Index can potentially provide a 4% current yield. Actual portfolio performance will differ.   

Step 8: Compare portfolio current yield with the anticipated annual portfolio withdrawal rate..

Please note** Indices are unmanaged, investors cannot directly invest in any index. Past performance is not a guarantee of future results. 

Indices are not subject to fees and expenses such as advisory fees that would lower returns. Returns depicted are for illustrative purposes and 

are not the actual returns of any specific investment strategy.
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Investment Process: Competing Approaches

Opportunistic Investments

Investment seeking Capital Accumulation

Investment to help Meet Income Needs

VS.

Real Estate International 

Bonds

International 

Stocks

U.S. Bonds

U.S. StocksAlternatives

Commodities

Foreign Currency

Hierarchy of Priorities
Diversification

Emphasis on financial characteristics 

of specific investments
Emphasis on asset class characteristics

• Designing and implementing a portfolio can be done in different ways 

Choices designed to help satisfy 

specific priorities

An all-weather strategy based upon 

being a long-term investor

Step 9: Develop an implementation plan to choose specific investments for each element of your investment strategy. 

Please note* Asset allocation and diversification do not guarantee a profit or protect against a loss in a declining financial market. This illustration is hypothetical and shown for illustrative purposes 

only. The appropriateness of a particular investment, asset class, or strategy will depend on an investor’s individual circumstances and objectives. Past performance is no guarantee of future results. 

Not all portfolios will contain all asset classes presented and will also not be allocated as represented by the exhibits on the page which are for illustrative purposes only.
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#4250

➢ Performance differences, or “dispersion” between equity styles have varied during different time periods, making the choice of one style 
versus another an important consideration. 

➢ We believe low dispersion between equity styles enables preference for returns from “growth” or “income” to be less likely to have an 
opportunity cost. 

➢ It is our view that unprecedented monetary polices and government stimulus in recent years, leading to very low interest rates, has led to 
sharp differences in the performance of different equity styles. In particular, we think low interest rates between 2008 and 2022 benefitted 
the valuation and performance of growth stocks. 

Annual Growth Rate 01/01/1994  -  12/31/2024

Russell 1000 Growth (Total Return) 11.18 %

S&P 500 (Total Return) 10.58 % 

Dow Jones Select Dividend Index (Total Return) 10.92 %

Russell 1000 Value Index (Total Return) 9.29  %

Russell 1000 Growth

S&P 500

Dividend Index

Russel 1000 Value Index

Data Source: Bloomberg 01/14/25

What Should be Your Frame of Reference for Investing in Stocks?

Step 10: Develop appropriate benchmarks for each element of your investment strategy. 

Please note** Indices are unmanaged, investors cannot directly invest in any index. Past performance is not a guarantee of future results. Indices are not subject to fees and expenses such as 

advisory fees that would lower returns. Returns depicted are for illustrative purposes and are not the actual returns of any specific investment strategy.
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Historical Performance Provides a Frame of Reference for Evaluating Strategies

Strategy Index
Frequency of > 7% Returns 

(1)

(2000-2023)
Asset Allocation Current Yield

(2)

Expected 

Volatility
(2)

Beta
(2)

All Bond Bloomberg U.S. Aggregate Index 10.78% 100% Fixed Income 4.94 4.68 .05

Balanced

60% S&P 500 : 40% Bloomberg U.S. Aggregate 

Index 64.01% 60% Equities 40% Income 2.88 10.26 .62

All Stock S&P 500 71.32% 100% Equities 1.51 16.23 1.00

Asset 
Allocation

Target 
Volatility

Current 
Yield
Asset 

Allocation
Asset 

Allocation

Asset 
Allocation

Current 
Yield

Target 
Volatility
Current 

Yield

The Building Blocks of Our Investment Process Investment 
Criteria

➢ We think a “wealth preservation” investment objective should prioritize the probability of achieving a target return, 

recognizing that measures of return and risk for wealth preservation are different than for wealth accumulation. 

An Investment Process Can Help Increase the Probability of Success

Step 11: Develop historical measures of the likelihood your investment strategy has the potential to achieve your strategy 

objective. 

