Morgan Stanley

August 6, 2026 04:01 AM GMT

US Equity Strategy

August 6, 2026

Strategy Data Pack — August 2026

Key Points:

An Early-to-Mid Cycle Transition Has Begun, Favoring Quality

As the business cycle matures and post-recession operating
leverage moderates, we believe leadership should rotate from
low quality toward companies with more stable earnings,
strong margins and operational efficiency.

With high quality representing 42% of the S&P versus 28% for
low quality—and median stock earnings growth accelerating to
14% as revisions breadth improves—the setup should support
greater index resilience, broader participation and 8,000 on the
S&P by year-end, in our view.

One of the Worst Momentum Sell-Offs in History

Momentum is rotating toward quality, Insurance and
Healthcare Equipment & Services, and away from the
Semiconductor trade based on our 3-month versus 12-month
momentum analysis.

We Still Favor Hyperscalers and Mag 7 over Semis with an
Important Caveat

Hyperscalers combine attractive relative value—their forward
multiple is in just the third percentile back to 2023—uwith
meaningful Al optionality as both enablers and adopters.
However, we also expect there to be dispersion among the
Hyperscalers going forward with ROI, balanced capex
communication and quality key differentiating factors.
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In Case You Missed It — Last Month’s Publications

Weekly Warm Ups

*US Equity Strategy: Weekly Warm-up: From Early Cycle to Mid Cycle (3 Aug 2026)

*US Equity Strategy: Weekly Warm-up: The Broadening Out Shifts to a Quality Rotation as Early Cycle Phase Ends (27 Jul 2026)
*US Equity Strategy: Weekly Warm-up: Broadening Continues as Index Struggles (20 Jul 2026)

*US Equity Strategy: Micro Meets Macro: 2Q Earnings Preview (13 Jul 2026)

*US Equity Strategy: Weekly Warm-up: The Broadening Gains Steam as Semis Lose Momentum (6 Jul 2026)

Special Reports

*2026 Intern Survey: What's Trending in Disruption? Ask the Interns (4 Aug 2026)

*Al and Economic Transition: Al Labor Disruption: Still Modest, but Increasingly Visible (3 Aug 2026)

*Thematic Alpha: US Consumer Pulse Survey: Back-to-School Spending Holds Firm as Macro Confidence Slips (3 Aug 2026)
*Global Thematics: Playing the Al Infrastructure Dip: Where to Invest and Where We See Risk (27 Jul 2026)

*Global Thematics: Al Adoption and the Future of Work: Sector Deep Dive (19 Jul 2026)

Podcasts & Videos

*Podcast | Thoughts on the Market: Quality Matters Again (3 Aug 2026)

*Podcast | Thoughts on the Market: A More Selective Stock Market (27 Jul 2026)

*Podcast | Thoughts on the Market: More Stocks Join the Bull Market (22 Jul 2026)
*Podcast | Thoughts on the Market: What's Fueling Stocks After the Al Trade (14 Jul 2026)

*Podcast | Equities Unplugged with Michael Wilson and Andrew Pauker: What Works Next As Leadership Broadens? | Ep. 62 (13
Jul 2026)
*Podcast | Thoughts on the Market: Next Leqg of the Bull Market? (6 Jul 2026)

This document is provided for the exclusive use of portnews portnews@qg.com.
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https://ny.matrix.ms.com/eqr/article/webapp/af11e950-8b8b-11f1-b78c-cd9c37049687?ch=rp&sch=ar
https://ny.matrix.ms.com/eqr/article/webapp/a77e182e-876e-11f1-907d-29b0f2de69f4?ch=rp&sch=ar
https://ny.matrix.ms.com/eqr/article/webapp/da119774-8094-11f1-a72d-f0a439fbaf0d?ch=rp&sch=ar
https://ny.matrix.ms.com/eqr/article/webapp/f561c81e-7bd0-11f1-afb7-ebdda49ca146?ch=rp&sch=ar
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https://ny.matrix.ms.com/eqr/article/webapp/2c178944-797d-11f1-afb7-ebdda49ca146?ch=rp&sch=ar&rt=audio
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Cyclically Sensitive Stocks Underperformed in 2024 and Early 2025...
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...With Sentiment Capitulating on ‘Liberation Day’

