
 Sustainable Reality
Sustainable funds outperformed Traditional peers in 1H 2026;  
flows positive but still lagging



Key Takeaways for 1H 2026

AUM in Sustainable funds grew  
to over $4 trillion
Assets under management (AUM) in 
Sustainable funds globally reached a new 
high of $4.24 trillion at the end of June 2026 
according to Morningstar data. This was up 
4.8% on December 2025, mostly driven by 
fund performance. Sustainable funds now 
make up 6.1% of total AUM, down from a high 
of 7.2% in June 2023 as Traditional funds have 
consistently recorded stronger net inflows 
over that period. 

Sustainable funds outperformed 
Traditional peers, driven by strong 
equity fund performance 
The median return for Sustainable funds was  
+4.9% for 1H 2026, outperforming Traditional  
funds at +4.0%. Greater exposure to equities 
was the key driver of outperformance: The 
median Sustainable equity fund return was 
+9.0% in the first half of the year, just ahead of 
+8.6% for Traditional peers, which more than 
offset -1.3% for Sustainable fixed income funds, 
underperforming Traditional fixed income 
funds at +1.3%. Sustainable funds had stronger 
median returns than Traditional peers in all four 
major regions, with outperformance greatest  
in Americas and APAC investment areas.  

Inflows to Sustainable funds in 
1H 2026, although still below the 
rate of Traditional funds  
First half inflows to Sustainable funds were  
$37.7 billion, or +0.9% of prior year-end AUM, 
with momentum stronger in the first quarter 
and slowing in the second. By fund domicile, 
Europe funds drove the first quarter inflows. 
North America flows turned positive in the 
second quarter, but Asia recorded outflows 
in both quarters. Traditional funds continue to 
record stronger flows, at +2.5% of prior year-
end AUM in 1H 2026.
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 CONTACT US

For any questions related to the report, please reach out to the Institute for Sustainable Investing team at  
globalsustainability@morganstanley.com. 

To get insights like this report delivered to your inbox, subscribe to the Institute for Sustainable Investing’s newsletter.

SIGN UP

TRACKING AUM, FLOWS AND PERFORMANCE FOR SUSTAINABLE FUNDS

Sustainable Reality is a long running series from Morgan Stanley’s Institute for Sustainable Investing. It uses Morningstar data 
to track AUM, flows and performance for Sustainable funds in comparison to Traditional funds across a universe of 99,000 
global funds. 

TERMINOLOGY

The analysis uses Morningstar’s definitions 
of “Sustainable” and “Traditional” funds.

MEDIAN RETURNS

We refer to median return because of the 
very wide range of potential outcomes 
common for investment funds, but also 
to reflect the likelihood of an individual 
investor selecting a fund that achieves the 
return. Returns are shown in USD.   

METHODOLOGY

For the full methodology, see page 17. 

About the Sustainable Reality Series
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Source: Morgan Stanley Institute for Sustainable Investing analysis of Morningstar data as of August 8, 2026.

AUM in Sustainable funds grew to over $4 trillion
At the end of June 2026, Sustainable funds’ AUM reached a new absolute high of $4.24 trillion, up 4.8% from the end of 2025. This represents 6.1% 
of total AUM, down from the peak of 7.2% at the end of December 2023. AUM in Sustainable funds has grown steadily in absolute terms since 2022, 
averaging a half-yearly growth rate of 6.2%. This was driven by both inflows and returns in 2022–2024 but more recently driven mostly by returns, 
with outflows in 2025 and small inflows in 1H 2026. The decline as a proportion of overall AUM since December 2023 reflects consistently stronger 
inflows to Traditional funds.

