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Ready...Shoot...Aim [From Rick]

When | reflect on the investment year just passed, a phrase I've mentioned to clients during all

of 2025 comes to mind. It's “Ready, Shoot, Aim!”.

Seems to me to be an accurate description of a year full of headlines, political uncertainty and a
series of initiatives undertaken by the U.S. Executive Branch that, in full, didn’t have a lot of
impact to detract what ended up as a third good year running for the U.S. Standard and Poors’
500 stock index, which posted a total return of 16.4% for the calendar year. ' 3

Indeed, the various headlines, tweets and social media posts thru the year bring me back to our
four investment principles, mentioned below...paying special attention to the third.
Here are our team’s Four Investment Principles. We adhere to these over a full market cycle.

¢ Respect the Primary Trend

e Price Ultimately Follows Earnings
e Separate News from Noise

¢ Remain Tactical

So what are our thoughts and matters to pay attention to as we enter 20267

First, corporate profit expectations. Michael Wilson, Morgan Stanley Chief Equity Strategist,
broke down the anticipated earnings per share growth in 2026 by the various sectors of the
economy, below. ?

THE COLUMBIA SHORES GROUP AT MORGAN STANLEY JANUARY, 2026 COMMENTARY



Morgan Stanley

Exhibit 6: Forward 12-Month Growth Expected to be Driven by
a Broad Range of Sectors

S&P 600 (Small Cap) Sector Fwd. 12M EPS Growth
Consumer Discretionary 38%
Materials 30%
Communication Services 19%
Health Care 17%
Financials 15%
Industrials 10%
Information Technology 9%
Real Estate 7%
Energy 5%
Utilities -3%
Consumer Staples -8%

Source: Fact3et, Morgan Stanley Research.

This ties in with our 2" principal, “Price Ultimately Follows Earnings.”

Another Morgan Stanley Strategist, Lisa Shalett, Chief Investment Officer, Morgan Stanley Wealth
Management, speaks to what she calls “Deconcentrating” in a commentary on January 12" a
portion quoted below. 3

“No one can claim that 2025 delivered unimpressive results for investors, with the S&P 500
Index’s 16.4% price return marking the third consecutive year of double-digit gains. The most
impressive aspect of US equity performance was the historic, 40%-plus post-Liberation Day rally,
driven by the generative Al (GenAl) capex boom and consumer resilience despite tariffs and a
weaker job market. With all that to marvel at, expected prospects for 2026, featuring a stimulus
triumvirate—Federal Reserve easing, fiscal transfers from tax reform and deregulation for
financial and energy companies—have produced a near-unanimous consensus for another good
year, with economic growth improving and returns broadening beyond the megacap tech leaders.”

-The GIC Weekly, January 12, 2026

This ties into our team’s first principal, “Respect the Primary Trend’. We believe a new Bull Market
for US Stocks began in 2023, after 2022’s results when both US stocks and bonds suffered double
digit declines due, in part, to the Federal Reserve’s rapid increase in interest rates. *

One factor that | believe could contribute, over time, to equity returns is the amount of Money
Market Funds in total, which now exceeds $7.7 Trillion Dollars.® In my view, the Federal Reserve’s
continued easing of interest rates may well cause the savings rate return to drop correspondingly.
We have seen this over the past couple of years. Certainly, savers had an opportunity to earn
higher returns on savings and money market investments post-2022, likely, for many, the first
time in more than ten years where savings offered returns in excess of inflation.
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At what point, as returns on savings potentially decline, does the savings return currently available
force investors to make reallocation decisions to investments, they believe, could produce higher
returns? And where might those funds go when reallocated? For perspective, total assets in
money markets have more than doubled since the $3 Trillion reported 1Q 2018.°
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-Federal Reserve Bank of St. Louis, January, 2026

In short, | believe 2026 could be another good year for the investment markets. Rising
corporate profits, falling interest rates, potential transfer of savings assets into longer term
investments, deregulation and continued consumer confidence would be my major factors to
monitor.

In my 40+ years in the investment profession, nothing is certain, of course, and short term
corrections can occur at any time. We remain disciplined and diligent and stay true to our four
investment principles, informed also by the financial planning work that my colleague Jack
prepares with clients, which helps support ongoing decision-making over time.

Coming next are comments from Jack, Sam and Will, framing each of their team responsibilities
for you.

Rick Grimshaw CPM CIMA, Executive Director, Senior Portfolio Management Director

Financial Planning Update [from Jack]

We strive to offer comprehensive wealth management services designed to help address a
broad range of your financial needs. One of the most critical components of those offerings is
financial planning. But for many of our clients, financial planning is more than the plan
document- it can include ongoing conversations and support throughout one’s long-term
investing journey.

