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In 2019, we published our Morgan Stanley 
Investment Management (MSIM) Fixed Income 
“ESG and Sovereign Fixed Income Investing: 
A Better Way” approach. We highlighted our 
thesis that countries’ sustainability performance 
should be evaluated in the context of their 
stage of development. Our methodology 
allowed us to avoid the systematic bias against 
developing countries that typically have 
lower absolute sustainability performance 
compared to more developed countries, but 
may well be outperforming relative to what 
might be expected given their GDP per capita. 
In our updated methodology, we introduce 
further enhancements to our approach, 
incorporating a broader range of independent 
Environmental, Social and Governance 
(ESG) data, a comprehensive assessment of 
sustainability momentum, flexibility to adapt 
the approach depending on timeframe, and an 
impact framework based on the UN Sustainable 
Development Goals (SDGs).

ESG in Sovereign Fixed Income 
Investing: Identifying Opportunities, 
Correcting Biases
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Overview
We introduce our newly enhanced 
Sovereign Sustainability Model 
(Display 1), a significantly updated and 
comprehensive approach to evaluating 
ESG performance for Sovereign issuers, 
which is designed to enhance and inform 
our investment process. Our model 
integrates the following key elements:

1. 	 A materiality-based selection of ESG 
factors, seeking to capture metrics 
pertaining to a country’s usage of 
natural resources and climate change 
vulnerability, human development, the 
quality of institutions, and rule of law 
across developed and emerging markets.

2. 	Adjustments of our E, S, G scores by 
GDP per capita to help remove bias 
against emerging markets. By adjusting 
against GDP per capita, we believe 
we can control for wealth and rank of 
each country based on their expected 
performance on ESG metrics relative 
to their income.

3. 	Incorporation of a momentum factor 
that combines our analysts’ qualitative 
view with a quantitative assessment of 
track record.

4. 	Embedded flexibility to change the 
weights applied to E, S and G factors, 
acknowledging that the relative 
importance of these factors may vary 
depending on the time horizon of the 
debt instrument.

5. 	Classification of countries in our data 
set into five categories based on our 
assessment scale, from “Significant 
ESG Outperformer” to “Significant 
ESG Underperformer.”

6. 	Adoption of the SDGs as the reference 
framework for interpreting countries’ 

progress on economic and social 
development.

MSIM Sovereign ESG framework
Starting from underlying ESG data from 
independent third-party providers for 
107 emerging and developed countries 
on an annual basis, and spanning a 

20-year period,1 we have conducted 
statistical analyses to develop our own 
proprietary indicators for the E, S and G 
factors that underpin economic progress 
and resilience of sovereign nations, and 
which we consider most material to the 
performance of their debt (Display 2).

1 Data used in the model incorporates a wide range of indicators drawn from the Official Sector, NGOs and Academic Institutions, including the UN, the 
World Bank Group, the Emission Database for Global Atmospheric Research (EDGAR ), and the University of Notre Dame, from the period 1995 to 2018. 
Sources: UNDP (2019), Human Development Report 2019: Beyond Income, Beyond Averages, Beyond Today - Inequalities in Human Development in the 
21st Century, UN, New York. Worldwide Governance Indicators (www.govindicators.org), The World Bank. Muntean, M., Guizzardi, D., Schaaf, E., Crippa, 
M., Solazzo, E., Olivier, J.G.J., Vignati, E. Fossil CO2 emissions of all world countries - 2018 Report, EUR 29433 EN, Publications Office of the European 
Union, Luxembourg, 2018, ISBN 978-92-79-97240-9, doi:10.2760/30158, JRC113738. Notre Dame-Global Adaptation Index (ND-GAIN) Country Index (Chen, 
C.; Noble, I.; Hellmann, J.; Coffee, J.; Murillo, M.; Chawla, N. (2015), University of Notre Dame Global Adaptation Index Country Index Technical Report). 
The Vulnerability index measures a country’s exposure, sensitivity and ability to adapt to the negative impact of climate change. ND-GAIN measures the 
overall vulnerability by considering vulnerability in six life-supporting sectors – food, water, health, ecosystem service, human habitat and infrastructure.
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These factors reflect our in-house views 
of materiality for sovereign issuers, and 
have been selected from a broader set 
of ESG indicators to ensure our model 
is based on a robust dataset, allowing 
for back-testing and ensuring statistical 
significance in the analysis. Governance 
factors reflect the rule of law, quality 
of institutions, political stability and 
voice and accountability of a country, 
among others. The environmental factor 
provides information about progress on 
climate change mitigation, resilience to 
climate related risks and the usage of 
natural resources, and the social indicator 
measures the population’s development in 
terms of education, life expectancy and 
standard of living.

