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Adam Bass:

Welcome to MSCI Perspectives. I'm your host, Adam Bass, and today is October 9th, 2025. While
markets have recovered somewhat from last quarter's turbulence, challenges remain, whether it's
questions around continued US dominance, the real impact of Al or the rise of private assets. To find out
what's really on investors' minds, Chief Research and Development Officer, Ashley Lester, sat down with
MSCI's Michelle Shanley, the Global Head of Strategic and Key Accounts. Here's that conversation.

Ashley Lester:

Hello, listeners, wherever you may be, and welcome to our quarterly investment trends update. I'm
Ashley Lester, the Chief Research and Development Officer at MSCI. This quarter I'm joined by my good
friend and one of our most senior client officers whose special mission is to know and serve our largest
clients around the globe, Michelle Shanley. Michelle, welcome to the podcast. Perhaps you could
introduce yourself to our listeners.

Michelle Shanley:

Thank you, Ashley. So happy to be here. | lead our global strategic account effort at MSCI, where we
engage with our largest and most strategic clients around problems they're trying to solve, opportunities
they're trying to monetize, and how MSCI's solutions can fit into that equation.

Ashley Lester:

Great. Our task today is to bring listeners up to date with the most important trends we've seen in the
world of finance over the last three months. These months lacked the raw drama of the second quarter
— with Liberation Day, the tariff-induced meltdown in markets, and the rapid bounce back — but they've
had their own peculiar drama. Here's a pop quiz for you. Can you guess the world’s best-performing
major asset class last quarter, or alternatively, the best-performing stock market?

Michelle Shanley:
I'd guess the best-performing stock market would be the US, and the asset class, perhaps large-cap
equities.

Ashley Lester:

Good guesses, but not quite. The top-performing asset class was gold, up over 13% in the quarter and
40% this year. The best-performing stock market was China, up more than 22% last quarter and 45%
this year. The US recovery in Q3 was a bit over 8%. Strange times. Gold, a traditional “risk-off” asset, and
China, definitely not one, both performing strongly. So, what are your clients talking about in these
unusual times?

Michelle Shanley:
Clients are struggling with what to do about US exposure. There's risk around US institutions, but nobody
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wants to give up exposure to technology and innovation led by the “Mag 7.” Private assets are another
big theme, and of course Al, which ties into both.

Ashley Lester:

Yes, there's definitely that divide. In Europe and Asia-Pacific, we see more willingness to question having
70% of growth assets in the US, but little actual movement away. Inside the US, is there the same
unease?

Michelle Shanley:

A bit less unease, though some institutions are tactically reallocating to developed non-US markets.
There's also sensitivity around China and perhaps some regret about missing that upside. Canadian
asset owners are looking at China opportunistically, considering earlier outflows. US institutions are
mostly rebalancing around the edges and reassessing private asset allocations and valuations.

Ashley Lester:

Interesting. The US was up about 8%, Europe under 6%, and emerging markets 11%. But under the
surface, US mega caps were up 12%, beating even emerging markets, while the rest of the US index
rose just 3.5%. Flows into the US are mostly targeting those mega caps. Are your clients expressing
concerns about valuations?

Michelle Shanley:

Yes, definitely. Valuations are a concern, which is why we're seeing increased risk budgets and greater
emphasis on liquidity management. And yes, your blog this morning on “The Price of US Exceptionalism”
was very timely.

Ashley Lester:

Thank you! Along with my colleague Anil Rao, we've been examining why the US market has done so
well since the financial crisis. Over that time, US equities outperformed the rest of the world by about
seven percentage points per year, bringing US assets to over two-thirds of global equity value. The
exceptional performance is driven largely by mega-cap companies — their sales per employee have
doubled, while Europe’s have declined. R&D growth has been dominated by US firms, profitability has
expanded, and unusually, their periods of exceptional growth are lasting twice as long as before. That's
the “price of growth” story we're seeing.

