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“Opportunity is missed by most people because
it is dressed in overalls and looks like work.”
– Thomas Edison, Inventor
Welcome to the inaugural edition of Opportunity Optimum! In this writing
series we will discuss how and where we are finding the best opportunities
to invest capital around the world. We hope that these writings will prove
beneficial in your own investment thinking and process and maybe spark a few
ideas as well. Please feel free to reach out to us with feedback and topics that
you would like addressed in future editions.
As backdrop for this issue, we note the fundamentals of the high-quality
companies we seek to invest in tend not to be as volatile as the underlying
stock prices, and as such, from time to time, substantial investment
opportunities can arise for individual stocks and the portfolio as a whole.
Therefore, this issue will address some of the leading misunderstandings in the
market today and the extent to which portfolio companies are executing their
business strategies in this economic environment.
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In this inaugural issue of Opportunity Optimum, we discuss:
1.

The fundamental case for (mostly) ignoring inflation and interest rates

2.

Major imminent risk of passive indexing on broad index returns in the post
COVID world

3.

A review of the fundamentals of the companies in the Opportunity
strategies and a deep dive into historical drawdowns and recovery periods

The views and opinions and/or analysis expressed herein are those of the investment team as of the date of preparation of this material, are subject
to chang1e at any time without notice due to market or economic conditions, and may not necessarily come to pass. Any performance information
provided are historical and should not be construed as a guarantee of future performance.
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The Fundamental Case for (Mostly) Ignoring
Inflation and Interest Rates
We believe that the prevailing market narrative that higher
inflation and interest rates negatively impact companies
with higher growth rates is flat wrong. There are so many
intellectual short cuts that have been made in the interest
of soundbites and least common denominator analysis by
TV talking heads that obscure the reality, and as such, it will
take a little while to unwind them all for your knowledge.
It is typically safe to ignore the crowd’s mania regarding
myopic and seemingly obscure macro variables when
analyzing the long-term value creation potential of a
business. For example, did the steepness of the yield curve
in any particular year tell you anything about how large a
percentage of e-commerce and web services Amazon.com1
would be when you looked at it in 2006? If you knew
with perfect certainty the gross domestic product (GDP)
growth rate in every single country plus the inflation
level and the interest rates, all 20 years in advance, would
you have had sufficient information to know whether to
buy or sell Alphabet or Hermès? Of course not! These
macro variables have limited scope in helping the analysis
of individual companies when looking at (1) short-term
relative trading between factors that rotate frequently and
are not very predictable in advance, and (2) industries that
are highly cyclical and dependent on government handouts
and regulation to maintain competitive positioning.
Our investment philosophy instead looks to invest in
the optimum opportunities to convert large discounts to
intrinsic value into alpha over the long term. Therefore,
we hope you can appreciate how variables such as inflation
and interest rates rarely scale to relevancy in this type of
fundamental analysis. We thought it would thus be fun
though to approach the topics of inflation and interest
rates like an actual fundamental investor (fun is in the eye
of the beholder!). What if we ran these shocks to the macro
through a Discounted Cash Flow (DCF) Analysis with a first
principles approach? Would we learn anything that would
change our bottom-up fundamental world view? We hope
you find the results interesting.
Take two hypothetical companies: The first is a “mature”
company expected to grow revenues at a 5% compound
annual growth rate (CAGR) for the next 10 years; the

second is a company earlier in its growth phase, let’s call
it “emerging”, and it is expected to grow revenues at a 15%
CAGR for the next 10 years.
DISPLAY 1

Using “First Principles” to determine valuation impact
from changing rates and inflation
Sensitivity analysis of discounted cash flow model
REAL RATES
UP 100BP

INFLATION
UP 100BP

Mature Company

-6.6%

+20.8%

Emerging Company

-7.3%

+22.9%

Source: Morgan Stanley Investment Management. Data as of March 31,
2022. For illustrative purposes only. Data represents how the value could
potentially change if real rates and inflation increased by 100bps. This
assumes companies with a 5% and 15% CAGR keeping all else equal.

In the first scenario, if the real interest rate in the United
States increases by 100 basis points (bps), meaning
nominal interest rates increase faster than inflation, the
intrinsic value of a mature slower grower will be negatively
impacted by 6.6%, while there is only a very slightly more
negative impact of 7.3% for the emerging much faster
growth company. In other words, there is less than a 1%
difference in the impact to intrinsic value—much lower
and not as significant as the market expectation indicated
by divergence in factor performance in recent months.
With many growth names underperforming by 40% or
more in recent months, there seems to be a massive
overreaction to what should be about a less than 1%
sensitivity to interest rates. This disconnect creates
opportunity on a relative basis.
To be completely fair to market participants, our analysis
also confirmed that on an absolute basis, according to the
DCF analysis, equity markets overall should go down ~7%
for every 1% of real interest rate increase. We believe this
is well discussed by the markets, and indeed many market
participants think the numbers are much more substantial
than this sensitivity. The problem with the analysis of many
participants, though, is that they take this absolute case for
somewhat lower equity prices from higher real rates and
apply that kernel of truth to examples and scenarios not
tethered in reality to the idea inception.

Source: Morgan Stanley Investment Management. Data as of December 31, 2021, Based on Global Opportunity strategy’s representative account, Amazon
accounts for 4.7% of the portfolio, Hermès accounts for 3.1% as of December 31, 2021. Based on Asia Opportunity strategy’s representative account, Amazon
and Hermès account for 0% of the portfolio as of December 31, 2021. Holdings are subject to change daily. The holdings are provided for informational
purposes only and do not constitute, and should not be construed as, investment advice or recommendations with respect to the securities listed. Each
portfolio may differ due to specific investment restrictions and guidelines. This portfolio is actively managed; therefore, holdings may not be current.
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Recall, what we’re discussing here is REAL interest rate shifts.
• Real interest rate change = (1+ Nominal interest rate
change)/(1+ Inflation rate)-1.
• For low percentage values of these variables, you can
simplify this to Real rate change = Nominal interest rate
change – Inflation.
A very high proportion of TV talking heads and market
commentators are pointing to increasing interest rates
for explanations of past and future market direction. But
almost exclusively they are talking about nominal interest
rate increases. Has anyone remembered to consider
inflation? Inflation seems to be increasing quite a bit (as
I’m sure you’ve heard … a lot). Just working through the
equation, you discover that the higher inflation is, the
lower the real interest rate is. Wait, does that mean that
higher inflation can INCREASE stock prices? Let’s find out.
In this second scenario, if inflation increases by 100 bps
permanently, while the discount rate remains the same,
companies, maybe surprisingly, increase in value by 21 to
23%. Of course, we don’t think these variables should be
looked at in isolation. If the economic environment sees
inflation go up, there is probably going to also be higher
nominal interest rates, at least eventually (the Fed doesn’t
stay silent forever). But it is the interplay between the
variables that determines the real interest rate, and it is
the real interest rate that determines the fundamental
value of equities. The market has seemingly treated both
inflation and nominal rates as negative to equity prices, in
particular for companies that are growing rapidly. However,
if inflation is rising in line with interest rates, there is no
change to real rates. This basic principle of valuation has
been lost on the market recently.
Wait, how could inflation be good for stocks? Remember
that companies generate revenue in nominal dollars. If
the price of a Hermès Birkin bag increases by 8%, Hermès
generates more nominal revenue upon sale. If your bill
at a restaurant, paid for with a Mastercard2 card, goes
up 10% year over year because of inflation, Mastercard
also generates more revenue. So while many market
participants are currently worried about inflation, they
fail to recognize that in the aggregate it is not inflation
alone or nominal interest rates alone that determines the
aggregate price level of stocks. Instead, it is the interplay
between inflation and nominal rates. And then, when you

