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Capital Market Commentary: April 7, 2025

Nearing completion of a price shock or the start to a new Secular Bear Market?
It's been two weeks in a row where the S&P 500(SPX) advanced early in the week only to close significantly lower.

The -10.5% loss sustained in SPX last Thursday and Friday was the fifth largest 2-day drop since 1950 (Source: Investopedia). The
year-to-date return on SPX is -13.73%.

This type of intense volatility was last experienced toward the end of March 2020 that marked the Covid bottom. More on this
later in the note.

In the SPX support and resistance chart shown below, you can see how this “waterfall” decline gapped down right through the
second level of support and closed the week in the heart of the last level of reasonable support.
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This last level of support with “DEFENSIVE POSITIONING WARRANTED BELOW HERE” has been on this chart for a long time and
| can’t emphasize enough how important this level is for SPX to hold.

Over the past year | have included “defensive”-oriented assets like precious metals and treasury bonds in the portfolio and
these assets have certainly done a good job (until Friday when everything except treasury bonds were sold off) of mitigating
risk. A sustained break of this last level of support will trigger the next level of risk management which would include the
outright selling of core equity positions that have been in the portfolio for many years.



Selling core equity positions like this is rare and the decision to do so is not taken lightly. The last time this level of significant
risk management was taken was in October of 2018, just before a 20+% drop in SPX.

Given the speed and depth of the volatility experienced this past week and that SPX is threatening losing this last level of
support, | focused my weekend analysis what this decline represents. Does it signal that the secular bull market in place since
March of 2009 has completed and this is the first leg down in the start of a new secular bear market or is this sharp correction
a completion move similar to the price shock experienced in March of 2020 that marked the Covid market bottom?

In the SPX chart below, | compare the look of the Covid price shock to the decline just experienced, as well as the internal
technical signatures. As | have highlighted in the shaded ovals, as of this weekend’s review, they look very similar. In fact, if
SPX falls for one more day with corresponding technicals, the oversold conditions present at the Covid bottom would almost
match. As of the close on Friday, the % of stocks trading on the NYSE above their 10 Day Moving Average was 4%. On the final
down day that marked the Covid bottom, it was 2%.

Adding additional support to a potential bottom being close is the presence of 80% and 90% downside days. A downside day is
defined by either 80% or 90% or more of all volume on the NYSE was downside volume. Thursday registered an 88% downside
day, and Friday saw a 93% downside day. Often the presence consecutive intense selling days serves to fully exhaust

sellers. At the Covid bottom, there were several consecutive 90% downside days that fully exhausted sellers and then the
market never looked back.
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Unfortunately, for this “bullish” option to occur, SPX would have to sustain additional downside intensity that might spike price
below this last level of support, then soon after, reverse to close either within or above this last level of support. This would
look like other “V”-shaped recoveries and represent the bullish outcome, at least in the short term, for capital markets.

The bearish outcome is simple. SPX continues its decline through this last level of support and sustains below it and, as a
result, a recognition that the character of the market has changed from bullish to bearish.

Supporting the bearish outcome is that the High-Yield Credit Spread blew through resistance on Friday. While this is only a
two-day spike in the spread, at the moment, it does represent tightening financial conditions, which is never a good
environment for the stock market.



& |CE BofA US High Yield Index Option-Adjusted Spread - 1D - ICE 4.01 +0.59 (+17.25%)

BB20close 20 O 3.29 3.73 2.84
Za ¥

HIGH YIELD CREDIT SPREAD SPIKED THROUGH
RESISTANCE AND REPRESENTS A WARNING
ABOUT TIGHTENING FINANCIAL CONDITIONS

wF20 ! O

MACD 12 26 close 9 EMAEMA & 0.05 0.19 0.14

E . | - j::;,-!lff =HEE.. _"_"_"’_':-..—..!77_7 e smmu RN i —1 1

SQZMOM_LB 20220 1.5 0 I I I
severppppprpreees Illlll"lllllll ,,,,,,,,,,, lll...,'lll|ll ,,,,,, [ 11 KAkt AR I lllllu;..,'llllll ,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Illlll..,l'

ey

Aug sep oct Now Dec 2025 Feb Mar Aor

(Source: Tradingview)

Capital markets are at a major crossroads and which path they take will have a meaningful impact on future investment
positioning.

Given how important the upcoming trading sessions might be, if | make any significant changes, | will release another capital
market commentary later in the week.
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Past performance is no guarantee of future results.

