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AlphaCurrents Macro

A Look Back and a Leap Forward

2025 rewarded scarcity with policy support. 2026 will likely reward
investors who move one layer deeper—into energy and infrastructure
—while maintaining exposure to housing and longevity as long-term
anchors.

Rank Theme Core 2026 Intuition

1 Multipolar World Pollcy-b?cked demand, VISIPle cash flow; and shock-driven upside
as security, defense and reindustrialization become structural.

3 Al & Tech Diffusion $ecular growth remains |ntact,.btft value accrues where scarce
infrastructure—not models—Limits scale.
The hidden choke point behind Al, defense and reshoring; reliability

3 Future of Energy . o -
and capacity trump transition narratives.

. Structural certainty with durable cash flows, but slower price

4 Housing . ) 5
discovery and incremental upside.

5 Longevity Long-duration opportunity, selective and best expressed through

housing, services and financials.
Source: Morgan Stanley Wealth Management Global Investment Office

This ranking reflects where conviction is strengthening most as we enter 2026, not
where long-term opportunity disappears. Themes at or near the top benefit from
policy-backed demand and binding constraints that can translate into near- and
medium-term cash-flow visibility. Themes lower in the ranking remain essential
portfolio building blocks, but their return profiles are more gradual and execution-
dependent. See Exhibit 1to view our AlphaCurrents thematic pillars as outlined in
our Framework for Thematic Investing.
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ALPHACURRENTS MACRO

Conviction Rising

o Multipolar World: Defense, security, aerospace, cyber and
industrial resilience where government spending drives
multiyear demand.

« Al & Tech Diffusion: Focus beyond software—prioritize
data centers, power grids, semiconductors and deployment
infrastructure.

o Future of Energy: Treat energy as infrastructure scarcity,
not a commodity trade; reliability and capacity matter
most.

Maintain and Monitor

« Housing: Stay invested in rental ecosystems, single-family
rentals, repair/remodel and select materials with pricing
power. Potential for conviction to increase if care capacity
or reimbursement structures meaningfully improve.

« Longevity: Maintain exposure through senior housing,
aging-in-place services and wealth/retirement platforms.
Potential for conviction to increase if policy or financing
materially eases supply-side constraints.

Exhibit 1: AlphaCurrents Thematic Pillars
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> Longevity = Climate change
* Biotechnology * Renewable energy
= Water conservation

= Telemedicine * Supply chains

*  Electric vehicles * Defense and cybersecurity

* Infrastructure

*  Genomics

Note: See our Framework for Thematic Investing.
Source: Morgan Stanley Wealth Management Global Investment Office

Thematic Outlook

2025 delivered a clear message for thematic investing:
Markets rewarded what was constrained today, not what
might scale tomorrow. Across the year, AlphaCurrents’core
themes converged on a single, powerful overarching concept
—strategic scarcity in compute, power, water, capacity and
security. Assets tied to government-backed demand and real-
world bottlenecks consistently outperformed those relying
on long-duration “pure innovation” alone. In this

Please refer to important information, disclosures and qualifications at the end of this material.

AlphaCurrents Macro, we revisit our 2025 investment themes
to assess what worked, what changed and—most importantly
—where conviction is strengthening as we move into 2026.
Thematic investing is not about chasing the next quarter’s
headlines; it is about positioning ahead of structural shifts
that redefine economies over the next decade. While our
conviction across all themes remains intact, the balance of
evidence is clear: Some themes have accelerated faster than
expected. Investors who recognize where scarcity is becoming
policy-backed—and act accordingly—are better positioned
for what comes next.

Winner: Multipolar World. The clearest 2025 “proof-of-
concept” was Defense. The global order is fragmenting. Rising
geopolitical tension, reshoring and renewed defense spending
turned multipolarity into a durable source of demand rather
than a short-term shock. Governments are committing capital
for years, not quarters, supporting defense, aerospace,
cybersecurity and critical infrastructure. For investors, the
takeaway is clear: Lean into areas where national security,
energy security and supply-chain resilience are driving
sustained, policy-backed spending. See our report titled "The
New Arms Race: How Al and Technology Are Redefining
Global Defense."

In this vein, President Trump recently proposed a significant
increase in US military spending to $1.5 trillion for fiscal year
2027. This increase would raise military spending as a share of
GDP to 4.58% in 2027 and represent an approximately 50%
increase from 2024 (see Exhibit 2). The unprecedented rise
reflects an intensifying geopolitical landscape led by great
power competition, which we expect to continue as the US
seeks to assert its economic and military influence across the
Western Hemisphere, the Middle East and the Indo-Pacific.

