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To say that there is a lot of uncertainty in the air would a massive understatement. Of course, the
markets always have a lot of unknowns and there are always events occurring that were unexpected.
That part is not new. What is different this time is the speed and volume at which these events are
occurring. Imagine a leak suddenly occurring in your roof. Probably unexpected, but not something
that you would consider too unusual. Now, imagine a leak popping up every day for a week in
different places and unrelated to each other. That would certainly have a different feel to it.

From our perspective the question is, how do we invest in such an environment? Long-time readers
know that our approach to investing has always been centered on several core beliefs. First and
foremost, among them is that establishing an asset allocation that matches your goals, risk tolerances,
and time horizon is of utmost importance. We believe the decision as to just how much should be
exposed to stocks, relative to risk tolerance, is among some of the best ways to help manage the anxiety
that usually accompanies market turbulence. We cannot eliminate the angst that comes with declining
markets, but not being over-exposed to equities during such events needs to be done ahead of time to
be most efficient. This might mean it feels a little like “not keeping up” when the equities are rising,
but also means not keeping up when they are declining.

Once that decision has been reached, our next belief has to do with the criteria we strive to utilize in
our stock selection. In our view, in the long run, total return has a lot to do with just how much you
pay for an investment. It might seem very apparent at first blush, but as we know during rising markets
it is not unusual for hot, or popular stocks to sell for very high prices based on their expectations of
future growth. Sometimes paying those prices to acquire those types of stocks can work out, but in
our view that is a bit more like speculating than investing. We try to focus our efforts around valuing
an investment around what it currently earns, what the sales volumes are now, what the debt levels are
now, and so forth. Certainly, it is important to consider the rate of potential future growth, but we do
no “over-weight” those estimates since they may not happen. We believe this approach helps us
attempt to avoid being exposed to volatile outcomes if those forecasts or expectations are not met.

Another principle we strive to follow is that of equity diversification. It is very easy to find yourself
over-allocated to a sector that has been doing well for some time. Recently technology related stocks
have broadly been good performers, so over the course of months or years it can be very easy to own
a portfolio that is over-allocated to these names. But what tends to happen periodically is that those
“hot” sectors will suddenly have a broad correction and any portfolio that is over exposed to those
type of stocks will experience declines that could be greater than a diversified portfolio may have
experienced. In addition, during such declines it is not unusual for sectors that had been poor
performers to suddenly start doing well and a diversified portfolio would already have some exposure
to those sectors and could benefit fully from such a rotation.

None of this is meant to give the impression that following such views will prevent declines. Not at
all. But we do believe a focus on math and fundamentals over time can provide a more consistent
outcome. It seems reasonable to us that any time one can eliminate any of the “unknowns” inherent
in the investing process the outcomes could be somewhat more predictable. We also feel that
following such principles may have the impact of taking some of the emotion out of the investing
process. To the extent that an investor can replace some of the emotion (and hope) that often
accompanies investing with a consistent, repeatable process based in math we believe the range of
outcomes can be more consistent and predictable over time. Some have said that investing is a
combination of art and science. If so, we believe there is value in over-weighting the science aspect
of that equation. Doing so does not mean the roof will not leak, but hopefully it will help in minimizing
any long-term damage. Thanks for allowing us to help. As always, call anytime.
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Morgan Stanley has recently observed an increase in Morgan Stanley
impersonation scams. We want to take a moment and remind you of
these important points.
Morgan Stanley will never call or text you to:

e  Ask for your account password or a one-time passcode

e  Prompt you to transfer money

e Request remote access to your computer or offer to connect
you with our IT department.

If you receive what you suspect is a fraudulent call or email from
Morgan Stanley, please reach out to us or call 888-454-3965.

The views expressed herein are those of the author(s) 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 opinions expressed constitute a solicitation for the purchase or sale of any security.

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

Past Performance is no guarantee of future results. Asset Allocation and Diversification do not assure a profit or protect against loss in declining financial
markets. Because or their narrow focus, sector investments tend to be more volatile than investments that diversify across many sectors and companies.

This material does not provide individually tailored investment advice. It has been prepared without regard to the individual financial circumstances and
objectives of the persons who receive it. The strategies and /or investments discussed in this material may not be suitable for all investors. Morgan Stanley
recommends that investors independently evaluate investments and strategies and encourages investors to seek the advice of a Financial Advisor. The
appropriateness of a particular investment strategy will depend on an investor’s individual circumstances and objectives.

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 matters involving trust and estate
planning and other legal matters.

Morgan Stanley Smith Barmey 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.
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