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Markets are trading near all-time highs while volatility has been relatively benign as of 
late. I guess stock investors have moved on from concerns about the impact of tariffs 
on growth and inflation, while historically high valuations don’t seem to be a cause for 
worry. 
 

Several assertions seem to be at the core of equity market confidence: that recent 
tariff proclamations are just negotiation starters; that legal challenges will render 
certain deals moot; that inflation pass-throughs will ultimately be modest; and that 
corporate profit-margin absorption will be offset by productivity-related gains.  
 

I acknowledge that economic and earnings results have been better than initially 
feared back in April, and inflation has remained in check (for now), but it seems 
premature to declare victory on tariff impacts. 
 

Beyond it being too early to assess tariff impacts, my general view of things is one of 
caution, as equity investor complacency is high and valuations appear to be stretched. 
Those two variables create a potential backdrop where any news that catches 
investors off guard could result in market weakness.  
 

Let’s not forget the panic that ensued in April. The market correction was fast and 
steep. We should be actively preparing for the next panic storm now, as our human 
nature will work to erase the memory of what’s just happened. There will be other 
crises – real and imagined – triggering episodes of mass panic. But we can and must 
redouble our efforts to desensitize and avoid responding to the panic impulse.  
 

Best, 

Ben 
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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.  
 

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 
the advice of a Financial Advisor. The appropriateness of a particular investment or strategy will depend on an 
investor’s individual circumstances and objectives. 
 

Morgan Stanley Smith Barney LLC (“Morgan Stanley”), its affiliates and Morgan Stanley Private Wealth Advisors 
do not provide tax or legal advice. Clients should consult their tax advisor for matters involving taxation and tax 
planning and their attorney for matters involving trust and estate planning and other legal matters. 
 
Diversification/Asset Allocation does not guarantee a profit or protect against loss in a declining financial market. 
 

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

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 eliminate their dividends without notice. 
 
Rebalancing does not protect against a loss in declining financial markets. There may be a potential tax 
implication with a rebalancing strategy. Investors should consult with their tax advisor before implementing such a 
strategy. 
 
Tax-loss harvesting. IRS rules stipulate that if a security is sold by an investor at a tax loss, the tax loss will not be 
currently usable if the investor has acquired (or has entered into a contract or option on) the same or substantially 
identical securities 30 days before or after the sale that generated the loss.  This so-called “wash sale” rule is 
applied with respect to all of the investor’s transactions across all accounts. 
 

The Standard & Poor’s (S&P) 500 Index tracks the performance of 500 widely held, large capitalization US stocks. 
An investment cannot be made directly in a market index. 
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