Data Source: Bloomberg 12/31/2023

➢ The table above shows how often broad market index strategies exceeded a rolling 3-year 7% annual return. 

Past performance is no guarantee of future results**
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#4270

Annual Growth Rate 01/01/1994 – 12/31/2024

S&P 500 Price Return 8.51 %

S&P 500 Total Return 10.58 %

S&P 500 Earnings Per Share 9.62 %

The S&P 500 Index Price and S&P 500 Earnings are Strongly Correlated

S&P 500 Price

S&P 500 Earnings

➢ The chart above shows the percentage change in earnings compared to the percentage change in the S&P 500 index price. 

➢ Over long time periods, the growth rate of the S&P 500 earnings and the index price are closely related: We equate earnings to be like the 
North Star for the direction of the stock market. 

➢ The lower chart compares the growth of U.S. GDP and of S&P 500 earnings, showing that S&P 500 earnings had growth faster than the U.S. 
economy as a whole. Trends in the financial metrics of S&P 500 companies, including growth and profitability, are different than trends in 
broad measures of the drivers of GDP growth, which contributed to faster growth in S&P 500 earnings than nominal GDP growth.

S&P 500 Earnings

U.S. GDP

Data Source: Bloomberg 01/14/25

S&P 500 Earnings Growth versus GDP Growth

Why Has the Stock Market Performed so Well? 

Step 12: Develop measures to monitor economic and market conditions that influence the performance of your 

investment strategy. 

Please note* Past Performance is not a guarantee of future results 
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4210

➢ How the stock market works, and why it works, can be understood by thinking of the stock market like a machine, with inputs and outputs 
that can be measured.

➢ The investment cycle is an ongoing process in which companies seek to raise capital to buy assets, convert those assets into sales and 
profits, reinvest profits for growth, and seek to return excess cash to investors.

➢ This chart shows trends in each of the elements of the investment cycle for the S&P 500, and how those trends relate to each other. We 
refer to the relationship between each of these elements as the “pace of monetization”. 

➢ The “pace of monetization” relationship between each of the elements of the investment cycle suggests to us that the stock market 
growth formula is working: the magnitude of asset growth is matched by a similar magnitude of earnings growth.  

➢ We believe Forecasts of future stock market performance can be based, in part, on the cumulative capital base of the S&P 500 and ongoing 
reinvestment to grow the earnings power of the S&P 500.

The Pace of Monetization: How Much and How Fast ? 

Profits 

Dividends

Sales

Assets

30-year Annual Growth Rate
Assets:                          5.49 %
Sales:                            4.49 %   
Free Cash Flow:          6.63 %
Dividends:                   5.96 %

The Stock Market is a Machine: The S&P 500 Investment Cycle

Data Source: Bloomberg 01/14/25

Asset Growth

Sales Growth 
and Profit 

Dividend Growth

Ongoing 
Reinvestment 

Will the Stock Market Growth Continue?

Step 13: Develop measures to monitor the linkage between economic conditions and the performance of your investment 

strategy. 

Please note* Past Performance is not a guarantee of future results 
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Tenets of Our Wealth Preservation Investment Strategy

2)

3)

4) 

5)

6)

1) Seek balance between the source of 

returns between current yield and capital 

gains.

Implementation strategies should have a 

preference for liquid investment vehicles.

Risk management requires fundamental 

research, based upon the financial 

characteristics of specific investments.

The goal of a wealth preservation 

investment strategy should be to preserve 

the spending power of the portfolio after 

withdrawals, inflation, taxes, and fees.

Choices of the elements of investment 

strategy should prioritize the likelihood of 

achieving target returns.

A wealth preservation investment strategy 

should include a relationship between 

expected return and risk that is efficient, 

based upon historical comparisons of 

relevant benchmarks
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Glossary of Terms

• Yield to Maturity: "Yield to maturity" (YTM) refers to the total rate of return an investor can expect to earn on a bond if they hold it until its maturity date, taking into account all 

interest payments and the repayment of the principal amount at maturity; essentially, it's the estimated annual return on a bond if held until it reaches its full term.

