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Morgan Stanley

Geopolitical developments in Europe
Uncertainty bodes for prolonged volatility and higher inflation

Markets expect a strong inflationary impact in the Commodity prices were already on the rise prior to
short term, but limited in the medium term the recent events
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» While the current geopolitical developments in Europe carry low earnings risk for Australian and US
companies, if prolonged could have 3 key implications:

» Higher energy prices;
» Heightened volatility/tighter financial conditions;
« Slower economic growth.

» Morgan Stanley has downgraded 2022 growth forecasts across most regions but still expects above
trend growth this year and the next in Australia (4.5% and 3.5%) as well as globally (4.4% and 3.8%).

Source: Morgan Stanley Wealth Management Research, Bloomberg, Morgan Stanley Research, Factset. Data as at March 11, 2022.
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Morgan Stanley

The tricky handoff (i)

Highest US inflation in 40 years is likely to remain elevated in 2022

Inflation is still significantly higher in the US than Morgan Stanley forecasts US inflation to peak in Q1,
Australia, although we expect the gap to close but only be back at target levels by Dec 23
somewhat through 2022
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» Morgan Stanley sees US 12-month core PCE inflation at 3.4% in Q4 2022, meaning even if inflation falls
throughout 2022, a return to ‘normal’ (i.e. Fed target) is a 2023 story.

» Australia is also witnessing an acceleration in inflation: December quarter headline inflation (1.3% qoq) was
the strongest quarterly print since 2008 — we forecast 3.6% yoy for Q4 2022.

« Similarly, we expect inflation in Australia to normalise into 2023 and towards the top of the RBA target inflation.

» Inflation is forcing key central banks to abandon their ‘lower for longer’ stance and move towards
hiking rates much quicker and more strongly than previously expected.

Source: Haver Analytics, Morgan Stanley Research, Bloomberg, Morgan Stanley Wealth Management Research.
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Morgan Stanley

The tricky handoff (ii)

Key central banks are now expected to tighten policy materially and sooner than expected

US rates: Consensus aligned on 2022 and Australian treasury yields continue to trade at a
2023, but the market is expecting the Fed to premium to their US peers despite a slower
reverse course in 2024 expected hiking path
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* Over the next 12 months, key central banks will start reversing their lowest-ever policy rates and their
largest-ever balance sheets.

» Morgan Stanley is now forecasting the US Federal Reserve to deliver a total 150bp of tightening in 2022 and an
additional 100bp in 2023.

* Interest rate hikes in the US will be supplemented with Quantitative Tightening likely beginning in May.
* In Australia, Morgan Stanley forecasts three RBA rate hikes this year and the cash rate at 1.75% by end 2023.

» The perspective of “higher for longer” rates is expected to be a durable headwind for asset markets, which needs
to be repriced accordingly.

Source: Bloomberg, Morgan Stanley Wealth Management Research, Federal Reserve, Morgan Stanley Research.
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Morgan Stanley continues to see 2022 as a year of solid growth

Economic growth is slowing, but from high levels

Australia is a net exporter of commodities A strong global investment cycle will support

Commodity trade (%GDP)

global growth
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* The geopolitical developments in Europe are impacting inflation pressures as well as sentiment and Morgan
Stanley has downgraded our GDP outlook in most regions. We now see global growth at 4.4% in 2022 and

3.8% in 2023.

* Morgan Stanley sees headwinds to growth in the first quarter of 2022, but we continue to expect solid growth
in the US and globally based on a resilient consumer, a strong investment cycle, as well as fading but still

stimulatory monetary and fiscal policies.

» Australia is well placed to outperform most Developed Markets this year and the next given strong economic
momentum, the nation’s position as a commodity exporter, lower inflation pressures, as well as a more

accommodative RBA. Morgan Stanley currently forecasts GDP growth of 4.5% for this calendar year and 3.5%

for next year.