look even more closely at the impact of these variables
on each individual company, it is those companies that can
pass on the price increases for their cost of goods sold,
selling, general & administrative expenses and research &
development costs that will actually benefit from inflation.
Companies with pricing power can use this environment to
raise prices even more than inflation because if customers
become accustomed to price increases for most products
and services in the economy, they will be even less
sensitive to increases for products and services they have
strong desire for or critically need. More commoditized
companies with low gross profit margins will likely be hurt
by higher inflation as they may take time to raise prices to
their end customer after raw material prices increases (if
they even can successfully raise price at all). The labor side
will play a role as well, but this tends to lag the physical
variable cost inflation.
There is no simple rule of thumb as to the timing of all of
this, but what encourages us is that our companies were
specifically selected by virtue of their large end game
potentials and uniqueness. These are companies that we
believe have tremendous pricing power over time. This
should serve them well during the economic volatility we
are seeing in this cycle as their differentiated pricing power
potentially results in higher revenues and profitability.
We know that was a lot to take in. Let’s summarize.
1.

If inflation and interest rates increase the same
proportion, there is no justifiable difference in equity
prices on an absolute or relative basis.

2.

If inflation increases by more than interest rates, the
theoretical value of companies increases and companies
with pricing power are relatively more advantaged.

3.

If interest rates increase by more than inflation,
the value of equities decreases and growth equity’s
fundamental value is only very slightly more
disadvantaged than average.

We know these conclusions may be hard to accept but
they are simply logical deductions from the equations
of valuation. If it is still a struggle, recall that almost all
equities are long duration in nature. So when analyzing
different equities, know that each equity is typically more
similar to another than different tenures of the Treasury
curve. A 2-year Treasury versus a 10-year Treasury has a
massive duration difference with an approximate factor of

Source: Morgan Stanley Investment Management. Data as of December 31, 2021, Based on Global Opportunity strategy’s representative account,
Mastercard accounts for 6.9% of the portfolio as of December 31, 2021. Based on Asia Opportunity strategy’s representative account, Mastercard
accounts for 0% of the portfolio as of December 31, 2021. Holdings are subject to change daily. The holdings are provided for informational purposes
only and do not constitute, and should not be construed as, investment advice or recommendations with respect to the securities listed. Each portfolio
may differ due to specific investment restrictions and guidelines. This portfolio is actively managed; therefore, holdings may not be current.
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Major Imminent Risk of Passive Indexing
In the previous section we attempted to highlight a major
overestimation of risk by market participants, and in this
section, we address a major underestimation of risk by
those same participants. We hope this will cause some
debate and rethinking of where to find value.
Equity markets have delivered strong returns since the
onset of the COVID-19 pandemic, with the MSCI All Country
World Index (ACWI) +25% and the S&P 500 +40% from
their pre-COVID high.3 Upon closer examination, however,
we observe that index returns have primarily been driven
by the largest 15 companies in the benchmark, reflecting a
flight to perceived safety amidst market volatility.
We believe this also highlights a potential index
concentration risk given the aggregate weighting of the
top 15 companies represents over 20% of the MSCI ACWI
(as of March 24, 2022). Hypothetically, if shares of the
top 15 companies corrected to their pre-COVID highs,
the top 15 names would decrease by approximately 41%,
representing approximately 8% downside to the MSCI
ACWI. Conversely, the other 2,926 companies in the MSCI
ACWI represents less than 80% weight in the benchmark
and are trading 0.2% below pre-COVID highs in aggregate.
Style, regional, and country benchmarks such as the S&P
500 are typically more concentrated by a factor of 2 or
more times versus the MSCI ACWI which creates an even
larger potential draw-down.
These top-weighted companies have some strong business
trends that have been a nice tailwind for many years, in
particular during the COVID pandemic. However, we note
that the market seems to be broken into two parts. One is
the top 15 names; the other is every other name. The top
15 names are nearly two-thirds higher than they were
pre-COVID. The rest of the market is flattish vs preCOVID! Have the prospects for the top 15 names really
improved that much better than every other company in
the world in just these two years? Perhaps all the global
stimulus and shifting of business models to a digital

world have helped the average value of companies in a
way that is not reflected in markets, meaning the top 15
are not necessarily overvalued but instead the rest are
undervalued. We do not take a direct view here because
we do not believe in overly classifying stocks into factors,
as that doesn’t determine long-term fundamental value of
each unique holding. However, just as we have seen with
the largest value factor rotation in over 20 years, these
factors can have a large short-term impact on performance
and thereby create opportunities or risk.
For investors looking for broad equity exposure, we would be
cautious in terms of passive exposure to indices globally as
we believe a lot of investors are hiding in the largest market
cap names for perceived safety, similar to what happened
towards the end of 2008 during the Global Financial Crisis,
when sectors like health care and consumer staples were
overbought before the large reversal, rotation and recovery
in 2009. A better strategy might be to be active where
opportunities arise. If you invest in the non-top 15 names, you
are getting a market cap flat to two years ago, with many
businesses in a much better shape, digitally transformed and
with much higher revenue and cash flow outlooks.
DISPLAY 2

Flight to perceived safety by buying the top 15 stocks
may present a significant market-concentration risk
Current market value of MSCI ACWI constituents compared to preCOVID highs
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5x. A fast-growing equity versus a slow-growing equity is
typically less than a 50% difference in duration, a factor
of 0.5x: massively lower than the duration sensitivity of
the short versus long end of the bond yield curve. Thus,
while relative duration is the language of bonds and makes
a lot of sense in that asset class, it has become overused
for equities and disproportional. This has created many
opportunities for those looking long term.
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Source: Morgan Stanley Investment Management, Factset
Note: Current market value reflects data as of March 31, 2022. Adjusted
Market Value and Adjusted Weight assume stock prices revert to their preCOVID highs. “Pre-COVID high” refers to highest stock price between 2018
and February 29, 2020. Stocks that went public after, were assumed to have a
pre-COVID high price 3.7% below their current prices to mirror the change in
the MSCI ACWI. Hypothetical information is provided for illustrative purposes
only and is not intended to predict future performance.