Michelle Shanley:
Very interesting. How do US interest rates fit into this picture?

Ashley Lester:

Three months ago, | thought we might see a steepening of the yield curve and rising long-term rates, but
that hasn't happened. In fact, long-term US rates have fallen. It's remarkable given attacks on the Fed's
independence, political turmoil, and a government shutdown. It's hard to interpret. What's the client
view?

Michelle Shanley:
There's paralysis mixed with FOMO — fear of missing out on this technology wave. Despite uncertainty,
few are making big allocation changes.
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Ashley Lester:
Yes, that “dance while the music plays” mentality, as Citigroup’s CEO famously said during the financial
crisis, seems to have returned. Are clients worried about the government shutdown?

Michelle Shanley:

It's early days. Many hope for a short-term resolution. The news cycle is short, and investors may be
conditioned to expect rebounds after turmoil — as after Liberation Day. So people may still be “dancing,”
despite uncertainty.

Ashley Lester:

Indeed. Economists like myself usually see predictability and institutional discipline as growth-supporting
factors. The US now spends more on debt service than on defense — what Niall Ferguson calls
“Ferguson’s Law," a sign of potential decline. Yet interest rates are falling. Perhaps investors still see the
US as the least-bad option, given Europe’s instability.

Michelle Shanley:

Agreed. But maybe it's a good time to look at another major theme: Al. It dominated our recent
investment summits and will do so again at upcoming forums. How do you see Al influencing valuations,
especially for US mega caps?

Ashley Lester:

No doubt it's a big driver. The global tech sector’s P/E ratio is over 40. Investors are betting that the US
will not only lead Al innovation but also capture most of the early productivity gains. Even a modest
productivity lift could significantly reduce long-run debt-to-GDP ratios. So expectations about Al have
huge fiscal implications.

Michelle Shanley:

Our clients are focusing on making their data infrastructure “Al-ready.” Firms like Vanguard are
revamping their systems, and we're in many conversations about how MSCI fits in. They're also looking
at how Al changes investment processes, creates cost savings, and impacts talent development. If Al
takes over entry-level tasks, how do we still train and develop young professionals? It's a continuation of
challenges we saw during the pandemic.

Ashley Lester:

| agree. It takes time for large firms to integrate Al. Many still see it as a way to make old processes
faster, rather than enabling new ones. But Al, as a general-purpose technology, creates entirely new
possibilities — for example, instantly linking massive supply chain datasets to uncover insights that used
to take weeks. The data may not be 99.9% accurate yet, but the value lies in exploring previously
inaccessible areas. That's where innovation — and new work for young professionals — will emerge.

Michelle Shanley:

Absolutely. And younger generations see Al with optimism, not baggage. Al's ability to handle
unstructured data will help us make better decisions on complex themes like climate transition. Laura
Nishikawa made that point well on our recent Al panel.
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Ashley Lester:

Yes, and that connects to another hot topic: the democratization of private markets investing. We're
seeing new products for retail investors and inclusion of private assets in retirement plans. What are you
seeing in terms of flows and interest?

Michelle Shanley:

There's lots of excitement and collaboration — State Street and Apollo, Wellington, Blackstone,
Vanguard, BlackRock, Voya, Blue Owl, and others. Early flows are modest, around $100 million in some
cases, but it's early days. It reminds me of the early ESG boom — lots of products, lots of confusion
about purpose and evaluation. Education and transparency will be key, and MSCI can help.

Ashley Lester:

Exactly. It's like ESG's early days: are investors seeking impact, returns, or both? There needs to be
clarity on the role of these assets. Let me tell you a story — imagine being told there's an investment
where insiders are getting rich, but returns, methods, and redemption terms are opaque. That's the
perception risk for private assets. Investors need to understand what drives returns, liquidity, and risks.

Michelle Shanley:

That's why our work with GPs is focused on transparency, education, and performance attribution. As
wealth transfers to new generations, there's huge opportunity — but also the need for clarity, structure,
and better modeling of returns and risks.