Higher ESG metrics are associated 
with lower sovereign spreads
Following the literature, there are two 
arguments supporting the relationship 
between ESG performance and sovereign 
bond spreads (see Capelle-Blancard et al. 
(2017)2). The first one takes into account 
investors’ preferences for diversification, 
returns and ethical and moral reasons, 
while the second argument is that 
sustainability can improve financial 
performance and risk management by 
taking into account non-economic/
financial factors. The authors show that 
countries with good ESG performance 
tend to have a lower probability of default 
and lower spreads.

Cevik and Jalles (2020)3 find that 
countries that are more resilient to 

climate change have lower spreads 
relative to countries that are more 
vulnerable. Berg, et al. (2016)4 shows 
that environmental and social factors, in 
contrast to governance, affect sovereign 
bond spreads with a lag as the impact of 
measures to improve these factors tend 
to materialize over time. Governments 
with a poor governance record will likely 
have a higher probability of sovereign 
default due to a weak institutional 
framework and/or political stability 
(as we have shown in our Sovereign 
Spread model “Revisiting Our Emerging 
Market Sovereign Spread Valuation 
Framework”, Morgan Stanley Investment 
Management, 2018).

As shown in Display 3, countries with 
strong ESG metrics tend to have lower 
default risk and thus lower bond spreads. 
Social and Governance factors tend to 
have a negative correlation with sovereign 
spread. The relationship is less clear for 
the Environmental factor, which can be 
attributed to the observation that issues 
involving climate change, pollution 
or resource scarcity can take longer to 
materialize, as mentioned above.

However, we have observed that 
traditional credit ratings do not 
adequately reflect a country’s 
sustainability performance. Display 4 
plots credit ratings against sovereign 

2 Capelle-Blancard, G., Crifo, P., Oueghlissi, R., Scholtens, B. (2017), Environmental, Social and Governance (ESG) performance and sovereign bond spreads: an 
empirical analysis of OECD countries. Working Paper 2017-07, Université de Paris Ouest.
3 Cevik, S. and Jalles, J.T. (2020). This changes everything; climate shocks and sovereign bonds, REM Working Paper 0132-2020.
4 Berg, F., Margaretic, P. and Pouget, S., (2016), Sovereign bond spreads and extra-financial information: an empirical analysis of emerging markets, Banco 
Central de Chile.

DISPLAY 3
ESG and sovereign spreads
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This is provided for illustrative purposes only and is not meant to depict the performance of a 
specific investment. Source: Bloomberg, UN, the World Bank Group, the Emission Database for 
Global Atmospheric Research (EDGAR), and the University of Notre Dame, MSIM as of October 2020.
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sustainability rankings, and demonstrates 
only a weak relationship (correlation of 
0.4). We believe this further illustrates 
the alternative and multi-dimensional 
view on risk and return offered by ESG 
data and scores for sovereign bonds, 
that investors can use to complement 
the information currently contained in 
traditional credit ratings.

Investing only in high ESG scores 
biases against poor countries
Developed markets issuers tend to have 
higher ESG scores and ratings relative to 
their emerging markets counterparties, 
reflecting—in general—more advanced 
environmental and social standards, 
as well as more robust government 
accountability mechanisms. As a result, 
investing only in strong ESG performers 
will typically lead to poorly diversified 
portfolios, punishing lower rated countries 
that feature much larger room for ESG-
related improvements. To avoid these 
pitfalls, our approach adjusts raw ESG 
scores by controlling for GDP per capita 
and calibrating the expected value of each 
factor relative to their income group.

Adjusting ESG rankings by GDP 
per capita
We control countries’ ESG metrics 
for GDP per capita and adjust the 
rankings depending on how they score 
relative to their income levels. To do 
so, we run panel data regressions5 to 
estimate the relationship between the 
E, S and G scores and GDP per capita 
(Display 5). We divide the sample based 
on income level following the World 
Bank’s definition for high, medium and 
low income.6 The model fits the data 
reasonably well with all the parameters 
being significant and having the expected 
signs. We estimate countries’ fitted values 
for E, S and G based on their income 
per capita and adjust the ESG rankings 
seeking to reward (punish) countries that 

out/under-perform metrics implied by 
their income level.

