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Hi, Denison here. I hope this letter finds you well. At times, writing these updates feels a bit like
déja vu - the more things change, the more they stay the same. As I reflected on what to share this
month, I looked back at my letter from July, and much of what was weighing on the markets then
still applies today. “Experts” continue to make predictions about what’s to come, though if the first
half of the year is any indication, their track record remains mixed. Rather than reacting to every new
forecast, our goal is to focus on what we can observe and control — sound investment decisions
grounded in your individual plan and fundamentals, not headlines

In July the major themes shaping market sentiment were inflation, interest rates, and geopolitical
tensions. Unsurprisingly, those remain the dominant topics today. Interest rates may be the least
uncertain of the three, with most indicators suggesting the Federal Reserve could deliver two
additional 25 basis point cuts in 2025. Inflation remains somewhat sticky, though it has not
accelerated as many had feared earlier in the year amid tariff concerns. Progress is slow, but in the
right direction. The government shutdown is the topic du jour for market pundits to pontificate about
but historically has had limited lasting impact on the markets. On average, shutdowns have lasted
only 8 days (at of the time of writing we were past that) and the most recent shutdown in 2018 lasted
for 35 days. We may be headed for that this time around. 86% of the time the S&P 500 has ended
higher one year after a shutdown and during the shutdown in 2018, the S&P 500 rallied. So not
necessarily a negative for markets. History reminds us that short-term political noise doesn’t
necessarily translate into negative market outcomes.

An old investment expression seems to be appropriate currently — “The economy is not the market;
the market is not the economy.” What is meant by that? Despite persistent concerns about growth,
inflation, and global tensions, the stock market has remained resilient — having recently set an all-
time high in October after recovering from the lows seen in April. As is often the case in such
periods, “experts” are quick to predict a downturn or claim credit for calling the next move. Yetin
hindsight, few ever circle back to assess how the “expert” forecasts held up...but I digress. Markets
tend to move for one or two reasons: they become overvalued, or they experience a major external
shock.

Let’s take a moment to consider valuations. Few would argue the stock market looks “cheap” when
indexes are hitting record highs. However, that’s often a reflection of how earnings estimates —
created by those same “experts” — have been set. Following the market’s dip in April most analysts
reduced their earnings forecasts for the market, and many have yet to change their tune. So, if
earnings estimates remain low and the stock market continues to go up, what happens? The
valuation of the stock market increases making it seem expensive. That is extremely simplified, but I
am limited on space, and I don’t want to put you to sleep if you have made it this far into the letter.
Corporate earnings for the 3™ quarter have been beating to the upside and consensus estimates going
forward have begun to climb. This helps support valuations, even as stock prices climb.

Today’s leading companies are different than their 1999 counterparts. Today’s leaders have better
balance sheets, more cash flow, and more proven multi-decade business models. While markets may
periodically stumble, we try to own what we think are high quality companies within a diverse
portfolio. We own companies, not markets.

The chart on page 2 serves as a reminder: markets don’t go up in a straight line. Periods of volatility
are natural and often necessary, but over time, the market has shown remarkable resilience.

As always, thank you for your time and the confidence you have placed in us. Please call anytime.

“Working hard to earn your trust...and even harder to keep it”

20975 Swenson Drive, Suite 300, Waukesha, W1 53186

Phone: (262) 523-8300  Fax: (262) 523-8333
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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.

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.

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 (“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 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.

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.
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