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To Our Clients,

Volatility gripped markets in the first quarter of 2025 and the major stock indices saw moderate declines as chaotic U.S.
trade and tariff policies caused a steep plunge in business and consumer confidence, which raised concerns that economic
growth would dramatically slow and corporate earnings growth would disappoint.

QI Review

Stocks started the new year by extending the declines of late 2024, as worries the Federal Reserve could pause interest rate
cuts weighed on the markets early in January. However, solid economic data, encouraging inflation readings and positive
commentary from Fed officials about future rate cuts pushed back on those fears and the S&P 500 recovered much of those
initial losses by mid-month. Additionally, stocks rallied into and following Inauguration Day, as investors anticipated a “pro-
growth” administration taking power while fears of dramatic tariffs on “Day One” of the Trump presidency went unfulfilled.
At the end of January, investors got a preview of looming tariff/trade volatility when President Trump threatened 25% tariffs
on Colombia. However, those tariffs were not ultimately implemented, so markets largely ignored them and stocks finished
January with a solid gain.

Trade and tariff policy became a major influence on markets in February, however, and dramatically increased market
volatility by month-end. During the first few days of February, President Trump threatened and then delayed 25% tariffs on
Mexico and Canada, which temporarily spiked market volatility. However, the one-month delay of those tariffs led markets
to believe that President Trump was using tariff threats as a negotiating tactic and that substantial tariffs would not be
implemented after all. That sentiment helped to ease investor concerns while economic data remained solid. In late February
consumer confidence declined dramatically and some economic reports implied the trade and tariff uncertainty was starting
to slow economic growth. Those fears were reinforced when the Atlanta Fed’s GDPNow turned negative, implying
economic growth may be stalling. Meanwhile, tariff threats and general policy volatility continued through the end of the
month and that, combined with plunging consumer sentiment, sparked a “growth scare” amongst investors that weighed on
stocks and sent the S&P 500 marginally lower in February.

The market declines accelerated in March as President Trump made good on his threat to implement 25% tariffs on Mexico
and Canada (and an additional 10% tariff on China). President Trump delayed some of those tariffs on Mexico and Canada
until early April, but many other tariffs were left in place and that shattered investors’ belief that tariff threats were just a
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negotiating tactic. Meanwhile, several corporations from various sectors began to lower earnings guidance, citing reduced
consumer spending and business investment. Those guidance cuts reinforced fears that policy uncertainty could cause an
economic slowdown, and the S&P 500 fell to a six-month low.

In sum, investor optimism for a pro-growth agenda and tax cuts was replaced by rising concerns about a new global trade
war and a slowing U.S. economy, as policy uncertainty and ineffective communication crushed investor and consumer
confidence.

Q2 Market Outlook

Stocks begin the second quarter of 2025 following the worst quarterly performance in nearly three years and facing dual
market headwinds of policy uncertainty and potentially slowing economic growth. However, while clearly markets are facing
legitimate headwinds, it’s important to realize that stocks fell in the first quarter mostly on fears of what might happen in the
economy, not because of what is actually occurring. Point being, if future policy decisions and an economic slowdown aren’t
as bad as currently feared, it could cause a substantial market rebound in the coming months.

Starting with trade and tariff policy, there can obviously be improvement in the communication strategy from the
administration regarding its policy goals and there were signs late in the first quarter that officials realized their errors and
were working to communicate more directly, effectively and consistently with markets. Regardless of what actual tariff policy
ultimately looks like, improvement in communication of the administration’s policy goals will be a market positive and could
help end this pullback.

Turning to economic growth, while fears of a slowdown surged in the first quarter, economic data stayed mostly resilient.
Jobless claims remained subdued, measures of manufacturing and service activity showed continued expansion and the
unemployment rate remained historically low. Put simply, there was little in the actual data in QI to imply the economy is
weakening. If economic data stays solid throughout the second quarter, it will push back on those recession fears and could
help fuel a rebound in the markets.

On market valuation, the declines of the first quarter have resulted in the S&P 500 trading at a more reasonable valuation
compared to the start of the year, as extremely bullish investor sentiment has been replaced by a decidedly bearish outlook
(which has historically set the stage for a market rebound). Bottom line, the market was richly valued at the start of the year
and investor sentiment was complacent, but the volatility of the first quarter has removed both of those conditions and that
is a general positive for the markets.

Bottom line, the first quarter did contain several negative surprises for investors and we begin the second quarter with
significant uncertainty on trade policies and legitimate concerns about future economic growth. But there are also positive
factors at work that must be considered, including a still-resilient economy and looming positive economic policies such as
deregulation and potential tax cut extensions. So, despite depressed investor sentiment, the outlook for the economy and
markets is not universally negative.

Please do not hesitate to contact us with any questions, comments, or to schedule a portfolio review.

Sincerely,

SoundView Wealth Management at Morgan Stanley
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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.

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.

Morgan Stanley Wealth Management
2000 Westchester Avenue, Purchase, NY 10577-2530 USA

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.

This material contains forward looking statements and there can be no guarantees they will come to pass. The information and statistical data contained herein have been obtained from sources
believed to be reliable but in no way are guaranteed by Morgan Stanley as to accuracy or completeness. There is no guarantee that the investments mentioned will be in each client's portfolio.

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.

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.

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.

Because of their narrow focus, sector investments tend to be more volatile than investments that diversify across many sectors and companies

Growth investing does not guarantee a profit or eliminate risk. The stocks of these companies can have relatively high valuations. Because of these high valuations, an investment in a growth stock
can be more risky than an investment in a company with more modest growth expectations.

Value investing does not guarantee a profit or eliminate risk. Not all companies whose stocks are considered to be value stocks are able to turn their business around or successfully employ
corrective strategies which would result in stock prices that do not rise as initially expected.

Asset Allocation and Diversification do not guarantee a profit or protect against loss in a declining financial market.

Indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustration purposes only and do not show the performance of any specific investment. Reference to an
index does not imply that the portfolio will achieve return, volatility or other results similar to the index. The composition of an index may not reflect the manner in which a portfolio is
constructed in relation to expected or achieved returns, portfolio guidelines, restrictions, sectors, correlations, concentrations, volatility, or tracking error target, all of which are subject to change
over time.

For index, indicator and survey definitions referenced in this report please visit the following: https://www.morganstanley.com/wealthinvestmentsolutions/
wmir-definitions
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