For example, this approach rewards 
countries featuring high ESG scores 
relative to income, such as Chile and 
Uruguay, while penalizing countries 
such as Kuwait and Lebanon, which 
underperform ESG metrics implied by 
their income.

The importance of momentum and 
controversies
Finally, we incorporate a momentum 
factor to take into account the rate of 
improvement/deterioration over time, 
as we believe ESG factors can be slow-
moving and data may be quickly out 

of date or suffer from timeliness lag. 
Therefore, it is important to look at the 
overall trend to get a directional sense 
of a sovereign’s progress. Additionally, 
we believe that market prices can be 
very sensitive to small changes on the 
margin. The momentum factor combines 
a data-driven component and an analyst-
driven score. The data-driven momentum 
consists of a 5-year rolling z-score for 
each metric, rewarding (penalizing) 
countries whose current scores are two 
standard deviations above (below) their 
historical average. The analyst score 
incorporates the analyst’s qualitative 
assessments of a country’s ESG trends, 
such as progress on the SDG agenda, or 
enhanced ESG-related transparency and 
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This is provided for illustrative purposes only and is not meant to depict the performance of a 
specific investment. Source: Bloomberg, UN, the World Bank Group, the Emission Database for 
Global Atmospheric Research (EDGAR), and the University of Notre Dame, MSIM as of October 2020.

5 We estimate three regressions using a panel data approach where we regress each variable (E, S and G) against the log of GDP per capita and used GLS to 
control for heteroscedasticity.
6 Countries with GDP per capita above $12,375 are classified as high income; those with income below $3,995 are classified as low income and medium 
income are countries with GPD per capita between $3,995 and $12,375. 
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investor communication. Importantly, 
the analyst momentum assessment 
also reflects sustainability-related 
controversies. Since these considerations 
are unlikely to be reflected in the data 
and may take time to appear, the analyst 
factor introduces a valuable forward-
looking aspect to the process, and allows 
us to integrate issuer-specific insights 
obtained through our active ESG 
engagement. This can lead to a more 
accurate picture of ESG performance and 
help us identify potential ESG-related 
alpha generation opportunities as well as 
mitigate idiosyncratic ESG-related risks. 
The analysts’ momentum/controversy 
scores are reviewed by the Sustainable 
Investing team to ensure consistency 
in their application across the full 
sovereign spectrum.

Ranking sustainability 
outperformers and underperformers
We sort the countries into five categories 
based on their GDP-adjusted ESG 
scoring relative to their peer income 
group, and on their forward-looking 
momentum, as described above. In 
Display 6 we can see emerging countries 
such as Costa Rica and Sri Lanka among 
the “Significant ESG outperformers”, 
along with developed countries such as 
Sweden and Switzerland.

A dynamic approach to 
modelling ESG
We recognize that the relative importance 
of ESG factors can change over time. 
Our base case within our model is to 
equal-weight E, S, and G, however we 
have the flexibility to vary this weighting 
depending on our evaluation time horizon. 
For example, when considering how 
sustainability can be linked to positive or 
negative outcomes for sovereigns, it could 
be argued that in the near term, good 
Governance, in the form of robust, stable 
and supporting political and state systems, 
is the most important driver of success. 
In the medium term, Social factors 
become more important, as we consider 
how investment in education, health and 
livelihoods can enhance productivity, 

DISPLAY 5
Higher GDP per capita usually implies better ESG scores
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investment. Source: UN, the World Bank Group, the Emission Database for Global Atmospheric 
Research (EDGAR), and the University of Notre Dame, MSIM as of October 2020.
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mitigate risks of uncontrolled migration, 
and reduce pressure on state budgets in the 
case of crises. Finally, in the longer term, 
Environmental factors come to the fore, as 
the potential effects of climate change and 
environmental degradation become more 
material, with a country’s progress on its 
decarbonization commitments expected 
to influence its ability to mitigate those 
physical and transition risks, along with 
their social repercussions.