=2.00
Morgan Stanley Sentiment Indicator
=1.00
|
=0.00
F-1.00
F-2.00
US Debt Downgrade
Liberation /
Global Mfg Capitulation
- Day
Recession
CcovID
2006| 2007 | 2008 ‘ 2009 ‘ 2010 | 2011 | 2012 | 2013 ‘ 2014 ‘ 2015 | 2016 | 2017 | 2018 2019 ‘ 2020 2021 | 2022 | 2023 | 2024 | 2025 ‘ 2026
MSXAMSIL Index (Morgan Stanley Market Sentiment Indicator Level) MSI Daily 01JAN2006-04AUG2026 Copyright@ 2026 Bloomberg Finance L.P. 04-Aug-2026 14:38:35

Source: Bloomberg, Morgan Stanley Respapd s Ayl igPA%vided for the exclusive use of portnews portnews@qq.com.




MORGAN STANLEY RESEARCH

Morgan Stanley August 6, 2026

US Equity Strategy

The Low Also Coincided with a V-Bottom in Earnings Revisions Breadth

= S&P 500 Earnings Revision Breadth
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The Median Stock Is Now Recovering and Seeing the Strongest EPS Growth in 4 Years

26
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Our Leading Earnings Model Is Forecasting Double Digit EPS Growth

Morgan Stanley Non-PMI Leading Earnings Indicator
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We Expect Earnings Growth to Accelerate for the Average Stock

Returns are Expected to Broaden in 2026 and 2027
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Al-Related Stocks Remain a Key Market Driver

e Al Stocks Tech Sector S&P 500
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Our S&P 500 EPS Targets
MS Top Down EPS Estimates
MS Next 12M
MS Next 12M | Price Target MS Next 12M
Current Price | Price Target | %to Current | Current P/E | P/ETarget June 2028

Bear $299 $300 $311 $322

7,490 5,900 -219 19.8 19.0
Growth o X X 9% 0% 4% 7%
Base $339 $380 $404 $429

7,490 8,300 119 19.8 20.5:
Growth % X % 23% 12% 13% 13%
Bull $352 $416 $448 $480

0y

Growth 7,490 9,400 26% 19.8x 21.0x 28% 18% 17% 16%

Our Sector Recommendations

Morgan Stanley Sector Recommendations

Consumer

Financials Industrials Discrefionary Goods
Tech Comm. Services Health Care
Equal Weight Materials Utilities Consumer Services
Energy
Staples Real Estate

$357
30%
$357
30%
$357
30%

Bottom U

Consensus EPS Estimates

$404
13%
$404
13%
$404
13%

Source: Bloomberg, Morgan Stanley Resepfefy document is provided for the exclusive use of portnews portnews@qgq.com.
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Earnings Continue to Drive the S&P 500 Higher Despite the Valuation Pullback

——S8P 500 NTM PE (LS) S&P 500 NTM EPS (RS)
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Morgan Stanley Earnings Models

Morgan Stanley Leading Earnings Indicator Morgan Stanley Non-PMI Leading Earnings Indicator
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Consensus Is Pricing Strong Earnings through 2026
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Strong Earnings Revisions Have Led the Index Highe

= S&P 500 Earnings Revisions Breadth (LS)
S&P 500 Price YoY (RS)
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Earnings Revisions by Size and Sector — 2026 Estimates

MORGAN STANLEY RESEARCH

August 6, 2026
US Equity Strategy

% Change to 2026 Earnings Estimates Over the Last 12 Months & Year to Date

Large Caps S&P 500 Mid Caps - MID Small Caps - SML

Sector Sector LTM YTD Sector LTM YTD
Comm 36% 34% Comm 193% 65% Comm _
Discretionary 21% 22% Discretionary -8% -5% Discretionary  -12% -5%
Energy 50% 63% Energy 29% 45% Energy 18% 50%
Financials 6% 6% Financials 3% 0% Financials 6% 3%
Health Care -7% 7% Health Care -11% -6% Health Care 8% 10%
Industrials 1% 3% Industrials 7% -4% Industrials 4% -2%
Materials 14% 13% Materials -4% 5% Materials 14% 2%
Real Estate -1% 0% Real Estate 2% -2% Real Estate 3% 2%
Staples -3% -1% Staples 12% 13% Staples 3% 9%
Tech 38% 22% Tech 28% 27% Tech 16% 13%
Utilities 1% 1% Utilities -5% 0% Utilities -11% -14%
S&P 500 18% 15% S&P 400 2% 4% S&P 600 6% 6%