MSCI ACWI performance during period from January 31, 2020 to March 31, 2022 and S&P 500 performance during the period of January 31, 2020 to
March 31, 2022
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Review of the Fundamentals
Every investment in our portfolios should be thought of
as a partnership with not just us but also with the actual
companies themselves. In turn, long-term performance of
our equity portfolios will be driven by great companies
executing on their vision for the future. We will of course
attempt to purchase all our holdings at a large discount
to intrinsic value and if we believe a holding is trading
above intrinsic value, we will seek to sell. That leaves a
lot of value creation, though, for companies to compound
over time through the growth of their business. Therefore,
we thought it would be interesting to share some of the
fundamental metrics for our team’s flagship portfolio:
Global Opportunity.
In the past year, despite all the economic volatility and
noise heard throughout the markets and all the talk about
interest rates and inflation, our holdings seem to be
executing extremely well:
• For Global Opportunity, according to consensus Factset
numbers, after growing revenue at a weighted average
of 31% in 2019 and 28% in COVID-impacted 2020, our
holdings accelerated growth to 37% in 2021 and are

expected to grow at 18-24% compounded in the next
three years.
• Furthermore, sell-side consensus revenue estimates of
portfolio holdings for each of 2021, 2022, 2023, have
been revised upwards in the past year by between 7-9%
Extending our analysis to other parts of the financial
statements shows that Global Opportunity holdings
average having net cash on the balance sheet with a 7% net
cash to equity ratio compared to a 30% net debt to equity
ratio for the market.4 This means that on a fundamental basis,
if interest rates increase from here, our companies on average
can earn more interest income while the average company
in the market must pay to service a larger debt burden.
Furthermore, many companies may find it difficult to fund
their capital expenditures and working capital expansions
in an increasing interest rate environment. This is a natural
consequence of the 10-year Treasury more than doubling
from the lows. But please ask yourself which type of company
this will impact the most fundamentally? Is it the totally selffunding, profitable company with low capital requirements
and high returns on invested capital? Or is the company
most impacted the one with a high debt burden, one with

DISPLAY 3

Improving fundamentals of portfolio companies
Year-over-year sales growth
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■ MSCI ACWI

Data as of March 31, 2022; Source: Morgan Stanley Investment
Management, Factset
Note: The information is based on the holdings of the strategy’s representative
account as of March 31, 2022, and year on year sales growth consensus
estimates. For illustrative purposes only. Estimates provided herein are
subject to change and may not actually come to pass. Each portfolio may
differ due to specific investment guidelines and restrictions. Accordingly,
individual results will vary. Estimates calculated using the weighted average.

2021E

2022E

2023E

■ Global Opportunity
Data as of March 31, 2022; Source: Morgan Stanley Investment
Management, Factset
Note: The information is based on the holdings of the strategy’s representative
account as of March 31, 2022, and the 12-month change in consensus
estimates. For illustrative purposes only. Estimates provided herein are
subject to change and may not actually come to pass. Each portfolio may
differ due to specific investment guidelines and restrictions. Accordingly,
individual results will vary. Estimates calculated using the weighted average.

Source: Morgan Stanley Investment Management, Factset. The information is based on the holdings of the Global Opportunity strategy’s representative
account and the MSCI ACWI benchmark as of March 31, 2022. Each portfolio may differ due to specific investment guidelines and restrictions. Accordingly,
individual results will vary.
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uncertain capability to pass commodity inflation on to end
customers because of a lack of uniqueness, with low returns
on capital and higher interest expenses? If you are like us,
you will conclude that high-quality characteristics can help
protect companies from the types of economic volatility
we are currently seeing in the global economy. Indeed, this
environment may even play to their advantage.
We would also like to point out that, contrary to what
some may have pre-supposed, the companies we invest
in predominantly have been quite profitable. Not every
company we invest in needs to be profitable in the near
term but we have confidence that even those that aren’t yet
are making the right investments to maximize the long-term
end game potential of their business, and we support those
investments. Truth be told, we tend to favor companies
that, even if not aren’t already profitable on a free cash flow
basis, are getting very close, and on an incremental unit
basis are quite profitable. As such, when the future revenue
growth comes in, we have a larger degree of certainty over
the long-term margin model of the business. In sum, 76% of
our companies are estimated to already be profitable on a
net income (NI) and free cash flow (FCF) basis in 2021, and
by 2023 this number is projected by Factset consensus to
be 90% profitable on a net income basis and 98% of the
portfolio generating free cash flow. Hopefully this puts to
rest the notion that we don’t like profitable companies.
DISPLAY 4

Anticipated portfolio profitability ratio based on
consensus for free cash flow and net income
120%
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76%
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2022E

2023E
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Data as of March 31, 2022; Source: Morgan Stanley Investment
Management, Factset
Note: The information is based on the holdings of the Global Opportunity
strategy’s representative account as of March 31, 2022, and Free Cash
Flow & Net Income consensus estimates. For illustrative purposes only.
Estimates provided herein are subject to change and may not actually come
to pass. Each portfolio may differ due to specific investment guidelines and
restrictions. Accordingly, individual results will vary.
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Over the past year, this long-term opportunity set has
expanded to new markets including Korea, India, Southeast
Asia, and Latin America. New positions include market
leaders in large, underpenetrated markets, such as digital
banking, live entertainment, e-commerce, food delivery and
mobility. We have also reallocated to positions where we
believe market valuations have disconnected from intrinsic
value in areas such as software-as-a-service, mobility,
e-commerce and digital banking.
The long-term ownership mindset of the investment team
never wavers—we remain focused on maximizing the riskreward profile of the portfolios over the next 5-10 years,
never only the next quarter or two, consistent with our
long-term incentives and time horizon.

Drawdown and Recovery Periods

40%

0%

Despite great fundamentals in terms of revenue growth,
balance sheets and profitability, difficult markets can
be disheartening to us all. That said, we do want to
communicate a more positive message because it is sincere
and our guiding light. We are invigorated by the volatility
in our quest to find the optimum opportunities for all our
portfolios. As we come out of this factor rotation, we want
to ensure we have optimized the portfolio as much as
possible and have been receptive to new ideas that we may
have been hesitant on in the past. As valuation has become
depressed in certain areas of the market, we are finding
more potential ideas trading at substantial discounts to
intrinsic value than at any time in recent memory. In a very
real way, these markets energize us and focus the team on
our mission. We have been through these periods before
and come out stronger every time. Indeed, we have taken
the opportunity to add a number of new investors to the
team over the past six months in order to help fully take
advantage of these market opportunities. Investing for
the long term is part of our team culture, reflected in our
personnel and our investment philosophy, and you can
always expect us to take the long view.