Multiple studies have looked at the investment advice space to try and quantify the potential
value investors may receive from working with a wealth management team. In Morningstar’s
“Alpha, Beta, and Now... Gamma” study, the authors quantified the additional value achieved by
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making informed financial planning decisions. They concluded that an advisor could add up to
22.6% more retirement income in their base case.” This is achieved through four key areas
where individuals and families can benefit from working with a wealth management advisory
team. In a study by Russell Investments, they define these areas as asset allocation,
behavioral coaching, customized family wealth planning, and tax-smart planning and investing. &

Asset allocation is the mix of your investments between various asset classes, such as stocks,
bonds, cash and alternatives. According to the American Association of Individual investors, a
self-directed investor is likely to keep about 20% of a balanced portfolio in cash. Over long
periods of time, holding elevated cash allocations may reduce long-term potential compared to
staying invested depending on market conditions. By reviewing and adjusting asset allocation
based on a financial plan, our Team aims to help position portfolios for potential market
opportunities while aligning the asset allocation to the individual or family risk tolerance and
financial goals.

Behavioral coaching can be an important role financial advisors play for clients. In being a
rational third party, advisors can help clients make more disciplined decisions aligned to their
long-term financial goals. For instance, missing the US Standard and Poors’ S&P 500 index
returns on the best 15 best days in the past 46 years would have reduced your return 3.1% per
year. And research shows the best days tend to happen during the worst and most volatile
times in the market. Looking back to 2025, the best day in the market was April 9", which saw
the S&P 500 Index rise 9.5% in a single day. ° This was the third best day in the Index’s history,
going back to 1957 °. In the five trading days prior to April 9™, the SP500 dropped ~13%. This
highlights how volatile periods can influencet long term performance. It is our Team’s opinion
that behavioral coaching is one of the most meaningful parts of how we support clients.

WEALTH MANAGEMENT Morgan Stanley

Market Timing Can Be a Costly Strategy

Market timing is difficult for any investor. What’s more, it runs the risk of missing out on the market’s best
days, which are crucial for long-run returns

THE BEST DAYS OFTEN HAPPEN DURING THE WORST TIMES? STAY INVESTED TO ENSURE YOU DON’T MISS BEST DAYS?

S&P 500 TOTAL RETURNS IN 2020 ANNUALIZED TOTAL RETURN OF S&P S00 SINCE 1990 AS OF JANUARY 9, 2026
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security or other financ ial instrunent or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material.
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Customized family wealth management services cover a whole host of additional factors that
extend beyond investment management. These services include financial planning, wealth
education, retirement income planning, philanthropy and charitable giving, cash management,
and trust services. Our clients have needs that extend beyond stocks and bonds, and by
working with the Columbia Shores Group, you have access to a wider breadth of services that
can help support your financial goals that go beyond the numbers.

Tax-aware investing is becoming a key component of what we do. Our team focuses on finding
ways to evaluate portfolio construction with the goal of seeking to help manage the impact of
taxes on net returns. This may include where appropriate tax loss harvesting, asset location of
investments, efficient investment vehicles, and looking for tax advantaged income in the form of
tax-exempt interest and qualified dividends. According to Morgan Stanley’s Global Investment
Office, these benefits can result in up to 1.6% in added after-tax return per year over a 20-year
time horizon.'® These strategies differ in their effectiveness and appropriateness depending on
the client, however we strongly believe they should be included in the conversation of every
investment decision for suitable clients.

In conclusion, we aim to support clients through both the investment process and their broader
planning objectives. We believe that by educating our clients, our team equips them to make
informed financial planning decisions while providing customized portfolio strategies aligned
with their goals and needs.

Jack Jagla CFP, First Vice President, Financial Planning Specialist

Fixed Income Strategy [From Sam]

2025 saw the fixed income markets return to normalized yield curves and the Bloomberg US
Aggregate Bond Index finish with a 7.19% total return '. In December 2025, the US Federal
Reserve Board announced the 3™ 25 basis point reduction [1/4 of one percent lower] to the
Federal Funds Rate in the year. With rates coming down over the year this often-provided fixed
income total return [yield plus appreciation], what we call “total return”.

The first Fed meeting of 2026 was the last week of January. The Fed’s voting Governors held
the Fed Funds rate as is. Morgan Stanley has projected a potential two additional rate cuts for
2026) .

Our Team is becoming more comfortable with duration exposure than we have in the past. In
our managed accounts we look to slowly extend duration in 2026. [Note: Duration is the
measurement of how sensitive a bond’s price is to changes in interest rates.] With interest rate
projections expected to come down, in our view, adding duration may increase sensitivity to
interest rate changes, which can affect total return..