Source: FactSet, Morgan Stanley Researchigig off fegh§iéntddprovided for the exclusive use of portnews portnews@qgq.com.
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S&P 500 Sector Level Earnings Revisions Breadth — Pt. 1
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' = Communication Services Relative Price Y/Y (LS)
Communication Services Relative Earnings Revisions Breadth (RS)

= Consumer Discretionary Relative Price Y/Y (LS)
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Source: FactSet, Morgan Stanley Researchigis off iy ePE8s provided for the exclusive use of portnews portnews@qgq.com.
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S&P 500 Sector Level Earnings Revisions Breadth — Pt. 2
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US Equity Risk Premium Remains Historically Low

S&P 500 Next Twelve Month Equity Risk Premium

—— S&P 500 Equity Risk Premium (Bps)
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Source: FactSet, Bloomberg, Morgan Stanley Research as of July 31, 2026.
Note: ERP based on forward earnings yield and 10-year Treasury Yield. .
This document is'provided for the exclusive use of portnews portnews@qg.com.
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US Equity Market Traditional Valuation Measures
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S&P 500 NTM P/E

—— S&P 500 Next 12 Month P/E
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Valuation by Size and Sector — Current FWD P/E vs 4 Yr. Median

Sector Fwd PE Median Delta Sector Fwd PE Median Delta Sector Fwd PE Median Delta
Comm 17.8 16.1 10% Comm 16.5 18.5 -11% Comm 315 21.3 48%
Discretionary 23.9 271 -12% Discretionary 15.0 10.7 41% Discretionary 14.2 7.8 82%
Energy 13.6 8.1 67% Energy 118 71 66% Energy 12.7 6.2 104%
Financials 156.3 12.2 26% Financials 10.3 9.6 8% Financials 10.6 10.9 -3%
Health Care 18.4 16.3 13%  Health Care 23.0 229 1% Health Care 22.1 36.0 [11589%
Industrials 24.8 175 41% Industrials 204 14.7 39% Industrials 19.3 12.3 57%
Materials 17.2 13.6 26% Materials 14.0 8.5 64% Materials 12.7 11.0 15%
Real Estate 18.6 19.1 -2% Real Estate 14.9 13.0 14% Real Estate 13.0 11.5 13%
Staples 22.0 2141 4% Staples 15.0 16.7 -10% Staples 15.3 18.2 -16%
Tech 21.7 224 -3% Tech 227 16.8 35% Tech 22.8 15.7 45%
Utilities 17.5 204 -14% Utilities 15.7 18.1 -13% Utilities 19.8 24.2 -18%
S&P 500 19.6 175 12% S&P 500 16.0 125 28% S&P 500 15.3 12.2 25%

Source: FactSet, Morgan Stanley Research as of July 31, 2026. . .
This document is provided for the exclusive use of portnews portnews@qg.com.
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Valuation by Size and Sector — Current FWD P/Sales vs 4 Yr. Median

