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Recent mega-IPOs have re-kindled the long-running debate of
where equity investors can find the greatest growth and return

potential: public markets or private, big companies or small,
IPOs or secondaries, venture capital or private equity, active
investing or just buy and hold the Mag 7?

While investing at a compelling value certainly helps, what's undeniable is that
growth is the key ingredient to high compounding returns on a sustainable basis.
And growth in these IPO candidates has been notably impressive. Since their
founding, these companies have sprinted to an estimated value of ~$3.4 trillion
in aggregate.! That is more than the exit value of all VC-backed IPOs combined
prior to 20262

Private market investors stand to reap this enormous windfall, just as they did
for the trillions in value generated by previous IPOs. And while many IPOs
have gone on to generate equally spectacular gains as public companies, that
has become more the exception than the rule in recent years. Since 2021,
post-IPO returns have significantly underperformed the broader market by
100 percentage points (Display 7.

DISPLAY 1
Post-IPO performance of new listings versus the S&P 500 Index
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Source: Renaissance IPO Index, S&P Global. As of September 30, 2026.
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DISPLAY 2
New listings of private companies have only recently recovered to pre-COVID levels after flooding public markets
in 2020 and 2021 543
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Source: Renaissance Capital, PitchBook. As of October 15, 2026. US only.
Note: Data includes IPOs, direct listings and SPAC-led reverse mergers. Excludes closed-end funds and SPACs that did not complete a reverse merger.
Excludes new listings of companies with less than $50 million in total market cap. Excludes SpaceX IPO valued at $1.7 trillion in 2026.

DISPLAY 3
A disproportionate share of value is accruing in private markets as IPO-worthy companies stay private for longer
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Source: Morningstar, Morgan Stanley Investment Management. As of December 31, 2025. For illustrative purposes only.

This underperformance can be traced to a deluge of Lackluster post-IPO performance for investors and
supply in the 18 months following the global pandemic management teams alike has caused premier growth
re-opening. During that span, 801 private companies companies to stay private for longer. The median age of
and $1.6 trillion in market cap migrated to US public private companies going public has expanded from

exchanges, a nearly 5-year supply relative to the run rate 6.9 years in 2014 to 11 years in 2025.2 With the extra
that prevailed previously (Display 2). New public listings  time, premier growth companies are raising multiple

have since collapsed to a two-decade low and only late-stage rounds at progressively higher valuations.
recently have they nudged above their pre-pandemic This has shifted even more growth, return capture
average, after removing the effects of this year's and value creation into the private phase of the life
mega IPOs. cycle for an IPO-worthy company (Display 3).

3 Morningstar. As of December 31, 2025.
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DISPLAY &

Capital flowing to late-stage private companies that
have already received 6+ funding rounds has exploded
in the last year
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Source: PitchBook, NVCA. As of September 30, 2026. US only.

This dynamic has also blurred the lines between venture
and growth equity investing. Traditionally, venture capital
has flowed to start-ups with accelerating revenues but
little to no profit, whereas growth equity has described
PE-backed investments in larger private companies with
more mature revenue streams and strong profits. It

was unusual for VC-backed companies to receive as
many as six funding rounds and those that did garnered
just 25% of total capital deployed in any given year.

In 2025, however, that number jumped to 40% and 2026
is on pace to increase more than three-fold compared to
last year (Display 4).

What has changed at the margin is the arrival of a new
breed of late-stage private companies that increasingly
resemble public-quality assets in terms of age and
maturity while featuring growth rates more akin to start-
ups. These companies are being powered by a new wave
of technological innovation that is most prominent
within Al but also permeating other sectors of private
markets by helping large companies accelerate growth
and profitability. Among institutional investors, there

DISPLAY 5
Recent appreciation in the value of global Unicorns
reflects a positive outlook for late-stage large scale
growers within private markets
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As of April 30, 2026.

is a growing view that new industry leaders will emerge
from these transformative technologies. Also referred
to as Unicorns, private VC-backed companies believed

to be worth $71 billion or more, valuations of these
companies have stepped up sharply in recent months,
outpacing the S&P 500 index, and reflecting the positive
outlook for late-stage, scaled growers within private
markets (Display 5).