MORGAN STANLEY INVESTMENT MANAGEMENT

As evidenced over the past nearly 15 years of the Global
Opportunity strategy, the contribution of non-specific risk
to returns tends to normalize over time. Some years we get
a wind at our back; other years (like the past year) it is right
in our face. That is just the cost of active investing. If you
try to time all the rotations in the market you will incur
large trading costs and perhaps even cause the short-term
underperformance you were trying to prevent. An analogy
that we like to use to describe this phenomena hails from
the Matrix movie trilogy where the protagonist Neo goes
on a quest to see the wise Oracle. As Neo walks into her
kitchen, she shouts at him to look out for the vase! Neo of

GLOBAL OPPORTUNIT Y TEAM

DISPLAY 5

For longer time horizons, stock selection tends to drive returns
Contribution to excess return, Stock Selection vs. Other Factors
Global Opportunity Strategy representative account
Share of excess return attributable
Excess return attributable to stock selection vs. factor allocation, by calendar year
to stock selection vs. factor*
allocation, since inception
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Asia Opportunity Strategy representative account
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Performance data quoted represents past performance, which is no guarantee of future results, and current performance may be lower or higher
than the figures shown. Information shown is based on the Global Opportunity Strategy’s Representative Account from inception date as of
May 31, 2008 to March 31, 2022, and Asia Opportunity Strategy’s Representative Account from inception date as of is March 31, 2016 to March
31, 2022. Information shown NET of investment advisory/management fees, in USD and include the reinvestment of dividends and income. The
data shown is provided for illustrative purposes only and should not be construed as a recommendation to invest. Actual fees and expenses for
portfolios will differ from those of the rep account, which would cause their performance to differ. There is no guarantee that these figures will
continue to be substantially similar in the future. Each portfolio may differ due to specific investment guidelines and restrictions. Accordingly,
individual results will vary.
Factors include industry, currency, country, world equity, risk indices. Source: MSCI Barra. Data as of March 31, 2022.
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course immediately proceeds to knock over the vase which
crashes onto the floor into an unrecoverable number of
pieces. Then the Oracle attempts to expand Neo’s mind by
asking if she hadn’t warned him about the vase, would he
have knocked it over?
Investing has a similar trap. The more you worry about
short-term performance the more you can start to, instead,
cause short-term underperformance. You get distracted
from an investment process that has been successful for
years. Whether we are performing well or poorly, we
pride ourselves on sticking to our investment process. We
want to buy great companies. We want to get them for
much less than they are worth. We believe the market is
inefficient in not all, but many, ways. This is especially true
for individual unique companies that are hard to categorize
or associate with factors. True, these factors and groupings
can move the names for the near term, but if you get
the fundamentals right and you make sure you never pay

more than intrinsic value for any stock that you buy, then
you are well on your way to adding alpha through the
investment cycle.
Approximately 75% of our expected alpha (historical
percentage is higher at 86/100% in the Global Opportunity
strategy/Asia Opportunity strategy) is derived from
idiosyncratic or non-systematic sources (basically alpha
that derives from our stock selection, not the factors). Our
stock selection focuses on finding high quality companies,
developing insights around competitive advantage and
uniqueness that can make them successful over time, and
having the perspective to hold them when there are shortterm basis risks, as long as those short-term basis risks
do not affect the thesis. Given that our companies tend
to have much better balance sheets than the market as a
whole (for example, they have much less debt to equity
and in many cases are net cash), they are more in control
of their own destiny and do not rely on the shape of the

DISPLAY 6

The best times to invest have been during the recovery from an underperforming year
Global Opportunity Strategy
Rolling Performance vs. MSCI All Country World Index
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Asia Opportunity Strategy
Rolling Performance vs. MSCI All Country Asia ex Japan Index
ROLLING
PERIODS
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AFTER UNDERPERFORMING 12 MONTHS

PERIODS SINCE
INCEPTION

# OUTPERFORM

# UNDERPERFORM
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39

39
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Past performance is no guarantee of future results.
Source: Morgan Stanley Investment Management. Data as of February 28, 2022. The Global Opportunity Commingled Composite was created on July
31, 2008 and its inception date is December 31, 2007. The Asia Opportunity Commingled Composite was created on March 14, 2016 and its inception
date is December 31, 2015. The Global Opportunity Strategy results are based on the Global Opportunity Commingled Composite gross of investment
advisory/management fees, in USD and include the reinvestment of dividends and income. The Asia Opportunity Strategy results are based on the Asia
Opportunity Commingled Composite gross of investment advisory/management fees, in USD and include the reinvestment of dividends and income. Had
fees, charges, etc. been taken into account, the returns would have been lower. The data shown is provided for illustrative purposes only and based on
monthly observations. Investment returns are compared to those of an unmanaged market index and are considered to be a relevant comparison to the
portfolio. Comparisons of performance assume the reinvestment of all dividend/interest income. For complete standardized net of fees performance,
please refer to page 10. For additional Composite information, refer to the GIPS® Reports on page 11 and 12. GIPS is a registered trademark of CFA
Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein. Each
portfolio may differ due to specific investment guidelines and restrictions. Accordingly, individual results will vary.
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economic cycle or the level of interest rates to stay in
business and execute on their strategy.
The remaining approximately 25% of our expected alpha
is derived from finding companies that have similar
characteristics (this is referred as “Other Factors” in the
chart above). This could be companies in a similar industry
or that have similar quality metrics in their balance sheet
or have either positive or negative momentum. All of these
factors together, while important for short-term relative
performance, tend to normalize and cancel one another
out in the long term. What we might call “stock selection”,
the MSCI Barra models might classify as “partially factor
driven,” which is why we estimate perhaps 25% of alpha can
derive from these sources over time. In any case, we are
trying to get as much alpha as possible regardless of what
anyone wants to call it. Historically, though, and in our view
prospectively, this should primarily come from whether we
get the analysis of the fundamentals and valuation correct
for our companies. This is precisely why we spend so much
time working on our investment process and constantly
trying to improve and challenge ourselves in our thinking
and in adding new great talent to our organization.
While we believe it is always a good time to look long
term, and invest for the future, we would be remiss if
we didn’t discuss recovery periods and the impact on
performance. Historically, the best times to invest in our
portfolios have been during recoveries from challenging
periods of underperformance.
• Global Opportunity has outperformed 82% of
rolling 1-year periods and 100% of rolling 3- year
periods since inception. Following 1-year periods of
underperformance, the Global Opportunity strategy
has outperformed 95% of subsequent 1-year periods
by an average of 21.1%.
• Similarly, the Asia Opportunity strategy has
outperformed 79% of rolling 1-year periods and 100% of
rolling 3-year periods since inception. Following 1-year
periods of underperformance, the Asia Opportunity
strategy has outperformed 100% of subsequent 1-year
periods by an average of 33.9%.
History tends to rhyme and not repeat, so we are cognizant
to always look for what is different. Still, when we look at
the market, we see the same rhyming oscillation of greed
and fear that has driven the market for our entire career
and indeed since markets were created. Controlling your
emotions when investing is absolutely critical to having a
productive relationship with the market. Always remember

that every day the market does you a great favor by giving
you a price for your holdings. You don’t have to accept
it unless the market is fairly, or perhaps sometimes very
generously, willing to pay for your holdings. Sometimes,
the market wants to sell you fantastic companies much
below their intrinsic value even when you are using very
conservative estimates. You are well on your way to
capture potential future alpha, if you can master your
emotions here and be greedy when others are fearful, and
fearful when others are greedy.