Large Caps - S&P 500

Sector Fwd PS Median Delta Sector Fwd PS Median Delta Sector Fwd PS Median Delta
Comm 4.2 3.4 24% Comm 2.0 1.9 6% Comm 15 0.9
Discretionary 26 22 20% Discretionary 0.8 0.8 0% Discretionary 0.7 0.6 17%
Energy 14 1.3 10% Energy 1.3 1.0 26% Energy 0.8 0.5 47%
Financials 3.2 2.9 11% Financials 1.9 1.8 4% Financials 2.0 1.9 2%
Health Care 15 16 - Health Care 2.8 2.3 23%  Health Care 14 14 2%
Industrials 3.0 2.2 Industrials 1.7 1.3 32% Industrials 1.2 0.9 26%
Materials 2.2 2.1 5% Materials 1.2 1.0 22% Materials 1.0 0.9 10%
Real Estate 6.1 6.2 -1% Real Estate 3.8 3.6 6% Real Estate 29 25 17%
Staples 1.5 1.5 5% Staples 04 0.6 Staples 05 04 23%
Tech 7.8 7.3 8% Tech 21 14 Tech 2.2 15 48%
Utilities 2.7 2.6 7% Utilities 2.5 1.8 36% Utilities 2.2 2.5

S&P 500 3.3 2.7 21% S&P 500 1.6 1.3 19% S&P 500 1.2 1.0 24%

Source: FactSet, Morgan Stanley Research as of July 31, 2026. . .
This document is provided for the exclusive use of portnews portnews@qg.com.
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Stock Specific Risk Fell Sharply Post Liberation Day and Has Since Rebounded

Median 63-Day Rolling Stock Specific Risk
Through Jul 31, 2026
90%
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Source: Morgan Stanley Quantitative Equity flesgfeli 558Rt is provided for the exclusive use of portnews portnews@qq.com.
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Return Dispersion Has Risen in 2026

Return Dispersion (Rolling 12 Mo.)

12% === | ong Term
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Long-term
Average =7%

Book-to-Price Dispersion Below Median

=== Bo0k-t0-Price Dispersion (Folling 12 Mo.)
71%

61%
51%
41%
31%
21%

1%

1979 1985 1991 1997 2003 2009 2015 2021

Estimate Dispersion Has Also Ticked Higher in 2026

= Earnings Estimate Dispersion (Rolling 12 Mo.)

Earnings Yield Dispersion Falling as Valuations Rise

= Earnings Yield Dispersion (Rolling 12 Mo.)

12%

11% Financial
Crisis

10%
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7%
6%
5% Long_TeTm
4%  Average =6%
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1979 1985 1991 1997 2003 2009 2015 2021

Source: Gompustat, Morgan Stanley Quanifglive, Eavity Research Toa/mi JoF 6P Sloeks: Siandard Deviation vsad Al hate ae sty 31 R9R6:
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Cap Weight vs Equal Weight 12-Month Total Return

S&P 500 12-Month Total Return

Cap Weight Equal Weight
Energy 41% Information Technology 96%
Health Care 27% Energy 44%
Information Technology 26% S&P 500 27%
Industrials 20% Health Care 25%
S&P 500 20% Materials 22%
Communication Services 19% Industrials 17%
Materials 15% Real Estate 12%
Real Estate 14% Financials 12%
Financials 10% Utilities 9%
Consumer Staples 10% Consumer Discretionary 6%
Consumer Discretionary 8% Consumer Staples 5%
Utilities 6% Communication Services 4%

Cap Weight vs Equal Weight Performance YTD

S&P 500 Total Return YTD

Cap Weight

Equal Weight

Industrials

Information Technology
Energy

Materials

Real Estate

S&P 500

Consumer Staples
Utilities

Health Care
Communication Services
Consumer Discretionary
Financials

20%
20%
20%
12%
12%
10%
8%
8%
3%
1%
-1%
-1%

Information Technology
Energy

Industrials

S&P 500

Materials

Real Estate

Utilities

Health Care

Consumer Staples
Financials

Consumer Discretionary
Communication Services |]

Source: Bloomberg, FactSet, Morgan Starfipy Rg#sagat &8 ©1dr 81id®¥4 for the exclusive use of portnews portnews@qq.com.

54%
25%
14%
13%
13%
12%
10%
5%
5%
0%
-1%
-9%

26



MORGAN STANLEY RESEARCH

Morgan Stanley August 6, 2026

US Equity Strategy

Outline

@ Narrative

@ Earnings & Valuation

This document is provided for the exclusive use of portnews portnews@qg.com.

