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April 2, 2025 was deemed “Liberation Day”. That day, all hell broke loose. What
ensued was one of the greatest panic attacks I've witnessed in such a brief period.
Only COVID, the Lehman bankruptcy and Black Monday 1987 come anywhere close.

By now you know that “losses” generated by this catastrophe were fully made up in
about six weeks. The tragedy of panic may be nearing completion.

It’s likely (if history is our guide) that the market will eventually close at a new all-time
high level. Everyone that sold in a panic during the downdraft of 2025 for any
“reason” — and is still holding the sale proceeds in cash — will be under water. At that
point, the tariff tantrum will become the seventh “end of the world” event just in the
last quarter century.

It’s important to note how thoroughly (in this case quickly) “investors” who lose faith
can be negatively impacted, and how meaningless were the words and commentary
to which we were subjected to along the way. Everyone spent weeks in vain trying to
analyze and model the possible effects of tariff proposals that changed from day to
day, only to be postponed. Time and energy were wasted on the unknowable.

Why? Because investors allowed themselves to be drawn into conversations about
variables which they could neither predict nor control. And in doing so turned their
backs on all the history and logic that went into the formulation of a long-term
financial plan. Current events again proved to be toxic.
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None of this is meant to suggest that all is well and only rainbows will follow. The
market is still characterized by overconcentration and stretched valuations. The irony
is the panic-driven correction in the interim had nothing to do with concentration,
valuation, or any other financial metric. It was entirely manmade. But even that fact is
irrelevant to the practice of Behavioral Investment Counseling. The precipitant of the
panic never matters; only the human nature manifesting in the panic itself. For the
Tariff Tantrum was — as the Corona Crash had been five years earlier — a study in mob
psychology. When mass hysteria takes hold, in both directions, the facts cease to
matter.

What matters moving forward is how we elect to respond. We must always tread
water intellectually and calmly guide ourselves back to the soundness of our financial
plan. We should start actively preparing for the next panic storm now, particularly as
the equity market continues to right itself, 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 ourselves to the panic impulse.

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.

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.



