Morgan Stanley

INVESTMENT MANAGEMENT

Looking Ahead: Rate
Uncertainty and Innovation

GLOBAL LIQUIDITY TEAM | MARKETING COMMUNICATION | September 2026

Elevated inflation, heightened geopolitical and economic volatility, and
rapidly evolving technologies continue to present both opportunities and
challenges. Below is a brief update on six key themes that are likely to remain
in the headlines and shape your strategic thinking throughout the remainder
of the year.
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The U.S. Federal Reserve's New Playbook

Interest rate volatility increased throughout the summer as markets reassessed the outlook for U.S. Federal Reserve policy
amid higher oil prices and rising business investment in Al-related technologies.

Heading into 2026 investors were expecting the Fed to cut rates multiple times this year, but persistent inflation concerns
and a new Fed Chair have shifted market expectations toward the possibility of rate hikes.

Given the future path of interest rates remains uncertain, interest rate volatility is expected to increase as the Federal
Reserve moves away from the forward guidance that has historically anchored front-end rates. Under Fed Chair Warsh,

the likelihood of policy surprises in either direction could rise, as markets—rather than explicit Fed guidance—play a greater
role in determining short-term interest rates and the shape of the yield curve.

The European Central Bank and Bank of England Navigate Higher Energy Prices

European Central Bank

» The European Central Bank (ECB) has highlighted the conflict in the Middle East as a key upside risk to inflation, warning
that sustained increases in energy prices could spill over into broader price categories and trigger second-round inflation
effects. Given the ECB noted that inflation is set to be “well above target for an extended period,” their September rate hike
is likely to be followed by further increases, with markets expecting at least one 0.25% hike before year end.

= At the same time, GDP growth has been relatively resilient. However, risks to growth remain to the downside given likely
second-round impacts of the energy shock. Given this dynamic, the ECB has emphasized a data-dependent, meeting-by-
meeting approach with the goal of returning inflation sustainably to its 2% medium-term target.



Bank of England

= The Bank of England (BoE) remains focused on the inflationary impact of higher energy prices while closely monitoring
persistent wage pressures. The BoE has maintained an “active hold" stance — keeping policy unchanged for now, but signaling a
willingness to tighten if energy-driven inflation begins to feed through into wages and broader price pressures.

= Monetary policy remains in restrictive territory, with the MPC reinforcing a data-dependent approach. Growth momentum is
weak, business confidence has been affected by geopolitical uncertainty, and fiscal headroom remains limited, reinforcing the
government's constrained policy backdrop.

Portfolio Positioning Given Elevated Inflation Expectations

USD Prime Strategies

= The relative value of floating rate securities has become more compelling providing investors with the chance to benefit
from funding market volatility and the possibility of higher interest rates.

= Credit spreads are likely to remain rangebound, and we continue to look at relative value opportunities for portfolios across
security and coupon types.

USD Treasury Strategies

= With expectations for higher interest rate volatility under Fed Chair Warsh, opportunities in the repo funding markets may
become more frequent.

= Given this expected rate volatility and the potential for Fed to remain on hold or hike rates, U.S. Treasury floating-rate
securities should remain attractive. Opportunities to lock in longer-dated yields should persist as well.

EUR Strategies

= \We have continued to capitalize on duration opportunities across the yield curve as the market priced in additional rate hikes.
\We continue to maintain high levels of liquidity, providing flexibility to respond to evolving market conditions, and remain
focused on country diversification in light of fiscal and geopolitical risks, avoiding credits directly impacted by the Iran conflict.

= \With markets anticipating further hikes, our strategy remains focused on balancing fixed-rate investments around key ECB
meeting dates while maintaining exposure to floating-rate instruments.

GBP Strategies

= As the Bank of England’s monetary policy is still in restrictive territory, they have not yet hiked rates to respond to the
inflationary pressures.

= \With markets expecting further rate hikes, the extent of market pricing could be somewhat excessive relative to the
underlying economic outlook. As a result, we continue to favour selectively extending duration through longer-dated
fixed-rate investments where valuations remain attractive.

European MMF Regulation Unchanged with New Supervisory Guidance

= |n May 2026, the European Commission issued its report on the adequacy of the current EU Money Market Fund Regulation
(MMFR), concluding that the existing regulatory framework continues to function well overall.