Sovereign sustainability and the 
Sustainable Development Goals
The SDGs7 were adopted by all of the 
United Nations Member States in 
2015, as part of the 2030 Agenda for 
Sustainable Development which sets 
out a 15-year plan to achieve the Goals. 
The rationale behind the SDGs was to 
construct a universal framework to assess 
and address the challenges faced by the 
global population to achieve a better and 
more sustainable future.

The MSIM Fixed Income team has 
integrated this framework into our 
Sovereign Sustainability Model by 
mapping the model’s ESG factors to the 

SDGs. By doing this, we are able to assess 
relative progress by the countries in our 
model towards sustainable development.

Integrating our Sovereign 
Sustainability Model into the 
investment process
Our Sovereign Sustainability Model 
provides our Research Analysts and 
Portfolio Managers with a multifaceted 
tool to inform and enhance our 
investment process. For example, if we 
observe two sovereigns with similar 
credit ratings trading at similar spreads, 
however one sovereign is classified 
in our rankings as a Significant ESG 
Outperformer while the other is a 
Significant ESG Underperformer, we 
may decide that valuations do not 
appropriately reflect the sustainability 
related risks/opportunities, and prefer to 
overweight the Outperformer. On the 
other hand, if we observe a sovereign 
trading cheaply in the market, rated as an 
ESG Underperformer in our model, but 
exhibiting strong positive sustainability 
momentum, this may be an opportunity 
to capture alpha, working on the 

thesis that spreads should compress as 
sustainability performance improves.

Finally, for portfolios with top-down 
sustainability objectives, we are able to 
use our ranking methodology to help 
construct a sovereign portfolio that is 
tilted towards what we consider to be the 
stronger performing countries and can 
positively contribute towards the SDGs.

Conclusion
A commitment to sustainability is a 
crucial part of a Sovereign’s obligation 
to its people, and in turn is an integral 
part of MSIM Fixed Income’s evaluation 
methodology when investing in sovereign 
debt. Our methodology seeks to put 
developed and emerging markets on a level 
playing field in terms of how we assess 
them through a range of comprehensive 
E, S and G factors. Ultimately we take 
the view that an improving sustainability 
trajectory is a positive development not 
only for the people of a country but also 
for that country’s spreads, creating a 
strong commonality of interest between 
sovereign issuers, their populations and 
investors alike. 

7 The content of this publication has not been approved by the United Nations and does not reflect the views of the United Nations or its officials or 
Member States. See https://www.un.org/sustainabledevelopment/sustainable-development-goals for more details on the Sustainable Development Goals.

DISPLAY 6
ESG outperformers and underperformers: Five examples from each category
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Risk Considerations
ESG ratings are not intended as a recommendation and are subject to change. Ratings are relative and subjective and are not absolute 
standards of quality. Ratings apply only to portfolio holdings and do not remove the risk of loss.

There is no assurance that a Portfolio will achieve its investment objective. Portfolios are subject to market risk, which is the 
possibility that the market values of securities owned by the Portfolio will decline and may therefore be less than what you paid for 
them. Market values can change daily due to economic and other events (e.g. natural disasters, health crises, terrorism, conflicts and 
social unrest) that affect markets, countries, companies or governments. It is difficult to predict the timing, duration, and potential 
adverse effects (e.g. portfolio liquidity) of events. Accordingly, you can lose money investing in this Portfolio. Please be aware that 
this Portfolio may be subject to certain additional risks.

Fixed income securities are subject to the ability of an issuer to make timely principal and interest payments (credit risk), changes 
in interest rates (interest-rate risk), the creditworthiness of the issuer and general market liquidity (market risk). In a rising interest-
rate environment, bond prices may fall and may result in periods of volatility and increased portfolio redemptions. In a declining 
interest-rate environment, the portfolio may generate less income. Longer-term securities may be more sensitive to interest rate 
changes. ESG strategies that incorporate impact investing and/or Environmental, Social and Governance (ESG) factors could result 
in relative investment performance deviating from other strategies or broad market benchmarks, depending on whether such sectors 
or investments are in or out of favor in the market. As a result, there is no assurance ESG strategies could result in more favorable 
investment performance. Mortgage- and asset-backed securities are sensitive to early prepayment risk and a higher risk of default, 
and may be hard to value and difficult to sell (liquidity risk). They are also subject to credit, market and interest rate risks. Certain U.S. 
government securities purchased by the Strategy, such as those issued by Fannie Mae and Freddie Mac, are not backed by the full faith 
and credit of the U.S. It is possible that these issuers will not have the funds to meet their payment obligations in the future. High-yield 
securities (“junk bonds”) are lower-rated securities that may have a higher degree of credit and liquidity risk. Public bank loans are 
subject to liquidity risk and the credit risks of lower-rated securities. Foreign securities are subject to currency, political, economic and 
market risks. The risks of investing in emerging market countries are greater than risks associated with investments in foreign developed 
countries. Sovereign debt securities are subject to default risk. Derivative instruments may disproportionately increase losses and have a 
significant impact on performance. They also may be subject to counterparty, liquidity, valuation, correlation and market risks. Restricted 
and illiquid securities may be more difficult to sell and value than publicly traded securities (liquidity risk).