 Sustainable AUM      Sustainable as % of total

Sustainable AUM, USD billion

0.0%

2.0%

4.0%

6.0%

5,000

4,000

3,000

2,000

1,000

0
Jun 
’19

Dec 
’19

Jun 
’20

Dec 
’20

Jun 
’21

Dec 
’21

Jun 
’22

Dec 
’22

Jun 
’23

Dec 
’23

Jun 
’24

Dec 
’24

Jun 
’25

Dec 
’25

Jun 
’26

7.2%

6.1%

MORGAN STANLEY INSTITUTE FOR SUSTAINABLE INVESTING  |  2026  |  SUSTAINABLE REALITY: 1H 2026 5

AUM FLOWS PERFORMANCE RESTRICTION SCREENING METHODOLOGY AND DISCLOSURES



Sustainable funds recorded inflows in 1H 2026, although 
momentum slowed in the second quarter
Sustainable funds reported inflows of $37.7 billion during 1H 2026, or +0.9% of prior year-end AUM. Inflows rebounded to $33.5 billion in the first 
quarter, up from outflows of $37.5 billion in the last quarter of 2025. However, this momentum moderated in the second quarter of 2026, with  
only slight inflows of $4.2 billion. Traditional fund flows continue to outpace those for Sustainable funds, with 1H 2026 inflows at +2.5% of prior  
year-end AUM.

Source: Morgan Stanley Institute for Sustainable Investing analysis of Morningstar data as of August 8, 2026.

Sustainable fund flows saw some recovery in 1H 2026

 Traditional quarterly net flows, USDbn      
 Quarterly flow as % of prior year-end AUM

Traditional quarterly net flows  
(non-cumulative)

 Sustainable quarterly net flows, USDbn      
 Quarterly flow as % of prior year-end AUM

Sustainable quarterly net flows  
(non-cumulative)
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Sustainable fund inflows in Europe and North America,  
but below rates for Traditional funds in each region

Source: Morgan Stanley Institute for Sustainable Investing analysis of Morningstar data as of August 8, 2026.  
* �Other includes South America and Africa, which account for 0.09%/0.01% of AUM respectively. Note that a fund can be domiciled in one region but invest globally or in other regions.  

Investment area refers to the latter. 

Europe-domiciled Sustainable funds, which account for 87% of 
Sustainable AUM, recorded $43.9 billion inflows in 1H 2026. This is  
+1.2% of prior year-end AUM, with almost all inflows in 1Q 2026 
and a slower 2Q 2026.

Sustainable funds in North America had inflows of $3.1 billion  
in 2Q 2026, ending more than three years of outflows. Net inflows 
for the first half were +0.4% of prior year-end AUM (with 1Q still 
slightly negative), still weaker than Traditional peers.   

Asia-domiciled Sustainable funds lagged other regions in 1H 2026, 
with outflows of -$7.5 billion, or -5.5% of prior year-end AUM. 

Asia flows were weakest relative to AUM 

1H 2026 net flows as a % of prior year-end AUM

Sustainable AUM by domicile, June 2026

 Sustainable Funds      Traditional Funds

Europe funds saw inflows in 1H 2026

 Europe      North America      Asia      South America

Sustainable fund quarterly net flow by region of domicile, USDbn
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Article 9 funds stable in 1H 2026, after prolonged outflows

Article 8 funds saw inflows of $242.2 billion during 1H 2026, or 
+2.4% of prior year-end AUM. These flows were mostly driven by 
Article 8 funds classified as Traditional by Morningstar—Article 8 
funds classified as Sustainable account for $45.8 billion (or 19%) 
of the total (+1.8% of prior year-end AUM).

Article 9 funds recorded small inflows in the second quarter of 
2026, at $0.8 billion. This follows a ten-quarter run of outflows 
stretching back to 4Q 2023. With small outflows in 1Q 2026,  
flows for 1H 2026 were around zero.

Source: Morgan Stanley Institute for Sustainable Investing analysis of Morningstar data as of August 8, 2026. 

 Article 9, USDbn 
 Article 9 as % of prior year-end AUM

Article 9 quarterly net flows (non-cumulative)
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Source: Morgan Stanley Institute for Sustainable Investing analysis of Morningstar data as of August 8, 2026. Note: bps stands for basis points; 10 bps is 0.1%. 

Sustainable funds outperformed Traditional funds with 
median return of +4.9%
The median Sustainable fund returned +4.9% in 1H 2026, almost a percentage point ahead of the median Traditional fund at +4.0%. This was driven 
by larger representation of equity funds in the Sustainable universe, compared to the Traditional universe, equities the best-performing asset class  
in both sets of funds. Sustainable funds outperformed in all four regions.