Conclusion
• If nominal rates and inflation increase in an identical
fashion, there is no difference in the value of equities.
It is only when inflation increases less than interest rates
that you get a shift upward in the real rate and thus an
associated decline in the fundamental value of equities.
Since almost all equities are long duration there is not
much difference in sensitivity to even real interest rates
between mature and emerging growth companies.
This conclusion is counter to the prevailing view in the
market today.
• Index returns have largely been driven by the largest
15 companies in the benchmark, reflecting a flight to
perceived safety amid market volatility. On the other
hand, non-top 15 names’ market cap was flat from two
years ago, but we have seen many businesses in much
better shape, digitally transformed, and with much
higher revenue and cash flow outlooks that could offer
much higher upside potential.
• On a positive note, we believe the fundamentals of
our portfolio companies are extremely strong and
improving. Growth rates for our companies through the
pandemic have been much higher than the MSCI ACWI
holdings on average and consensus future growth rates
remain strong on both an absolute and relative basis.
Revenue growth estimates have been increasing for our
companies despite the economic volatility around the
world which indicates resilience and a level of antifragility. By and large our companies are in a much better
position compared to the time before COVID , and in
our opinion, this is not reflected in the stock prices. The
best time to invest in our portfolios has historically been
after a period of underperformance as the market goes
through a factor rotation and oscillates between greed
and fear, while our companies tend to focus on what
they can control and come out of economic volatility
even stronger.
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Investment Performance in USD (%)
As of March 31, 2022
1Q22

YTD

1 YEAR

3 YEAR

5 YEAR

The Global Opportunity Commingled Composite (Gross)

-19.85

-19.85

-17.77

13.93

16.83

16.55

12.90

The Global Opportunity Commingled Composite (Net)

-20.05

-20.05

-18.60

12.82

15.71

15.25

11.58

-5.36

-5.36

7.28

13.75

11.64

10.00

6.20

The Asia Opportunity Commingled Composite (Gross)

-18.01

-18.01

-34.68

5.55

13.24

N/A

13.45

The Asia Opportunity Commingled Composite (Net)

-18.26

-18.26

-35.48

4.32

11.92

N/A

12.15

-7.99

-7.99

-14.64

5.14

6.75

N/A

8.42

MSCI All Country World Net Index

MSCI All Country Asia ex-Japan Net Index

10 YEAR INCEPTION

Past performance should not be construed as a guarantee of future performance. The Global Opportunity Commingled Composite and the Asia
Opportunity Commingled Composite performance returns reflect the average annual rates of return. Returns for less than one year are cumulative
(unannualized). Each portfolio may differ due to specific investment restrictions and guidelines. Thus, individual results will vary. The composite results
shown are GROSS and NET of investment advisory/management fees, which include performance fees if applicable, are quoted in USD and include the
reinvestment of dividends and income. The comparison index for the Global Opportunity Commingled Composite is the MSCI All Country World Index
with Net dividends reinvested. The comparison index for the Asia Opportunity Commingled Composite is the MSCI All Country Asia ex-Japan Index with
Net dividends reinvested. Please keep in mind that double-digit returns are highly unusual and cannot be sustained. Investors should also be aware that
these returns were primarily achieved during favorable market conditions. The inception date of the Global Opportunity Commingled Composite is
December 31, 2007. The inception date of the Asia Opportunity Commingled Composite is December 31, 2015.
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Global Opportunity Commingled Composite
Presented in USD Terms

YEAR

2011
2012
2013
2014
2015
2016
2017
2018
2019
2020

GROSS
NET
COMPOSITE
INDEX 3-YR
COMPOSITE COMPOSITE INDEX
3-YR EX-POST
EX-POST
COMPOSITE
RETURN
RETURN
RETURN
STANDARD
STANDARD
NUMBER OF
MARKET
(%)
(%)
(%)
DEVIATION (%) DEVIATION (%) ACCOUNTS VALUE (M)

-3.84
11.34
41.47
9.58
20.39
1.59
51.01
-5.00
37.55
57.58

-5.23
9.73
39.58
8.11
18.99
0.39
49.66
-5.91
36.27
56.09

-7.35
16.13
22.80
4.16
-2.36
7.86
23.97
-9.41
26.60
16.25

24.53
20.17
18.11
13.99
14.17
14.05
13.02
14.27
14.61
19.75

20.88
17.37
14.14
10.64
10.94
11.21
10.51
10.62
11.38
18.38

2
2
2
2
2
9
12
17
21
25

22
64
103
154
1,349
2,738
8,864
14,754
22,092
41,308

FIRM
INTERNAL
ASSETS DISPERSION
(B)
(%)

