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To Our Clients,

Major stock indices continued the 2025 rally and surged to new all-time highs in the third quarter as economic growth
remained stable, tariff increases were no worse than feared and the Federal Reserve cut interest rates, beginning the long-
awaited rate-cutting cycle.

Q3 Review

Markets started the third quarter with a continuation of the year-to-date rally thanks, initially, to the passage of the One Big
Beautiful Bill Act in early July. This legislation contained several pieces of economic stimulus including making the 2017 tax
cuts permanent, reintroducing accelerated depreciation and committing billions to the development of domestic industries,
providing the markets and the economy with a fresh dose of fiscal stimulus. But while that was the first positive market
event in July, it was not the last. Second-quarter corporate earnings results (released in mid-July) were stronger than
expected and importantly showed no significant signs that tariffs or policy uncertainty were weighing on results. Finally, in
mid-to-late July, the Trump administration announced trade agreements with some of the largest U.S. trading partners
including the EU, Japan and South Korea, while the U.S. and China agreed to extend their trade “truce” as the two sides
negotiated toward a larger trade agreement. These trade “deals” reduced investor anxiety stemming from the re-imposition
of reciprocal tariffs in early August and lowered trade-related concerns among investors. These factors, along with stable
economic and inflation readings, helped to push the S&P 500 steadily higher.

The beginning of August brought an economic surprise, however, that temporarily paused the rally in stocks. The July jobs
report, released on August Ist, was much weaker than expected, not just because job growth in July disappointed but also
because there were substantial negative revisions to the May and June reports. The underwhelming employment data
introduced the idea that the labor market was weaker than expected and that did slightly increase economic slowdown
risks. However, the soft employment data also boosted expectations for a Fed rate cut, and at the Jackson Hole Economic
Symposium Fed Chair Powell strongly hinted that a rate cut was coming at the September Fed meeting. Rising rate cut
hopes helped to offset the underwhelming employment data and stocks ultimately continued their advance.

The rally accelerated in September despite growing signs that the labor market is indeed seeing some deterioration. The
August jobs report was another underwhelming print showing just 22,000 jobs added that month, well below the consensus
estimate. But like in August, the expectation for Fed rate cuts helped offset that negative employment report and the Fed
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did cut interest rates at the September meeting. Equally as importantly, Fed members signaled they expected two more rate
cuts this year via the “dot plot.” The start of a Fed rate-cutting cycle, which should support the economy, combined with
strong Al-related tech stock earnings to send stocks higher and major U.S. stock indices all hit new all-time highs following
that Fed rate cut, capping a moderate increase in September.

In sum, the third quarter was resoundingly positive for the U.S. economy and markets as economic data showed solid
growth, inflation readings stayed mostly stable, the Fed cut interest rates, the U.S. reached trade agreements with major
trading partners and Al-linked tech companies continued to produce better-than-expected earnings. Given these positives,
major U.S. stock indices rallied solidly in the third quarter, just as they should have given this news.

Q4 Market Outlook

Markets begin the final quarter of 2025 in a decidedly positive macroeconomic environment as the Fed is cutting interest
rates, tariffs have not disrupted the U.S. economy (so far), broader economic growth remains stable and investment
enthusiasm for Al-linked tech stocks remains high. Those factors propelled stocks steadily higher throughout the third
quarter, added to already-solid year-to-date gains for major U.S. stock indices and boosted investor enthusiasm.

However, while the current macroeconomic setup is positive, it should not be confused with a riskless environment and
continued gains in stocks are not inevitable. And as always, there are risks to the markets and economy we must monitor.

First, the labor market is deteriorating and that is an economic risk that needs to be monitored closely. Numerous
employment indicators, in addition to the monthly jobs report, are signaling a loss of momentum. For now, they are not at
levels that would increase concerns about overall U.S. economic growth, but if we see the unemployment rate continue to
rise, investors will become more concerned about the state of the U.S. economy and that could be an unexpected negative
influence on the markets, as an economic slowdown is not currently anticipated by investors or analysts.

Additionally, inflation remains stubbornly high. Headline CPI remains just under 3.0%, solidly above the Fed’s 2.0% target.
Meanwhile, tariffs are now starting to impact broader parts of the U.S. economy and while analysts generally believe tariffs
will produce only a one-time price increase and not create broader inflation, that outcome remains uncertain. Bottom line,
there is a chance that tariffs further boost inflation in the fourth quarter and that could result in the Fed having to
reconsider future rate cuts, which would produce a negative surprise.

Staying on tariffs, there remains substantial policy uncertainty with regard to trade and tariff policy. The Supreme Court will
hear arguments on most reciprocal tariffs in November and if the Supreme Court upholds the lower court ruling invalidating
tariffs, it could cause market volatility. While the removal of tariffs may initially boost stocks, it will also extend broader
policy uncertainty, as the administration will likely try to reimpose tariffs using different legislation. Bottom line, markets
embrace clarity and the longer trade policy uncertainty exists, the greater the chance that it becomes a headwind on
growth.

Finally, Al and tech enthusiasm has driven the valuation of the S&P 500 to a historically high level. While elevated valuation,
by itself, isn’t a negative influence on stocks, the high valuation does underscore this reality: A lot of profit growth is priced
into the largest tech stocks and if Al-related capital expenditures from major tech firms begin to decline or Al adoption
disappoints investor expectations, it could be a substantial surprise negative for markets.

In sum, the macroeconomic environment is currently positive as the economy and markets are benefiting from rate cuts,
fiscal stimulus (via the One Big Beautiful Bill Act) and continued investor enthusiasm for Al-linked tech stocks. But we also
recognize that risks remain on the periphery of both the markets and the economy.
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Please do not hesitate to contact us with any questions, comments, or to schedule a portfolio review.
Sincerely,

SoundView Wealth Management at Morgan Stanley

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.

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,
(i) governmental programs and policies, (i) 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.

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.
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Morgan Stanley Smith Barney LLC. Member SIPC.
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