Exhibit 2: US Military Expenditure Is Expected to Grow
Drastically

US Military Spending as a Share of US GDP (left axis)
US Military Spending, Year-Over-Year Change (right axis)
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Note: 2027 datapoints are projections; fiscal year military expenditure data
used as proxy for calendar years.

Source: World Bank, SIPRI, Morgan Stanley & Co. Research, Morgan Stanley
Wealth Management Global Investment Office as of Jan. 13, 2026

Morgan Stanley Wealth Management 2
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Strong runner-up: Al & Tech Diffusion (where artificial
intelligence is running into real-world limits). Al remains one
of the most important investment themes—but the next
phase is driven by constraints, not breakthroughs. As private
investment surges and global competition intensifies, the
limiting factor for Al is no longer innovation (i.e., software)—
it's infrastructure. Shortages in power, grid capacity, water
and physical infrastructure are determining where value
accrues. Investors should lean into the enablers of Al—
energy, grids, data centers and critical materials—because
that's where scarcity is being priced today. See our October
22,2025 report: "Leading Al: The Race Between the US and
China."

Third, and rising fast: Future of Energy. Energy cuts across our
Global Shifts, Sustainability and Tech Innovation pillars. It
didn't always show up as a stand-alone “winner” in 2025
performance—but it underpinned the winners. Power
constraints surfaced everywhere: Al data centers, reshoring,
defense manufacturing, water systems and climate resilience.
This is classic second-order alpha. In 2025, energy became a
capacity and reliability story. Demand is rising structurally
while supply expansion remains slow, regulated and capital-
intensive. Energy scarcity increasingly behaves like
infrastructure scarcity, not a cyclical commodity trade.
Conviction has risen in 2026: Al, reshoring and electrification
create a nonnegotiable demand floor; policy may oscillate,
but electrons still have to flow; the market is still
underpricing duration of the imbalance, as opposed to its
existence.

Exhibit 3: A Meaningful Gap Exists Between Power
Demand and Capacity

Potential Shortfall in Power for US Data Centers, 2025E-2028E
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Source: Morgan Stanley & Co. Research, Morgan Stanley Wealth Management
Global Investment Office as of Dec. 5, 2025

Current Morgan Stanley & Co. Research estimates suggest
that surging demand for data centers is driving a step change
in US power needs, with a projected 72 gigawatts required
between 2025 and 2028. That total far outpaces available
grid access and construction, and it leaves a shortfall of about
47 gigawatts before considering creative time-to-power
solutions that do not rely on typical grid interconnection (see

Please refer to important information, disclosures and qualifications at the end of this material.

Exhibit 3). We expect a range of power sources to combine to
meet this demand, across utilities, renewables, natural gas
and nuclear technologies, as well as a repurposing of crypto
mining sites.

Fourth, with high certainty, but slower velocity: Housing.
Housing's fundamentals are extremely strong, but price
discovery is slower, and returns are more incremental. The
theme is constrained not by demand uncertainty, but by
policy, labor and interest rate friction. 2025 proved that
housing shortages are structural, not cyclical. Rentership,
single-family rentals and senior housing continued to gain
share. Our conviction is steady—not accelerating—in 2026:
Cash flows are durable, but potential upside is capped in the
near term. The theme rewards patience and income more
than momentum, as housing is less reflexive to shocks than
energy or geopolitics. We think housing is a “stay invested”
theme, not a “lean harder now” theme. It belongs solidly in
portfolios, but it doesn’t demand a conviction upgrade the
way energy does. See our report published on July 16, 2025:
"Housing in the Next Decade."

Fifth, powerful, but still maturing: Longevity, which sits in our
Demographics and Society theme. Longevity is the longest-
duration theme in our framework. Its payoff is real, but it's
spread across time, sectors and behaviors—making it harder
for markets to fully price quickly. 2025 proved aging is no
longer theoretical, as spending, housing and care patterns are
already shifting. Wealth concentration among older cohorts is
enormous, and senior housing and aging-in-place technologies
are gaining traction. Conviction is selective in 2026: The
theme lacks a single forcing function like geopolitics or power
scarcity. Returns depend more on execution and adoption
than policy shock—it works best when paired with housing
and financials, not as a stand-alone play. Longevity is a
strategic allocation, not a tactical overweight. It's essential for
long-term positioning, but it's not where urgency is highest
right now. See our report titled "Age of Aging: Opportunities
in Longevity and Generational Shifts."

Key Risks To Watch

Multipolar World

« Policy fatigue or coordination risk: If geopolitical tensions
ease faster than expected—or fiscal constraints delay
execution—defense spending could shift in timing, even if
long-term commitments remain intact.

