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The Index came into existence on June 15, 2014. All data prior to that are simulated. 

Excess returns are calculated over Fed Fund Effective rate. 

1-Year Rolling Volatility* 

Source: Morgan Stanley, Bloomberg  

Source: Morgan Stanley, Bloomberg  

INDEX IDENTIFIER (TICKER): 
MSUSMAP2 

WEBSITE: 
morganstanley.com/map2 

INDEX CALCULATION AGENT: 
Morgan Stanley & Co. LLC 

INDEX LIVE DATE: 
June 15, 2014 

NUMBER OF INDEX COMPONENTS: 
Maximum 14 

REBALANCE FREQUENCY: 
3 Times a month 

VOLATILITY TARGET: 
5% Annualized 

This material is not a solicitation of any offer to buy or sell any security or other financial instrument or to participate in any trading strategy. This material was not prepared by the 
Morgan Stanley Research Department. Please refer to important information and qualifications at the end of this material. The information contained herein does not constitute 
advice. Morgan Stanley is not acting as your advisor (municipal, financial, or otherwise) and is not acting in a fiduciary capacity. 

* From December 31, 2002 to July 31, 2017.

Morgan Stanley 

ETF-MAP 2 

Index

S&P 500

(Excess Return)

Barclays 

Aggregate Bond

(Excess Return)

YTD Return 7.48% 11.02% 2.19%

Annualized Return 13.16% 19.62% 3.78%

1-Year Ann. Return1 6.77% 15.15% -1.20%

3-Year Ann. Return2 2.83% 10.46% 2.34%

5-Year Ann. Return3 3.70% 14.47% 1.75%

10-Year Ann. Return4 6.25% 7.11% 3.83%

10-Year Ann. Volatility 5.01% 20.81% 3.81%

10-Year Sharpe Ratio 1.25 0.34 1.01

Max. Drawdown5 10% 52% 6%

Correlation to MAP 2 100% 32% 26%50
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• The Morgan Stanley ETF-MAP 2 Index  

is a rules-based quantitative strategy 

that seeks to maximize returns for a 

given level of risk. 

• Based on modern portfolio theory 

and the related concept of efficient 

frontier, the Index uses a Mean-

Variance Optimization (MVO) 

algorithm, among the most widely 

used quantitative tools for asset 

allocation. 

• The Index invests in liquid U.S.-listed 

ETFs and a 2-Year U.S. Treasuries 

Index giving exposure across equities, 

fixed income and alternatives. 

• The Index is rebalanced 3 times a 

month, applicable to 1/3 of the 

notional each time. Each rebalancing 

occurs over 7-trading days. The new  

allocations are determined by 

identifying the portfolio that had the 

maximum historical return over the 

prior 63-trading day period with a 5% 

annualized volatility. 

• The portfolio targets an annualized 

realized volatility of 5%. 

• The portfolio’s performance  

is calculated in excess of the 

performance of a cash investment 

receiving the Fed Fund rate. 

• A servicing fee of 0.50% per annum, 

calculated on a daily basis, is included 

in the published Index level. 

Index Overview 

* As of                            . The Index came into existence 
on June 15, 2014. All data prior to that are simulated. 

1 Computed as the average of the daily allocations 
over the corresponding month. 

2 ETFs and 2-Year U.S. Treasury Index performance are 
excess return over Federal Funds Rate. The sum of the 
index components’ return attribution is not equal to 
the Index return over that month due to the servicing 
fee and return compounding effects. 

This material is not a solicitation of any offer to buy or sell any security or other financial instrument or to participate in any trading strategy. This material was not prepared by the 
Morgan Stanley Research Department. Please refer to important information and qualifications at the end of this material. The information contained herein does not constitute 
advice. Morgan Stanley is not acting as your advisor (municipal, financial, or otherwise) and is not acting in a fiduciary capacity. 
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Monthly Allocations* 