Sustainable funds outperformed Traditional peers in 1H 2026

2H 24 1H 25 2H 25 1H 26

Median return — Sustainable vs Traditional funds

	 1H 19	 2H 19	 1H 20	 2H 20	 1H 21	 2H 21	 1H 22	 2H 22	 1H 23	 2H 23	 1H 24	 2H 24	 1H 25	 2H 25	 1H 26

	 11.6%	 5.3%	 -3.7%	 20.1%	 6.8%	 0.9%	 -20.0%	 1.8%	 6.8%	 5.3%	 1.7%	 0.4%	 12.6%	 5.3%	 4.9%
	 9.9%	 4.5%	 -3.5%	 18.6%	 5.3%	 0.7%	 -15.4%	 0.4%	 3.9%	 4.7%	 1.2%	 1.7%	 9.2%	 5.5%	 4.0%

	 163	 80	 -19	 152	 151	 28	 -463	 141	 294	 65	 52	 -131	 336	 -23	 91
	 bps	 bps	 bps	 bps	 bps	 bps	 bps	 bps	 bps	 bps	 bps	 bps 	 bps	 bps	 bps

MORGAN STANLEY INSTITUTE FOR SUSTAINABLE INVESTING  |  2026  |  SUSTAINABLE REALITY: 1H 2026 9

AUM                               FLOWS                               PERFORMANCE                               RESTRICTION SCREENING                               METHODOLOGY AND DISCLOSURES



Strong equity fund performance drove overall Sustainable  
fund outperformance

Morgan Stanley Institute for Sustainable Investing analysis of Morningstar data as of August 8, 2026. Note: bps stands for basis points; 10 bps is 0.1%. 
*Other includes multi-asset, property, commodities and alternative fund types. 

Asset allocation was a significant 
contributor to Sustainable funds’ relative 
performance in 1H 2026. Sustainable funds 
have a higher weighting to equities (56% of 
the universe, vs 41% for Traditional funds), 
which generated the strongest median 
returns across asset classes.

Equities: Sustainable funds recorded a 
median return of +9.0%, 40bps ahead of 
Traditional peers at +8.6%. 

Fixed income: Sustainable funds’ median 
return of -1.3% was more than 250bps 
below Traditional fixed income funds at 
+1.3%. Here, geographical exposure was 
a factor: Both Sustainable and Traditional 
fixed income funds had negative median 
returns in Global and Europe investment 
areas, and these regions account for 80% 
of Sustainable fixed income funds but  
only 39% of Traditional peers. 

Other*: Sustainable funds had a median 
return of +2.5%, behind Traditional peers  
at +3.0%.

Sustainable funds saw strongest performance in equities

1H 2026 median return by asset type

Split of fund count by asset class, June 2026

 Sustainable Funds      Traditional Funds

20% 40% 60% 80% 100%0%

Sustainable

Traditional

56%

41%

23% 21%

26% 33%

9.0%

-1.3%

2.5%

8.6%

1.3%
3.0%

 Equity      Fixed Income      Other

Equity Fixed Income Other*

MORGAN STANLEY INSTITUTE FOR SUSTAINABLE INVESTING  |  2026  |  SUSTAINABLE REALITY: 1H 2026 10

AUM                               FLOWS                               PERFORMANCE                               RESTRICTION SCREENING                               METHODOLOGY AND DISCLOSURES



100%

2%

4%

6%

8%

10%

12%

14%

-2%

80%

60%

40%

20%

0

0

Sustainable funds outperformed in all geographies in  
1H 2026, with particular strength in Americas and APAC 
Strong relative performance in the Americas and APAC drove overall outperformance by Sustainable funds, outweighing the impact of their larger 
allocation to Global and Europe investment areas. While Global and Europe posted weaker median returns, Sustainable funds still outperformed 
Traditional funds in both regions. This contrasts with prior periods, when Sustainable funds’ heavier exposure to Global and Europe—69% of 
Sustainable funds, versus 39% for Traditional—was a key driver of relative underperformance.

Source: Morgan Stanley Institute for Sustainable Investing analysis of Morningstar data as of August 8, 2026. The Sustainable Reality series shows returns in U.S. dollar terms. 