= |mportantly, the Commission did not recommend any changes to the current EU MMFR Level 1 legislation, meaning that
European MMF regulatory requirements and product structures will remain unchanged.

= While no new regulations were proposed, the Commission suggested that national competent authorities (NCAs) should
increase their level of supervisory engagement with MMF managers when MMFs fall below 40% Weekly Liquidity Assets
(WLAs) for PDCNAV and LVNAV MMFs and below 20% WLAs for VNAV MMFs to bolster additional resilience in the sector.

NCAs are expected to publish final guidance on how these WLA levels will be supervised by the end of 2026.

Tokenized Assets Push Gains Momentum

= Digital assets are evolving at an accelerating pace with government support and greater regulatory clarity helping to spur
growth and interest in products such as stablecoins, tokenized MMFs, and tokenized deposits.

= As market infrastructure continues to develop and interoperability improves, tokenization has the potential to enhance
operational efficiency, increase transparency, enable near real-time settlement, and broaden investor access to traditional
financial products.



EU Commission's Consultation on Crypto-Assets Regulation

= The Markets in Crypto-Assets Regulation (MiCA) is the European Union's comprehensive regulatory framework that
establishes a harmonized rulebook for the issuance, trading, custody, and provision of crypto-asset services across all EU
member states. It covers crypto-asset issuers, stablecoins, and crypto-asset service providers, while establishing
requirements for licensing, governance, consumer protection, operational resilience, and oversight.

= |n May 2026, the European Commission launched a consultation to assess whether MiCA remains fit for purpose, focusing on
areas including stablecoins, tokenization, and its interaction with other EU financial services rules. Following the
consultation's close on 30 September 2026, the Commission will review feedback with any legislative amendments expected

to be considered in 2027.

We will continue to monitor these themes as they evolve over the coming months. If you would like to discuss them
in more detail or evaluate how they may influence treasury and cash management strategies, please reach out to your

Morgan Stanley relationship manager.

Risk Considerations

There is no assurance that a portfolio will achieve its investment objective. Portfolios are subject to market risk, which is the
possibility that the market values of securities owned by the portfolio will decline. Market values can change daily due to economic
and other events (e.g. natural disasters, health crises, terrorism, conflicts and social unrest) that affect markets, countries, companies
or governments. It is difficult to predict the timing, duration, and potential adverse effects (e.g. portfolio liquidity) of events.
Accordingly, you can lose money investing in these portfolios. Fixed income securities are subject to the ability of an issuer to make
timely principal and interest payments (credit risk), changes in interest rates (interest-rate risk), the creditworthiness of the issuer and
general market liquidity (market risk). In a rising interest-rate environment, bond prices may fall and may result in periods of volatility
and increased portfolio redemptions. In a declining interest - rate environment, the portfolio may generate less income. Longer—term

securities may be more sensitive to interest rate changes.

A separately managed account may not be appropriate for all investors.
Separate accounts managed according to the Strategy include a number
of securities and will not necessarily track the performance of any
index. Please consider the investment objectives, risks and fees of the
Strategy carefully before investing. A minimum asset level is required.
For important information about the investment managers, please refer
to Form ADV Part 2.

The views and opinions and/or analysis expressed are those of the author
or the investment team as of the date of preparation of this material

and are subject to change at any time without notice due to market or
economic conditions and may not necessarily come to pass. Furthermore,
the views will not be updated or otherwise revised to reflect information
that subsequently becomes available or circumstances existing, or
changes occurring, after the date of publication. The views expressed do
not reflect the opinions of all investment personnel at Morgan Stanley
Investment Management (MSIM) and its subsidiaries and affiliates
(“collectively “the Firm"), and may not be reflected in all the strategies
and products that the Firm offers.

Forecasts and/or estimates provided herein are subject to change and may
not actually come to pass. Information regarding expected market returns
and market outlooks is based on the research, analysis and opinions of
the authors or the investment team. These conclusions are speculative in
nature, may not come to pass and are not intended to predict the future
performance of any specific strategy or product the Firm offers. Future
results may differ significantly depending on factors such as changes in
securities or financial markets or general economic conditions.

