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Total Returns for Select Indexes: YTD Through March 2024

Market Expectations & Sentiment

»

Consensus estimates for earnings and profit growth in the
United States’ stock market continue to indicate optimism,
with year-over-year earnings growth and operating
margins expected to be in the low double-digits.

Certain positions, such as low short interest on stocks and
a low ratio of puts to calls suggest that a more sanguine
view on risk is currently prevalent in the market.

The market appears to expect the yield on Treasury bonds
net of inflation to average slightly less than 1%, as was
often the case in years closely prior to COVID. If this
expectation proves to be correct, bonds may look
increasingly attractive versus stocks, placing downward
pressure on stock valuations.

Economic & Financial

»

One-, three- and six-month average inflation figures have
been accelerating, challenging the view that the Federal
Reserve’s work towards taming inflation is complete.

Continued higher rates are showing to have bifurcated
effects across different types of entities. Notably, smaller
businesses, lower-income consumers, commercial real
estate, and regional banks are more negatively sensitive to
elevated interest rates.

Market breadth, or the diffusion of winners across the
stock market, has increased over the last month. This is
generally viewed positively as it may indicate a more
broadly felt economic expansion.

Looking outside of the United States, the Japanese stock
market appears to have a myriad of potential tailwinds
such as improving growth and inflation dynamics, low
valuations, and a relatively inexpensive currency that may
benefit exports.
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Diversified Portfolio is comprised of 40% MSCI ACWI, 40% Bloomberg US Aggregate, 5% FTSE US 3 Mo. T-Bills, 9%, HFRX Global Hedge Funds,
3% Bloomberg Commodity Index, and 3% FTSE NAREIT All Equity REITS Total Return Index
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The Inflation Story is Unresolved
Core CPI Annualized
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Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any security or other financial
instrument or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material. Source: Morgan Stanley Wealth Management GIC as of April 10, 2024. Equity
risk premium is the excess return that an individual stock or the overall stock market provides over a risk-free rate. The risk-free rate represents the interest an investor would expect from an absolutely risk-free investment over a
specified period of time. Chart Sources: (Top) FactSet, Morgan Stanley Wealth Management Global Investment Office.; (Left) Morgan Stanley Wealth Management as of February 29, 2024; (Right) Morgan Stanley Wealth
Management GIC, as of March 31, 2024; Hyas Group is a separate business unit within Morgan Stanley Institutional Investment Advisors LLC © 2024 Morgan Stanley. 6584660-4/24 The attached contains an update from

Morgan Stanley. While it is intended for the Morgan Stanley Smith Barney client base, we thought it might be of interest to you for educational purposes. Should you have any questions, please contact your Hyas Group
Consultant.