Americas and APAC saw the strongest median returns

1H 2026 split of fund count by investment region1H 2026 median return by investment region
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Long-term returns and downside deviation

Source: Morgan Stanley Institute for Sustainable Investing analysis of Morningstar data as of August 8, 2026. 
*�Past performance is no guarantee of future results. December 2018 is the start point as Morningstar’s sustainable fund classification started in January 2019. This chart applies the median fund return 
for the full universe of Sustainable and Traditional funds (as shown on page 9) in each half-year period to a hypothetical $100 investment starting in December 2018. 

A hypothetical $100 investment into a Sustainable fund in 
December 2018 would have grown to $171 by the end of June 
2026, assuming median returns were achieved in each period, 
compared to $159 for a Traditional fund. 

For 1H 2026, downside deviation was -9.5% for Sustainable 
equity funds and -10.3% for Traditional equity funds, meaning 
that Traditional funds had greater potential for relative losses. 
Downside deviation measures the likelihood of negative returns 
in a set of funds against a chosen benchmark. 

Downside deviation measures the likelihood of negative returns against a chosen benchmark, here the S&P 500 

$100 invested in December 2018 would be $171 today,  
at median Sustainable fund returns*

Downside deviation, equity funds

Long-term performance 
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72% of Sustainable funds had positive returns in 1H 2026

72% of Sustainable funds had 
positive returns in the first 
half of 2026, versus 67% for 
Traditional funds. 

Both curves have long tails, 
resulting in a very wide 
range of fund performance 
outcomes. Using mean, or 
simple average, returns would 
be disproportionately affected 
by these long tails and not 
represent the likelihood of 
achieving that return across  
a selection of funds. 

The “Sustainable Reality” series uses 
median fund returns as the primary 
metric without any weighting to account 
for different fund sizes. Median is the 
more appropriate return value given the 
non-normal distribution of the entire 
universe of fund return. The median value 
also better represents the likelihood of an 
investor selecting a fund and achieving 
that specific return value. 

Density chart of Sustainable and Traditional fund returns
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Source: Morgan Stanley Institute for Sustainable Investing analysis of Morningstar data as of August 8, 2026. 

 Sustainable Funds      Traditional Funds

MORGAN STANLEY INSTITUTE FOR SUSTAINABLE INVESTING  |  2026  |  SUSTAINABLE REALITY: 1H 2026 13

AUM                               FLOWS                               PERFORMANCE                               RESTRICTION SCREENING                               METHODOLOGY AND DISCLOSURES



Europe domiciled AUM, June 2026

Analyzing performance for Europe-domiciled funds
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Europe-domiciled Sustainable funds outperformed Traditional peers 
in the first half of 2026, delivering median returns of +3.9% against 
Traditional funds at +1.8%. Article 8 funds (which include some 
Traditional funds) generated median returns of +2.2%, while Article 9 
recorded median returns of +4.0%. 

The EU’s Sustainable Finance Disclosure Regulation (SFDR) sets out mandatory ESG 
disclosure requirements for asset managers with the goal of creating more transparency 
about Sustainable investment strategies. According to the SFDR’s classification system, 
which went into full effect on Jan. 1, 2023, a fund is either classified as Article 6 (funds 
without a sustainability scope), Article 8 (funds that promote environmental or social 
characteristics) or Article 9 (funds with Sustainable investment as their primary objective). 

Close to half of Europe-domiciled AUM is classified as Article 8  
(42% of total Europe AUM) or Article 9 (2% of total), with the remainder 
sitting under Article 6. Morningstar classifies all Article 9 AUM and  
11% of Article 8 AUM as “Sustainable,” or 13% of Europe-domiciled 
AUM in total. 

Source: Morgan Stanley Institute for Sustainable Investing analysis of Morningstar data as of August 8, 2026. 