One area still of concern for us is credit exposure. The returns we now see in Corporates
versus Treasuries [additional income or interest rate return for corporate bonds compared to
treasuries of similar maturities] has not been attractive enough, in our opinion, to merit
additional exposure. We have seen that in times of potential stress, a bond’s market price goes
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down faster for the high yield, so called “junk bond” and other lower credit quality paper vs.
investment grade bonds.

While our team continues to monitor these potential fixed income strategies, we believe a slow
and gradual approach makes sense for those who may want to add exposure to corporates,
high yield and preferred securities—looking for higher potential returns than Treasuries or Bank
CDs while recognizing the additional risks involved. We believe adding exposure here may be
rewarding if an investor is both opportunistic and patient.

Municipal bonds are one subset of the bond market that we are focusing on. Munis typically
have tax benefits versus other parts of fixed income. We do like the return profile for municipals
going forward and would be happy to discuss how potentially allocating here may be prudent.
Of course, each client’s tax situation and income need may differ. This deserves conversation.

Sam Watry CFA, Investment Consultant [and our team member focused on fixed income]

The Importance of a Trusted Contact [From Will]

Trusted contacts help in safeguarding clients' financial well-being, particularly against financial
scams and exploitation. A trusted contact is a person designated by the client who can be
contacted if Morgan Stanley cannot reach the client due to concerns about their well-being,
suspected unusual account activity, or potential financial exploitation. Unlike a Power of
Attorney, a trusted contact does not have the authority to make financial decisions or access
account details. Instead, they serve as an emergency contact to confirm the client's health
status and well-being. This additional layer of security is especially important for elderly clients
who are more vulnerable to fraud.

By having a trusted contact, Morgan Stanley can promptly address any suspicious activity and
ensure the client's well-being is prioritized in cases of potential risk. We encourage all clients to
contact our team and add a Trusted Contact to their accounts with Morgan Stanley. We have
had occasion to rely on a Trusted Contact for a senior client in the past year. In doing so, our
team and the Market’s risk team stopped a potential financial scam.

Will Williams, Portfolio Associate, and our team member dedicated to client servicing

*khkkkk

The Columbia Shores Group at Morgan Stanley

Rick Grimshaw, CPM® CIMA® -- Executive Director
Senior Portfolio Management Director, Senior Investment Management Consultant, Financial Advisor
Certified Portfolio Manager, Certified Investment Management Consultant

Jack Jagla, CFP® — First Vice President
Portfolio Management Director, Financial Planning Specialist, Financial Advisor

Certified Financial Planner

Sam Watry, CFA® -- Investment Consultant, Assistant Vice President
Certified Financial Analyst
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Will Williams, Portfolio Associate

Portland: 503.221.7616 or 800.547.1526
Vancouver: 503-221-8678 or 800.775.2516

760 SW Ninth Avenue, Portland, Oregon 97205
1701 SE Columbia River Drive, Vancouver, Washington 98661

Web: http://advisor.morganstanley.com/thecolumbiashoresgroup
Email: columbiashoresgroup@morganstanley.com

Endnotes:
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2Michael Wilson, Morgan Stanley, “The Broadening Is Underway”, January 12, 2026. Available on request.
3 Lisa Shalett, Morgan Stanley, The GIC Weekly, January 12, 2026. Available on request.
4 2022 stock market decline - Wikipedia

5Board of Governors of the Federal Reserve System (US), Money Market Funds; Total Financial Assets, Level [MMMFFAQ027S], retrieved
from FRED, Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/MMMFFAQO027S, January 23, 2026.

8 Morgan Stanley, US Economics Weekly, January 9, 2026. Available on request.

7 https://www.morningstar.com/content/dam/marketing/shared/research/foundational/677796-AlphaBetaGamma.pdf

8 https://russellinvestments.com/content/dam/ri/files/us/en/financial-professional/insights/value-of-an-advisor-study.pdf

10

https://wmrsi.webfarm.ms.com/pub/content/wmrsi/reports/marketing/gic/s24_gic/EDA47C33-F045-4D71-A0F3-B1CBEF5D7F03.html
Disclaimers:

The views expressed herein are those of the authors 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 and opinion expressed constitutes a solicitation for the purchase or sale of any
security. Past performance is no guarantee of future results.

This material is intended only for clients and prospective clients of the Portfolio Management program. It has
been prepared solely for informational purposes only and is not an offer to buy or sell or a solicitation of any
offer to buy or sell any security or other financial instrument, or to participate in any trading strategy.

