Morgan Stanley

WEALTH MANAGEMENT

SoundView Wealth Management
Q4 2024 and 2025 Market Outlook

To Our Clients,

The S&P 500 rose to an all-time high in the fourth quarter and extended 2024 gains as the election results raised
expectations for tax cuts and other pro-growth policies in 2025, while the economy remained on solid footing and the Fed
continued to cut interest rates. The S&P 500 logged a modestly positive return for the fourth quarter and an annual return
greater than 20% for the second straight year!.

Q4 And Full-Year 2024 Performance Review

While the fourth quarter was positive for most of the market, it didn’t start that way as anxiety over the election and an
increased focus on the fiscal state of the U.S. weighed on sentiment in October. Presidential polls tightened materially in
October and left the race too close to call, increasing political and policy uncertainty. Additionally, much of the financial
media’s focus in October was on the potentially negative fiscal consequences of both candidates’ policies. Specifically, a Wall
Street Journal article focused on possible large future increases in the deficit and national debt that could cripple future
economic growth. Those fiscal concerns, along with stronger-than-expected economic data, pushed Treasury yields higher
and the 10-year Treasury yield rose from 3.75% at the start of October to over 4.20% by Halloween. That rise in yields

combined with political and policy uncertainty pressured stocks and the S&P 500 finished October with a modest decline,
falling 0.9 1%2.

Those headwinds on stocks were short-lived, however, as Donald Trump convincingly won re-election while Republicans
took control of both houses of Congress, completing a “Red Sweep.” Reminiscent of 2016, the Trump and Republican
victories proved to be bullish catalysts as investors embraced the idea of future tax cuts, deregulation and a pro-business
administration. That helped the S&P 500 rise above 6,000 for the first time. Shortly following the election, however,
investors were reminded of the volatile nature of a Trump presidency, as the president-elect nominated several unorthodox
supporters to prominent cabinet positions. These surprises caused investors to contemplate policy risks to the pro-growth
agenda and stocks dipped mid-month. However, the withdrawal of Attorney General nominee Matt Gaetz and the
nomination of Scott Bessent as Treasury Secretary helped to calm investor nerves about the president-elect’s cabinet and
stocks resumed their rally in late November and closed the month near all-time highs.

" https://ycharts.com/indices/%5ESPXTR
2 https://www.cnbc.com/quotes/US 1 0Y

SoundView Wealth Management at Morgan Stanley
Morgan Stanley Wealth Management
2 Jericho Plaza | Jericho, NY 11753
Direct: 516 336 0700
https://advisor.morganstanley.com/soundview-wealth-management


https://advisor.morganstanley.com/soundview-wealth-management

Morgan Stanley

WEALTH MANAGEMENT

In December, renewed focus on the potential economic benefits of an incoming Trump administration combined with the
“Goldilocks” economic environment of solid growth and continued Fed rate cuts to send the S&P 500 to yet another all-
time high near 6,100. However, that rally stalled mid-month as President-elect Trump doubled down on his support for
other unorthodox cabinet nominations and lobbed tariff threats at major trade partners including Canada, Mexico and
China. Market volatility increased as the Federal Reserve cut interest rates at the December meeting but also reduced the
number of expected cuts in 2025 to just two (from four).

In sum, 2024 was a very strong year for the broad markets as the Fed seemingly achieved a soft economic landing and
aggressively cut interest rates, while foreign and domestic political risks and drama failed to derail the rally.

Q1 and 2025 Market Outlook

Markets begin 2025 with great expectations as anticipation of tax cuts and pro-business deregulation, a continued economic
soft landing and ongoing Fed rate cuts helped propel stocks higher throughout 2024.

Starting with politics, investors are eagerly awaiting the implementation of pro-growth policies from the Republican
Congress and Trump administration, which includes an extension of the 2016 Tax Cuts and Jobs Act and possible additional
corporate and personal tax cuts, along with sweeping deregulation. If executed, those policies could result in increased
corporate earnings, personal incomes and spending (all of which are positive for stocks).

On growth, the Federal Reserve appears to have achieved the elusive economic soft landing, as economic activity is solid,
unemployment is historically low and inflation has declined substantially. That allowed the Federal Reserve to aggressively
cut interest rates in 2024 and investors expect rate cuts to continue in 2025 and to further support continued economic
growth.

Finally, geopolitical tensions remained high in 2024 but investors finished the year with hopes for progress on ceasefire
agreements between Israel and its antagonists (Hamas and Hezbollah) and between Russia and Ukraine.

And, if all these expectations are realized, we could all expect another strong year of returns in the markets.

However, as we all know, nothing in the markets is guaranteed and while the outlook is positive as we begin 2025, there are
significant risks to the outlook we must acknowledge.

Politically, Republicans hold small majorities in the House and Senate and large, complicated tax cut bills could easily be
delayed (or derailed). Additionally, while investors have focused on potential positives of pro-growth policies, increased
trade tensions and possible tariffs could create unanticipated market and economic headwinds.

On growth, the economy remains in a “sweet spot” with solid, but not spectacular, growth and the Fed can claim a soft
landing has been achieved. However, growth can still slow as rates remain historically high and elevated stock valuations
imply complacency in the markets regarding the possibility of an economic slowdown.

Geopolitically, while hope for progress on resolution of major global conflicts is high, nothing is guaranteed and the
possibility exists that both conflicts spread in 2025.

Finally, global bond markets are expected to have a bigger influence on stock returns in 2025 and if bond investors think
aggressive tax cuts or fiscal spending will dramatically increase the deficit or national debt, bond yields will rise and present a
headwind on stocks (as we saw in 2022).
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Bottom line, while the outlook for markets is positive as we start the year, we won’t allow that to create a sense of
complacency because as the past several years have shown, markets and the economy don’t always perform according to
Wall Street’s expectations.

As such, while we are prepared for the positive outcome currently expected by investors, we are also focused on managing
both risk and return potential because the past several years demonstrated that a well-planned, long-term focused and
diversified financial plan can withstand virtually any market surprise and related bout of volatility, including multi-decade
highs in inflation, historic Fed rate hikes, and geopolitical unrest.

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.

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.
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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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