Ashley Lester:

We just released our Q2 private asset returns report. All major private asset classes posted positive
returns, but private equity lagged public markets again. Realizations remain near record lows, and new
investments are slow. These asset classes need greater transparency to support informed allocation
decisions.

Michelle Shanley:
Agreed — and perhaps Al will help deliver that transparency faster.

Ashley Lester:
We do have some plans there, Michelle, but that will have to wait for another episode.

Michelle Shanley:
We're teeing up the year-end episode here. What a pleasure to talk with you today, Ashley.

Ashley Lester:
Thank you, Michelle. It was a great conversation.

Adam Bass:

That's all for this episode. Our thanks to Ashley and Michelle, and of course to all of you for listening —
or watching. You can find more insights on MSCIl.com. Next time, we'll explore how investors are
navigating this evolving landscape with guests from Goldman Sachs Asset Management and MSCI.
They'll discuss a new index designed to bridge the gap between public and private markets. We hope
you'll join us. Until then, I'm your host, Adam Bass, and this is MSCI Perspectives.
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Notice and Disclaimer

This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the “Information”) is the property
of MSCI Inc. or its subsidiaries (collectively, “"MSCI"), or MSCI's licensors, direct or indirect suppliers or any third party involved in making or compiling any
Information (collectively, with MSCI, the “Information Providers") and is provided for informational purposes only. The Information may not be modified,
reverse-engineered, reproduced or redisseminated in whole or in part without prior written permission from MSCI. All rights in the Information are reserved by
MSCI and/or its Information Providers.

The Information may not be used to create derivative works or to verify or correct other data or information. For example (but without limitation), the
Information may not be used to create indexes, databases, risk models, analytics, software, or in connection with the issuing, offering, sponsoring, managing
or marketing of any securities, portfolios, financial products or other investment vehicles utilizing or based on, linked to, tracking or otherwise derived from
the Information or any other MSCI data, information, products or services.

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information. NONE OF THE INFORMATION
PROVIDERS MAKES ANY EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE INFORMATION (OR THE RESULTS TO BE
OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY
DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT LIMITATION, ANY IMPLIED WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS,
NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE
INFORMATION.

Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider have any liability
regarding any of the Information for any direct, indirect, special, punitive, consequential (including lost profits) or any other damages even if notified of the
possibility of such damages. The foregoing shall not exclude or limit any liability that may not by applicable law be excluded or limited, including without
limitation (as applicable), any liability for death or personal injury to the extent that such injury results from the negligence or willful default of itself, its
servants, agents or sub-contractors.

Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future performance, analysis,
forecast or prediction. Past performance does not guarantee future results.

The Information may include “Signals,” defined as quantitative attributes or the product of methods or formulas that describe or are derived from calculations
using historical data. Neither these Signals nor any description of historical data are intended to provide investment advice or a recommendation to make (or
refrain from making) any investment decision or asset allocation and should not be relied upon as such. Signals are inherently backward-looking because of
their use of historical data, and they are not intended to predict the future. The relevance, correlations and accuracy of Signals frequently will change
materially.

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or
clients when making investment and other business decisions. All Information is impersonal and not tailored to the needs of any person, entity or group of
persons.

None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other investment vehicle or any
trading strategy.

It is not possible to invest directly in an index. Exposure to an asset class or trading strategy or other category represented by an index is only available
through third party investable instruments (if any) based on that index. MSCI does not issue, sponsor, endorse, market, offer, review or otherwise express any
opinion regarding any fund, ETF, derivative or other security, investment, financial product or trading strategy that is based on, linked to or seeks to provide
an investment return related to the performance of any MSCI index (collectively, “Index Linked Investments”). MSCI makes no assurance that any Index
Linked Investments will accurately track index performance or provide positive investment returns. MSCI Inc. is not an investment adviser or fiduciary and
MSCI makes no representation regarding the advisability of investing in any Index Linked Investments.

Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculates indexes, but does not manage
actual assets. The calculation of indexes and index returns may deviate from the stated methodology. Index returns do not reflect payment of any sales
charges or fees an investor may pay to purchase the securities underlying the index or Index Linked Investments. The imposition of these fees and charges
would cause the performance of an Index Linked Investment to be different than the MSCI index performance.

The Information may contain back tested data. Back-tested performance is not actual performance, but is hypothetical. There are frequently material
differences between back tested performance results and actual results subsequently achieved by any investment strategy.

Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the application of the relevant
index methodologies. Accordingly, constituents in MSCI equity indexes may include MSCI Inc., clients of MSCI or suppliers to MSCI. Inclusion of a security
within an MSCI index is not a recommendation by MSCI to buy, sell, or hold such security, nor is it considered to be investment advice.

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC and Barra LLC, may be used in calculating certain MSCI
indexes. More information can be found in the relevant index methodologies on www.msci.com.

MSCI receives compensation in connection with licensing its indexes to third parties. MSCI Inc.'s revenue includes fees based on assets in Index Linked
Investments. Information can be found in MSCI Inc.'s company filings on the Investor Relations section of msci.com.

MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc. Neither MSCI nor any
of its products or services recommends, endorses, approves or otherwise expresses any opinion regarding any issuer, securities, financial products or
instruments or trading strategies and MSCI's products or services are not a recommendation to make (or refrain from making) any kind of investment
decision and may not be relied on as such, provided that applicable products or services from MSCI ESG Research may constitute investment advice. MSCI
ESG Research materials, including materials utilized in any MSCI ESG Indexes or other products, have not been submitted to, nor received approval from, the
United States Securities and Exchange Commission or any other regulatory body. MSCI ESG and climate ratings, research and data are produced by MSCI
ESG Research LLC, a subsidiary of MSCI Inc. MSCI ESG Indexes, Analytics and Real Estate are products of MSCI Inc. that utilize information from MSCI ESG
Research LLC. MSCI Indexes are administered by MSCI Limited (UK) and MSCI Deutschland GmbH.

Please note that the issuers mentioned in MSCI ESG Research materials sometimes have commercial relationships with MSCI ESG Research and/or MSCI Inc.
(collectively, "MSCI") and that these relationships create potential conflicts of interest. In some cases, the issuers or their affiliates purchase research or other
products or services from one or more MSCI affiliates. In other cases, MSCI ESG Research rates financial products such as mutual funds or ETFs that are
managed by MSCI's clients or their affiliates, or are based on MSCI Inc. Indexes. In addition, constituents in MSCI Inc. equity indexes include companies that
subscribe to MSCI products or services. In some cases, MSCI clients pay fees based in whole or part on the assets they manage. MSCI ESG Research has
taken a number of steps to mitigate potential conflicts of interest and safeguard the integrity and independence of its research and ratings. More information
about these conflict mitigation measures is available in our available at https://adviserinfo.sec.gov/firm/summary/169222.
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Any use of or access to products, services or information of MSCI requires a license from MSCI. MSCI, Barra, RiskMetrics, IPD and other MSCI brands and
product names are the trademarks, service marks, or registered trademarks of MSCI or its subsidiaries in the United States and other jurisdictions. The Global
Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and S&P Dow Jones Indices. “Global Industry Classification
Standard (GICS)" is a service mark of MSCI and S&P Dow Jones Indices.

MIFID2/MIFIR notice: MSCI ESG Research LLC does not distribute or act as an intermediary for financial instruments or structured deposits, nor does it deal
on its own account, provide execution services for others or manage client accounts. No MSCI ESG Research product or service supports, promotes or is
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Privacy notice: For information about how MSCI collects and uses personal data, please refer to our Privacy Notice at https://www.msci.com/privacy-pledge.
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