• Beta: Beta denotes the volatility or systematic risk of a portfolio compared to the market, usually the S&P 500 which has a beta of 1.0. Betas higher than 1.0 are interpreted as 

more volatile than the S&P 500. 

• Cash Flow Matching: An investment strategy to maintain a portfolio current yield, from dividends and interest that matches the annual amount of anticipated withdrawals from 

the portfolio. 

• Dividend Yield Sum of gross dividend per share amounts that have gone ex-dividend over the prior 12 months, divided by the current stock price. 

• Current Yield

 - Weighted average yield of the portfolio expressed as a percentage. The waterfall logic used in case of different securities is defined below:

-  Equities: Dividend Yield from the last twelve months -> Sum of gross dividend per share amounts that have gone ex-dividend over the   prior 12 months, divided by the current 

stock price. 

-  Single-line Bonds: Yield to Maturity -> Internal rate of return earned by holding a bond bought at the market price to maturity. 

-  Mutual Funds and ETFs: Yield to Maturity -> Internal rate of return earned by holding a bond bought at the market price to maturity. 

- Money Market Funds: 7 Day Yield

• Economic Profit: Return on Capital minus Bloomberg US Agg Corporate Bond Yield to Worst.

Return on Capital: Metric that measures the return that an investment generates for capital contributors, in percentage. It indicates how effective a company is turning capital into 

profits.

Calculation: ((T12 Net Income (Losses) + T12 Minority Interest + T12 Interest Expense * (1 - (T12 Effective Tax Rate / 100))) / Average of Total Capital) * 100

• Equity Relative Value: Free Cash Flow Yield minus Bloomberg US Agg Corporate Bond Yield to Worst. 

Free Cash Flow Yield:   Measure of financial performance calculated as operating cash flow minus capital expenditures. Free cash flow (FCF) represents the cash that a company 

is able to generate after laying out the money required to maintain or expand its asset base. 

Data point in table represents weighted average value of all equities as of the beginning of the month

Calculation:  T12 Cash Flow From Operations - T12 Capital Expenditures 

• Annualized Returns: takes into consideration the geometric annualized return over the specified period. 

Calculated as ((New Number/Old Number – 1) ^ (1/years)) -1  

• Capital Accumulation: The process of systematically increasing your assets and investments over time to achieve financial security and long-term financial goals. 

• Wealth Preservation: A management process focused on protecting and maintaining assets overtime, to provide stability of asset values over a range of economic market 

conditions. 
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Glossary of Terms Continued

• S&P 500: The Standard & Poor's (S&P) 500 Index tracks the performance of 500 widely held, large-capitalization US stocks.

• The Bloomberg US Aggregate Bond Index. Index is a broad-based flagship benchmark that measures the investment grade, US dollar

denominated, fixed-rate taxable bond market. The index includes Treasuries, government-related and corporate securities, fixed rate agency MBS, ABS and CMBS (agency and 

non-agency

• CPI+5%: Year over year consumer price index plus 5%

• Dow Jones US Select Dividend Index: This index consists of 100 US stocks with at least a five-year history of paying dividends.

• REIT Index Definition:

• Russell 1000 Growth Index: The Russell 1000 Growth Index measures the performance of those Russell 1000 companies with higher price-to-book ratios and higher 

forecasted growth values. An investment cannot be made directly in a market index. 

• Russell 1000 Value Index: The Russell 1000 Value index measures the performance of those Russell 1000 companies with lower price-to-book ratios and lower forecasted 

growth values. An investment cannot be made directly in a market index. 

• Leveraged Loan Index: The iBoxx USD Liquid Leveraged Loan Index is a subset of the benchmark Markit iBoxx USD Leveraged Loan Index (USD LLI), which represents the 

main sections of the USD leveraged loan market. Liquid indices are designed to track the broader market with a smaller subset of index constituents, providing a suitable basis 

for derivatives and Exchange Traded Funds (ETFs). The procedure utilizes daily liquidity scores from the Markit Loan Pricing Service, which is a broader measure of liquidity, 

summarizing the performance of each loan across several liquidity metrics, such as number of quotes, or bid-offer sizes.
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Please note: Source of Data is Bloomberg as of 03.06.2025

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.

