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At the end of March, | wrote a brief titled “Chaos” — in which | described the near-
perfect chaotic economic, financial, political, and geopolitical conditions. Volatility had
spiked and markets were beginning to correct.

Since then, investors have been quick to embrace hopes for an Iran war peace deal
and stocks have more than fully retraced the recent drawdown — with equity indexes
rebounding to new all-time highs.

While much of the action has come from short covering and repositioning by
systematic strategies, accelerating retail participation amid improving market
technicals likely reflects an interpretation of current conditions as “transitory”.

Given last year’s misplaced caution around tariffs, | understand investors’ impulse. It is
certainly possible that 2026 will be a repeat, as current market pricing seems to
suggest. But it’s also possible that the market has moved too quickly from “event risk”
to “all clear”. With all US stock indexes at new highs, and with credit spreads back to
pre-war levels, one might assume that nothing long-lasting has occurred. It’s hard for
me to be in that camp.

Investors shouldn’t ignore the war’s long-lasting, structural impacts on risk premiums
and valuations. Warfare is no longer conventional but dominated by autonomous and
easily manufactured weapons, transforming global power balances. There’s been a
definitive break in transatlantic relationships and global institutions’ roles. We're also
witnessing the emerging importance of resource nationalism, amplifying the
significance of national self-sufficiency, bilateral access, and strategic reserves.
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In the near-term, bullish investors are betting on the potential for tech-driven
productivity gains to forcefully offset geopolitical and economic headwinds. While
that’s certainly possible, it’s difficult to predict right now. With that said, is it ever easy
to predict? If anything, what the last month or so has reminded me is that even if you
knew what the news headlines will be in advance (an extended conflict between the
US and Iran along with the chaos unleashed by the closure of the Strait of Hormuz),
you can’t accurately predict how the market will respond (weakening temporarily only
to go on and set new all-time highs?).

All this further supports the concept of maintaining sufficient lifestyle liquidity and
staying invested during times of uncertainty.

We're always here to answer your questions or address your concerns.

Best,

Ben
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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.

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.

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 investments and strategies and encourages investors to seek
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investor’s individual circumstances and objectives.
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do not provide tax or legal advice. Clients should consult their tax advisor for matters involving taxation and tax
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Diversification/Asset Allocation does not guarantee a profit or protect against loss in a declining financial market.

Equity securities may fluctuate in response to news on companies, industries, market conditions and the general
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Indices are unmanaged. An investor cannot invest directly in an index.

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



https://www.morganstanley.com/weatlh-investmentsolutions/wmir-definitions

