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Issue #5: Navigating Career Risk & Golden Handcuffs

Planning around non-competes, vesting schedules, and the trade-offs of staying or leaving.

For many corporate executives, career decisions aren’t just about title, responsibility, or where the
next opportunity might lead — they’re about understanding the financial ripple effects that come with
staying, leaving, or negotiating the terms of a transition. Incentive compensation, non-compete
agreements, severance structures, and unvested equity can make the “right next step” feel far more
complex than it appears on the surface.

This month’s issue of Well Advised breaks down the key factors to evaluate so you can make
decisions with clarity — not pressure.

1. Understand the Real Cost (and Opportunity) of Your Equity.

For most executives, equity makes up the largest portion of total compensation, often far outweighing
salary or annual bonus. That’'s why even the most compelling outside offer needs to be viewed through
the lens of:

¢ Unvested RSUs. What you forfeit if you leave, and what portion might accelerate under
specific circumstances.

Performance Share Units (PSUs). How targets are tracking and whether leaving early could
mean walking away from meaningful upside.

Cliff Vesting. The difference between resigning six weeks before or six weeks after a
threshold can be hundreds of thousands of dollars.

A transition could absolutely make sense, but only after carefully modeling the true value of what
you're giving up versus what you’re gaining.

2. Review Your Non-Compete and Restrictive Covenants Before You Need Them.

Many executives don’t fully understand the limits of their non-compete until they’re already deep in
discussions with another company — a point at which leverage is diminished.

Key items to review:

o Non-Compete Duration & Geography. Are restrictions 6 months? 12? Longer? Are they
local, national, or industry wide?

Non-Solicitation Clauses. Could a move limit your ability to bring team members with you?

Garden Leave Provisions. Increasingly common in major industries and often
misunderstood.

Understanding these constraints ahead of time allows you to negotiate from a position of strength —
not surprise.
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3. Model the Trade-Off Between Certainty & Upside.

Executive careers often come with “golden handcuffs” designed to reward stability and tenure. But not
every handcuff is a lock.

When evaluating a new offer, consider:

e Stability of current employer versus growth potential elsewhere.
e Guaranteed cash versus equity upside.

e The value of staying through bonus season or next vesting date.
e Your long-term career trajectory, not just the next step.

A move that looks more lucrative over the next 12 months may cost more over 3-5 years. Conversely, a
seemingly lateral move may set the stage for significantly greater equity participation and long-term upside.

4. Look Beyond Compensation and Evaluate the Risk Profile
Financial considerations are critical, but executives should also weigh:

e Operational Risk. Is the new role tied to a turnaround? A reorganization? A product launch?

e Cultural Risk. Will the change require starting over politically?

o Reputational Risk. How could success or failure in the new environment impact future career
mobility.

These factors often matter just as much as compensation, especially for executives making a pivotal mid-
career transition.

5. Build a Transition Plan Before You Need One.

Even if you’re not considering a move today, proactively organizing your compensation structure gives you
the flexibility to act when opportunity surfaces.

That includes:

e Keeping a clear schedule of vesting dates, expiration timelines, and payout structures.

e Stress-testing your financial plan under multiple scenarios (stay through bonus season, leave after
year-end, negotiate severance, etc.).

e Understanding how a job change interacts with tax planning, cash flow, and long-term wealth
strategies.

Opportunity favors those who prepare early — not those who scramble late.

Brining It All Together

Career moves can create meaningful opportunities, but they often introduce equally meaningful complexity.
Unvested equity, non-competes, bonus timing, and long-term incentives can all influence whether a
transition strengthens your financial picture or unintentionally disrupts it.

We regularly help executives model how different scenarios — staying, leaving, delaying a move, or
negotiating improved terms — impact your total compensation, liquidity, taxes, and long-term planning. That
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kind of clarity can be especially valuable when the stakes include multi-year incentives or material unvested
awards.

Thank you for reading this issue of Well Advised. If you're evaluating a potential career change or simply
want a clearer understanding of how your compensation structure supports your long-term goals, 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.

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: Impact of Missing the Best Days in the Market

Whether you're investing a bonus, a year-end distribution, or excess cash from a strong year, it can
be tempting to wait for the “right time” to put money to work. But market timing is notoriously difficult
— and even missing just a few of the best-performing days can set your portfolio back significantly.