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. 

Morgan Stanley Wealth Management (“MSWM”) which covers MSWM investment advisory services, custody of securities (if we are the custodian), trade execution with or through 

MSWM, as well as compensation to any Financial Advisor. Each account that is invested in the PM program that is eligible to purchase certain investment products, such as mutual 

funds, will also pay a Platform Fee (which is subject to a Platform Fee offset) as described in the PM Program ADV brochure. If your account is invested in mutual funds or exchange 

traded funds (collectively “funds”), you will pay the fees and expenses of any funds in which your account is invested. Fees and expenses are charged directly to the pool of assets 

the fund invests in and are reflected in each fund's net asset value. These fees and expenses are an additional cost to you and would not be included in the Fee amount in your 

account statements. Please refer to the PM Program ADV Part 2 for additional details available at www.morganstnaley.com/ADV or from your Financial Advisor.

Asset allocation and diversification do not assure a profit or protect against loss. Investing in the markets entails the risk of market volatility.

The value of all types of investments may increase or decrease over varying time periods.

Indices are unmanaged. Investors can directly invest in any index. Past performance of any index is not a guarantee of future results.

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.

Holdings are subject to change daily, so any securities discussed in this material may or may not be included in your account if you invest in this investment strategy. 

Indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only and do not represent the performance of any specific investment. 

Index returns include the reinvestment of all dividends, but do not reflect the payment of transaction costs, advisory fees or expenses that are associated with an investment. The 

indices selected by Morgan Stanley to measure performance are representative of broad asset classes. Morgan Stanley retains the right to change representative indices at any 

time. Performance of indices may be more or less volatile than any investment product. The risk of loss in value of a specific investment is not the same as the risk of loss in a broad 

market index. Therefore, the historical returns of an index will not be the same as the historical returns of a particular investment a client selects. Past performance does not 

guarantee future results.

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 

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.

 

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

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.

Disclosures 

http://www.morganstnaley.com/ADV
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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 

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.

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.

The investments listed may not be appropriate for all investors. Morgan Stanley Smith Barney LLC recommends that investors independently evaluate particular investments, and 

encourages investors to seek the advice of a Financial Advisor. The appropriateness of a particular investment will depend upon an investor's individual circumstances and 

objectives.

Alternative investments are often speculative and include a high degree of risk. Investors can lose all or a substantial amount of their investment. They may be highly illiquid, can 

engage in leverage, short-selling and other speculative practices that may increase volatility and the risk of loss, and may be subject to large investment minimums and initial lock-

ups. They may involve complex tax structures, tax inefficient investing and delays in distributing important tax information. They may have higher fees and expenses that traditional 

investments, and such fees and expenses can lower the returns achieved by investors.

Investing in commodities entails significant risks. Commodity prices may be affected by a variety of factors at any time, including but not limited to, (i) changes in supply and 

demand relationships, (ii) governmental programs and policies, (iii) national and international political and economic events, war and terrorist events, (iv) changes in interest and 

exchange rates, (v) trading activities in commodities and related contracts, (vi) pestilence, technological change and weather, and (vii) the price volatility of a commodity. In addition, 

the commodities markets are subject to temporary distortions or other disruptions due to various factors, including lack of liquidity, participation of speculators and government 

intervention.

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.

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.

Real estate investments are subject to special risks, including interest rate and property value fluctuations, as well as risks related to general and economic conditions.

Stocks fluctuate in value and may be worth more or less than their original cost. Past performance is no guarantee of future results.

Morgan Stanley Smith Barney LLC offers a wide array of brokerage and advisory services to its clients, each of which may create a different type of relationship with different 

obligations to you. Please visit us at http://www.morganstanleyindividual.com or consult with your Financial Advisor to understand these differences. 

Morgan Stanley Private Wealth Management, a division of Morgan Stanley Smith Barney LLC. Member SIPC. CRC 4358533 04/25

Disclosures 

http://www.morganstanleyindividual.com/
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