233.3
279.7
309.7
331.9
334.0
337.2
394.1
369.3
451.1
661.8

N/A
N/A
N/A
N/A
N/A
N/A
0.3
0.6
0.6
1.1

Morgan Stanley Investment Management (“MSIM”) claims compliance with the Global Investment Performance Standards (GIPS ) and has prepared and
presented this report in compliance with the GIPS standards. MSIM has been independently verified for the periods January 1, 1994 through December 31,
2019. The verification reports are available upon request. A firm that claims compliance with the GIPS standards must establish policies and procedures
for complying with all the applicable requirements of the GIPS standards. Verification provides assurance on whether the firm’s policies and procedures
related to composite and pooled fund maintenance, as well as the calculation, presentation, and distribution of performance, have been designed in
compliance with the GIPS standards and have been implemented on a firm-wide basis. Verification does not provide assurance on the accuracy of any
specific performance report.
GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality
of the content contained herein.
Morgan Stanley Investment Management (“MSIM”) is the asset management business of Morgan Stanley. Assets are managed by teams representing different
MSIM investment platforms. The GIPS® firm for MSIM (“The Firm”) is defined as the Active Fundamental Equity, Global Fixed Income, and Global Liquidity
investment platforms, as well as the Global Listed Real Assets, Global Balanced and Risk Control, Global Multi Asset, Managed Solutions, and Applied Equity
Advisors investment teams. Effective February 26, 2016, the Firm was redefined to reflect a realignment of the legal entities into investment platforms, which
did not impact the Firm assets under management.
Prior to January 1, 2002, the Firm was defined as an investment management firm consisting of investment advisory operations within various legal entities.
As of January 1, 2002, the Firm definition was expanded to include all investment advisory operations within MSIM excluding affiliated and unaffiliated wrap
fee programs. From January 1, 2007 to May 31, 2010, the Firm definition included wrap fee programs, which were sold May 31, 2010. Due to an acquisition of
assets from Morgan Stanley Smith Barney LLC (“MSSB”) business on October 1, 2015, the Firm definition was expanded to include wrap fee programs. The
Fundamental Equity Advisors wrap fee program was transferred to another firm in October 2018.
The Global Opportunity Commingled Composite was created on July 31, 2008 and its inception date is December 31, 2007. This composite is designed to include
all separately managed accounts and pooled vehicles managed on a fully discretionary basis according to the Global Opportunity strategy. This composite
included one non-fee paying discretionary portfolio from December 31, 2007 to August 31, 2008. As of December 31, 2008, the percentage of composite
assets represented by the non-fee paying portfolio was 0%. The strategy seeks long-term capital appreciation by investing globally in high quality, established
and emerging companies that the investment team believes are undervalued at the time of purchase. To achieve its objective, the investment team typically
favors companies it believes have sustainable competitive advantages that can be monetized through growth. The investment process integrates analysis of
sustainability with respect to disruptive change, financial strength, environmental and social externalities and governance (also referred to as ESG). The strategy
invests primarily in companies with capitalizations within the range of companies included in the MSCI All Country World Index. The strategy may use derivatives,
such as foreign currency forward exchange contracts, in connection with its investments in foreign securities for investment purposes to help capture market
opportunities or provide efficient portfolio management. Using derivatives involves specific risks, including those related to counterparty, liquidity, valuation,
correlation, and market risks. A complete list and description of all composites and limited distribution pooled funds (LDPF) is available upon request. A list of
the firm’s broad distribution pooled funds is available on the firm’s website (MSIM.com).
Performance data quoted represents past performance, which is no guarantee of future results. Each portfolio may differ due to specific investment
restrictions and guidelines. Any double digit return cannot be sustained and investors should be aware that these returns were primarily achieved during
favourable market conditions. Returns are reported in USD. The composite can include portfolios with different currencies which have been converted to the
reported currency. The internal dispersion of annual returns is measured by the standard deviation of asset-weighted portfolio gross of fees returns included
in the composite for the full year. The internal dispersion is not applicable (“N/A”) for any period if fewer than 6 accounts are in the composite for the full year.
The three-year annualized ex-post standard deviation measures the variability of the gross composite and benchmark returns over the preceding 36-month
period. The three-year ex-post standard deviation is not applicable (“N/A”) for any period if 36 monthly returns for the composite are not available. Policies for
valuing portfolios, calculating performance and preparing GIPS reports are available upon request.
The MSCI All Country World Index is used as a benchmark. This index is a free float-adjusted market capitalization weighted index that is designed to measure
the equity market performance of developed and emerging markets. The benchmark is calculated with net dividends reinvested. The index is unmanaged and
does not include any expenses, fees or sales charges, which would lower performance. The benchmark is used for comparative purposes only. It is not possible
to invest directly in an index.
Gross performance is net of all transaction costs and withholding taxes. Net performance is net of all transaction costs, withholding taxes, actual investment
management/advisory fees which include performance fees if applicable and applicable administrative expenses. Any performance fees are accounted for and
deducted when earned. Performance returns include the reinvestment of dividends and income. The standard investment advisory fee schedule is as follows:
0.75% per annum on first $200 million of assets; 0.70% per annum on assets in excess of $200 million under management. Actual investment advisory fees
incurred by clients may vary. For the Canadian Pooled Trust - Global Opportunity Fund I, the maximum management fee is 0.80% of the first $33 million and
highest total expense ratio is 0.95%. For the Global Opportunity Fund N (for Tax-Exempt Qualified Institutional Investors Only), the maximum management
fee is 0.25% and highest total expense ratio is 0.3%.
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Asia Opportunity Commingled Composite
Presented in USD Terms

YEAR

2016
2017
2018
2019
2020

GROSS
NET
COMPOSITE
INDEX 3-YR
COMPOSITE COMPOSITE INDEX
3-YR EX-POST
EX-POST
COMPOSITE
RETURN
RETURN
RETURN
STANDARD
STANDARD
NUMBER OF
MARKET
(%)
(%)
(%)
DEVIATION (%) DEVIATION (%) ACCOUNTS VALUE (M)

-0.34
76.85
-13.78
43.18
53.37

-1.41
74.86
-14.81
41.57
51.66

5.44
41.72
-14.37
18.17
25.02

N/A
N/A
18.07
18.37
20.76

N/A
N/A
14.80
14.82
18.92

2
2
2
2
2

25
253
620
1,438
6,675

FIRM
INTERNAL
ASSETS DISPERSION
(B)
(%)

