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Issue #5: Managing Variable Income with Confidence

(We introduced this concept in our inaugural August issue Q&A on balancing saving and investing
with variable income, and this month, we’re diving even deeper into how that kind of planning can
create confidence and control.)

For professionals in the sports and entertainment industries, income rarely follows a predictable
pattern. Projects come and go. Potential opportunities may surge one year and pause the next.
That's why building financial consistency — even in the face of variable income — is one of the most
powerful steps you can take to gain control, reduce stress, and help create long-term security.

Start with Structure

The key to navigating this kind of income pattern is creating a structure that separates what'’s recurring
from what’s not and building your lifestyle and savings habits around the lowest common denominator.
If you only spend based on your best year, the margin for error shrinks fast. Instead, we often
recommend designing your plan around your base needs, then building in flexibility as your income
allows.

We also help clients implement a “bucket strategy” — assigning different dollars to short-term needs,
longer-term savings, and investments. That way, each dollar has a defined purpose, whether you're
prepping for next season or planning for retirement.

Cash Flow # Net Worth

Many of the athletes and entertainers we serve earn significant income in a compressed window, but
that doesn’t always translate into financial freedom unless there is a strategy in place. That's why we
focus on helping clients turn cash flow into net worth. For example:

o Emergency savings for off-seasons or slow periods.

o Automated contributions to retirement or brokerage accounts.

o Tax-efficient strategies to help manage surprises come filing season.

e A game plan for big years — when it makes sense to accelerate goals or create lasting
impact.

Long-Term Success Isn’t an Accident

When your income fluctuates, it's easy to delay planning or assume things will balance out later. But
the most financially secure professionals we work with all share one common trait: they’re proactive.
They treat their finances like a business. They get clear on what they need, where they want to go,
and build the structure to get there — no matter what the next season holds.
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Thank you for reading this issue of Well Advised. If you're thinking about how to create greater consistency

in your financial life — or want help to ensure your strategy supports both the highs and the lulls of your
career — we’d be happy to help you explore your options.

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 signing bonus 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
of an acific portfolio managed by Lord Abbett or any particular inves

ent, 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 avallable for direct investment. Past performance is not a reliable indicator
or guarantee of future results.

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 can help support 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: “I’ve had a great year financially — what should | prioritize before year-end?”

Our Take:

When income is strong, the end of the year is an ideal time to make sure your financial strategy is keeping
pace. Here are a few smart moves to consider:

o Review cash reserves. Make sure your emergency fund is well stocked, especially with a variable
income stream.

¢ Maximizing retirement contributions. If you haven't already, check where you stand on 401(k),
SEP IRA, or other retirement account contributions.

e Accelerate tax planning. Explore charitable gifts, deductible expenses, and tax-loss harvesting
strategies while there’s still time to act.

¢ Fund long-term goals. Consider contributing to 529 plans, brokerage accounts, or irrevocable
trusts if supporting loved ones is part of your plan.

e Lock in big decisions. Thinking of buying a home, making a major gift, or investing in a new
opportunity? A big year can create flexibility to act, but it's still wise to evaluate how those moves
fit into your long-term picture.

A strong earnings year is something to celebrate, but it's also a chance to put that success to work in
meaningful, strategic ways.

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.

Meet the Team

Supporting sports and entertainment professionals with clarity and confidence at every stage of their career.

Adam J. Murray, CFP®, CPM® Katelyn E. Goodwin Matthew C. Carroll

Managing Director, Wealth Management Financial Advisor, Wealth Management Financial Advisor, Wealth Management
Financial Advisor & Family Wealth Director  Financial Planning Specialist Global Sports & Entertainment Associate
Direct: 610-260-7009 Direct: 401-845-3514 Director

Direct: 610-260-7464
NMLS #2317486 NMLS #2631787
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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.

When Morgan Stanley Smith Barney LLC, its affiliates and Morgan Stanley Financial Advisors and Private Wealth
Advisors (collectively, “Morgan Stanley”) provide “investment advice” regarding a retirement or welfare benefit plan
account, an individual retirement account or a Coverdell education savings account (“Retirement Account”), Morgan
Stanley is a “fiduciary” as those terms are defined under the Employee Retirement Income Security Act of 1974, as
amended (“ERISA”), and/or the Internal Revenue Code of 1986 (the “Code”), as applicable. When Morgan Stanley
provides investment education, takes orders on an unsolicited basis or otherwise does not provide “investment advice”,
Morgan Stanley will not be considered a “fiduciary” under ERISA and/or the Code. For more information regarding
Morgan Stanley’s role with respect to a Retirement Account, please visit www.morganstanley.com/disclosures/dol. Tax
laws are complex and subject to change. Morgan Stanley does not provide tax or legal advice. Individuals are
encouraged to consult their tax and legal advisors (a) before establishing a Retirement Account, and (b) regarding any
potential tax, ERISA and related consequences of any investments or other transactions made with respect to a
Retirement Account.

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.

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.

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. Clients should consult their tax advisor for matters involving taxation
and tax planning and their attorney for legal matters.
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