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Source: Ibbotson, Bloomberg, US Bureau of Labor Statistics, US Federal Reserve, Morgan Stanley Wealth Management Global Investment Office (GIO). Note: CPI as of Dec.
31, 2022; regime indicator and GDP as of Sept. 30, 2022. Accelerating and slowing trends are identified by comparing the geometric average rate over a seven-year horizon
with that over a 20-year horizon.
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Positioning Portfolios for Inflation
Inflationary Regimes Call for Very Different Portfolios
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Source: Morgan Stanley Wealth Management t GIO. For further details see Global Investment Committee: What if the Future Is Inflation? Correcting Disinflationary Bias in
Market Forecast: January 26, 2023.
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Positioning Portfolios for Inflation
Value of using Real Return targets in Portfolio Construction

Return since inception (annualised) Conservative Balanced Growth
Core Model Portfolios 4.90% 7.38% 9.58%
Peer Group 3.02% 5.85% 8.78%
Excess return 1.89% 1.53% 0.80%
As at 31 July 2023
Core Conservative Investment Growth Core Balanced Investment Growth Core Growth Investment Growth

2013 2015 2017 2019 2021 2023 2013 2015 2017 2019 2021 2023 2013 2015 2017 2019 2021 2023
Core Conservative Core Balanced
ABS Australian CPI +2% p.a. --- ABS Australian CPI +3% p.a. --- ABS Australian CPI +4.5% p.a.

Morningstar, Morgan Stanley Wealth Management Research. Inception date is 18 April 2012. Results shown represent total return (including dividends). Return data from
18 April 2012 (inception) to 31 July 2023. Past performance is no guarantee of future results. The portfolio is hypothetical and does not include actual trades; results do not

include transaction costs/fees. Tables may not sum due to rounding. For further details see Asset Allocation Insights: Core Conservative, Balanced and Growth Model
Portfolio Performance Updates for July 2023.
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Positioning Portfolios for Inflation
Key Drivers of Inflation are falling in the US

Commodity and Raw Material Prices Wages
Bloomberg Commodity data as of July 31, 2023 and CPI Personal Income Monthly Data as of June 30, 2023 and
data as of July 31, 2023 Headline CPI data as of July 31, 2023
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Source: Bloomberg, Morgan Stanley Wealth Management GIO. M2 is a measure of the money supply that includes all elements of M1 as well as "near money." M1 includes
cash and checking deposits while near money refers to savings deposits, money market securities, mutual funds and other time deposits
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Sim | Iar Prog ress on Fightl ng Inﬂation in Australla Headline inflation in 3-month annualised terms now sits within the RBA's
~ monthly headline CPI (%)
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Source: ABS, Morgan Stanley Research
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Positioning Portfolios for Inflation
Global Inflation Forecasts: Headline CPI

Base Case Forecasts

Quarterly Annual
2023E
fiz\r;;umer Price Inflation a 30 4Q 2022 2023E 2024E
Global* 50 63 67 63 | 54 39 36 30 | 26 26 23 24 | 60 | 40 | 25
G10 63 77 81 80 | 66 51 42 31 | 27 25 23 21 | 75 | 47 | 24
us 80 86 83 71 | 58 41 35 29 | 25 24 21 20 | 80 | 40 | 22
Euro Area 61 80 93 100 | 80 62 49 32 | 26 25 23 22 | 84 | 56 | 24
Japan 09 24 29 39 | 36 33 30 27 | 24 25 21 14 | 25 | 32 | 21
UK 62 92 100 108 | 102 84 68 44 | 40 27 28 26 | 90 | 75 | 30
Australia 51 61 73 78 | 71 63 52 40 | 35 32 31 31 | 66 | 56 | 33
EM* 38 51 55 49 | 44 30 31 29 | 26 26 24 27 | 48 | 33 | 26
AXJ 27 39 43 35 |32 19 23 22 | 20 21 19 24 | 36 | 24 | 21
China 11 22 27 18 | 13 01 -01 04 | 05 07 11 14 | 20 | 04 | 09
India 63 73 70 61 | 62 46 73 60 | 49 52 35 48 | 67 | 60 | 46
LatAm* 90 101 92 80 | 75 58 55 54 | 47 42 42 40 | 91 | 60 | 43
Brazil 107 119 87 61 | 53 38 47 51 | 47 42 43 41 | 93 | 47 | 43

Source: IMF, Morgan Stanley Research forecasts. Data as of August 25, 2023.

*Note: Global and regional aggregates are GDP-weighted averages, using PPP weights. Global core inflation includes G4 and BRIC. CPIl numbers are period averages.
Japan headline inflation includes VAT and free education impact. *Global, EM, and LatAm aggregates exclude Argentina. AJapan's core CPI is excluding energy and fresh
food, and ex VAT and Free child education impact.
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Positioning Portfolios for Inflation
Key Points

1.