1H 2026 median return by SFDR classification
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Restriction screening over time

Source: Morgan Stanley Institute for Sustainable Investing analysis of Morningstar data as of August 8, 2026. 
*Fossil fuel was introduced as a separate category starting in December 2022.
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Some defense restriction screens decreased slightly in 1H 2026, while environmental screens increased modestly.
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RESTRICTION SCREENING  
AT JUNE 2026

GLOBAL  
AUM, $bn

% 
Global  
AUM

EUROPE-
DOMICILED  
AUM, $bn

%  
Europe  
AUM

NORTH 
AMERICA-
DOMICILED  
AUM, $bn

%  
North America 
AUM

ASIA- 
DOMICILED  
AUM, $bn

%  
Asia  
AUM

Controversial Weapons 15,050 18.7% 14,262 68.8% 417 0.9% 368 3.5%

Thermal Coal 11,919 14.8% 11,552 55.7% 249 0.5% 117 1.1%

Tobacco 11,163 13.9% 10,308 49.7% 443 0.9%  408 3.9%

Other* 10,172 12.6% 9,582 46.2% 386 0.8%  200 1.9%

Fossil Fuel** 9,511 11.8% 9,164 44.2% 260 0.6% 87 0.8%

Small Arms 6,783 8.4% 6,230 30.1% 354 0.8% 199 1.9%

Gambling 4,351 5.4% 3,952 19.1% 260 0.6% 136 1.3%

Adult Entertainment 4,283 5.3% 3,975 19.2% 179 0.4% 128 1.2%

Military Contracting 3,419 4.2% 3,182 15.4% 164 0.4% 74 0.7%

Alcohol 2,234 2.8% 1,866 9.0% 254 0.5% 109 1.1%

Nuclear Power 1,851 2.3% 1,689 8.1% 122 0.3% 41 0.4%

Palm Oil 1,975 2.5% 1,924 9.3% 29 0.1% 22 0.2%

Genetically Modified Organisms 742 0.9% 721 3.5% 17 0.0% 4 0.0%

Pesticides 688 0.9% 684 3.3% 4 0.0% 0 0.0%

Animal Testing 364 0.5% 304 1.5% 41 0.1% 18 0.2%

Fur and Specialty Leather 253 0.3% 246 1.2% 3 0.0% 3 0.0%

Abortion 178 0.2% 99 0.5% 77 0.2% 2 0.0%

Restriction screening

Source: Morgan Stanley Institute for Sustainable Investing analysis of Morningstar data as of August 8, 2026.  
*Other includes any factors not covered by the named exclusions, for example companies with operations in countries whose governments pose human rights concerns.
**Fossil fuel was introduced as a separate category starting in December 2022.

Europe-domiciled funds are far more likely to have restrictions applied than those in North America or Asia.
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This report is part of the Morgan Stanley Institute for Sustainable Investing’s 
‘Sustainable Reality’ series, which assesses the historical performance of Sustainable 
funds against Traditional funds over a specific timeframe using Morningstar data. 
This report analyzes performance for January 1, 2026 – June 30, 2026. 

The fund universe for this analysis includes closed-end funds, exchange-traded 
funds and open-end funds, taking the oldest share class, and excludes feeder funds, 
funds of funds and money market funds. In total, this analysis covered approximately 
99,000 funds globally. This analysis takes each fund’s sustainability classification 
as of June 30 (for 1H editions) or December 31 (for full year editions). While the 
parameters for including a fund do not change, taking the fund’s classification at 
the most recent date means that universe of funds can change for each edition. All 
historical datapoints are restated based on the current period classification. 

Morningstar classifies a fund as Sustainable if “...in the prospectus or other regulatory 
filings it is described as focusing on sustainability, impact investing, or environmental, 
social or governance (ESG) factors. Funds must claim to have a sustainability 
objective, and/or use binding ESG criteria for their investment selection. Funds that 
employ only limited exclusions or only consider ESG factors in a non-binding way 
are not considered to be a Sustainable investment product.” 

Sustainable funds are those classified ‘Sustainable’ by Morningstar, which can 
differ from the newer, and still broad, European Sustainable Finance Disclosure 
Regulation (SFDR) Article 8 and Article 9 definitions. Over 99% of Article 9 funds 
are also classified as Sustainable by Morningstar, while this only applies for around 
30% of Article 8 funds. Traditional funds are those classified as ‘Not Sustainable’ 
by Morningstar. 

Morningstar’s calculation of total return is expressed in percentage terms and is 
determined each month by taking the change in monthly net asset value, reinvesting 
all income and capital-gains distributions during that month and dividing by the 
starting net asset value (NAV). All returns figures refer to median returns, as in prior 
Sustainable Reality iterations, and are shown in US dollar terms. 

