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In January | wrote a brief titled “A Time for Managing Expectations”, as the broad
equity market had completed its third straight year of double-digit returns, driven by a
strong economy and increased corporate earnings. It didn’t seem reasonable to think
the market would go on indefinitely compounding the way it had been. Many
investors were starting to fear that the market has gotten ahead of itself, as evidenced
by stretched valuations. Since valuations have never proven to be a reliable timing
tool — we encouraged clients to just “keep on keeping on” with their plan.

Here we are in March (time flies), and things have really heated up following the US
attacks on Iran. But even though geopolitical risk metrics are the most elevated in
decades, the S&P 500 is still trading close to all-time highs. While market resilience
may be rational, we warn investors not to be complacent about the realities of this
complex situation. There are economic casualties in war, and this one will be no
exception. Markets need to price that. With that said, we need to ground ourselves in
common sense and remember that we can’t time, predict, or control the outcome of
current events —it’s a fool’s errand.

I'll remind you of some basic truths:

Nobody knows how or when this chaos will abate, but

you should have a long-term plan ideally suited to help meet your goals;
that plan has worked in the long run, and therefore,

since the economy can’t be forecast nor the market timed,

our best course is to just ride this out together.
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That last one tends to frustrate people. Why? Because it doesn’t involve immediate
action that might make their unsettled feelings go away. People want to “do
something” and they think if they “do something”, they’ll feel better. That
“something” usually involves selling stocks.

They might feel better in the short run, especially if markets continue to weaken
temporarily. But then they’re faced with the impossible task of timing when to get
back in. Chances are they’ll get it wrong — thus interrupting their long-term
compounding. That interruption can be permanent. The market is inviting you to
make that big mistake. Please consider declining the invitation.

| understand there might be a voice whispering in your ear those four dangerous
words in investing: “This time is different”. And narrowly speaking, it is. Just in the first
quarter of this century there have been four vastly different and quite terrible bear
markets.

The current chaos is surely different from all those very real crises, as all of them were
different from each other. All crises are different. But they haven’t been anywhere
different enough to completely derail the relentless growth of innovation and
productivity by leading companies.

Without objective evidence, | think it’s fair to assume that long-term investors who
heeded to the whispering voice, and sold into any of those major declines, regretted
that decision bitterly, and for a long time. Also, without objective proof, because there
are no facts about the future, and because past performance is no guarantee of future
results, | suggest this time probably won’t be importantly different in the long run.

It may be difficult to accept this thesis. You wouldn’t be human if you weren’t feeling
fear. But feeling fear and then acting on it, thus making what has historically proven to
be a big mistake, are two completely different things. Helping investors separate the
two is our job — a job we take very seriously.

We're always here to answer your questions or address your concerns. Thank you for
being our clients. It is a privilege to serve you.

Best,

Ben



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.

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.

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.

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
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