Source: ABS, Bloomberg, Haver Analytics, Morgan Stanley Research. Note: Trade shares are for 2021. The global aggregate is a weighted average using PPP

weights.
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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: 1 y 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
Mnm:m Qi:mh:\r Wealth Mn.n:mpmpni has a Conflict Man .agemeni_ nolicy availahle at:

Morgan Stanley & Co. LLC Stock Rating System & Definitions
For an explanation of Morgan Stanley's Stock Ratlng system and definitions, please refer to Morgan Stanley Wealth Management's disclosure
website:

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 & 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.

Important note regarding economic sanctions. This event may involve the discussion of country/ies which are generally the subject of selective sanctions programs administered or enforced by the U.S. Department of the
Treasury's Office of Foreign Assets Control (“OFAC"), the European Union and/or by other countries or multi-national bodies. The content of this presentation is for informational purposes and does not represent Morgan
Stanley’s view as to whether or not any of the Persons, instruments or investments discussed are or may become subject to sanctions. Any references in this presentation to entities or instruments that may be covered by such
sanctions should not be read as recommending or advising on any investment activities involving such entities or instruments. You are solely responsible for ensuring that your investment activities in relation to any sanctioned
country/ies are carried out in compliance with applicable sanctions.
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Morgan Stanley

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: : 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.

© 2022 Morgan Stanley Wealth Management Australia Pty Ltd

If you wish to unsubscribe to this report please email:
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BlackRock.

Macro Economics —
Implications of Interest Rate Rises



2022 investment themes

Living with inflation — we expect inflation to be persistent and settle above pre-Covid levels. Central banks should kick
off policy rate hikes but remain more tolerant of price pressures, keeping real interest rates historically low and supportive of risk
assets.

Implication: We prefer equities over fixed income and remain overweight inflation-linked bonds.

Cutting th rough confusion —a unique mix of events — the restart, new virus strains, supply-driven inflation and new

central bank frameworks — could cause markets and policymakers to misread inflation. We keep the big picture in mind but
acknowledge risks — to the upside and downside - around our core view.

Implication: We trim some risk amid an usually wide range of economic outcomes.
Navigating Net zero — Climate change is part of the inflation story. We believe a smooth transition is the least inflationary
outcome, yet even this still amounts to a supply shock playing out over decades.

Implication: We favour developed market (DM) equities over emerging markets (EM).

The opinions expressed are as of December 2021 and are subject to change at any time due to changes in market or economic conditions. Strategic
implications refer to long-term views, tactical implications refer to asset views on a 6-12 month horizon.

BlackRock. FOR WHOLESALE CLIENTS ONLY — NOT FOR DISTRIBUTION TO RETAIL CLIENTS




Macro landscape

that was already in train.

War complicates the base case in that is adding to the supply shock

The new regime — and alternatives

4

Global equities

Base case: new nominal
Mildly higher inflation meets with a muted central bank response,
keeping real rates historically low. Stocks can thrive, but bonds still suffer

as the yield curve modestly steepens.

Safety premium questioned

The perceived safety of government bonds is questioned amid rising debt
levels. Investors demand larger compensation for the risk of holding long-
term bonds. The yield curve steepens sharply. Yet this is a relative asset

shift: equities can still do well.

Productivity boom

Sustained’capital investment boosts potential growth, keeping the macro
environment'disinflationary. The Fed is patient and keeps policy loose, with
rates below neutral. The yield curve steepens, real yields stay low, and risk

assets.do well.

Slamming the brakes

Delays to the restart, perhaps due to a new vaccine-resistant virus strain,
result in weaker growth but persistently higher inflation. Central banks
aggressively push against inflation, initially sparking a surge in yields.

Result: recession with high inflation. The yield move hits stocks hard.

Runaway inflation
Inflation expectations become unanchored in the post-Covid confusion. A
messy transition to net zero could exacerbate this. 1970s-style stagflation

is back. Yields surge across the curve and risk assets sell off.

Stagnation
Growth slumps. Inflation pressures abate because labor market slack holds
back wage growth. Central banks are unsuccessful in reviving growth and

inflation. The yield curve flattenspand equities take a hit as earnings slump.

Classic risk-off

Asset bubbles form and burst. Trade wars flare up again and hurt global
activity. Central banks struggle to respond. Long-term yields fall sharply
amid a flight to perceived safety and the term premium turns negative

again. Risk assets suffer.