There can be a time lag of weeks or months in funds reporting data to Morningstar, 
notably for Asia-domiciled funds. Some figures from prior periods are revised to 
reflect the latest disclosures. Where this is material to prior analysis, the impact 
is noted in the text. Prior period figures could also be subject to modest revisions 
in the future. Data in this report were collected on August 8, 2026. Older editions 
of Sustainable Reality have looked at regional data based on the fund’s domicile. 
Starting with the February 2024 edition, this the series now retains this breakdown 
and separately adds data based on a fund’s investment area. For example, a fund 
could be domiciled in Europe but invest in global assets.

Methodology
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Disclosures  
This material was published in September 2026 and has been prepared for 
informational purposes only and 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 and is 
not a Research Report as defined under FINRA regulations. This material 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 Smith Barney LLC and Morgan Stanley & Co. LLC (collectively, 
“Morgan Stanley”), Members SIPC, recommend that recipients should determine, in 
consultation with their own investment, legal, tax, regulatory and accounting advisors, 
the economic risks and merits, as well as the legal, tax, regulatory and accounting 
characteristics and consequences, of the transaction or strategy referenced in any 
materials. The appropriateness of a particular investment or strategy will depend on 
an investor’s individual circumstances and objectives. Morgan Stanley, its affiliates, 
employees and Morgan Stanley Financial Advisors do not provide tax, accounting 
or legal advice. Individuals should consult their tax advisor for matters involving 
taxation and tax planning, and their attorney for matters involving legal matters.

Past performance is not a guarantee or indicative of future performance. Historical 
data shown represents past performance and does not guarantee comparable 
future results. Certain statements herein may be “forward-looking statements” 
within the meaning of the safe harbor provisions of the Private Securities Litigation 
Reform Act of 1995. These statements are not historical facts or statements of 
current conditions, but instead are based on management’s current expectations 
and are subject to uncertainty and changes in circumstances. These statements 
are not guarantees of future results or occurrences and involve certain known and 
unknown risks, uncertainties and assumptions that are difficult to predict and are 
often beyond our control. In addition, this report contains statements based on 
hypothetical scenarios and assumptions, which may not occur or differ significantly 
from actual events, and these statements should not necessarily be viewed as being 
representative of current or actual risk or forecasts of expected risk. Actual results 
and financial conditions may differ materially from those included in these statements 
due to a variety of factors. Any forward-looking statements made by or on behalf 
of Morgan Stanley speak only as to the date they are made, and Morgan Stanley 
does not undertake to update forward-looking statements to reflect the impact of 
circumstances or events that arise after the date the forward-looking statements 
were made. Because of their narrow focus, sector investments tend to be more 
volatile than investments that diversify across many sectors and companies.

Certain portfolios may include investment holdings that integrate one or more 
sustainability factors (referred to as “sustainable investments”). Sustainability 
refers to the integration of certain environmental and/or social considerations 
into economic, strategic, and business decisions. While individual activities will be 
evaluated as appropriate on a case-by-case basis, Morgan Stanley’s sustainability 
efforts generally entail the integration of the following considerations: Climate / 
Carbon Emissions, Ethics & Business Conduct, Supply Chains, Climate, Environmental 
and Social Risk Management, Financial & Economic Inclusion, Workforce (including 
wellness and inclusion practices), Community Engagement, Human Rights, Shareholder 
Engagement, Corruption & Bribery, Nature and Biodiversity, and Waste.

You should carefully review an investment product’s prospectus or other offering 
documents, disclosures and/or marketing material to learn more about how it 
incorporates sustainability factors into its investment strategy.

Sustainability considerations may include, but are not limited to, environmental factors 
(e.g., climate change, biodiversity), social factors (e.g., human capital, data privacy, 
diversity & inclusion), and governance factors (e.g., board oversight, business ethics, 
risk management). You should carefully review an investment product’s prospectus 
or other offering documents, disclosures and/or marketing material to learn more 
about how it incorporates sustainability factors into its investment strategy.