337.2
394.1
369.3
451.1
661.8

N/A
N/A
N/A
N/A
N/A

Morgan Stanley Investment Management (“MSIM”) claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and
presented this report in compliance with the GIPS standards. MSIM has been independently verified for the periods January 1, 1994 through December 31,
2019. The verification reports are available upon request. A firm that claims compliance with the GIPS standards must establish policies and procedures
for complying with all the applicable requirements of the GIPS standards. Verification provides assurance on whether the firm’s policies and procedures
related to composite and pooled fund maintenance, as well as the calculation, presentation, and distribution of performance, have been designed in
compliance with the GIPS standards and have been implemented on a firm-wide basis. Verification does not provide assurance on the accuracy of any
specific performance report.
GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality
of the content contained herein.
Morgan Stanley Investment Management (“MSIM”) is the asset management business of Morgan Stanley. Assets are managed by teams representing different
MSIM investment platforms. The GIPS® firm for MSIM (“The Firm”) is defined as the Active Fundamental Equity, Global Fixed Income, and Global Liquidity
investment platforms, as well as the Global Listed Real Assets, Global Balanced and Risk Control, Global Multi Asset, Managed Solutions, and Applied Equity
Advisors investment teams. Effective February 26, 2016, the Firm was redefined to reflect a realignment of the legal entities into investment platforms, which
did not impact the Firm assets under management.
Prior to January 1, 2002, the Firm was defined as an investment management firm consisting of investment advisory operations within various legal entities.
As of January 1, 2002, the Firm definition was expanded to include all investment advisory operations within MSIM excluding affiliated and unaffiliated wrap
fee programs. From January 1, 2007 to May 31, 2010, the Firm definition included wrap fee programs, which were sold May 31, 2010. Due to an acquisition of
assets from Morgan Stanley Smith Barney LLC (“MSSB”) business on October 1, 2015, the Firm definition was expanded to include wrap fee programs. The
Fundamental Equity Advisors wrap fee program was transferred to another firm in October 2018.
The Asia Opportunity Commingled Composite was created on March 14, 2016 and its inception date is December 31, 2015. This composite is designed to include
all separately managed accounts and pooled vehicles managed on a fully discretionary basis according to the Asia Opportunity strategy. The strategy seeks longterm capital appreciation by investing in high quality established and emerging companies located in Asia (excluding Japan) that the investment team believes
are undervalued at the time of purchase. To achieve its objective, the investment team typically favors companies it believes have sustainable competitive
advantages that can be monetized through growth. The investment process integrates analysis of sustainability with respect to disruptive change, financial
strength, environmental and social externalities and governance (also referred to as ESG). The strategy invests primarily in companies with capitalizations within
the range of companies included in the MSCI All Country Asia ex Japan Index. The strategy may use derivatives, such as foreign currency forward exchange
contracts, in connection with its investments in foreign securities for investment purposes to help capture market opportunities or provide efficient portfolio
management. Using derivatives involves specific risks, including those related to counterparty, liquidity, valuation, correlation, and market risks. Prior to July 22,
2020, the Asia Opportunity Commingled Composite was known as the Asia Opportunity Strategy. A complete list and description of all composites and limited
distribution pooled funds (LDPF) is available upon request. A list of the firm’s broad distribution pooled funds is available on the firm’s website (MSIM.com).
Performance data quoted represents past performance, which is no guarantee of future results. Each portfolio may differ due to specific investment
restrictions and guidelines. Any double digit return cannot be sustained and investors should be aware that these returns were primarily achieved during
favourable market conditions. Returns are reported in USD. The composite can include portfolios with different currencies which have been converted to the
reported currency. The internal dispersion of annual returns is measured by the standard deviation of asset-weighted portfolio gross of fees returns included
in the composite for the full year. The internal dispersion is not applicable (“N/A”) for any period if fewer than 6 accounts are in the composite for the full year.
The three-year annualized ex-post standard deviation measures the variability of the gross composite and benchmark returns over the preceding 36-month
period. The three-year ex-post standard deviation is not applicable (“N/A”) for any period if 36 monthly returns for the composite are not available. Policies for
valuing portfolios, calculating performance and preparing GIPS reports are available upon request.
The MSCI All Country Asia ex Japan Index is used as a benchmark. This index is a free float-adjusted market capitalization weighted index that is designed to
measure the equity performance of the developed market countries (excluding Japan) and emerging market countries in Asia. The benchmark is calculated with
net dividends reinvested. The index is unmanaged and does not include any expenses, fees or sales charges, which would lower performance. The benchmark
is used for comparative purposes only. It is not possible to invest directly in an index.
Gross performance is net of all transaction costs and withholding taxes. Net performance is net of all transaction costs, withholding taxes, actual investment
management/advisory fees which include performance fees if applicable and applicable administrative expenses. Any performance fees are accounted for and
deducted when earned. Performance returns include the reinvestment of dividends and income. The standard investment advisory fee schedule is as follows:
0.75% per annum on first $200 million of assets; 0.70% per annum on assets in excess of $200 million under management. Actual investment advisory fees
incurred by clients may vary.
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Risk Considerations:
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 that the value of portfolio
shares 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. In general, equities securities’ values also fluctuate in response to activities specific to
a company. Investments in foreign markets entail special risks such as currency, political, economic, market and liquidity
risks. The risks of investing in emerging market countries are greater than risks associated with investments in foreign
developed countries. Privately placed and restricted securities may be subject to resale restrictions as well as a lack of
publicly available information, which will increase their illiquidity and could adversely affect the ability to value and sell
them (liquidity 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. To the extent
that the Strategy invests in a limited number of issuers (focused investing), the Strategy will be more susceptible to
negative events affecting those issuers and a decline in the value of a particular instrument may cause the Strategy’s
overall value to decline to a greater degree than if the Strategy were invested more widely. Asia Market Risk. Asia
market entails liquidity risk due to the small markets and low trading volume in many countries. In addition, companies in
the region tend to be volatile and there is a significant possibility of loss. Furthermore, because the strategy concentrates
in a single region of the world, performance may be more volatile than a global strategy. China Risk. Investments in
securities of Chinese issuers, including A-shares, involve risks associated with investments in foreign markets as well
as special considerations not typically associated with investments in the U.S. securities markets. Investments in China
involve risk of a total loss due to government action or inaction. Additionally, the Chinese economy is export-driven
and highly reliant on trade. Adverse changes to the economic conditions of its primary trading partners, such as the
United States, Japan and South Korea, would adversely impact the Chinese economy and the Portfolio’s investments.
Moreover, a slowdown in other significant economies of the world, such as the United States, the European Union and
certain Asian countries, may adversely affect economic growth in China. An economic downturn in China would adversely
impact the Portfolio’s investments. Risks of Investing through Stock Connect. Any investments in A-shares listed and
traded through Stock Connect, or on such other stock exchanges in China which participate in Stock Connect is subject
to a number of restrictions that may affect the Portfolio’s investments and returns. Moreover, Stock Connect A shares
generally may not be sold, purchased or otherwise transferred other than through Stock Connect in accordance with
applicable rules. The Stock Connect program may be subject to further interpretation and guidance. There can be no
assurance as to the program’s continued existence or whether future developments regarding the program may restrict
or adversely affect the Portfolio’s investments or returns.

DEFINITIONS

Alpha is the excess return or value added (positive or negative) of the
portfolio’s return relative to the return of the benchmark.
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.
Compound Annual Growth Rate (CAGR) is the year-over-year growth rate
of an investment over a specified period.
Debt/equity (D/E) is a measure of a company’s financial leverage calculated
by dividing its total liabilities by stockholders’ equity.
Discounted cash flow is a valuation method that is used to evaluate
investment potential by using future free cash flow projections and
discounting them to arrive at a present value.
Divergence is the difference between the actual market level of the spread
versus the calculated level of the spread in a model.
Excess Return or value added (positive or negative) is the portfolio’s return
relative to the return of the benchmark.

Free cash flow (FCF) is a measure of financial performance calculated as
operating cash flow minus capital expenditures. FCF represents the cash
that a company is able generate after laying out the money required to
maintain or expand its asset base.
Gross Domestic Product (GDP) is the monetary value of all the finished
goods and services produced within a country’s borders in a specific time
period. It includes all private and public consumption, government outlays,
investments and net exports.
Hit Rate is defined as the number of winning or profitable trades over a
period of time for a trading strategy, divided by the total number of trades
over the same period, and expressed as a percentage
Idiosyncratic risk is the risk that is specific to an asset or a small group
of assets.
Market Capitalization (Market Cap) is the total dollar market value of all
of a company’s outstanding shares.
Net cash to equity ratio is the ratio of a company’s cash on hand against
the total net worth of the company. It excludes the liabilities, expenditures
and debts a company has already serviced.
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Net debt is a measure of a company’s ability to repay all debt if it were
called immediately. It is calculated by adding short-term and long-term debt
and subtracting all cash and cash equivalents.
Net income (NI) is calculated as revenues minus expenses, interest, and
taxes. It is a useful number for investors to assess how much revenue
exceeds the expenses of an organization.
Real interest rate is an interest rate that has been adjusted to remove the
effects of inflation.
Return On Capital (ROC) is a calculation used to assess a company’s
efficiency at allocating the capital under its control to profitable investments.
Sales growth is the increase in sales over a specific period of time, often
but not necessarily annually.
Sell-side is the part of the financial industry that is involved with the
creation, promotion, and sale of stocks, bonds, foreign exchange, and other
financial instruments to the public market.
Volatility is a statistical measure of the dispersion of returns for a given
security or market index.
Year-Over-Year is a method of evaluating two or more measured events
to compare the results at one time period with those from another time
period (or series of time periods), on an annualized basis.
A yield curve is a line that plots yields (interest rates) of bonds having
equal credit quality but differing maturity dates.
DISCLOSURES

