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Issue #4: Planning for the Next Generation: College & Gifting Strategies

It's never too early to think about how you want to support your children or future heirs — and for many
executives, the desire to fund education or transfer wealth is part of a broader planning conversation.

Start with Clear Goals

Do you want to fully cover the cost of college? Give your child a financial head start in adulthood?
Build in incentives for responsibility or academic achievement? The more clarity you have on the
“why”, the easier it becomes to choose the right vehicles and structure.

Understand your Options

e 529 Plans are popular for a reason: they offer tax-deferred growth and tax-free withdrawals
when used for qualified education expenses. Many states also offer a state tax deduction on
contributions.

UTMA/UGMA Accounts allow for greater flexibility in how the funds are eventually used,
though they become the child’s assets at the age of majority (usually 18 or 21) — something
to keep in mind for larger gifts.

Gifting Strategies can also include irrevocable trusts or annual exclusion gifts, especially for
executives looking to reduce a taxable estate over time.*

* For 2025, the annual gift tax exclusion is $19,000 per person — or $38,000 per couple — for each recipient, and year-end can
be a great time to take advantage of it.

Balance Generosity with Flexibility

Funding education is a powerful gift, but it shouldn’t come at the expense of you own long-term goals.
Make sure your generosity aligns with your broader financial plan, including liquidity, retirement
timelines, and other legacy considerations.

We regularly use financial planning tools model how different strategies — including education funding
and family gifting — impact long-term goals and net worth over time. That kind of clarity can be
especially helpful when deciding how much to give, when, and through which vehicles.

Thank you for reading this issue of Well Advised. If you're thinking about funding education or
supporting the next generation, we’d be happy to help you explore your options, or coordinate with
your legal and tax advisors to ensure everything fits into a well-aligned plan.

e

Adam J. Murray, CFP®, CPM®

Managing Director, Wealth Management
Financial Advisor & Family Wealth Director
The Murray Legacy Group at Morgan Stanley
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Chart of the Month: Annual Returns & Intra-Year Declines

This chart tells an important story: in nearly every year, the market experiences a pullback but that
doesn’t mean the year ends in the red. Despite average intra-year declines of around 14%, the S&P

500 has finished positive in 32 of the last 44 years.

S&P 500 intra-year declines vs. calendar year returns
Despite average intra-year drops of 14.1%, annual returns were positive in 34 of 45 years
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Source: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year
drops refers to the largest peak-to-trough decline during the year. Returns shown are calendar year returns from 1980 to 2024, over which the average
annual return was 10.6%. Past performance is no guarantee of future results. Guide to the Markets — U.S. Data are as of October 22, 2025.

Explaining the Chart:

This chart shows the total price return and maximum drawdown of the S&P 500 in each year since 1980.
Despite significant intra-year declines, the S&P 500 has finished the majority of years with positive returns,

encouraging investors to stay the course.

Our Perspective:

For many executives, volatility feels like a reason to wait, especially when holding a large cash balance or
bonus. But history shows that downturns are a feature of the market, not a flaw. In fact, sitting on the
sidelines can be more damaging to long-term growth than investing during periods of uncertainty.

The key isn’t to avoid volatility, but to plan for it. With a solid emergency reserve, a clear view of short-term
expenses, and a long-term mindset, you can put excess cash to work with confidence, even when markets

feel uncertain.
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You Asked, We Answered

Each month the newsletter will include a reader-submitted question and our take on it. If there’s a topic
you’d like us to explore — or something you’ve been wondering about — we’d love to hear from you.

Question: “How much cash should | keep on hand and where should | keep it?”

Our Take:

It's a common question and for executives especially, holding too much cash is a frequent outcome. With
irregular compensation, large bonuses, and a conservative mindset, it’s easy to default to cash as the safest
option. But excess cash sitting idle can undermine your long-term goals.

We usually think about cash in three key buckets:

1. Emergency Reserve. Three to six months of essential expenses is a standard rule of thumb, but
the right number may vary based on your lifestyle, job security, and family needs.

2. Known Short-Term Expenses. This includes things like upcoming tax payments, tuition, home
renovations, or planned purchases. Holding this cash in a high-yield savings account or money
market fund keeps it accessible while earning some return.

3. Cash Without a Purpose. Here’s where many executives get stuck. A large year-end bonus or
accumulated savings can feel too risky to invest all at once — especially at market highs. But inaction
is its own risk. One strategy is dollar-cost averaging into a long-term investment account over time,
allowing you to get started while easing in more gradually.

That’'s why, once your emergency reserve and short-term expenses are covered, we typically recommend
investing the rest to support long-term growth. Cash should be purposeful. If it's not assigned to a near-
term goal, it may be time to consider how it fits into your broader plan.

The key is to match your money to its purpose. Cash has a role in any financial plan but beyond a certain
point, it becomes a drag on progress.

Thanks for reading this issue of Well Advised. If you'd like to submit a question for a future edition — or talk
more about anything we covered today — we’d love to hear from you. Let’s keep the conversation going.
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Disclosures

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.

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.

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.

Diversification does not guarantee a profit or protect against loss in a declining financial market.

The 529 Plan Program Disclosure contains more information on investment options, risk factors, fees and expenses,
and potential tax consequences. Investors can obtain a 529 Plan Program Disclosure from their Financial Advisor and
should read it carefully before investing. Investors should also consider whether tax or other benefits are only available
for investments in your home state 529-college savings plan.

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.

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

Morgan Stanley Smith Barney LLC. Member SIPC.
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