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To Our Clients,

The 2023 rally continued in the first quarter of 2024 as a positive combination of stable economic growth, falling inflation,
impending Fed rate cuts and ever-growing enthusiasm towards artificial intelligence (Al) propelled stocks higher.

QIl Review

The year began with a modest uptick in volatility, as traders and investors initially booked profits following the strong 2023
gains. However, those initially small declines intensified shortly after the start of the year when the December Consumer
Price Index, an important inflation indicator, declined less than expected. That reading challenged the idea that inflation was
quickly falling towards the Fed’s 2.0% target and caused investors to delay the expected date of the first Fed rate cut, as
expectations for that first cut moved from March to June. Then, in late January, the Federal Reserve clearly signaled that rate
hikes were over and strongly hinted that rate cuts would occur in the coming months.

The rally continued and accelerated in February as fears of a potential rebound in inflation subsided. Inflation metrics
released in February largely met expectations and importantly did not imply that inflation was reaccelerating. As such,
investor expectations for a June rate cut were strengthened and that helped stocks extend the year-to-date gains. Those
results further fueled investors’ Al enthusiasm and large-cap tech stocks powered the S&P 500 higher into month-end as the
index hit a new record high above 5,000.

The final month of the quarter saw even more gains, aided by familiar factors such as solid economic growth, generally as-
expected inflation data, Al enthusiasm and bullish Fed guidance. Broadly speaking, economic and inflation data largely met
expectations in March and continued to point towards stable growth and (slowly) falling inflation. Then, in mid-March,
updated Federal Reserve interest rate projections still pointed towards three rate cuts in 2024, further reinforcing investor
expectations for a June rate cut. Those positive factors combined with additional strong Al-related earnings pushed markets
broadly higher ending March with strong gains.

In sum, the 2023 rally continued and accelerated in the first quarter of 2024 thanks to positive news flow that implied stable
growth (no recession), still falling inflation, looming Fed rate cuts and continued Al enthusiasm and those factors propelled
the S&P 500 to new all-time highs.
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Q2 Market Outlook

We begin the second quarter in the midst of a positive macroeconomic environment as growth appears stable, inflation is
still falling, the Fed is likely going to deliver the first rate cut in four years and Al enthusiasm keeps earnings estimates high.
But while this is undoubtedly a favorable set up, the strong rally of the last six months has left the S&P 500 at previously
historically unsustainable valuations while investor and analyst sentiment is very bullish and, potentially, complacent. So, while
the outlook is currently positive, it’s essential we continue to monitor the macroeconomic horizon for risks because at
current stretched valuations and with sentiment very bullish, the market is vulnerable to a negative surprise.

Specifically, while it’s true that economic growth has remained resilient in the face of higher rates, some data is pointing to a
loss of momentum. Retail sales missed expectations in January and February while the unemployment rate jumped to the
highest level since 2022 during the first quarter. Neither number warrants concern about the economy right now, but both
serve as a reminder to watch data closely as a continued economic expansion is not guaranteed.

The scourge of Inflation, meanwhile, is still retreating but the pace of that decline has slowed meaningfully. Core CPI, one of
the Fed’s preferred measures of inflation, has barely declined over the past several months as it sat at 4.0% y/y in October
and in February was just 3.8% y/y. Meanwhile, other anecdotal indicators of inflation have hinted at a rebound in prices. If
inflation bounces back that will reduce the number of Fed rate cuts in 2024 and that disappointment could pressure stocks
and bonds.

To that point, markets fully expect a June rate cut from the Fed and three rate cuts in 2024 and that assumption was central
to the first-quarter rally. However, those rates cuts are not guaranteed and if the Fed does not cut as aggressively as
markets expect, that will result in disappointment and a potential decline in stocks and bonds.

Finally, investor enthusiasm towards the potential for artificial intelligence remains a critical part of the bull market and
strong earnings furthered investors’ hopes that Al integration will lead to a profitability and earnings boom, not just for tech
companies, but for the entire market. However, that’s also not guaranteed and so far, Al integration has produced a lot of
flashy headlines but not a lot of profit maximization for non-tech industries. If Al fails to broadly boost profits and demand
declines, that will be a significant negative for this market.

Bottom line, this historic rally is currently supported by positive fundamentals. But we cannot let the currently positive set
up blind us to risks and that’s why, while we are pleased with the market performance, we are also focused on managing
both reward and risk in portfolios, because despite the strong performance this market remains vulnerable to negative news.

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
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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.

Not all products and services may be available to persons living outside of the United States.

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.

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, (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.

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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