Real Economic Growth and Inflation are the two key macroeconomic variables that drive
portfolio design and asset allocation decisions.

Defining different regimes can help to orientate portfolio decisions.

Inflationary regimes call for very different portfolios with more cash, equities as well as real
assets and less fixed income.

Headline inflation continues to fall with many of the key drivers retracting though core inflation
measures are stickier.

On a 3-month annualised basis, domestic headline inflation in July 2023 remained in the
Reserve Bank of Australia's target band. Headline disinflation has been faster than core but
Morgan Stanley believes this will likely reverse in the next few months given oil dynamics, and
core remains quite persistent above target.

Morgan Stanley forecasts US headline inflation to fall to approximately the central bank target
band by Q4 2024.
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Disclosure Section

The information and opinions in Morgan Stanley Wealth Management Research were prepared by Morgan Stanley Wealth Management Australia Pty Ltd (ABN 19 009 145 555, holder of Australian
Financial Services License No. 240813) ("Morgan Stanley Wealth Management"), and Morgan Stanley Wealth Management takes responsibility for the production of this report. Morgan Stanley
Wealth Management’s Research Department produces and distributes research products for clients of Morgan Stanley Wealth Management.

This Morgan Stanley Wealth Management Research is disseminated and available only in Australia.

For important disclosures (including copies of historical disclosures) regarding the securities and/or companies that are the subject of this Morgan Stanley Wealth Management Research product,
please contact Morgan Stanley Wealth Management Research, Level 26 Chifley Tower, 2 Chifley Square, Sydney NSW 2000, Attention: Research Management. In addition, the same important
disclosures, with the exception of the historical disclosures, are contained on the Firm's disclosure website: https://www.morganstanley.com/online/researchdisclosures Historical disclosures will be
provided upon request back to June 1, 2009.

In addition, please contact us if you require Morgan Stanley Wealth Management Research model portfolio performance figures for previous periods.

Global Research Conflict Management Policy
Morgan Stanley Wealth Management has a Conflict Management policy available at:
https://www.morganstanley.com/online/researchconflictpolicies

Morgan Stanley & Co. LLC Stock Rating System & Definitions
For an explanation of Morgan Stanley's Stock Rating system and definitions, please refer to Morgan Stanley Wealth Management’s disclosure
website: https://www.morganstanley.com/online/researchdisclosures

Hybrid and Convertible Securities Rating System and Definitions

The value of hybrid and convertible securities can be impacted by a number of events including but not limited to movements in credit spreads, secondary market liquidity, and relative attractiveness

of hybrid returns versus other asset classes. Significant event risk can also impact the value of hybrid and convertible securities. These include, but are not limited to credit adjustment by rating

agencies, underlying entity fundamentals, changes in the tax and or regulatory environment, solvency issues surrounding the underlying entity and changes to the duration or maturity date. For a

large number of investment grade securities, the rights to redeem, convert, change, and/or extend the terms lie with the issuer and not the holder of the security. Morgan Stanley Wealth

Management cannot make an assessment on potential changes to terms until they have been announced by the issuer. Neither the capital value nor the distribution income of hybrid or convertible

securities is guaranteed. In an event of default, hybrid securities may rank ahead of equity holders but behind debt holders in the winding up of an entity. For full terms and conditions of each hybrid

or convertible security, including specific risks related to each security, refer to the prospectus or product disclosure statement available from your Financial Adviser. Morgan Stanley Wealth

Management Research does not necessarily cover the underlying equity securities for hybrid and convertible securities mentioned in this report.

Investment Risk Rating: Morgan Stanley Wealth Management’s hybrids and convertibles risk ratings assess the risk of each security based on a number of quantitative and qualitative factors,

including the financial strength of the issuer, debt/equity ratio of the issuer, interest cover of the issuer, the issuer’s ability to pay distributions, conversion risk, dilution risk of conversion into equity,

and duration risk. Risk ratings assess both the risk of the issuer and the specific risk of the actual security. An issue can be rated high risk for example, despite the issuer being of sound financial

health, due to security specific terms which are security holder ‘unfriendly’, or there is a high degree of uncertainty (and therefore “redemption value”) on the exit and/or conversion conditions.

Each security will then be given one of four ratings:

» Low Risk — a security is backed by an entity that has strong capacity to meet its financial obligations and commitments. The risk of the entity missing a distribution payment is considered low.

* Medium Risk — a security is backed by an entity that exhibits adequate protection parameters, however, adverse economic conditions or changes in circumstances could lead to a weakened
capacity of the entity to meet its financial obligations.

* High Risk — a security is backed by an entity that is more vulnerable to adverse economic conditions which may lead to distributions being lowered or cancelled. A security may also be
considered High Risk when the outcomes surrounding the maturity date are largely unknown.