DEFINITIONS
A basis point is a unit of measure, equal to one hundredth of a percentage 
point, used in finance to describe the percentage change in the value or 
rate of a financial instrument.
The bond spread refers to the difference in yield between two different bonds.
The sovereign bond spread is the difference between the bond yields issued 
by a country on international markets and the yield on a comparable bond 
issued by a benchmark country.
IMPORTANT DISCLOSURES
Past performance is no guarantee of future results.
The views, opinions, forecasts and estimates expressed of the author or 
the investment team as of the date of preparation of this material and are 
subject to change at any time due to market, economic or other conditions. 
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 portfolio managers at Morgan Stanley 
Investment Management (MSIM) or the views of the firm as a whole, and 
may not be reflected in all the strategies and products that the Firm offers.
Forecasts and/or estimates provided herein are subject to change and may 
not actually come to pass. Information regarding expected market returns 
and market outlooks is based on the research, analysis and opinions of the 
authors. These conclusions are speculative in nature and are not intended to 
predict the future performance of any specific Morgan Stanley Investment 
Management product.
Certain information herein is based on data obtained from third-party sources 
believed to be reliable. However, we have not verified this information, and 
we make no representations whatsoever as to its accuracy or completeness.

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, 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.
This communication is not a product of Morgan Stanley’s Research 
Department and should not be regarded as a research recommendation. 
The information contained herein has not been prepared in accordance with 
legal requirements designed to promote the independence of investment 
research and is not subject to any prohibition on dealing ahead of the 
dissemination of investment research.
DISTRIBUTION
This communication 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. In particular, the 
Shares are not for distribution to US persons.
Ireland: MSIM Fund Management (Ireland) Limited. Registered Office: The 
Observatory, 7-11 Sir John Rogerson’s Quay, Dublin 2, D02 VC42, Ireland. 
Registered in Ireland as a private company limited by shares under company 
number 616661. MSIM Fund Management (Ireland) Limited is regulated by 
the Central Bank of Ireland. United Kingdom: Morgan Stanley Investment 
Management Limited 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, authorised and regulated 
by the Financial Conduct Authority. Dubai: Morgan Stanley Investment 
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Management Limited (Representative Office, Unit Precinct 3-7th Floor-Unit 
701 and 702, Level 7, Gate Precinct Building 3, Dubai International Financial 
Centre, Dubai, 506501, United Arab Emirates. Telephone: +97 (0)14 709 
7158). Germany: MSIM Fund Management (Ireland) Limited Niederlassung 
Deutschland, Grosse Gallusstrasse 18, 60312 Frankfurt am Main, Germany 
(Gattung: Zweigniederlassung (FDI) gem. § 53b KWG). Italy: MSIM Fund 
Management (Ireland) Limited, Milan Branch (Sede Secondaria di Milano) 
is a branch of MSIM Fund Management (Ireland) Limited, a company 
registered in Ireland, regulated by the Central Bank of Ireland and whose 
registered office is at The Observatory, 7-11 Sir John Rogerson’s Quay, 
Dublin 2, D02 VC42, Ireland. MSIM Fund Management (Ireland) Limited 
Milan Branch (Sede Secondaria di Milano) with seat in Palazzo Serbelloni 
Corso Venezia, 16 20121 Milano, Italy, is registered in Italy with company 
number and VAT number 11488280964. The Netherlands: MSIM Fund 
Management (Ireland) Limited, Rembrandt Tower, 11th Floor Amstelplein 
1 1096HA, Netherlands. Telephone: 31 2-0462-1300. Morgan Stanley 
Investment Management is a branch office of MSIM Fund Management 
(Ireland) Limited. MSIM Fund Management (Ireland) Limited is regulated 
by the Central Bank of Ireland. France: MSIM Fund Management (Ireland) 
Limited, Paris Branch is a branch of MSIM Fund Management (Ireland) 
Limited, a company registered in Ireland, regulated by the Central Bank 
