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With the post-Liberation Day equity rally in full swing as the calendar turned toward
the seasonally weak months of September and October, many investors were bracing
for meaningful consolidation (a market pullback) that has yet to materialize. In fact, on
the back of better-than-expected economic growth, positive earnings revisions and
renewed Federal Reserve easing, the market finished up nicely in September and is
currently dancing around all-time highs.

As has been the case for much of the year, valuations have not been an impediment
and continue to be stretched. Likewise, shifting geopolitics has not increased risk
premiums. And despite handwringing over labor market softening, equity market
performance has broadened, indicating more confidence in growth acceleration.

But as the US equity bull market approaches its three-year anniversary, it’s hard not to
still see it as a boom driven by a one-note narrative — far from current debates about
employment, inflation, and monetary policy. While most bullish outlooks are premised
on economic reacceleration, it’s difficult to ignore the market’s reliance on Al capital
spending. We can try to focus on economic broadening, but this bull market still
depends on its GenAl foundation. And remember, when markets are priced for
perfection, there is little room for disappointment.

I’'m not ringing the alarm. I’'m not suggesting investors abandon stocks. Quite the
contrary. My message remains the same - this is not a time for complacency and it is
not a time to layer on additional concentrated risk. It is a time to be mindful of your
asset allocation (rebalance?), liquidity position (have enough cash to meet lifestyle
needs?), and overall tolerance for short-term downside (are you emotionally prepared
for a market correction?).
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As I've written ad nauseum, don’t forget the recent panic around tariffs that ensued
back in April of this year. The market correction was fast and steep. Many investors
were unnerved and sold into the weakness — a cardinal sin. Prepare for the next
possible storm now, as our human nature works to erase the memory of what’s just
happened. There will undoubtedly be other crises, real and imagined, triggering
episodes of mass panic. We must continue our efforts to desensitize and avoid
responding 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.

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.

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

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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