Dow Jones Industrial Average is a price-weighted index of the 30 “blue-chip” stocks and serves as a measure of the U.S. market, covering such diverse
industries as financial services, technology, retail, entertainment, and consumer goods.

S&P MidCap 400 Index is an unmanaged total return index of 400 domestic stocks measuring the performance of the midsize company segment of the U.S.
stock market.

S&P SmallCap 600 Index is an unmanaged index representing the aggregate market value of the common equity of 600 small company stocks.
S&P 500 Index is an unmanaged, market value-weighted index of 500 stocks generally representative of the broad stock market.
NASDAQ Composite Index is a market-value-weighted index of all NASDAQ domestic and non-U.S. based common stocks listed on NASDAQ stock market.

Russell 2000® Index measures the performance of the 2,000 smallest companies in the Russell 3000 Index, which represents approximately 11% of the total
market capitalization of the Russell 3000 Index.

The Dow Jones Transportation Average™ is a 20-stock, price-weighted index that represents the stock performance of large, well-known U.S. companies within the
transportation industry.

The NYSE Composite Index is a float-adjusted market-capitalization weighted index which includes all common stocks listed on the NYSE, including ADRs,
REITs and tracking stocks and listings of foreign companies. The index was recalculated to reflect a base value of 5,000 as of December 31, 2002.

The Nasdag-100 Index includes 100 of the largest domestic and international non-financial companies listed on The Nasdaq Stock Market based on market
capitalization. The Index reflects companies across major industry groups including computer hardware and software, telecommunications, retail/wholesale trade
and biotechnology. It does not contain securities of financial companies including investment companies.

An investment cannot be made directly in a market index. For index, indicator and survey definitions referenced in the report please visit the following:
https://www.morganstanley.com/wealth-investmentsolutions/wmir-definitions

The securities/investments discussed in this material may not be appropriate for all investors. The appropriateness of a particular investment or strategy will
depend on an investor’s individual circumstances and objectives.

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 warrantees 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.

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.

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.

The performance, holdings, sector weightings, portfolio traits and other data for an actual account may differ from that in this material due to various factors
including the size of an account, cash flows within an account, and restrictions on an account.

Top holdings, sector allocation, portfolio statistics and credit quality are based on the recommended portfolio for anew investors as of the date

specified. Holdings lists indicate the largest security holdings by allocation weight as of the specified date. Other data in this material is believed to be accurate
as of the date this material was prepare unless stated otherwise. Data in this material may be calculated by Morgan Stanley or by third party providers licensed
by the Financial Advisors or Morgan Stanley.

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

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.

Technical analysis is the study of past price and volume trends of a security to predict the security's future price and volume trends. Its limitations include but are
not limited to: the lack of fundamental analysis of a security's financial condition, lack of analysis of macro-economic trend forecasts, the bias of the technician's
view and the possibility that past participants were not entirely rational in their past purchases or sales of the security being analyzed. Investors using technical
analysis should consider these limitations prior to making an investment decision.

Please contact your Financial Advisor for a complete listing of all transactions that occurred during the last twelve months.
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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 my 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 or inability to use such site.

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.

Investing in commodities entails significant risks. Commaodity prices may be affected by a variety of factors at any time, including but not limited to, (i) changes in
supply and demand relationships, (ii) governmental programs and policies, (iii) national and international political and economic events, war and terrorist events,
(iv) changes in interest and exchange rates, (v) trading activities in commodities and related contracts, (vi) pestilence, technological change and weather, and
(vii) the price volatility of a commodity. In addition, the commodities markets are subject to temporary distortions or other disruptions due to various factors,
including lack of liquidity, participation of speculators and government intervention.

Physical precious metals are non-regulated products. Precious metals are speculative investments which may experience short-term and long-term price
volatility. The value of precious metals investments may fluctuate and may appreciate or decline, depending on market conditions. If sold in a declining market,
the price you receive may be less than your original investment. Unlike bonds and stocks, precious metals do not make interest or dividend payments.
Therefore, precious metals may not be appropriate for investors who require current income. Precious metals are commodities that should be safely stored,
which may impose additional costs on the investor. The Securities Investor Protection Corporation (SIPC) provides certain protection for customers’ cash and
securities in the event of a brokerage firm’s bankruptcy, other financial difficulties, or if customers’ assets are missing. SIPC insurance does not apply to precious
metals or other commodities.

This contains forward looking statements and there can be no guarantee they will come to pass.

For more information visit the FDIC website at www.fdic.com.
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