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Pessimism is easy. Like a siren song, it sounds persuasive. Smart. Informed. Watching last evening’s
national news broadcast, the leading stories: racist shooting in Buffalo; religious / racist shooting in
California; war in Ukraine. All serious stuff. And tragic — particularly for those with a real connection. And
it’s right in front of us. It's the known problems. Blogger Jason Crawford writes, “If you very soberly,
wisely, prudently stick to the known and the proven, you will necessarily be pessimistic.”

Optimism is harder. Much harder. Try it. First, find a listening partner and spend 1 minute running
through the “big problems” — the reasons to be pessimistic. Likely some combustible mix of an unstable
world, inflation, political gridlock, and a lingering pandemic. Then spend another minute explaining why
those problems are transient over the arc of time. Why you’re optimistic. Harder, right? Quoting
Crawford, “Optimism often requires believing in the unknown, unspecified future breakthroughs —
which seems fanciful and naive.”

One of the toughest jobs in sports is taking over as head coach of a losing team. The team is
conditioned to lose, fans are apathetic, and talk radio heaps scorn. Losing stares the constituents in the
face. It's the present reality. All aware of the problems; unaware of the solutions. The coach must
change that mind-set, must create a new reality. Solutions must be enacted, requiring a belief that the
situation improves. And that incremental steps positively compound. The pessimist sees the roadblocks.
The optimistic coach figures out a way around (or over, or through).

Teachers seem imbued with optimism. Occasionally you encounter one that excels in pointing out the
obvious flaws — the problems front and center. But most teachers I've met don’t dwell on flaws. They
build a rolling vision of an improved future, and then lay the foundation, using each child’s strengths, to
work toward those futures. The best ones continually raise the bar. The problems increasing in intensity;
the solutions requiring more work. But that is how you forge an optimist. Those teachers instill a spirit
that problems are solvable, that progress is attainable. That choice and effort matter. That outcomes
don’t boil down to simply luck.

The investment world offers a stark contrast between the optimist and the pessimist. The optimist often
sounds like a Cassandra. The pessimist often sounds grounded. To be optimistic, one needs to confront
the current “problems” and offer a vision of a better future. And implied in that future vision are
breakthroughs that have yet to be achieved. Take the Covid vaccine. Historically it took years to develop
an effective vaccine, but those involved didn’t have years, they had months. Developers were forced to
employ new methods, and to re-think the vaccine evolution process. Governments had to construct new
approval processes and distribution networks. They had to educate a skeptical public. Pessimism was
“easy”. All you had to do was watch the rising death counts and the mounting economic toll. Pessimists
could lean on the dire situation in front of them; optimists had to conceive a yet unknown future.



PRIVATE WEALTH MANAGEMENT Morgan Stanley

Of course, optimism can also go overboard. Two examples come to mind: The dot-com crash in 2000
and the energy crash in 2015. In both cases, unbridled optimism caused a price crash, as wild
expectations that manifested itself in high stock prices outgrew what was realistically possible to
achieve. In the dot-com crash, it was optimism trumping the validity of business models. In the energy
crash in 2015 it was optimism forgetting that supply and demand are still crucial inputs when assessing
the prospects for commodity goods.

We manage your investment portfolios with a cautious optimism. We position assets to participate in
the long-term improvement of living standards, driven by economic growth, that we believe will in turn
result in rising asset prices. Long term optimism. But we also confront head on the challenges staring us,
and you, in the face. Particularly when those challenges appear large, as they do today. To a degree, we
do manage to “pessimism”. We encourage investors to hold enough cash to fund multiple years of
spending. We build fixed income into portfolios to help balance growth assets and provide liquidity. And
we diversify long-term holdings like equities, alternative investments, and real estate. Yes, we're
optimistic. But we’re cautious, not willing to be “all in”, particularly with client capital.

So as the talking heads on TV blather on about how bad the present is, try to keep in mind that betting
against long-term optimism has been a loser’s game. And flip-flopping between pessimism and
optimism likely leads to unforced errors that have big long-term effects (the effects of errors compound
too). We don’t know what the future holds. But as we carefully prepare for what lies ahead, we’re
optimistic as ever that beneficial progress will remain the trajectory, regardless of the dips, valleys, and
trenches that lie in its way. We’'ll take the hard road, not the easy one.
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Please note that the URL(s) or hyperlink(s) in this material is not to a Morgan Stanley Smith Barney LLC website. It was created, operated, and
maintained by a different entity. Morgan Stanley Smith Barney LLC is not implying an affiliation, sponsorship, endorsement with/of the third
party or that any monitoring is being done by Morgan Stanley of any information contained within the linked site; nor do we guarantee its
accuracy or completeness. Morgan Stanley is not responsible for the information contained on the third-party web site or the use of or inability
to use such site.

The information and data contained in this piece are from sources considered reliable, but their accuracy and completeness are not
guaranteed.

This illustration in this piece is hypothetical and shown for illustrative purposes only. The illustration is not intended to predict the returns of
any particular investment, which will fluctuate with market conditions. Actual results may differ from those depicted in the illustration. The
Burbank Hafeli Group at Morgan Stanley Private Wealth Management is focused on serving the investment and financial planning needs of the

founders of food, beverage, and consumer products companies and private equity and investment banking professionals.
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Mike Burbank was recognized as one of the Top 400 Advisors in the United States by the Financial Times in 2013 and 2014. Scott was also
recognized as one of the Top 400 Advisors in the United States by the Financial Times in 2015.

http://www.morganstanley.com/disclosures/awards-disclosure.html

Morgan Stanley Smith Barney LLC (“Morgan Stanley”), its affiliates and Morgan Stanley Financial Advisors or 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.

Asset allocation, diversification and rebalancing do not assure a profit or protect against loss. There may be a potential tax implication with a
rebalancing strategy. Please consult your tax advisor before implementing such a strategy.

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.

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 particular 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.

Any type of continuous or periodic investment plan does not assure a profit and does not protect against loss in declining markets. Since such a
plan involves continuous investment in securities regardless of fluctuating price levels of such securities, the investor should consider his
financial ability to continue his purchases through periods of low-price levels.

S&P 500 Index is an unmanaged, market value-weighted index of 500 stocks generally representative of the broad stock market. An investment
cannot be made directly in a market index.

Bonds rated below investment grade may have speculative characteristics and present significant risks beyond those of other securities, including
greater credit risk and price volatility in the secondary market. Investors should be careful to consider these risks alongside their individual
circumstances, objectives, and risk tolerance before investing in high-yield bonds. High yield bonds should comprise only a limited portion of a
balanced portfolio.

Bonds are subject to interest rate risk. When interest rates rise, bond prices fall; generally, the longer a bond's maturity, the more sensitive it is
to this risk. Bonds may also be subject to call risk, which is the risk that the issuer will redeem the debt at its option, fully or partially, before the
scheduled maturity date. The market value of debt instruments may fluctuate, and proceeds from sales prior to maturity may be more or less
than the amount originally invested or the maturity value due to changes in market conditions or changes in the credit quality of the issuer.

Bonds are subject to the credit risk of the issuer. This is the risk that the issuer might be unable to make interest and/or principal payments on a
timely basis. Bonds are also subject to reinvestment risk, which is the risk that principal and/or interest payments from a given investment may
be reinvested at a lower interest rate.

Morgan Stanley Private Wealth Management, a division of Morgan Stanley Smith Barney LLC. Member SIPC.
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