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The America Rescue Plan (ARP) of 2021, recently passed by Congress,
contains provisions that provide significant relief and support to single and
multi-employer pension and healthcare plans. While the pension provisions are
a relatively small part, $86B, of the massive $1.9T stimulus bill, it may
significantly impact certain plans that are struggling, though not necessarily
due to the pandemic.

We believe impacted plans should take this reprieve and use it to ensure they
are on proper footing in the future. While key highlights are outlined in this
communication, questions remain on what to do with existing portfolios since
the relief funds must be segregated and invested only in investment grade
bonds. While the assistance is good for 30 years, there is no guarantee that
the relief will be extended at the end of 30 years, so our conservative view is to
assume no further bailout. Though we believe this relief bill is buying some
time for the plans in need, it does not necessarily solve the long-term issues.

There may be an unintended consequence driving plans to take extra risk as
they feel protected for the time being, but there may also be a magnified lens
on what the plans do. If they act overly aggressively in their risk seeking, for
example, by eliminating or dramatically reducing fixed income allocations,
more scrutiny from regulators is likely. Given this, each plan needs to be
evaluated individually to determine the impact of the Act on its status and
ability to take risk, which should be a collaborative exercise between plans,
their consultants and actuaries.
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One of the most significant provisions of the ARP! is the creation of a Special Financial Assistance
Program (SFAP) for financially troubled multi-employer plans. Specifically the Treasury will transfer
monies into a special fund in the Pension Benefit Guaranty Corporation (PBGC). This Program
addresses those plans in danger of insolvency and provides for the ability to meet promised benefits for
up to 30 years. If a plan utilizes the SFAP, those relief funds will not be required to be paid back.

In addition, eligible multi-employer plans (excluding those who opt for the SFAP) also gain options
including the ability to smooth investment and COVID-19 related losses over longer time periods as
well as to extend the timeframe for plan rehabilitation by 5 years. These and other relief provisions
afford pension plans the time and flexibility to assess and manage the investments, bargaining and
other related factors needing attention to improve the plans status.

Single employer plans will see some relief as well. Among the provisions geared to help single
employer plans are: the period to amortize funding shortfalls is extended from 7 years to 15 years as
well as an extension of the Interest Rate Stabilization mechanism.

The investment implications resulting from the ARP will likely result in additional demand for long
duration corporate and treasury securities.

o For a multi-employer who participates in the SFAP, the relief funds must be segregated from the
rest of the plan assets and invested solely in investment grade bonds

e For single employer plans, given the various relief actions, plans would potentially be able to reduce
their minimum required contributions. The extent of the funding relief may allow Plan Sponsors to
target closing the funding gap over a longer period of time vs. investing aggressively today to close
that gap. The end result may see an increase in LDI and/or cash flow matching strategies to
mitigate risk

Again, this relief does not solve the great dilemma troubled pensions face in the long term, but it
provides much needed support to improve their future chances of staying viable and delivering on the
promises made to millions of workers. Each pension plan has its own nuances and challenges. This is
why we reiterate the importance of working together with your Graystone investment consultants to
help improve future outcome in light of this support.

1 Full plan source: https://www.congress.gov/bill/117th-congress/house-bill/1319/text
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Important Information and Disclosures:

Information contained herein is based on data from multiple sources considered to be reliable and Morgan Stanley Smith Barney LLC (“Morgan
Stanley”) makes no representation as to the accuracy or completeness of data from sources outside of Morgan Stanley. This material has been
prepared for informational purposes only. It does not provide individually tailored investment advice. It has been prepared without regard to the
individual financial circumstances and objectives of persons who receive it. Morgan Stanley recommends that investors independently evaluate
particular investments and strategies, and encourages investors to seek the advice of a Morgan Stanley Financial Advisor. The appropriateness
of a particular investment or strategy will depend on an investor’s individual circumstances and objectives.

This is not a “research report” as defined by FINRA Rules 2241 and 2242. It was not prepared by the Research Departments of Morgan Stanley
Smith Barney LLC or Morgan Stanley & Co. LLC or its affiliates.

The views and opinions expressed in this material are those of the author, Jodie Gunzberg, as of the date noted and do not necessarily
represent those of Morgan Stanley, its affiliates or its other employees. Of course, these views may change without notice in response to
changing circumstances and market conditions. Furthermore, this material contains forward looking statements and there can be no
guarantees that they will come to pass. The discussion of any securities in this material should not be construed as a solicitation to buy or sell
such securities.

Tax laws are complex and subject to change. Morgan Stanley, its affiliates and Morgan Stanley Financial Advisors and Private Wealth Advisors
do not provide tax or legal advice, are not “fiduciaries” (under ERISA, the Internal Revenue Code or otherwise) with respect to the services or
activities described herein except as otherwise provided in writing by Morgan Stanley and/or as described at
www.morganstanley.com/disclosures/dol. Individuals are encouraged to consult their tax or legal advisors (a) before establishing a retirement
plan or account, and (b) regarding any potential tax, ERISA and related consequences of any investments made under such plan or account,
and (c) to understand the tax and legal consequences of any actions, including implementation of any estate planning strategies, or investments
described herein.

The investment management services of Morgan Stanley Smith Barney LLC and investment vehicles managed by Morgan Stanley Smith Barney
LLC or its affiliates are not guaranteed and could result in the loss of value to your account. You should note that investing in financial instruments
carries with it the possibility of losses and that a focus on above-market returns exposes the portfolio to above-average risk. Performance
aspirations are not guaranteed and are subject to market conditions. High volatility investments may be subject to sudden and large falls in
value, and there could be a large loss on realization which could be equal to the amount invested.

Morgan Stanley Smith Barney LLC is aregistered Broker/Dealer, Member SIPC, and not a bank. Where appropriate, Morgan Stanley Smith
Barney LLC has entered into arrangements with banks and other third parties to assist in offering certain banking related products and
services.

Investment, insurance and annuity products offered through Morgan Stanley Smith Barney LLC are: NOT FDIC INSURED | MAY LOSE VALUE
| NOT BANK GUARANTEED | NOT A BANK DEPOSIT | NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY

If you have any questions about and to determine eligibility and how these and other provisions in the Act may affect your plan, please consult
with a Morgan Stanley Financial Advisor, a Graystone Institutional Consultant or an actuary.

© 2021 Morgan Stanley Smith Barney LLC, Member SIPC. Alternative investment securities are not covered by the protections provided by the
Securities Investor Protection Corporation, unless such securities are registered under the Securities Act of 1933, as amended, and are held in
a Morgan Stanley Wealth Management Individual Retirement Account. Graystone Consulting is a business of Morgan Stanley.
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