July 31, 2017
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Asset Class/

ETF Description Ticker

Maximum 

Allocations

Monthly 

Average 

Allocations1

Jun 2017

Monthly 

Average 

Allocations1

Jul 2017

Cumulative 

Return 

Attributions2

Jul 2017

Equities

US

SPDR S&P 500 SPY 50% 2% 6% 0.02%

PowerShares S&P 500 Low Volatility SPLV 10% 1% 8% 0.00%

F o reign

iShares M SCI EAFE EFA 35% 31% 32% 0.79%

Vanguard FTSE Emerging M arkets VWO 35% 0% 2% 0.01%

iShares M SCI Japan EWJ 35% 8% 4% 0.22%

Fixed Income

C o re

PowerShares Senior Loan BKLN 10% 0% 0% 0.00%

iShares 20+ Year Treasury Bond TLT 25% 15% 15% -0.11%

iShares 7-10 Year Treasury Bond IEF 25% 2% 8% -0.03%

iShares iBoxx High-Yield Corporate Bond HYG 25% 10% 4% 0.12%

iShares iBoxx Investment-Grade Corporate Bond LQD 10% 5% 6% 0.04%

Others

iShares JPM organ USD Emerging M arkets Bond EMB 15% 0% 8% -0.01%

Alternatives

SPDR Gold Shares GLD 25% 0% 0% 0.00%

iShares Dow Jones US Real Estate IYR 25% 9% 2% 0.13%

Short-Term Treasuries and Cash

2-Year U.S. Treasury Note Index 100% 5% 0% 0.01%

Cash 100% 11% 6% 0.00%

1 1 2 



*Please see Notes on Simulated Returns. 
1 Up until  
Source: Morgan Stanley, Bloomberg 

This material is not a solicitation of any offer to buy or sell any security or other financial instrument or to participate in any trading strategy. This material was not prepared by the 
Morgan Stanley Research Department. Please refer to important information and qualifications at the end of this material. The information contained herein does not constitute 
advice. Morgan Stanley is not acting as your advisor (municipal, financial, or otherwise) and is not acting in a fiduciary capacity. 
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Certain Key Risks 

• The level of the Index can go down as well as up. There can 
be no assurance that the Index will achieve positive returns. 

• The Index may at any time be composed of a very limited 
number of ETFs. There can be risks associated with a 
concentrated investment in that limited number of ETFs.  

• There are risks associated with a momentum based  
investment strategy. If market conditions do not represent a 
continuation of prior-observed trends, the performance of 
the Index, which is rebalanced based on prior trends, may be 
adversely affected. 

• Low volatility is not synonymous with low risk in an  
investment linked to the Index. 

• While the Index has a volatility target of 5%, it may not  
achieve its target volatility, even if the asset portfolio is 
rebalanced daily. 

• There can be no assurance that the actual volatility of the 
Index will be lower than the volatility of any or all of the 
index components. 

• The volatility target feature of the Index may dampen its 
performance in bullish markets. 

• The future performance of the Index may bear little or  
no relation to the historical or hypothetical retrospective  
performance of the Index. 

 

• The Index is particularly susceptible to “choppy” markets. 

• The Index was established on June 15, 2014 and therefore  
has a limited history. 

• As the Index is new and has limited actual historical performance, 
any investment in the Index may involve  
greater risk than an investment in an Index with longer actual 
historical performance and a proven track record. 

• The Index is calculated on an excess return basis. The level of the 
Index is calculated as the excess of the weighted return of the 
asset portfolio over an equivalent cash investment receiving the 
Federal Funds Rate. 

• The level of the Index will include the deduction of a fee of  
0.50% per annum. 

• An investment in instruments linked to the Index involves  
risks associated with emerging markets equities and bonds, 
currency exchange rates and commodities. 

The risks identified above are not exhaustive. 

Please see the full set of risk factors included in any 

disclosure materials relating to instruments linked 

to the Index for additional information. 

July 31, 2017

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Full Year

2017 0.94% 2.36% 0.86% 0.99% 0.89% 0.09% 1.14%

2016 -0.84% 0.22% 0.36% 0.60% -0.58% 3.10% 1.36% -1.22% 1.12% -0.63% -0.73% 0.85% 3.60%

2015 3.05% -1.22% -0.84% 0.40% 0.19% -0.84% -0.97% -2.51% 0.79% -0.21% -1.26% -0.65% -4.08%

2014 -1.20% 2.03% -0.79% 1.37% 2.47% 1.06% -0.08% 1.34% -2.07% 0.08% 1.76% 0.72% 6.79%

2013 -0.13% -0.09% 1.93% 2.63% -3.06% -0.48% 1.47% -1.82% 2.51% 1.31% 0.30% 0.95% 5.50%