Global bonds +

Sources: BlackRock Investment Institute, December 2021. Notes: The schematic shows hypothetical macro and policy outcomes. These are our views on the implications for equities and
government bonds as of December 2021. For illustrative purposes only. This material represents an assessment of the market environment at a specific time and is not intended to be a
forecast of future events or a guarantee of future results. This information should not be relied upon by the reader as research or investment advice regarding any funds, strategy or

security in particular.

BlackRock.
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LIVING WITH INFLATION

Unusual supply-driven inflation is causing confusion

We are in a new macro landscape where inflation is shaped by supply constraints — a departure from the past few
decades. We expect inflation to moderate but settle at higher levels than pre-pandemic.

U.S. goods vs services inflation and spending U.S. indicator of supply constraints
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Sources: BlackRock Investment Institute, Bureau of Labor Statistics, U.S. Bureau of Economic Analysis, Institute for Supply Management, with data from Haver Analytics, January 2022. Note: the orange and
yellow lines on the chart on the left show core goods and core services CPl inflation respectively, measured by the year-on-year percent change in prices. The green line shows the share of nominal goods
spending in total U.S. personal consumer spending. The chart on the right shows the index of manufacturing supply chain constraints. The index is based on ISM survey indicators: supplier delivery times,
backlog of orders, prices paid and inventories.

BlackRock. FOR WHOLESALE CLIENTS ONLY — NOT FOR DISTRIBUTION TO RETAIL CLIENTS




LIVING WITH INFLATION

Inflationary pressures have broadened out

Central banks will start to raise rates but remain more tolerant of inflation. Fighting such inflation aggressively with
monetary policy will dent growth while doing little to address the underlying cause.

U.S. PCE inflation breakdown, 2017-2021 Euro area HICP breakdown, 2017-2021
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Forward looking estimates may not come to pass. Sources: BlackRock Investment Institute, U.S. Bureau of Economic Analysis, Eurostat, Reuters News with data from
Haver Analytics, December 2021. Notes: the charts show the breakdown of U.S. headline PCE inflation and Euro area headline HICP inflation into the percentage
point contribution of different components. The markers show consensus projections of headline inflation rates — or the total shown in the charts above. There are
no consensus projections for individual component contributions. “Goods” in the euro area refer to industrial non-energy products. There is no Shelter sub-
component in the euro area.
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BlackRock Financial Conditions Indicator

Our financial conditions indicators (FCI) give a forward view of where our Growth GPS may head and
are expressed in GDP terms.

* The BlackRock G3 Growth GPS shows
G3 [U S, Euro a rea, Ja Pa n) where the 12-month forward consensus
GDP forecast for the US, euro area and
Japan may stand in three months’ time.

s

dy b, * The FCl shows the rate of G3 GDP growth

based on its historical relationship with our
Growth GPS. The FCl inputs include policy

£ * 4 rates, government bond yields, corporate
bond spreads, equity market valuations
and exchange rates. The FCl has

historically led changes in the Growth
GPS.

B

-
L

be driven by the growth outlook. Our FCls
keep only the portion of financial asset
prices such as real term premia that drive,
rather than are driven, by growth news.
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Sources: BlackRock Investment Institute and Bloomberg, February 25, 2022. Notes: The green line shows the rate of GDP growth implied by our financial conditions indicator (FCI), based on its historical
relationship with our Growth GPS. The BlackRock Growth GPS (orange line) shows where the 12-month forward consensus GDP forecast may stand in three months’ time. The FCl inputs include policy
rates, bond yields, corporate bond spreads, equity market valuations and exchange rates. Forward-looking estimates may not come to pass

BlackRock. FOR WHOLESALE CLIENTS ONLY — NOT FOR DISTRIBUTION TO RETAIL CLIENTS




U.S. Federal Reserve rate expectations re-timed, not resized

The sharpest repricing has been in the path of short-rates over the next two years. Long-run rate expectations have
remained relatively stable at historically low levels — key for risk asset valuations.