of Ireland and whose registered office is at The Observatory, 7-11 Sir John 
Rogerson’s Quay, Dublin 2, D02 VC42, Ireland. MSIM Fund Management 
(Ireland) Limited Paris Branch with seat at 61 rue de Monceau 75008 Paris, 
France, is registered in France with company number 890 071 863 RCS. 
Spain: MSIM Fund Management (Ireland) Limited, Sucursal en España is a 
branch of MSIM Fund Management (Ireland) Limited, a company registered in 
Ireland, regulated by the Central Bank of Ireland and whose registered office 
is at The Observatory, 7-11 Sir John Rogerson’s Quay, Dublin 2, D02 VC42, 
Ireland. MSIM Fund Management (Ireland) Limited, Sucursal en España with 
seat in Calle Serrano 55, 28006, Madrid, Spain, is registered in Spain with 
tax identification number W0058820B. Switzerland: Morgan Stanley & Co. 
International plc, London, Zurich Branch Authorised and regulated by the 
Eidgenössische Finanzmarktaufsicht (“FINMA”). Registered with the Register 
of Commerce Zurich CHE-115.415.770. Registered Office: Beethovenstrasse 
33, 8002 Zurich, Switzerland, Telephone +41 (0) 44 588 1000. Facsimile 
Fax: +41(0) 44 588 1074. 
Australia: This publication is disseminated in Australia by Morgan Stanley 
Investment Management (Australia) Pty Limited ACN: 122040037, AFSL 
No. 314182, which accept responsibility for its contents. This publication, 
and any access to it, is intended only for “wholesale clients” within the 
meaning of the Australian Corporations Act. Hong Kong: This document 
has been issued by Morgan Stanley Asia Limited 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 571). 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 document 
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”); (ii) 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 publication has not been reviewed by the Monetary 
Authority of Singapore.
U.S.: A separately managed account may not be appropriate for all investors. 
Separate accounts managed according to the Strategy include a number 
of securities and will not necessarily track the performance of any index. 
Please consider the investment objectives, risks and fees of the Strategy 
carefully before investing. A minimum asset level is required. For important 
information about the investment manager, please refer to Form ADV Part 2.

Please consider the investment objective, risks, charges and expenses 
of the fund carefully before investing. The prospectus contains 
this and other information about the fund. To obtain a prospectus, 
download one at morganstanley.com/im or call 1-800-548-7786. 
Please read the prospectus carefully before investing.
Morgan Stanley Distr ibution, Inc . serves as the distr ibutor for 
Morgan Stanley funds.
NOT FDIC INSURED | OFFER NOT BANK GUARANTEED | MAY LOSE 
VALUE | NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY | 
NOT A BANK DEPOSIT
IMPORTANT INFORMATION
EMEA: This marketing communication has been issued by MSIM Fund 
Management (Ireland) Limited. MSIM Fund Management (Ireland) Limited 
is regulated by the Central Bank of Ireland. MSIM Fund Management 
(Ireland) Limited is incorporated in Ireland as a private company limited 
by shares with company registration number 616661 and has its registered 
address at The Observatory, 7-11 Sir John Rogerson’s Quay, Dublin 2, 
D02 VC42, Ireland.
MSIM has not authorised financial intermediaries to use and to distribute 
this document, 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 document 
is appropriate for any person to whom they provide this document in view 
of that person’s circumstances and purpose. MSIM shall not be liable for, 
and accepts no liability for, the use or misuse of this document by any such 
financial intermediary.
This document 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 document 
in another language, the English version shall prevail.
The whole or any part of this work may not be reproduced, copied or 
transmitted or any of its contents disclosed to third parties without MSIM’s 
express written consent. All information contained herein is proprietary 
and is protected under copyright law.
Morgan Stanley Investment Management is the asset management division 
of Morgan Stanley.
All information contained herein is proprietary and is protected under 
copyright law.

INVESTMENT INSIGHT