Al & Tech Diffusion

« Infrastructure bottlenecks become binding: Delays in
power, grid and data center buildouts could slow Al
deployment, pushing monetization further out than
markets currently expect.

Morgan Stanley Wealth Management 3
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Future of Energy

« Execution and regulatory risk: Permitting delays, cost
overruns or policy reversals could slow supply expansion
and create uneven outcomes across regions and
technologies.

Housing

« Affordability shock: Persistently high rates, restrictive
zoning or insurance disruptions could further limit mobility
and dampen transaction activity beyond current
expectations.

Please refer to important information, disclosures and qualifications at the end of this material.

Longevity

« Capacity and reimbursement constraints: Labor shortages,
affordability pressures and policy uncertainty could limit
how quickly demand for aging-related services translates
into earnings growth.

In a Nutshell

2025 rewarded scarcity with policy support. 2026 will likely
reward investors who move one layer deeper—into energy
and infrastructure—while maintaining exposure to housing
and longevity as long-term anchors.

Morgan Stanley Wealth Management
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Disclosure Section

For index, indicator and survey definitions referenced in this report please visit the following: https//www.morganstanley.com/wealth-
investmentsolutions/wmir-definitions

Glossary,

Artificial Intelligence (A A field of study that seeks to train computers to process large amounts of unstructured information in a manner
similar to human intelligence, capable of performing tasks such as learning and problem solving.

Risk Considerations

Equity securities may fluctuate in response to news on companies, industries, market conditions and general economic environment.

An investment in an exchange-traded fund involves risks similar to those of investing in a broadly based portfolio of equity securities traded on
an exchange in the relevant securities market, such as market fluctuations caused by such factors as economic and political developments,
changes in interest rates and perceived trends in stock and bond prices. Investing in an international ETF also involves certain risks and
considerations not typically associated with investing in an ETF that invests in the securities of U.S. issues, such as political, currency, economic
and market risks. These risks are magnified in countries with emerging markets, since these countries may have relatively unstable governments
and less established markets and economics. ETFs investing in physical commodities and commodity or currency futures have special tax
considerations. Physical commodities may be treated as collectibles subject to a maximum 28% long-term capital gains rates, while futures are
marked-to-market and may be subject to a blended 60% long- and 40% short-term capital gains tax rate. Rolling futures positions may create
taxable events. For specifics and a greater explanation of possible risks with ETFs, along with the ETF's investment objectives, charges and
expenses, please consult a copy of the ETF's prospectus. Investing in sectors may be more volatile than diversifying across many industries.
The investment return and principal value of ETF investments will fluctuate, so an investor's ETF shares (Creation Units), if or when sold, may
be worth more or less than the original cost. ETFs are redeemable only in Creation Unit size through an Authorized Participant and are not
individually redeemable from an ETF.

Please consider the investment objectives, risks, charges and expenses of the fund(s) carefully before investing. The prospectus contains this
and other information about the fund(s). To obtain a prospectus, contact your financial advisor. Please read the prospectus carefully before
investing.

Investing in foreign markets entails greater risks than those normally associated with domestic markets, such as political, currency, economic
and market risks. Investing in currency involves additional special risks such as credit, interest rate fluctuations, derivative investment risk, and
domestic and foreign inflation rates, which can be volatile and may be less liquid than other securities and more sensitive to the effect of varied
economic conditions. In addition, international investing entails greater risk, as well as greater potential rewards compared to U.S. investing.
These risks include political and economic uncertainties of foreign countries as well as the risk of currency fluctuations. These risks are
magnified in countries with emerging markets and frontier markets, since these countries may have relatively unstable governments and less
established markets and economies.

Investing in commodities entails significant risks. Commodity prices may be affected by a variety of factors at any time, including but not limited
to, (i) changes in supply and demand relationships, (i) governmental programs and policies, (iii) national and international political and economic
events, war and terrorist events, (iv) changes in interest and exchange rates, (v) trading activities in commodities and related contracts, (vi)
pestilence, technological change and weather, and (vii) the price volatility of a commaodity. In addition, the commodities markets are subject to
temporary distortions or other disruptions due to various factors, including lack of liquidity, participation of speculators and government
intervention.

Growth investing does not guarantee a profit or eliminate risk. The stocks of these companies can have relatively high valuations. Because of
these high valuations, an investment in a growth stock can be more risky than an investment in a company with more modest growth
expectations.

Value investing does not guarantee a profit or eliminate risk. Not all companies whose stocks are considered to be value stocks are able to turn
their business around or successfully employ corrective strategies which would result in stock prices that do not rise as initially expected.