U.S. interest rate expectations, 2021-2022
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Sources: BlackRock Investment Institute, with data from Refinitiv Datastream, February 2022. Notes: The chart compares near-term market pricing of Fed rate
expectations to the end of 2023 (orange line) with market pricing 10-years out based on overnight interest rate swaps (OIS). An OIS is an interest rate swap in which

daily payments of a reference rate, such as the effective
federal funds rate are exchanged for a fixed rate over the contract period. This captures the expected path of the reference rate over the contract term.
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We still expect steeper yield curves driven by term premium

Markets have swiftly repriced a steeper near-term path of front-end interest rates in the U.S. Yet we see markets
underappreciating higher term premium in bond markets in the long-run.

U.S. yield curve, Jan 2022 vs Sept 2021 U.S yield curves, spot vs estimates, Feb 2022
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Past performance is no guarantee of future results. Forward looking estimates may not come to pass. Sources: BlackRock Investment Institute, with data from
Refinitiv Datastream, February 2022. Notes: The left chart shows the shift in the U.S. yield curve between 30 September 2021 and 24 January 2022. The chart on the

right shows the current spot U.S. yield curve (pink), a market-implied projection of the yield curve five years from now based on overnight index swap pricing (yellow
line) and our estimate (orange line) of where U.S. yields will be in five years’ time.
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We prefer equities over credit, government bonds

The sharp repricing of interest rate expectations has hit risk assets. We see a strategic opportunity to upgrade our
developed market equity view while retaining our underweight on government bonds.

Hypothetical U.S. dollar 10-year strategic views vs equilibrium, January 2022

Inflation-linked bonds ()
Chinese government bonds o

Emerging market equity

Income private markets ([ ] -
Growth private markets - [

DM high yield and EM debt [ )
Global IG credit ()
DM governments ()
Underweight Neutral Overweight

Il )an 2022 @ September 2021

This information is not intended as a recommendation to invest in any particular asset class or strategy or as a promise - or even estimate - of future performance. Source: BlackRock Investment
Institute, February 2022. Data as of 24 January 2022. The chart shows our asset views on a 10-year view from an unconstrained U.S. dollar perspective against a long-term equilibrium allocation. Global
government bonds and EM equity allocations comprise respective China assets. Income private markets comprise infrastructure debt, direct lending, real estate mezzanine debt and US core real estate.
Growth private markets comprise global private equity buyouts and infrastructure equity. The allocation shown is hypothetical and does not represent a real portfolio. It is intended for information
purposes only and does not constitute investment advice. Index proxies: Bloomberg Barclays US Government Inflation-Linked Bond Index, MSCI World USS, Bloomberg Barclays China Treasury + Policy
Bank Total Return Index, MSCI EM, Bloomberg Barclays U.S. Credit index, JP Morgan EMBI Global Diversified Index, Bloomberg Barclays Global Credit Index, Bloomberg Barclays Global Aggregate
Treasury index. We use BlackRock proxies for private market assets. The hypothetical portfolio may differ from those in other jurisdictions, is intended for information purposes only and does not
constitute investment advice.
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Important Information

PERFORMANCE DATA

Performance figures represent past performance and are not indicative of future performance. Current performance may be higher or lower than that shown. Net performance figures
are calculated after fund management fees and expenses, and assume reinvestment of distributions. Gross performance figures are calculated gross of ongoing fees and expenses.
Unless otherwise stated, performance for periods greater than one year is annualised and performance calculated to the last business day of the month.

IMPORTANT INFORMATION

Issued by BlackRock Investment Management (Australia) Limited ABN 13 006 165 975, AFSL 230 523 (BIMAL) for the exclusive use of the recipient, who warrants by receipt of this
material that they are a wholesale client as defined under the Australian Corporations Act 2001 (Cth) and the New Zealand Financial Advisers Act 2008 respectively.

This material provides general information only and does not take into account your individual objectives, financial situation, needs or circumstances. Before making any investment
decision, you should therefore assess whether the material is appropriate for you and obtain financial advice tailored to you having regard to your individual objectives, financial
situation, needs and circumstances. This material is not a financial product recommendation or an offer or solicitation with respect to the purchase or sale of any financial product in
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