Drilling down on US Unicorns only reveals another important
dynamic. While new Unicorns are on the upswing, most Likely
aided by the proliferation of Al native start-ups, that follows
a period of retrenchment and hidden churn. In an analysis
conducted by PitchBook, 40.6% of reported Unicorn values
were found to be at least three years old due to inactive
fundraising. To address the risk of stale and potentially lower
values, all reported Unicorn values were replaced with new
ones based on quantitatively derived estimates. In doing so,
it found that the number of US Unicorns could be inflated by
as much as 25% at present, or 635 versus 857 based on older
reported values (Display 6). Most of the damage was done

in the years immediately following 2021, with the proportion
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DISPLAY 6
A refresh of estimated values indicates that the
number of US Unicorns may have consolidated since
the 2021 peak...
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of “fallen” Unicorns accelerating to ~14% annually from an
average of ~5% in prior years.* Despite this high turnover
and lower estimated base of companies, the analysis points
to Unicorn value surging by nearly two-fold in 2025 to a
level nearly equivalent to original reported value of the 857
(Display 7). Given the high level of hidden churn and fluid
nature of rising and falling Unicorns, this suggests that active
management and diversification are key when approaching
late-stage private growth investing.

The final dynamic that has changed at the margin is the
question of access. As more money flows in search of
private markets’ equivalent of a Magnificent 7, competition
for access to periodic rounds conducted by premier growth
companies has proven fierce. These rounds are frequently
multiple times oversubscribed, leaving many investors unable
to secure allocations. At the same time, leading companies
are increasingly focused on partnering with investors who
can provide a truly differentiated value proposition beyond
capital alone. The typical interval between rounds has
lengthened to nearly two years for most VC companies,
with Al being the notable exception at a median of 1.3

years and trending downward (Display 8). That's good

news for access, but experience is still needed to underwrite

DISPLAY 7
...Even so, estimated values have surged in the last year
on this leaner base
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DISPLAY 8
Median time (years) between VC rounds is trending
down for Al versus non-Al companies
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estimates for the same year.
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valuations and discern between winners and losers within
this emerging technology.

Companies associated with transformative technologies such

as Al are bucking the trend and raising capital more frequently
due to a pace of revenue scaling rarely seen in prior innovation
cycles. Many of these companies did not exist five years ago,
and a good number have been able to ramp sales to hundreds
of millions of dollars inside of 12 quarters.> Al start-ups are able
to turn on revenue almost immediately, in stark contrast to the
early days of consumer internet or even enterprise SaaS when
companies would build a user base first and add advertising or
subscription revenue second after a year or more had passed.®

Perhaps nowhere is this revenue velocity demonstrated best
than within the universe of Al-native start-ups.

OpenAl has disclosed that annualized revenue had reached
$50 billion as of September 30, 2026, up from $4 billion
just 24 months prior (Display 9).” That is equivalent to the
total annual revenue for Salesforce, the perennial leader in
SaaS. Framing this more broadly, in under three years' time,?
top Al-native startups have sprinted to the same aggregate
value that took public SaaS companies

20 years to build (Display 10).

DISPLAY 9

OpenAl's valuation has increased exponentially

with each funding round, mirroring its extraordinary
revenue growth while still private
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Source: PitchBook, Jeffries Research, HSBC Research, Wedbush Research,
OpenAl, The Information. Note: Post-money valuations and annualized
revenue data based on company disclosures or Wall Street analyst estimates.
As of September 30, 2026.

DISPLAY 10
Market cap of private Al-native companies vs. legacy public SaaS companies
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Source: PitchBook LCD, Morgan Stanley Investment Management. As of September 30, 2026.
Note: Private company valuations based on PitchBook estimates or reported terms of recent fundraising rounds

5 Morgan Stanley Research, “What's Causing the Collapse in Confidence?”, February 9, 2026.
& William Blair Research, Beyond the Build: The Next Generation of GenAl Applications and Investment,” January 22, 2026.

7UBS Research, “US Enterprise and Networking” October 2, 2026.
8 Company filings. Based on trailing 12-month revenue as of January 31, 2026.