Sustainable investments may also be referred to as impact aware investments, 
socially responsible investments, Environmental, Social and Governance (“ESG”) 
investments, or diversity and inclusion (“D&I”) investments. It is important to 
understand that sustainability definitions and criteria used within the industry can 
vary, and ESG ratings of the same subject companies and/or securities can vary 
among different ESG ratings providers for several reasons including, differences 
in definitions, methodologies, processes, data sources and subjectivity among 
ESG rating providers when determining a rating. Certain issuers of investments 
including, but not limited to, separately managed accounts (“SMAs”), mutual funds 
and exchange traded funds (“ETFs”) may have differing and inconsistent views 
concerning sustainability criteria, and the sustainability claims made in offering 
documents or other literature may overstate sustainability impact. As a result, it is 
difficult to compare sustainable investment products. Further, socially responsible 
norms vary by region, and an issuer’s sustainability practices or Morgan Stanley’s 
assessment of an issuer’s sustainability practices can change over time. 
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Portfolios that include investment holdings deemed sustainable investments or 
that employ sustainability screening criteria as part of an overall strategy may 
experience performance that is lower or higher than a portfolio not employing 
such practices. Portfolios with sustainability restrictions and strategies as well as 
sustainable investments may not be able to take advantage of the same opportunities 
or market trends as portfolios where sustainability criteria are not applied. There is 
no assurance that a sustainable investing strategy or technique employed will be 
successful. Past performance is not a guarantee or a dependable measure of future 
results. For risks related to a specific fund, please refer to the fund’s prospectus or 
summary prospectus.

Investment managers can have different approaches to sustainability and can offer 
strategies that differ from the strategies offered by other investment managers with 
respect to the same theme or topic. Additionally, when evaluating investments, an 
investment manager is dependent upon information and data that may be incomplete, 
inaccurate, or unavailable, which could cause the manager to incorrectly assess an 
investment’s sustainability characteristics or performance. Such data or information 
may be obtained through voluntary or third-party reporting. Morgan Stanley does 
not verify that such information and data is accurate and makes no representation or 
warranty as to its accuracy, timeliness, or completeness when evaluating an issuer.

Morgan Stanley’s assessment of an issuer’s sustainability practices or a sustainability 
portfolio is as of the date of this material. No assurance is provided that the underlying 
assets have maintained or will maintain any applicable sustainability designations 
or any stated sustainability compliance, or that the underlying assets have been 
operated or will be operated in a sustainability-compliant manner. The sustainability 
impacts of the securities and any underlying assets may vary over time.

This can cause Morgan Stanley to incorrectly assess an issuer’s business practices 
with respect to its sustainability practices. As a result, it is difficult to compare 
sustainable investment products.

Morgan Stanley makes no representation as to the compliance of any fund or portfolio 
with any laws or regulatory guidelines, recommendations, requirements or similar 
standards relating to sustainability; or in connection with or to meet any of your 
investing sustainability objectives, metrics, or criteria; or otherwise.

The appropriateness of a particular sustainable investment or strategy will depend 
on an investor’s individual circumstances and objectives. Principal value and return 
of an investment will fluctuate with changes in market conditions.

This 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. Morgan Stanley Wealth 
Management is a business of Morgan Stanley Smith Barney LLC.

Credit quality is a measure of a bond issuer’s creditworthiness, or ability to repay 
interest and principal to bondholders in a timely manner. The credit rating shown 
are based on each fund’s security rating as provided by Standard & Poor’s, Moody’s 
and/or Fitch, as applicable. Credit ratings are issued by the rating agencies for 
the underlying securities in the fund and not the fund itself, and the credit quality 
of the securities in the fund does not represent the stability or safety of the fund. 
Credit ratings shown range from AAA, being the highest, to D, being the lowest 
based on S&P and Fitch’s classification (the equivalent of Aaa and C, respectively, 
by Moody(s). Ratings of BBB or higher by S&P and Fitch (Baa or higher by Moody’s) 
are considered to be investment grade-quality securities. If two or more of the 
agencies have assigned different ratings to a security, the highest rating is applied. 
Securities that are not rated by all three agencies are listed as “NR”. Credit ratings 
are subject to change.

Indices are unmanaged and an investment cannot be made directly into an index.
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For more information about the Morgan Stanley Institute for Sustainable Investing,  
visit morganstanley.com/sustainableinvesting.

https://www.morganstanley.com/what-we-do/institute-for-sustainable-investing