Because of their narrow focus, sector investments tend to be more volatile than investments that diversify across many sectors and
companies. Technology stocks may be especially volatile. Risks applicable to companies in the energy and natural resources sectors include
commodity pricing risk, supply and demand risk, depletion risk and exploration risk. Health care sector stocks are subject to government
regulation, as Wet% as government approval of products and services, which can significantly impact price and availability, and which can also be
significantly affected by rapid obsolescence and patent expirations.

REITs investing risks are similar to those associated with direct investments in real estate: property value fluctuations, lack of liquidity, limited
diversification and sensitivity to economic factors such as interest rate changes and market recessions.

Artificial intelligence (A is subject to limitations, and you should be aware that any output from an IA-supported tool or service made available
by the Firm for your use is subject to such limitations, including but not limited to inaccuracy, incompleteness, or embedded bias. You should
always verify the results of any Al-generated output.

Asset allocation and diversification do not assure a profit or protect against loss in declining financial markets.
Environmental, Social and Governance (‘ESG”) investments in a portfolio may experience performance that is lower or higher than a portfolio
not employing such practices. Portfolios with ESG restrictions and strategies as well as ESG investments may not be able to take advantage of

the same opportunities or market trends as portfolios where ESG criteria is not applied. There are inconsistent ESG definitions and criteria
within the industry, as well as multiple ESG ratings providers that provide ESG ratings of the same subject companies and/or securities that
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vary among the providers. Certain issuers of investments may have differing and inconsistent views concerning ESG criteria where the ESG
claims made in offering documents or other literature may overstate ESG impact. ESG designations are as of the date of this material, and no
assurance is provided that the underlying assets have maintained or will maintain and such designation or any stated ESG compliance. As a
result, it is difficult to compare ESG investment products or to evaluate an ESG investment product in comparison to one that does not focus
on ESG. Investors should also independently consider whether the ESG investment product meets their own ESG objectives or criteria. There is
no assurance that an ESG investing strategy or techniques employed will be successful. Past performance is not a guarantee or a dependable
measure of future results.

Virtual Currency Products (Cryptocurrencies)

Buying, selling, and transacting in Bitcoin, Ethereum or other digital assets (‘Digital Assets”), and related funds and products, is highly
speculative and may result in a loss of the entire investment. Risks and considerations include but are not limited to:

Digital Assets have only been in existence for a short period of time and historical trading prices for Digital Assets have been highly volatile.
The price of Digital Assets could decline rapidly, and investors could lose their entire investment.

Although any Digital Asset product and its service providers have in place significant safeguards against loss, theft, destruction and
inaccessibility, there is nonetheless a risk that some or all of a product’s Digital Asset could be permanently lost, stolen, destroyed or
inaccessible by virtue of, among other things, the loss or theft of the “private keys” necessary to access a product’s Digital Asset.

Digital Assets may not have an established track record of credibility and trust. Further, any performance data relating to Digital Asset products
may not be verifiable as pricing models are not uniform.

Hyperlinks

Tl}lllps material may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the material refers to website
material of Morgan Stanley Wealth Management, the firm has not reviewed the linked site. Equally, except to the extent to which the material
refers to website material of Morgan Stanley Wealth Management, the firm takes no responsibility for, and makes no representations or
warranties whatsoever as to, the data and information contained therein. Such address or hyperlink (including addresses or hyperlinks to
website material of Morgan Stanley Wealth Management) is provided solely for your convenience and information and the content of the
linked site does not in any way form part of this document. Accessing such website or following such link through the material or the website
of the firm shall be at your own risk and we shall have no liability arising out of, or in connection with, any such referenced website.

By providing links to third-party websites or online publication(s) or article(s), Morgan Stanley Smith Barney LLC ("Morgan Stanley”) is not
implying an affiliation, sponsorship, endorsement, approval, investigation, verification with the third parties or that any monitoring is being done
by Morgan Stanley of any information contained within the articles or websites. Morgan Stanley is not responsible for the information
contained on the third-party websites or your use of or inability to use such site. Nor do we guarantee their accuracy and completeness. The
terms, conditions, and privacy policy of any third-party website may be different from those applicable to your use of any Morgan Stanley
website. The information and data provided by the third-party websites or publications are as of the date when they were written and subject
to change without notice.

Disclosures

Morgan Stanley Wealth Management is the trade name of Morgan Stanley Smith Barney LLC, a registered broker-dealer in the United States.
This material has been prepared for informational purposes only and is not an offer to buy or sell or a solicitation of any offer to buy or sell any
security or other financial instrument or to participate in any trading strategy. Past performance is not necessarily a guide to future
performance.