This material has been prepared on the basis of publicly available
information, internally developed data and other third-party sources
believed to be reliable. However, no assurances are provided regarding the
reliability of such information and the Firm has not sought to independently
verify information taken from public and third-party sources.

This material is a general communication, which is not impartial and
all information provided has been prepared solely for informational
and educational 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 information herein has not been
based on a consideration of any individual investor circumstances and
is not investment advice, nor should it be construed in any way as tax,
accounting, legal or regulatory advice. To that end, investors should

seek independent legal and financial advice, including advice as to tax
consequences, before making any investment decision.

This material is not a product of Morgan Stanley's Research Department
and should not be regarded as a research material or a recommendation.

The Firm has not authorised financial intermediaries to use and to
distribute this material, unless such use and distribution is made in
accordance with applicable law and regulation. Additionally, financial
intermediaries are required to satisfy themselves that the information

in this material is appropriate for any person to whom they provide this
material in view of that person’s circumstances and purpose. The Firm
shall not be liable for, and accepts no liability for, the use or misuse of this
material by any such financial intermediary.

This material may be translated into other languages. Where such a
translation is made this English version remains definitive. If there are any
discrepancies between the English version and any version of this material
in another language, the English version shall prevail.

The whole or any part of this material may not be directly or indirectly
reproduced, copied, modified, used to create a derivative work, performed,
displayed, published, posted, licensed, framed, distributed or transmitted
or any of its contents disclosed to third parties without the Firm's express
written consent. This material may not be linked to unless such hyperlink
is for personal and non-commercial use. All information contained herein is
proprietary and is protected under copyright and other applicable law.

DISTRIBUTION

This material is only intended for and will only be distributed to persons
resident in jurisdictions where such distribution or availability would
not be contrary to local laws or regulations.

MSIM, the asset management division of Morgan Stanley (NYSE: MS),
and its affiliates have arrangements in place to market each other’s
products and services. Each MSIM affiliate is regulated as appropriate
in the jurisdiction it operates. MSIM'’s affiliates are: Calvert Research
and Management, Eaton Vance Management, Parametric Portfolio
Associates LLC, Parametric SAS, and Atlanta Capital Management LLC.

This material has been issued by any one or more of the following entities:
EMEA

This material is for Professional Clients/Accredited Investors only.



In the EU, MSIM materials are issued by MSIM Fund Management (Ireland)
Limited ("FMIL". FMIL is regulated by the Central Bank of Ireland and

is incorporated in Ireland as a private company limited by shares with
company registration number 616661 and has its registered address at 24-
26 City Quay, Dublin 2, DO2 NY19, Ireland.

Outside the EU, MSIM materials are issued by Morgan Stanley Investment
Management Limited (MSIM Ltd) is authorised and regulated by the

Financial Conduct Authority. Registered in England. Registered No. 1981121.

Registered Office: 25 Cabot Square, Canary Wharf, London E14 4QA.

In Switzerland, MSIM materials are issued by Morgan Stanley & Co.
International plc, London (Zurich Branch) Authorised and regulated by
the Eidgendssische Finanzmarktaufsicht (‘FINMA"). Registered Office:
Beethovenstrasse 33, 8002 Zurich, Switzerland.

Italy: MSIM FMIL (Milan Branch), (Sede Secondaria di Milano) Palazzo
Serbelloni Corso Venezia, 16 20121 Milano, Italy. The Netherlands: MSIM
FMIL (Amsterdam Branch), Rembrandt Tower, 11th Floor Amstelplein
11096HA, Netherlands. France: MSIM FMIL (Paris Branch), 61 rue de
Monceau 75008 Paris, France. Spain: MSIM FMIL (Madrid Branch), Calle
Serrano 55, 28006, Madrid, Spain. Germany: MSIM FMIL Frankfurt
Branch, GroBe GallusstraBe 18, 60312 Frankfurt am Main, Germany
(Gattung: Zweigniederlassung (FDD gem. § 53b KWG). Denmark: MSIM
FMIL (Copenhagen Branch), Gorrissen Federspiel, Axel Towers, Axeltorv2,
1609 Copenhagen V, Denmark.

MIDDLE EAST

Dubai International Financial Centre: This information does not
constitute or form part of any offer to issue or sell, investment products
in the UAE (including the Dubai International Financial Centre and the Abu
Dhabi Global Market) and accordingly should not be construed as such.
The content of this report has not been approved by or filed with the UAE
Central Bank, the Dubai Financial Services Authority, the UAE Securities

and Commodities Authority or the Financial Services Regulatory Authority.

