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People’s Behavior Drives Economics, Not the Reverse

When one’s normal behavior has been constrained, whether through
isolation, illness, immobility, or work, when the constraining factor is
removed most people respond exuberantly to the sudden freedom as they
return to their normal behavior.

During the recent Covid imprisonment people coped to some extent
through online purchases, home food deliveries, and binge television
viewing. This was enabled by businesses who adapted by changing their
business models to ones that would accommodate their customers in this
new situation.

In the new post-Covid surge, consumers have reordered their buying
behavior towards the experiences that were denied to them during the
pandemic.

Dining out, travelling, going on cruises, all have seen surges since the
lockdowns have ended.

Some businesses may have had trouble returning to their pre-Covid
models, though others may have benefitted. Dine-in restaurants that added
delivery and greatly increased their take-out business during Covid could
still derive additional business from those expanded services even though
Covid has ended. Businesses that reduced in-house staffs, may never
replace them, but may derive more work from fewer employees even
though it might be at higher cost per hour.

These changes could lead to an economy with different defining metrics
from those we previously measured.

With banks still paying low rates on ordinary deposits, but proportionately
much higher rates on CD’s and time deposits, the measure of money
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supply as well as the velocity of short-term deposits could be more important than
previously.

Returns on cash deposits at banks may have been almost ignored by investors over the last
few years, but this could change as the FOMC continues to raise the fed funds rate from its

current rate of 5%. 1

These recent high rates, along with the current media induced perception of bank weakness,
could start to affect consumer behavior.

If investors start to take advantage of these timely rates, as well as curbing their current
spending, it could reduce the velocity of money, slowing the economy and creating the
slower growth environment which could include the lower inflation rate that the Fed is
trying to achieve.

This could also be considered an example of the consumer driving the economy, the
opposite of ‘central planning’ even though ‘the Fed’ as part of the central government
certainly contributed.

As always, these actions could, in my opinion, lead to various opportunities that may fit
your personal financial objectives.

Please call to discuss those that may be applicable.

Sicerely,
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James P Dretler

Senior Portfolio Management Director
Senior Vice President

Financial Advisor

1.  bankrate.com/rates/interest-rates/federal-funds-rate/
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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.

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

Investing in commodities, futures and options on futures contracts entails significant risks. Prices of futures and options on futures contracts may be affected
by a variety of factors at any time, including but not limited to, (i) changes in supply and demand relationships, (i) governmental programs and policies, (iii)
national and international political and economic events, war and terrorist events,(iv) changes in interest and exchange rates, (v) trading activities in the
underlying assets or commodities and related contracts, (vi) pestilence, technological change and weather and (vii) the price volatility of a commodity or
asset. In addition, the futures markets may be subject to temporary distortions or other disruptions due to various factors, including lack of liquidity,
participation of speculators and government intervention

Please note that by clicking on the URLSs or hyperlinks in the document you will leave a Morgan Stanley Smith Barney LLC website and enter another
website created, operated and maintained by a different entity. Morgan Stanley Smith Barney LLC is not implying an affiliation, sponsorship, endorsement
with/of the third party or that any monitoring is being done by Morgan Stanley of any information contained within the linked site; nor do we guarantee its
accuracy or completeness. Morgan Stanley is not responsible for the information contained on the third-party web site or the use of or inability to use such
site

The securities/instruments discussed in this material may not be appropriate for all investors. The appropriateness of a particular investment or strategy will
depend on an investor’s individual circumstances and objectives. Morgan Stanley Wealth Management recommends that investors independently evaluate
specific investments and strategies and encourages investors to seek the advice of a financial advisor.

Equity securities may fluctuate in response to news on companies, industries, market conditions and the general economic environment.

Companies cannot assure or guarantee a certain rate of return or dividend yield; they can increase, decrease or totally eliminate their dividends without
notice.

Investing in smaller companies involves greater risks than those a
fluctuations and illiquidity.

sociated with investing in more established companies, including significant stock price

Bonds are subject to interest rate risk. When interest rates rise, bond prices fall; generally, the longer a bond's maturity, the more sensitive it is to this risk.
Bonds may also be subject to call risk, which is the risk that the issuer will redeem the debt at its option, fully or partially, before the scheduled maturity
date. The market value of debt instruments may fluctuate and proceeds from sales prior to maturity may be more or less than the amount originally
invested or the maturity value due to changes in market conditions or changes in the credit quality of the issuer. Bonds are subject to the credit risk of the
1ssuer. This is the risk that the issuer might be unable to make interest and/or principal payments on a timely basis. Bonds are also subject to reinvestment
risk, which is the risk that principal and/or interest payments from a given investment may be reinvested at a lower interest rate.

Morgan Stanley and its Financial Advisors do not provide tax or legal advice. Individuals should seek advice based on their particular circumstances from

an independent tax or legal advisor.

Morgan Stanley Smith Barney LLC is a registered Broker/Dealer, Member SIPC, and not a bank. Where appropriate, Morgan Stanley Smith Barney
LLC has entered into arrangements with banks and other third parties to assist in offering certain banking related products and services.

The Dow Jones Industrial Average is a price-weighted average of 30 blue-chip stocks that are generally the leaders in their industry. 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. Member SIPC.
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