2026 | MORGAN STANLEY INVESTMENT MANAGEMENT 5



Conclusion

The debate is real, but times have changed. The most exciting growth companies no longer make their debuts
and generate their greatest returns in public markets only. Increasingly, those dynamics have shifted to private
markets. Behind this year's crop of history-making IPOs is an expanding opportunity set for late-stage growth
investing. After significant turnover, a new generation of private Unicorns are scaling revenue and creating value
at a breathtaking pace, but only if they resemble public-quality assets and are executing on transformative
technologies. Diversifying by industry and employing active management can play a key role, as well as

experience and access.

RISK FACTORS

Alternative investments are intended for qualified investors only.
Alternative investments, including private equity funds, provide limited
liquidity and include, among other things, the risks inherent in investing
in securities and using leverage. An investment in an alternative
investment fund can be speculative and should not constitute a complete
investment program.

Private equity funds will typically invest in securities, instruments and
assets that are not, and are not expected to become, publicly traded and
therefore may require a substantial length of time to realize a return or
fully liquidate. There can be no assurance that any such fund will be able
to identify, choose, make or realize investments of the type targeted for
their fund, or that such fund will be able to invest fully its committed
capital. There can be no assurance that a fund will be able to generate
returns for its investors or that returns will be commensurate with

the risks of the investments within such fund’s investment objectives.
The business of identifying and structuring investments of the types
contemplated by these funds is competitive and involves a high degree
of uncertainty. In addition to competition from other investors, the
availability of investment opportunities generally will be subject to
market conditions as well as, in many cases, the prevailing regulatory or
political climate.

IMPORTANT INFORMATION

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.

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,
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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.

Any charts and graphs provided are for illustrative purposes only.

Any performance quoted represents past performance. Past performance
does not guarantee future results.

The indexes are unmanaged and do not include any expenses, fees or sales
charges. It is not possible to invest directly in an index. Any index referred
to herein is the intellectual property (including registered trademarks)

of the applicable licensor. Any product based on an index is in no way
sponsored, endorsed, sold or promoted by the applicable licensor and it
shall not have any liability with respect thereto.

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.

Morgan Stanley Investment Management is the asset management division
of Morgan Stanley.

DISTRIBUTION

his 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.

SIM, 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 Eidgensssische 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,
Tth 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 (FDI) 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, or

any solicitation of any offer to subscribe for or purchase, any
securities or 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. Furthermore,
this information is being made available on the basis that the
recipient acknowledges and understands that the entities and
securities to which it may relate have not been approved, licensed
by or registered with the UAE Central Bank, the Dubai Financial
Services Authority, the UAE Securities and Commodities Authority,
the Financial Services Regulatory Authority or any other relevant
licensing authority or government agency in the UAE. 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.

Abu Dhabi Global Market (“ADGM"): This material is sent strictly
within the context of, and constitutes, an Exempt Communication.
This material relates to (strategy) which is not subject to any form
of regulation or approval by the Financial Services Regulatory
Authority of the Abu Dhabi Global Market (the “FSRA").

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.

us.

NOT FDIC INSURED | OFFER NO BANK GUARANTEE | MAY
LOSE VALUE | NOT INSURED BY ANY FEDERAL GOVERNMENT
AGENCY | NOT A DEPOSIT

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.

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 and Futures Ordinance of Hong Kong (Cap 577). 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
in Singapore by Morgan Stanley Investment Management
Company, Registration No. 199002743C. This material should not
be considered to be the subject of an invitation for subscription
or purchase, whether directly or indirectly, to the public or any
member of the public in Singapore other than (i) to an institutional
investor under section 304 of the Securities and Futures Act,
Chapter 289 of Singapore (“SFA"), (i) to a “relevant person” (which
includes an accredited investor) pursuant to section 305 of the
SFA, and such distribution is in accordance with the conditions
specified in section 305 of the SFA; or (iii) otherwise pursuant

to, and in accordance with the conditions of, any other applicable
provision of the SFA. This material 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
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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]J to make all investment decisions based on an analysis

of the value, etc. of the securities, and MSIMJ accepts such
commission. The client shall delegate to MSIM]J 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

morganstanley.com/im

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, MSIM)
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 MSIMJ, Registered No. 410
(Director of Kanto Local Finance Bureau (Financial Instruments
Firms)), Membership: the Japan Securities Dealers Association,
the Investment Management Association of Japan and the Type |l
Financial Instruments Firms Association.
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