27



MORGAN STANLEY RESEARCH

Morgan Stanley August 6, 2026

US Equity Strategy

Our Sector Recommendations

Our Sector Recommendations

Morgan Stanley Sector Recommendations

Financials Industrials Iy
Discretionary Goods
Tech Comm. Services Health Care
Equal Weight Materials Utilities Consumer Services
Energy
_ Staples Real Estate

Source: Bloomberg, Morgan Stanley Resepiefs document is provided for the exclusive use of portnews portnews@qq.com.
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 Earnings revisions and macro indicators for Capital Goods and
Transports have inflected higher, despite geopolitical and tariff-
related risks.

» Manufacturing data remain supportive: new orders rising,
inventories benign, ISM resilient, and backlogs meaningfully
improving.

* Freight spend growth, improving C&l loans, and stabilizing
short-cycle revenues signal a healthier industrial demand
backdrop.

» Capex growth is accelerating, driven by earnings recovery,
fiscal tailwinds, data-center buildout, and reshoring dynamics.

Capex Growth Picking Up for Both the Mag 7 and S&P 493

———Mag 7 LTM Capex Y/Y (LS) S&P 493 LTM Capex Y/Y (RS)

100% 30%
80% 25%
60% 20%
40% 19%

/ 10%
20% \ / 5%
. ¥ 0%
-20% -5%
-40% -10%

2018 2019 2020 2021 2022 2023 2024 2025 2026

Industrial Loan Growth on the Rise

C & I Loans in Bank Credit: All Commercial Banks

% Change - Year to Year  SA, §

e R | kY Vi

ISM Manufacturing PMI Has Held Up Well Despite the

Geopolitical Risks

15M Mfg: PMI Composite Index

SA, 50+ = Econ Expand

Source: Morgan Stanley Research. As of Thily 319 2026.ent is provided for the exclusive use of portnews portnews@qg.com.
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Overweight: Financials

Banks Earnings Expectations Continue to Rise As

* Banks hold a significant amount of excess capital and our MS Valuation Looks More Attractive

Banks team models this to expand with Basell Il Endgame S&P 500 Banks
and GSIB surcharge revisions. 15 ——NTMPIE Banks Forward 12-Month Eamings Growth (R) 16,
15%
* Forward earnings growth is improving (14%), valuations 14 14%

13%

remain attractive (12x), and earnings revisions breadth has 3 2%
. v %

turned positive. Y ‘V w W %
* Loan growth and SLOOS signal upside momentum, especially f’r\/‘v %

%

10 6%

* Positioning is extremely light, leaving the excess-capital and 0 i;
earnings-upside narrative largely out of consensus. L N I I I I A

H ‘b Vv
e{b Q‘é \0 c}’Q \;0 \'b {{b e{b* \,0\ ‘,Q;Q \;0 \'b Q& Q;b* W

8%
for mid-size and regional banks; M&A activity is set to recover.

We See a Sustained M&A Rebound Ahead Senior Loan Officer Survey Points to C&l Loan Growth in 2026
== FRB Sr Officers Survey: Banks Tightening C&l Loans (Adv. 5Q, Inverted, LS)
Announced MBA Deal Value ($8) C &1 Loans in Bank Credit: All Commercial Banks Y/Y (RS)
—+-BASE —+BUL —BEAR .40 20%
15%
-20

\\. ,‘ h 10%

° HRVALT

20 0%

40 5%
60 10%
15%
80 -20%
100 -25%

Q %3 o O
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Source: Morgan Stanley Research. As of: $#jy34308%nent is provided for the exclusive use of portnews portnews@qq.com.
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* U.S. consumer remains resilient despite higher gas prices,
supported by high-income spending share and ~$65B real

income tailwind from the OBBBA.

* Household balance sheets continue improving; labor market is
stable, and aggregate consumer earnings expectations are up

since Iran conflict.

» Consumer Staples are more sensitive to energy prices; we
prefer Discretionary as earnings revisions breadth re-

accelerates.

* Discretionary Goods benefit from services-to-goods wallet
shift, improving pricing, and technical support at long-term

relative levels.

