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Taking Stock of the Stock Market
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2022 Year In Review

2022 Year In Review

Perfect Storm

COVID Supply Chain Issues
Russia/Ukraine Conflict Further Disrupts Prices
Federal Reserve Forced Into Aggressive Action

Interest Rates

Federal Reserve Increased Interest Rates From 0% To 4.25%

Mortgage Rates
Began The Year At 2.65%, Hit A High Of 7.08%

Inflation
Reached A High Of 9.10%



2022 Returns

STOCKAND BONDRETURNS

Worst year for bonds and 7th worst for stocks

Worst years for U.S. Bonds 7thworst ever year for U.S. Stocks

Since 1926, total returnforeach period Since 1926, total return foreach period
Year Return Next 12 months Year Return Next 12 months
2022 -13.0 ? 1931 -43.3 -8.2
1994 -29 185 2008 -37.0 26.5
1931 -2.3 8.8 1937 -35.0 311
2013 -20 6.0 1974 -26.5 372
2021 -1.5 -130 1930 -24.9 -43.3
1958 -13 -0.4 2002 -22.1 287
1999 -08 11.6 2022 -18.1 ?
1969 0.7 16.9 1973 -14.7 -26.5
1955 0.7 -0.4 2001 -11.9 -22.1
1956 -04 7.8 1941 -11.6 203
Avg. -2.6 6.2 Avg. -24.5 49

Source: Morningstar as of 12/31/22. 1.5, bonds represented bny'nIﬂ?--nI US Gov IT Index from 1/1/26 to 1/3/89 and the Bloonberg LS. Agg Bond TR Index from 1/3/89 to 12/31/22. 1.5.stocks are represented by the 58P 500 Index from 3/4/57 to
12431/22 and the |A SBBIU.S. Lrg Stecl 4/57, unmanaged indexes that are generally considered representative of the LS. stock ma rket during each qwsrhmsp:—noc Past mrfurmanc.ednesnutguaranteeonndcatefutue
results. Index performance is for illustra stive purposes only. Yf‘u cannot invest directlyin the index.




What’s Happening Now

* Inflation / Interest Rates

e US Dollar

* China Reopening




Federal Reserve

The Federal Reserve has struggled to forecast their own future decisions

March 2022: Fed suggested that interest rates would end 2022
between 1.75% and 2.25%

They are currently at 4.50%




Interest Rates

What Happens When The Fed Raises Rates?

September 2021 September 2022
Fed Funds Rate: 0% Fed Funds Rate: 3.0%
1 Year Treasury Yield: 0.09% 1 Year Treasury Yield: 3.90%

30 Year Mortgage Rate: 3.18% 30 Year Mortgage Rate: 7.06%




Federal Funds Rate

25
20

15

o l

Federal Funds Rate %

0 L] 1 1 L] L] L] L] L] L] L] 1 1 1 L] L] L] L] L]

1971 1974 1977 1980 1983 1986 1989 1992 1995 1998 2001 2004 2007 2010 2013 2016 2019 2022



Mortgage Rates

30 Year Mortgage Rate

20% Mortgage Rates

Approach 20%
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Treasury Yields

2 Year Treasury Yield
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Long Term Stock Performance
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Inflation

Inflation Rate %

Mar-21  2.60
Apr-21  4.20
May-21 5.00
Jun-21 5.40
Jul-21 5.40
Aug-21 5.30
sep-21 540 Accelerating
Oct-21  6.20
Nov-21 6.80
Dec-21 7.00
Jan-22  7.50
Feb-22  7.90
Mar-22  8.50
Apr-22 8.30
May-22  8.60
Jun-22  9.10
Jul-22 8.50
Aug-22  8.30 .
Sep-22  8.20 Decelerating
Oct-22 7.70
Nov-22  7.10

Dec-22  6.50 .



Inflation Round Trip

THE DIPP|NG COST OF SHIPPING

After a massive spike last year, container shipping
costs for many routes are finally falling back down
to pre-pandemic levels.

$10,996 —= Peak Freightos Baltic Index (FBX)
Global Container Index

2020 2021

2022 2023
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Inflation Round Trip

Oil & Gasoline Prices

March 2022

S123 / Barrel
$5.00 Gasoline

+62% N, -35%

January 2022 January 2023

S76 / Barrel S80 / Barrel
$3.28 Gasoline $3.22 Gasoline
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Inflation Round Trip

Wheat Prices

May 2022
$12.71 / Bushell

+65% -39%

January 2022 January 2023

$7.71 / Bushell $7.75 / Bushell
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Inflation Round Trip

Chicken Wing Prices

May 2021
$3.40 / Pound

+88% -74%

January 2020 January 2023

$1.80 / Pound S0.88 / Pound
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Economy In Transition

* Job openings top 11 million in  Amazon cuts 18k in largest
December layoff ever
e U.S. adds over 500k jobs in * Dell to reduce workforce by
January 6k
* Chipotle seeks to hire 15k * Microsoft is laying off 10k
workers in 2023 employees
* Boeing plans to hire 10k * Google to cut 12k workers
workers in 2023
) L adk ~ @'/ A
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BusinessWeek: August 1979

N OF
N\ EQUITIES
How inflation
BN is destroying the
c stock market

Stocks Up 11,500% Since Publication
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Market Factors

e China Reopening ¢ Inflation / Rising Interest Rates
e Labor Market e Recession Risk / Consumer
Confidence

e Resilient Consumers
e Geopolitical Uncertainty
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Disclosure

This material is intended only for clients and prospective clients of the Portfolio Management
program. It has been prepared solely for informational purposes only and is not an offer to
buy or sell or a solicitation of any offer to buy or sell any security or other financial
instrument, or to participate in any trading strategy. The individuals mentioned as the
Portfolio Management Team are Financial Advisors with Morgan Stanley participating in the
Morgan Stanley Portfolio Management program. The Portfolio Management program is an
investment advisory program in which the client’s Financial Advisor invests the client’s
assets on a discretionary basis in a range of securities. The Portfolio Management program
is described in the applicable Morgan Stanley ADV Part 2, available at
www.morganstanley.com/ADV or from your Financial Advisor. Past performance of any
security is not a guarantee of future performance. There is no guarantee that this
investment strategy will work under all market conditions. Holdings are subject to change
daily, so any securities discussed in this profile may or may not be included in your account
if you invest in this investment strategy. Do not assume that any holdings mentioned were,
or will be, profitable. The performance, holdings, sector weightings, portfolio traits and other
data for an actual account may differ from that in this material due to various factors
including the size of an account, cash flows within an account, and restrictions on an
account. Top holdings, sector allocation, portfolio statistics and credit quality are based on
the recommended portfolio for new investors as of the date specified. Holdings lists indicate
the largest security holdings by allocation weight as of the specified date. Other data in this
material is believed to be accurate as of the date this material was prepared unless stated
otherwise. Data in this material may be calculated by Morgan Stanley or by third party
providers licensed by the Financial Advisors or Morgan Stanley. Material in this presentation
has been obtained from sources that we believe to be reliable, but we do not guarantee its
accuracy, completeness or timeliness. Third party data providers make no warranties or
representations relating to the accuracy, completeness or timeliness of the data they provide
and are not liable for any damages relating to this data.
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