LATIN AMERICA (BRAZIL, CHILE COLOMBIA, MEXICO, PERU,
AND URUGUAY)

This material is for use with an institutional investor or a qualified investor
only. All information contained herein is confidential and is for the exclusive
use and review of the intended addressee, and may not be passed on to any
third party. This material is provided for informational purposes only and
does not constitute a public offering, solicitation or recommendation to
buy or sell for any product, service, security and/or strategy. A decision to
invest should only be made after reading the strategy documentation and
conducting in-depth and independent due diligence.

SAUDI ARABIA

This financial promotion was issued and approved for use in Saudi Arabia
by Morgan Stanley Saudi Arabia, Al Rashid Tower, Kings Sand Street,
Riyadh, Saudi Arabia, authorized and regulated by the Capital Market
Authority license number 06044-37.

ASIA PACIFIC

Hong Kong: This document has been issued by Morgan Stanley Asia
Limited, CE No. AAD291, for use in Hong Kong and shall only be made
available to “professional investors” as defined under the Securities

morganstanley.com/im

and Futures Ordinance of Hong Kong (Cap 571). The contents of this
document have not been reviewed nor approved by any regulatory
authority including the Securities and Futures Commission in Hong Kong.
Accordingly, save where an exemption is available under the relevant law,
this document shall not be issued, circulated, distributed, directed at, or
made available to, the public in Hong Kong.

Singapore: This material is disseminated by Morgan Stanley Investment
Management Company, Registration No. 199002743C. This material may
not be circulated or distributed, whether directly or indirectly, to persons

in Singapore other than to (i) an accredited investor, (i) an institutional
investor as defined in Section 4A of the Securities and Futures Act, Chapter
289 of Singapore (“SFA"); or (iii) otherwise pursuant to, and in accordance
with the conditions of, any other applicable provision of the SFA. This
publication has not been reviewed by the Monetary Authority of Singapore.

Australia: This material is provided by Morgan Stanley Investment
Management (Australia) Pty Ltd ABN 22122040037, AFSL No. 314182 and
its affiliates and does not constitute an offer of interests. Morgan Stanley
Investment Management (Australia) Pty Limited arranges for MSIM
affiliates to provide financial services to Australian wholesale clients.
This material will not be lodged with the Australian Securities and
Investments Commission.

JAPAN

For professional investors, this material is circulated or distributed solely
for informational purposes. For non-professional investors, this material

is provided in connection with Morgan Stanley Investment Management
(Japan) Co., Ltd. ("MSIMJ")'s business with respect to discretionary
investment management agreements ("IMA”) and investment advisory
agreements (“IAA"). This does not constitute a recommendation or
solicitation of transactions nor offers any particular financial instruments.
Under an IMA, with respect to the management of client assets, the client
prescribes basic management policies in advance and commissions MSIM|
to make all investment decisions based on an analysis of the value, etc.

of the securities, and MSIM] accepts such commission. The client shall
delegate to MSIM] the authorities necessary to make such investment
decisions. MSIM] exercises these delegated authorities accordingly, and
the client shall not make individual instructions. All investment profits and
losses belong to the clients; principal is not guaranteed. Please consider
the investment objectives and nature of risks before investing. As an
investment advisory fee for an IAA or an IMA, the amount of assets subject
to the contract multiplied by a certain rate (the upper limit is 2.20% per
annum (including tax)) shall be incurred in proportion to the contract
period. For some strategies, a contingency fee may be incurred in addition
to the fee mentioned above. Indirect charges also may be incurred, such as
brokerage commissions for underlying securities. Since these charges and
expenses vary by contract and other factors, MSIMJ cannot present the
rates, upper limits, etc. in advance. All clients should read thoroughly the
Documents Provided Prior to the Conclusion of a Contract carefully before
executing an agreement. This material is distributed in Japan by MSIM),
Registered No. 410 (Director of Kanto Regional Finance Bureau (Financial
Instruments Firms)), Membership: the Japan Securities Dealers Association,
the Investment Management Association of Japan and the Type Il Financial
Instruments Firms Association.
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