Household Liabilities As A Share of Household Assets

Continue to Fall

e Ttall Bottom 40% income cohort
26.0%

24.0%
22.0%
20.0%
18.0%
16.0%
14.0% "0,
12.0%
10.0%
8.0%

6.0%

1090 1Q93 1Q96 1Q99 1Q02 1Q05 1Q08 1Q11 1Q14 1Q17 1Q20 1Q23

Consumer Goods Pricing Is Improving While Consumer

Services Pricing Is Decelerating

=— PCE: Goods: Chain Price Index
% Change - Year to Year 5A, 2017=100

Higher Income Consumer Drives Large Share of Personal

Consumption

Share of Spending by Income Cohort
Bottom 20% 20-40% = 40-60%
60-80% = 80-90% mTop 10%

100%
90%
80%
70%
60%
50%

40%
20%
10%

0%
2000 2004 2008 2012 2016 2020

Source: Morgan Stanley Research. As of: $ly34,80gfnent is provided for the exclusive use of portnews portnews@qq.com.
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» We are underweight Consumer Staples and Real Estate

on the back of our view that the rolling recession ended on
Liberation Day and that we have begun a new rolling
recovery. These sectors are likely to lag on a relative
basis, in our view.

We have a preference for Cyclicals over Defensives in
2026 as we believe strong operating leverage will drive
market broadening.

Consumer Staples face headwinds from tariffs, commodity
costs, low immigration, and a weakening low-income
consumer. Utilities are highly bifurcated between Al-plays
and more traditional energy providers.

Staples are More Sensitive to Higher Gas Prices than
Discretionary

Correlation: Relative Sector Returns Vs. Change in Crude
Energy

Information Technology 019
Materials 0.19
Communication Services 0.03
Real Estate -0.09
Industrials -0.11
Consumer Discretionary -0.14
Health Care -0.17
Financials -0.31
Utilities -0.32
Consumer Staples -036

Cyclical/Defensive Ratio is Signaling an Improving Backdrop

180

160

140

120

100

80

60

40

—— Cyclicals Vs. Defensives

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Real Estate Has Held a High Correlation with Rate Moves in
Recent Years
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Source: Morgan Stanley Research. As of{#ijly 3b@026ent is provided for the exclusive use of portnews portnews@qq.com.
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Technology

Al-exposed stocks continue to outperform the broader index
as continued capex spend fuels an ongoing investment
cycle.

Our CIO survey data is expecting a pickup in Tech spending
in 2026 across all pockets.

The Tech sector is highly levered to labor productivity gains
as Al implementation diffuses across the economy.

We see the hyperscalers as an attractive relative value trade
given their strong forward earnings growth at undemanding
valuation levels.

Al Stocks Continue to Outperform

e Al Stocks Tech Sector

S&P 500
890
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Healthcare

Healthcare valuations continue to look cheap on a relative
basis and sit within the bottom quintile historically.

Policy overhangs have reduced which is increasingly
reflected in prices (clearer CMS pricing guidance, on-time
PDUFAs, and tarifffMFN dynamics). This has brought
generalists back into the Healthcare trade from our
conversations.

Healthcare Valuations are Historically Low

= Healthcare Relative Fwd. P/E Median

1.6
1.5
14
1.3
1.2

11 N M

1.0 L] v - 7

09 v VW 36th
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0.7
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Source: Morgan Stanley Research. As of: $#jy34308%nent is provided for the exclusive use of portnews portnews@qq.com.
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Utilities

« Utilities are beneficiaries of the GenAl theme and can benefit
from increased interest and focus on Energy capacity.

* Reliable energy sources are increasingly important and the
post Covid era has sparked traditional capex spending.
Utilities with exposure to both traditional and clean energy
ventures are set to benefit and reinvestment could provide
further support for the sector.

« Ultimately, we prefer cyclical over defensive exposures in
what we believe is an early-to-mid cycle environment.

Utilities are a Late Cycle Outperformer

Recession ——Utilities Relative Performance

0.0

O &V M o O b > b
O O O A O O S
IR PR S S 2 S

Energy

Energy equities outperformed the index through early March
but have lagged on a relative basis as investors moved past
peak uncertainty.

Geopolitical uncertainty is still high in absolute terms and
energy equities could outperform if tensions reignite.