The author(s) (if any authors are noted) principally responsible for the preparation of this material receive compensation based upon various
factors, including quality and accuracy of their work, firm revenues (including trading and capital markets revenues), client feedback and
competitive factors. Morgan Stanley Wealth Management is involved in many businesses that may relate to companies, securities or
instruments mentioned in this material.

This material has been prepared for informational purposes only and is not an offer to buy or sell or a solicitation of any offer to buy or sell any
security/instrument, or to participate in any trading strategy. Any such offer would be made only after a prospective investor had completed its
own independent investigation of the securities, instruments or transactions, and received all information it required to make its own
investment decision, including, where applicable, a review of any offering circular or memorandum describing such security or instrument. That
information would contain material information not contained herein and to which prospective participants are referred. This material is based
on public information as of the specified date, and may be stale thereafter. We have no obligation to tell you when information herein may
change. We make no representation or warranty with respect to the accuracy or completeness of this material. Morgan Stanley Wealth
Management has no obligation to provide updated information on the securities/instruments mentioned herein.

The securities/instruments discussed in this material may not be appropriate for all investors. The appropriateness of a particular investment or
strategy will depend on an investor's individual circumstances and objectives. Morgan Stanley Wealth Management recommends that investors
independently evaluate specific investments and strategies, and encourages investors to seek the advice of a financial advisor. The value of and
income from 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 and other issuers or other factors. Estimates of
future performance are based on assumptions that may not be realized. Actual events may differ from those assumed and changes to any
assumptions may have a material impact on any projections or estimates. Other events not taken into account may occur and may significantly
affect the projections or estimates. Certain assumptions may have been made for modeling purposes only to simplify the presentation and/or
calculation of any projections or estimates, and Morgan Stanley Wealth Management does not represent that any such assumptions will reflect
actual future events. Accordingly, there can be no assurance that estimated returns or projections will be realized or that actual returns or
performance results will not materially differ from those estimated herein.
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The summary at the beginning of the report may have been generated with the assistance of artificial intelligence (Al).

This material should not be viewed as advice or recommendations with respect to asset allocation or any particular investment. This
information is not intended to, and should not, form a primary basis for any investment decisions that you may make. Morgan Stanley Wealth
Management is not acting as a fiduciary under either the Employee Retirement Income Security Act of 1974, as amended or under section 4975
of the Internal Revenue Code of 1986 as amended in providing this material except as otherwise provided in writing by Morgan Stanley and/or
as described at www.morganstanley.com/disclosures/dol.

Morgan Stanley Smith Barney LLC, its affiliates and Mor§an Stanley Financial Advisors do not provide legal or tax advice. Each client should
always consult his/her personal tax and/or legal advisor 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.

This material is disseminated in Australia to “retail clients” within the meaning of the Australian Corporations Act by Morgan Stanley Wealth
Management Australia Pty Ltd (A.BN. 19 009 145 555, holder of Australian financial services license No. 240813).

Morgan Stanley Wealth Management is not incorporated under the People's Republic of China ('PRC") law and the material in relation to this
report is conducted outside the PRC. This report will be distributed only upon request of a specific recipient. This report does not constitute an
offer to sell or the solicitation of an offer to buy any securities in the PRC. PRC investors must have the relevant qualifications to invest in such
securities and must be responsible for obtaining all relevant approvals, licenses, verifications and or registrations from PRC's relevant
governmental authorities.

If your financial adviser is based in Australia, Switzerland or the United Kingdom, then please be aware that this report is being distributed by
the Morgan Stanley entity where your financial adviser is located, as follows: Australia: Morgan Stanley Wealth Management Australia Pty Ltd
(ABN 19 009 145 555, AFSL No. 240813); Switzerland: Morgan Stanley (Switzerland) AG regulated by the Swiss Financial Market Supervisory
Authority; or United Kingdom: Morgan Stanley Private Wealth Management Ltd, authorized and regulated by the Financial Conduct Authority,
approves for the purposes of section 21 of the Financial Services and Markets Act 2000 this material for distribution in the United Kingdom.
Morgan Stanley Wealth Management is not acting as a municipal advisor to any municipal entity or obligated person within the meaning of
Section 15B of the Securities Exchange Act (the "Municipal Advisor Rule”) and the opinions or views contained herein are not intended to be,
and do not constitute, advice within the meaning of the Municipal Advisor Rule.

This material is disseminated in the United States of America by Morgan Stanley Smith Barney LLC.

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.

This material, or any portion thereof, may not be reprinted, sold or redistributed without the written consent of Morgan Stanley Smith Barney
LLC.

© 2026 Morgan Stanley Smith Barney LLC. Member SIPC.
RSN772209881671 02/2026
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