2012 1.40% 0.63% 0.93% 0.30% -0.97% 1.02% 2.38% -0.61% 0.12% -0.59% 0.42% 0.34% 5.43%

2011 0.43% 1.82% -0.95% 3.39% 0.69% -1.51% 3.05% 1.67% -0.94% 0.55% 0.33% 1.85% 10.77%

2010 -0.98% 1.06% 1.79% 1.59% -2.02% 1.89% 0.46% 2.94% 1.80% 0.82% -0.57% 1.93% 11.12%

2009 -2.05% -0.81% 1.21% 1.50% 2.59% 0.34% 3.60% 0.87% 2.70% -0.94% 2.65% -1.02% 10.98%

2008 2.46% 1.75% -1.17% -1.08% -0.37% -3.27% -1.15% -1.39% -0.04% 0.04% 2.84% 2.42% 0.82%

2007 0.67% -0.52% -0.47% -0.17% -0.12% -1.37% 0.75% 0.12% 1.25% 2.78% 0.66% 0.14% 3.71%

2006 2.02% 0.34% 0.34% 1.19% -1.47% -1.30% 0.69% 1.20% 1.07% 1.87% 1.16% 0.23% 7.55%

2005 -1.70% 3.51% -3.33% -0.50% 0.91% 1.65% 0.29% -0.85% 1.65% -2.30% 1.61% 2.21% 2.99%

2004 0.86% 1.48% 0.98% -4.98% -1.16% 0.62% -1.10% 2.55% 0.81% 2.25% 2.83% 1.90% 6.97%



Note on Simulated Returns 

Back-testing and other statistical analyses provided herein use simulated analysis and hypothetical circumstances to estimate how the Index may have performed 
between December 31, 2002 and June 15, 2014, prior to its actual existence. The results obtained from such “back-testing” should not be considered indicative of 
the actual results that might be obtained from an investment in the Index. The actual performance of the Index may vary significantly from the results obtained 
from back-testing. Unlike an actual performance record, simulated results are achieved by means of the retroactive application of a back-tested model itself 
designed with the benefit of hindsight and knowledge of factors that may have possibly affected its performance. Morgan Stanley provides no assurance or 
guarantee that instruments linked to the Index will operate or would have operated in the past in a manner consistent with these materials. The hypothetical 
historical levels presented herein have not been verified by an independent third party, and such hypothetical historical levels have inherent limitations. In 
addition, results obtained from back-testing include hypothetical results that do not reflect the reinvestment of dividends and other earnings or the deduction of 
any expenses that an investor in any product, the return of which is linked to the performance of the Index, would have paid or actually paid and do not account 
for all financial risk that may affect the actual performance of any such investment. Alternative simulations, techniques, modeling or assumptions might produce 
significantly different results and prove to be more appropriate. Actual results will vary, perhaps materially, from the simulated returns presented in this 
document. Because the Morgan Stanley Two Year Treasury Index and certain E TFs included in the Index Components existed for only a portion of the back-tested 
period, substitute data has been used for portions of the simulation. Wherever data for the Morgan Stanley Two Year Treasury Index or one or more ETFs did not 
exist, the simulation has included (i) the value of the Morgan Stanley Two Year Treasury Index based on simulated historical performance and (ii) the value of each 
ETF’s benchmark index less the relevant current expense ratio. The ETFs (and corresponding fund inception dates) for which data has been used for all periods 
prior to the relevant inception date are: SPLV (May 5, 2011), VWO (March 10, 2005), BKLN (March 3, 2011), HYG (April 11, 2007), EMB (December 19, 2007), and 
GLD (November 18, 2004). The purpose of this data substitution is to replicate as nearly as possible the returns that would have been expected had the Morgan 
Stanley Two Year Treasury Index and the ETF existed and, in the case of an ETF, tracked its relevant benchmark index. 

Important Information and Qualifications 

The information provided herein was prepared by sales, trading, or other non-research personnel of one of the following: Morgan Stanley & Co. LLC, Morgan 
Stanley & Co. International PLC, Morgan Stanley MUFG Securities Co., Ltd, Morgan Stanley Capital Group Inc. and/or Morgan Stanley Asia Limited (together with 
their affiliates, hereinafter “Morgan Stanley”), but is not a product of the Morgan Stanley Research Department. This communication is a marketing 
communication and is not a research report. For additional information and important disclosures, see http://www.morganstanley.com/ disclaimers. 

Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice, including 
within the meaning of Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act. This material is not (and should not be construed to be) 
investment advice (as defined under ERISA or similar concepts under applicable law) from Morgan Stanley with respect to an employee benefit plan or to any 
person acting as a fiduciary for an employee benefit plan, or as a primary basis for any particular plan investment decision.  

The information provided herein has been prepared solely for informational purposes and is not an offer to buy or sell or a solicitation of an offer  
to buy or sell any securities or instruments or to participate in any particular trading strategy. No representation is given with respect to accuracy or completeness, 
and they may change without notice. Morgan Stanley on its own behalf and on behalf of its affiliates disclaims any and all liability relating to these materials, 
including, without limitation, any express or implied representations or warranties for statements or errors contained in, or omissions from, these materials. 
Morgan Stanley and others associated with it may make markets or specialize in, have or may in the future enter into principal positions (long or short) in and 
effect transactions in securities or trading strategies mentioned or described herein. 

Unless stated otherwise, the material contained herein has not been based on a consideration of any individual client circumstances and as such should not be 
considered to be a personal recommendation. We remind investors that these investments are subject to market risk and will fluctuate in value. Any investments 
discussed in this communication may be unsuitable for investors depending upon their specific investment objectives and financial position. Where an investment 
is denominated in a currency other than the investor’s currency, changes in rates of exchange may have an adverse effect on the value, price of, or income derived 
from the investment. The performance data quoted represents past performance. Past performance is not indicative of future returns. No representation or 
warranty is made that any returns indicated will be achieved. Certain assumptions may have been made in this analysis, which have resulted in any returns 
detailed herein. Transaction costs (such as commissions) are not included in the calculation of returns. Changes to the assumptions may have a material impact on 
any returns detailed. Potential investors should be aware that certain legal, accounting and tax restrictions, margin requirements, commissions and other 
transaction costs and changes to the assumptions set forth herein may significantly affect the economic consequences of the transactions discussed herein. The 
information and analyses contained herein are not intended as tax, legal or investment advice and may not be suitable for your specific circumstances. By 
submitting this communication to you, Morgan Stanley is not advising you to take any particular action based on the information, opinions or views contained 
herein, and acceptance of such document will be deemed by you acceptance of these conclusions. You should consult with your own municipal, financial, 
accounting and legal advisors regarding the information, opinions or views contained in this communication. 

 

 

HYPOTHETICAL PERFORMANCE RESULTS HAVE MANY INHERENT LIMITATIONS, SOME OF WHICH ARE DESCRIBED HEREIN. NO REPRESENTATION IS BEING MADE THAT 
ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE PROFITS OR LOSSES SIMILAR TO THOSE SHOWN. IN FACT, THERE ARE FREQUENTLY SHARP DIFFERENCES BETWEEN 
HYPOTHETICAL PERFORMANCE RESULTS AND THE ACTUAL RESULTS SUBSEQUENTLY ACHIEVED BY ANY PARTICULAR TRADING PROGRAM. ONE OF THE LIMITATIONS OF 
HYPOTHETICAL PERFORMANCE RESULTS IS THAT THEY ARE GENERALLY PREPARED WITH THE BENEFIT OF HINDSIGHT. IN ADDITION, HYPOTHETICAL TRADING DOES NOT 
INVOLVE FINANCIAL RISK, AND NO HYPOTHETICAL TRADING RECORD CAN COMPLETELY ACCOUNT FOR THE IMPACT OF FINANCIAL RISK IN ACTUAL TRADING. FOR 
EXAMPLE, THE ABILITY TO WITHSTAND LOSSES OR TO ADHERE TO A PARTICULAR TRADING STRATEGY IN SPITE OF TRADING LOSSES ARE MATERIAL POINTS WHICH CAN 
ALSO ADVERSELY AFFECT ACTUAL TRADING RESULTS. THERE ARE NUMEROUS OTHER FACTORS RELATED TO THE MARKETS IN GENERAL OR TO THE IMPLEMENTATION 
OF ANY SPECIFIC TRADING PROGRAM WHICH CANNOT BE FULLY ACCOUNTED FOR IN THE PREPARATION OF HYPOTHETICAL PERFORMANCE RESULTS AND ALL OF 
WHICH CAN ADVERSELY AFFECT ACTUAL TRADING RESULTS. 
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