« Speculative Risk — a security is backed by an entity that is highly vulnerable to adverse economic conditions. An entity may also be showing signs of financial stress. There is a high degree of
uncertainty surrounding the entity’s ability to make a regular distribution payment.
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Other Important Disclosures

The research analysts or strategists principally responsible for the preparation of Morgan Stanley Wealth Management Research have received compensation based upon various factors, including
quality of research, investor client feedback, competitive factors, and firm profitability or revenues (which include fixed income trading and capital markets profitability or revenues). Research
analysts' or strategists' compensation is not linked to the profitability or revenues of particular capital markets transactions performed by Morgan Stanley Wealth Management or the profitability or
revenues of particular fixed income trading desks. Morgan Stanley Wealth Management and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Wealth
Management Research. Morgan Stanley Wealth Management and/or its affiliates sells to and buys from customers the securities/instruments of companies covered in Morgan Stanley Wealth
Management Research on a principal basis. This communication has been prepared solely for information purposes and does not constitute an offer or a recommendation to buy or sell any
particular security or to adopt any specific investment strategy. The material contained herein is not intended to constitute investment advice, nor should it be construed in any way as tax,
accounting, legal or regulatory advice. To the extent this communication is deemed to contain any general financial advice, such advice is prepared without taking account your objectives, financial
situation or needs and because of this, you should, before acting on the general advice, consider the appropriateness of the advice, having regard to your objectives, financial situation and needs, If
the advice relates to the acquisition of a particular financial product for which a target market determination (‘TMD’), product disclosure statement or other disclosure document (‘offer document’) is
available, you should obtain the offer document and TMD relating to the particular product and consider these documents before making any decision whether to acquire the product. Morgan
Stanley Wealth Management recommends that investors independently evaluate particular investments and strategies, and encourages investors to seek the advice of a Financial Adviser. The
appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives. The securities, instruments, or strategies discussed in Morgan Stanley
Wealth Management Research may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them.

Morgan Stanley Smith Barney LLC, its affiliates and Morgan Stanley Financial Advisers do not provide legal or tax advice. Each client should always consult his/her personal tax and/or legal adviser
for information concerning his/her individual situation and to learn about any potential tax or other implications that may result from acting on a particular recommendation. Morgan Stanley Wealth
Management Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy.

The important disclosures contained on the Firm's disclosure website at: https://www.morganstanley.com/online/researchdisclosures list all companies mentioned where Morgan Stanley Wealth
Management or Morgan Stanley & Co. LLC owns 1% or more of a class of common equity securities of the securities/instruments of companies. Morgan Stanley Wealth Management or its affiliates
may trade securities/instruments or derivatives of securities/instruments in ways different from those discussed in Morgan Stanley Wealth Management Research.

Employees of Morgan Stanley Wealth Management not involved in the preparation of Morgan Stanley Wealth Management Research may have investments in securities/instruments or derivatives
of securities/instruments of companies mentioned and may trade them in ways different from those discussed in Morgan Stanley Wealth Management Research. Morgan Stanley Wealth
Management holds various roles in respect of financial products. Subject to the Conflict Management policy, Morgan Stanley Wealth Management may receive a fee (which may or may not be at an
additional cost to the investor) from a product issuer which will be disclosed to investors prior to investments in relevant securities, instruments or strategies. Investors are strongly encouraged to
consult with their financial adviser for further details to evaluate any potential investment. Morgan Stanley Wealth Management Research is based on public information. Morgan Stanley Wealth
Management makes every effort to use reliable, comprehensive information, but we make no representation that it is accurate or complete. We have no obligation to tell you when opinions or
information in Morgan Stanley Wealth Management Research change apart from when we intend to discontinue equity research coverage of a subject company. Facts and views presented in
Morgan Stanley Wealth Management Research have not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley Wealth Management business areas,
including investment banking personnel.

The value of and income from your investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market
indexes, operational or financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in securities/instruments transactions. Past
performance is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be realised. If provided, and unless otherwise stated, the
closing price on the cover page is that of the primary exchange for the subject company's securities/instruments. Morgan Stanley Wealth Management and its affiliates may make investment
decisions or take proprietary positions that are inconsistent with the recommendations or views in this report. The trademarks and service marks contained in Morgan Stanley Wealth Management
Research are the property of their respective owners. Third-party data providers make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data
they provide and shall not have liability for any damages of any kind relating to such data.

Morgan Stanley Wealth Management Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley Wealth Management.
Morgan Stanley Wealth Management Research is disseminated and available primarily electronically, and, in some cases, in printed form.

This report was prepared solely upon information generally available to the public. No representation is made that it is accurate and complete.

Additional information on recommended securities/instruments is available on request.

© 2023 Morgan Stanley Wealth Management Australia Pty Ltd

If you wish to unsubscribe to this report please email: wealth.management.au@morganstanley.com
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