The MSCI All Country World Index (ACWI) is a free float-adjusted market
capitalization weighted index designed to measure the equity market
performance of developed and emerging markets. The term “free float”
represents the portion of shares outstanding that are deemed to be available
for purchase in the public equity markets by investors.
The S&P 500® Index measures the performance of the large cap segment
of the U.S. equities market, covering approximately 75% of the U.S. equities
market. The Index includes 500 leading companies in leading industries of
the U.S. economy.
The MSCI All Country Asia Ex-Japan Index is a free float-adjusted market
capitalization weighted index that is designed to measure the equity market
performance of Asia, excluding Japan.
The performance of the above indexes are listed in U.S. dollars and assume
reinvestment of net dividends. The indexes are unmanaged and do not
include any expenses, fees or sales charges. It is not possible to invest
directly in an index.
IMPORTANT INFORMATION

There is no guarantee that any investment strategy will work under all
market conditions, and each investor should evaluate their ability to invest
for the long-term, especially during periods of downturn in the market.
A separately managed account may not be appropriate for all investors.
Separate accounts managed according to the particular Strategy may
include securities that may not necessarily track the performance of a
particular index. A minimum asset level is required.
For important information about the investment managers, please refer
to Form ADV Part 2.
The views and opinions and/or analysis expressed are those of 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.
Hypothetical scenarios herein do not reflect actual results and are not
guarantees of future results. Hypothetical results have inherent limitations
and results may vary based on different inputs and over time.
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 or the investment team. These conclusions are speculative in
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nature, may not come to pass and are not intended to predict the future
performance of any specific strategy or product the Firm offers. Future
results may differ significantly depending on factors such as changes in
securities or financial markets or general economic conditions.
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, 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.
Charts and graphs provided herein are for illustrative purposes only. Past
performance is no guarantee of future results. Information on securities is
provided for reference only and should not be deemed as a recommendation to
buy or sell securities and/or securities within the sectors or countries referenced.
The representative account has employed the investment strategy in a
similar manner to that employed in the team’s separately managed accounts
(“SMAs”) and other investment vehicles, i.e., they were generally operated
in a consistent manner. However, portfolio management decisions made
for such representative account may differ (i.e., with respect to liquidity or
diversification) from the decisions the portfolio management team would
make for SMAs and other investment vehicles. In addition, the holdings and
portfolio activity in the representative account may not be representative
of some SMAs managed under this strategy due to differing investment
guidelines or client restrictions.
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

This 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.
MSIM, 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: Eaton Vance Management
(International) Limited, Eaton Vance Advisers International Ltd, Calvert
Research and Management, Eaton Vance Management, Parametric Portfolio
Associates LLC, and Atlanta Capital Management LLC.
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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 and Eaton Vance 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 The Observatory, 7-11 Sir John Rogerson’s Quay, Dublin 2, D02
VC42, 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 Eidgenössische Finanzmarktaufsicht (“FINMA”). Registered Office:
Beethovenstrasse 33, 8002 Zurich, Switzerland.
Outside the US and EU, Eaton Vance materials are issued by Eaton Vance
Management (International) Limited (“EVMI”) 125 Old Broad Street, London,
EC2N 1AR, UK, which is authorised and regulated in the United Kingdom by
the Financial Conduct Authority.
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, 11th Floor Amstelplein 1 1096HA,
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, Große Gallusstraße
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: MSIM Ltd (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).
US
NOT FDIC INSURED | OFFER NO BANK GUARANTEE | MAY LOSE VALUE |
NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY | NOT A DEPOSIT
Canada: For use only with “Permitted Clients” under Canadian Law and may
not be used with the general public. This presentation is communicated in
Canada by Morgan Stanley Investment Management Inc. (“MSIM”), which
conducts its activities in Canada pursuant to the international adviser
exemption and International Investment Fund Manager Exemption. This
presentation does not constitute an offer to provide investment advisory
available. MSIM may only advise separately managed accounts of “Permitted
Clients” and may only manage accounts which invest in non-Canadian issuers.
“Permitted clients” as defined under Canadian National Instrument 31-103
generally include Canadian financial institutions or individuals with $5 million
(CAD) in financial assets and entities with at least $25 million (CAD) in net
assets. Permitted Clients may only invest in a separately managed account
referenced in this presentation by entering into an investment management
agreement with MSIM, of which this presentation is not a part. Materials
which describe the investment expertise, strategies and/or other aspects
of MSIM-managed separately managed accounts may be provided to you
upon request for your consideration of the available investment advisory
services offered by MSIM. MSIM and certain of its affiliates may serve as
the portfolio manager to separately managed accounts described in this
presentation and may be entitled to receive fees in connection therewith.
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.
Hong Kong: This material is disseminated 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 material 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 material shall not be issued, circulated, distributed, directed
at, or made available to, the public in Hong Kong. Singapore: This material
is disseminated by Morgan Stanley Investment Management Company and
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. 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. Interests will only
be offered in circumstances under which no disclosure is required under the
Corporations Act 2001 (Cth) (the “Corporations Act”). Any offer of interests
will not purport to be an offer of interests in circumstances under which
disclosure is required under the Corporations Act and will only be made to
persons who qualify as a “wholesale client” (as defined in the Corporations
Act). This material will not be lodged with the Australian Securities and
Investments Commission.
Japan: For professional investors, this material is circulated or distributed for
informational purposes only. For those who are not professional investors, this
material is provided in relation to Morgan Stanley Investment Management
(Japan) Co., Ltd. (“MSIMJ”)’s business with respect to discretionary investment
management agreements (“IMA”) and investment advisory agreements (“IAA”).
This is not for the purpose of a recommendation or solicitation of transactions
or offers any particular financial instruments. Under an IMA, with respect to
management of assets of a client, the client prescribes basic management
policies in advance and commissions MSIMJ 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 MSIMJ the authorities necessary
for making investment. MSIMJ exercises the delegated authorities based
on investment decisions of MSIMJ, 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 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 incorporated securities.
Since these charges and expenses are different depending on a contract and
other factors, MSIMJ cannot present the rates, upper limits, etc. in advance.
All clients should read the Documents Provided Prior to the Conclusion of a
Contract carefully before executing an agreement. This material is disseminated
in Japan by MSIMJ, Registered No. 410 (Director of Kanto Local Finance Bureau
(Financial Instruments Firms)), Membership: the Japan Securities Dealers
Association, The Investment Trusts Association, Japan, the Japan Investment
Advisers Association and the Type II Financial Instruments Firms Association.
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