FCF margin for the space remains well above its historical
average, net debt to EBITDA remains below its long-term
run rate and HF net exposure appears under-owned.

Energy Stocks Trade Cheap to the Price of Oil

=== Energy Relative Performance Brent Crude Oil
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Source: Morgan Stanley Research. As of: $#jy34308%nent is provided for the exclusive use of portnews portnews@qq.com.
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Communication Services

+ Technology spend and media advertising are both cyclical
metrics and winners may be idiosyncratic ahead.

+ A few names take up a large share of the sector and
continue to crowd out smaller, incumbent names.

+ Cap-weighted Comm. Services has performed well given the
high concentration in megacap stocks. We are watching the
equal weighted performance as broader sign.

Communication Services Revisions Breadth Rebounding

— Communication Services Relative Price Y/Y (LS)
Communication Services Relative Earnings Revisions Breadth (RS)
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Materials

* Materials are a cyclical sector but are highly sensitive to
global growth. The sector is highly dependent on commodity
pricing which may not recover in-line with the expected US
recovery.

* Increased capex remains a catalyst for materials and the
sector could benefit from the start of a new capex cycle.

Rising Capex is Historically Positive for Materials but GenAl is
Causing a Shift in the Type of Capex Spend

——Materials Relative Performance Y/Y (LS)
Morgan Stanley Capex Plan Index Y/Y (RS)
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Source: Morgan Stanley Research. As of: $#jy34308%nent is provided for the exclusive use of portnews portnews@qq.com.
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CommunicationServices
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Information Technology

MS Sector Analyst Sentiment Tracker: Our tool captures momentum in analyst sentiment at the sector level, using our proprietary natural language processing
model. The tracker is an effective predictor of month-ahead sector performance, and we show how it can add alpha to stock portfolios. For the methodology and

full report, see here.

Source: Morgan Stanley Quantitative Equity flesgfeli 558Rt is provided for the exclusive use of portnews portnews@qq.com.
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Tech Saw a Pullback in July

YTD & Monthly Performance
mYTD ' Last Month
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Source: Bloomberg, Morgan Stanley Resegigl: e e{eAt id%8Povided for the exclusive use of portnews portnews@qq.com.
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PMI vs S&P 500

S&P 500 y/y % LHS = |SM PMI y/y % RHS
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Source: Bloomberg, Morgan Stanley Resepfefy fefdiett RO%rovided for the exclusive use of portnews portnews@qq.com.
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Global Macro Backdrop

G10 Economic + Inflation Surprise

—— Jobal Economic + Inflation Surprise
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Source: Citi (economic surprise), Bloomberg, Haver Analytics, Morgan Stanley Research. Left as of July 31, 2026. Right as of July 31, 2026.
Note: Blended EM ERP is average ERP offijdiadehingrRiadili&piedvided for the exclusive use of portnews portnews@qq.com.
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Sentiment Snapshot

US Consumer Sentiment: Univ. of Michigan Survey Small Business Sentiment: NFIB Survey
UMichigan Consumer Sentiment NFIB Small Business Sentiment
120 10
110 105
100
% 100
80 95
70 %
% 85
50
40 80
& © O > © N N » © U T T TP S S P SN S S
S \O’cg\, & S W@‘\' RIS q/@‘,\' o ARSI R S S g
Investor Sentiment: AAIl Bulls Survey Corporate Sentiment: CEO Business Confidence Survey
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M2 Money Supply

Money Supply YOY Growth (M2)
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US Liquidity vs S&P 500

e US Liquidity (Fed BS - TGA - RRP), (LS) S&P 500 (RS)
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M2 vs Commercial Bank Liabilities: Other Deposits

= US Commercial Bank Liabilities Other Deposits SA, 4W MA, Y/Y
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FINRA Margin Debt

FINRA: Debit Balances in Margin Accounts Y/Y Net Chg. ($M; LS)

—— S&P 500 Y/Y Percent Chg. (RS)
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FINRA Debit/Credit Balance

== F|NRA Debit/ Credit Balance
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US Rates Snapshot