MISSING THE BEST-PERFORMING DAYS' OF THE MARKET CAN HAVE A SIGNIFICANT IMPACT ON
YOUR PORTFOLIO

S&P 500 annualized returns, January 1, 1998 - December 31, 2024

FOR THE 27-YEAR PERIOD 01/01/1998 - 12/31/2024 ANNUALIZED RETURN- $10K INVESTED
All days during period 8.0% $74,411
Missed: 10 best days 4.8% $34,090
Missed: 20 best days 2.8% $20,293
Missed: 30 best days 1.0% $12,826

Source: Morningstar. Standard & Poor's.

data. “Returns are measured based on tha S&P 500 Index. “This Bustration depicts the vakie of a hypothetical $10,000 investment in the S&P 500 Index
from January 1, 1998, through December 31, 2024. Note: The historical data are for illustrative purposes only and do not represent the performance
acific portfolio managed by Lord Abbett or any particular investment, and are not intended to predict or depict future results. Indexes are
unmanaged, do not refiect the deduction of fees or axpenses, and are not available for direct investment. Past performance is not a reliable indicator
or guarantee of future results.

of an

Explaining the Chart:

This chart shows the hypothetical growth of a $10,000 investment in the S&P 500 over a 20-year period.
While staying fully invested leads to strong long-term results, missing just the 10 best days cuts total returns
nearly in half and missing more dramatically erodes growth. Many of the market’s best days occur during
periods of uncertainty, making it all the more important to stay invested through volatility.

Our Perspective:

Short-term uncertainty shouldn’t derail long-term progress. We often encourage clients to invest gradually
using dollar-cost averaging or set up automated contributions aligned with their comfort level. The goal isn’t
to time the market perfectly. It's to participate consistently in a way that supports your broader plan.
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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 should | evaluate unvested equity when considering a new opportunity?”

Our Take:

It's one of the most common questions we hear from executives, and for good reason. Unvested equity is
often the largest component of long-term compensation, and it can heavily influence the timing and structure
of a career move. But evaluating it doesn’t need to be overwhelming. The key is to break the decision into
a few clear components.

1. Know the Real Value of What You’re Leaving Behind.

Start looking at each award type individually: RSUs, PSUs, and stock options. Understanding the current
value of these awards (based on share price, performance tracking, and remaining time to vest) helps you
quantify what’s actually at stake. It also highlights which awards are critical to preserve and which may be
less material.

2. Pay Attention to Timing.

Many executive compensation plans include cliffs, performance certification dates, or bonus cycles that
meaningfully change the numbers. In some cases, waiting just one more vesting period — sometimes only
weeks — can preserve a large portion of long-term compensation. Timing along can influence whether it
makes sense to stay, delay, or negotiate a transition package.

3. Understand What the New Company Is Offering in Return.

A “make-whole” grant may or may not truly make you whole. Vesting terms, performance conditions, share
price volatility, and forfeiture rules all matter. Two packages with the same headline value can behave very
differently over time. This where side-by-side modeling can be especially helpful.

4. View the Decision Through a Multi-Year Lens.

Executives often get stuck comparing the next 6-12 months, but the right question is how the decision
shapes the next 3-5 years. A short-term sacrifice may unlock far greater upside, while a tempting offer can
sometimes fall short once everything is modeled over a full cycle.

Ultimately, evaluating unvested equity isn’'t about guessing or hoping — it's about replacing uncertainty with
clarity. When you understand both the financial implications and the long-term trade-offs, the right next step
often becomes much clearer.

Thanks for reading this issue of Well Advised. If you'd like us to run a personalized scenario analysis or
have a question you’d like featured in a future issue — we’re always here to help.
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Meet the Team

Dedicated to helping executives navigate each stage of their career with clarity and confidence.

Brian J. Degnan, CFP®

Senior Vice President, Wealth Management

Financial Advisor & Senior Portfolio Management Director
Direct: 610-260-7011

NMLS #1456519

David P. Drea, CFP®

Financial Advisor, Wealth Management
Financial Planning Specialist

Direct: 610-260-7013

NMLS #2056666
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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.

This illustration 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.

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

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.

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.

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 their financial ability to continue their purchases through periods of low price
levels.

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.
CRC 5004541 11/25