The individuals mentioned as the Portfolio Management Team are Financial Advisors with Morgan Stanley
participating in the Morgan Stanley Portfolio Management program. The Portfolio Management program is an
investment advisory program in which the client’s Financial Advisor invests the client’s assetson a
discretionary basis in a range of securities. The Portfolio Management program is described in the applicable
Morgan Stanley ADV Part 2, available at www.morganstanley.com/ADV or from your Financial Advisor. Past
performance of any security is not a guarantee of future performance. There is no guarantee that this
investment strategy will work under all market conditions.

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
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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.

Please contact your Financial Advisor for a complete listing of all transactions that occurred during the last
twelve months.

Holdings are subject to change daily, so any securities discussed in this material may or may not be included
in your account if you invest in this investment strategy. Past performance of any security is not a guarantee
of future performance. There is no guarantee that this investment strategy will work under all market
conditions. Do not assume that any holdings mentioned were, or will be, profitable.

Material in this presentation has been obtained from sources that we believe to be reliable, but we do not
guarantee its accuracy, completeness or timeliness. Third party data providers make no warranties or
representations relating to the accuracy, completeness or timeliness of the data they provide and are not
liable for any damages relating to this data.

Morgan Stanley Wealth Management has no obligation to notify you when information in this presentation
changes.

Diversification and asset allocation do not guarantee a profit or protect against loss in a declining financial
market.

S&P 500 Index is an unmanaged, market value-weighted index of 500 stocks generally representative of the
broad stock market. The Bloomberg US Aggregate Bond Index measures the performance of the U.S.
investment grade bond market.

Information contained herein has been obtained from sources considered to be reliable, but we do not
guarantee their accuracy or completeness.

Stocks fluctuate in value and may be worth more or less than their original cost. Past performance is no
guarantee of future results.

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/wealth-investmentsolutions/wmir-definitions

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. Individuals should consult their tax advisor for
matters involving taxation and tax planning and their attorney for matters involving trusts, estate planning,
charitable giving, philanthropic planning or other legal matters.

Morgan Stanley Smith Barney LLC is a registered Broker/Dealer, Member SIPC, and not a bank. Where
appropriate, Morgan Stanley Smith Barney LLC has entered into arrangements with banks and other third
parties to assist in offering certain banking related products and services.

Investment, insurance and annuity products offered through Morgan Stanley Smith Barney LLC are: NOT
FDIC INSURED | MAY LOSE VALUE | NOT BANK GUARANTEED | NOT ABANK DEPOSIT | NOT INSURED BY ANY
FEDERAL GOVERNMENT AGENCY

Morgan Stanley Smith Barney LLC does not accept appointments nor will it act as a trustee but it will provide
access to trust services through an appropriate third-party corporate trustee.
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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.

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.

Interest on municipal bonds is generally exempt from federal income tax. However, some bonds may be
subject to the alternative minimum tax (AMT). Typically, state tax-exemption applies if securities are issued
within one’s state of residence and, local tax-exemption typically applies if securities are issued within one’s
city of residence. The tax exempt status of municipal securities may be changed by legislative process, which
could affect their value and marketability.

Bonds are affected by a number of risks, including fluctuations in interest rates, credit risk and prepayment
risk. In general, as prevailing interest rates rise, fixed income securities prices will fall. Bonds face credit risk
if adecline in an issuer's credit rating, or creditworthiness, causes a bond's price to decline. Finally, bonds
can be subject to prepayment risk. When interest rates fall, an issuer may choose to borrow money at a lower
interest rate, while paying off its previously issued bonds. As a consequence, underlying bonds will lose the
interest payments from the investment and will be forced to reinvest in a market where prevailing interest
rates are lower than when the initial investment was made. NOTE: High yield bonds are subject to additional
risks such as increased risk of default and greater volatility because of the lower credit quality of the issues.

Duration, the most commonly used measure of bond risk, quantifies the effect of changes in interest rates on
the price of a bond or bond portfolio. The longer the duration, the more sensitive the bond or portfolio would
be to changes in interest rates. Generally, if interest rates rise, bond prices fall and vice versa. Longer-term
bonds carry a longer or higher duration than shorter-term bonds; as such, they would be affected by changing
interest rates for a greater period of time if interest rates were to increase. Consequently, the price of a long-
term bond would drop significantly as compared to the price of a short-term bond.

This material contains forward looking statements and there can be no guarantees they will come to pass.
The information and statistical data contained herein have been obtained from sources believed to be
reliable but in no way are guaranteed by Morgan Stanley as to accuracy or completeness. There is ho
guarantee that any investments mentioned will be in each client's portfolio

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.

Morgan Stanley Smith Barney LLC. Member SIPC. 5177820 02/26
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