Cyclical/Defensive Performance Is Correlated to Rates Real Rates Are Elevated
180 ——Oyclical/ Defensive Eqities Ratio (LS) 10 Yr. Treasury Yield (RS) 6.0% Real 10 Year Treasury Rate
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Equities
S&P 500
MSCI Europe
Topix

MSCI EM

FX

JPY*®

EUR

GBP

AUD

INR*

ZAR*

BRL*

MXN*

Rates (% percent)
UST 10yr
DER 10yr
UKT 10yr
JGB 10yr
Credit (bps)

EM § Sov

Sec. Products (bps)
US Agency MBS

US CMBS AAA

US CMBS BEB-
Commodities

Brent

Copper

Gold

As of Jul Q2 2027 Forecast Q2 2027 Return Forecast Volatility Base Case
31, 2026 Bear Base Bull Bear Base Bull Return/Risk
Total Returns
7,490 5,900 8,300 9,400 -20.1% 11.9% 26.6% 18% 0.65
2,582 1.820 2,810 3,080 -26.7% 11.7% 22.1% 15% 0.80
4,003 2,600 4,300 4,900 -33.1% 9.4% 24 4% 18% 0.51
1.666 1,100 1,800 2,100 -31.8% 10.2% 28.2% 17% 0.61
Total Returns
157 163 156 145 -6.9% -2.2% 5.7% 9% -0.24
115 1.00 1.16 1.30 -14.7% -0.8% 11.3% T% -0.11
1.35 1.20 1.34 1.45 -11.0% -0.6% 7.6% 9% -0.07
0.70 0.68 0.73 0.76 -2.6% 4.5% &38% 10% 0.48
95.4 920 95.0 100.0 6.9% 3.1% -1.7% 5% 0.65
16.5 15.0 16.3 18.7 13.2% 4.3% -8.6% 15% 029
5.07 4.40 4.90 540 23.3% 11.6% 2.0% 15% 0.77
173 16.5 17.2 19.5 B8.1% 3.7% -8.0% 12% 0.30
Total Returns
474 5.10 4.20 3.55 1.7% 8.9% 14.4% T% 1.34
321 3.05 2.45 2.40 4.7% 9.6% 10.1% 6% 1.68
5.05 4.65 4.40 4.20 8.1% 10.2% 11.8% T% 1.54
279 310 2.25 1.40 0.9% 7.8% 15.1% 3% 307
Excess Returns
78 125 90 70 -2.0% 0.1% 1.3% 3% -0.02
279 425 275 230 -3.1% 1.8% 37% 5% 0.33
78 150 80 60 -2.5% 0.6% 1.5% 2% 0.36
273 500 300 225 -5.5% 0.8% 3.3% 4% 0.18
244 400 260 210 -7.6% 1.3% 4 4% T% 0.18
Excess Returns
3 40 20 15 -0.3% 0.9% 1.2% 2% 0.50
76 110 75 60 -2.7% 0.8% 2.3% 2% 0.51
455 750 470 390 -25.0% 2.7T% 10.6% 3% 0.78
Total Returns
90 60 75 120 -21.4% -1.7% 57.3% 39% -0.04
13,836 10,670 13,000 16,248 -22 3% -5.4% 18.2% 21% -0.26
4,046 3.920 4,900 6,125 -6.8% 16.5% 45.7% 16% 1.03

Source: Bloomberg, MSCI, Morgan Stanley Research forecasts; Note: Returns are total returns, except for credit, where we
forecast excess returns vs government bonds. Commodity returns are calculated relative to futures to account for carry.
Volatility is 10y realized vol. All currency returns are shown as XXXUSD return. *Currency forecasts shown for USDXXX.

Source: Bloomberg, MSCI, Morgan StanlepiResgarely iepft/idypYo9fded for the exclusive use of portnews portnews@qq.com.
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S&P 500 Adjusted for Inflation — We Are in a Secular Bull Market

P 500/ Gold
Secular Bull Markets vs Secular Bear Markets
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Source: Bloomberg, Morgan Stanley Equity Resepich Afit Yot b df88d for the exclusive use of portnews portnews@qq.com.
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