Emerging Markets Equity Team
Emerging Markets Leaders ESG Report

As long term investors in emerging markets, we look for companies
and countries that can sustain balanced growth in this turbulent
world—and we believe environmental, social, and governance (ESG)
factors are integral to that search.
ESG Integration Process
As fundamental investors we seek out areas of growth and opportunity which we believe will last for the
next 3 to 5 years and sustainable, well-run businesses which can capitalize on these trends. Our
research process considers environmental, social and governance issues that confront policy-makers
and company management, because they matter for sustainable growth. Information we gather about
the environmental, social and governance issues faced by both country policymakers and company
management teams helps us build a more complete picture of these investment opportunities and the
potential risks involved. ESG is integrated throughout our investment process at both the company
engagement level as well as in our top-down country analysis.

From a bottom-up perspective, we take an integrated approach to ESG, focusing on engaging company
management on key issues. We engage companies in one-on-one meetings with management, asking
them about their corporate governance practices and what we deem to be materially important
environmental and/or social issues facing their company or industry. We also support good corporate
governance through proxy voting and will vote against board recommendations we do not perceive to
be in the best interests of shareholders.

In our top-down country analysis, ESG factors are deeply embedded in Our Rules of the Road
framework for identifying economies with a promising growth trajectory. The rules assist in measuring
balance across the cycles—from politics to credit, investment and market sentiment—that shape
economic growth. ESG factors can and do play an important role in tipping these balances.
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Our Top Down and Bottom Up Approach to ESG Integration

This represents how the portfolio management team generally implements its investment process under normal market
conditions.

Key Issues by Sector and Industry

This represents how the portfolio management team generally implements its investment process under normal market
conditions.
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Engagement Statistics (January 1, 2017 – December 31, 2017)
Of the total 592 meetings documented during this time period, the Emerging Markets Equity team
engaged with companies on ESG issues in 249 meetings. This represents 42% of the total.

Engagement Breakdown (January 1, 2017 – December 31, 2017)*
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*There were 249 engagements. In 14 of those meetings, both E and S issues were discussed as key issues the company faced.

Proxy Voting
During the time period September 30, 2016 – September 30, 2017 we voted against management on 29
agenda items, representing 5% of the total 560 agenda items, in our Emerging Markets Leaders
portfolio.

Important Disclosures

The views and opinions are those of the author as of the date of publication and are subject to change at any time 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 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.
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.
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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. Accordingly, you can lose money investing.
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 the risks generally associated with
investments in foreign developed countries. Stocks of small- and medium-capitalization companies entail special risks, such as limited
product lines, markets, and financial resources, and greater market volatility than securities of larger, more-established companies.
Derivative instruments can be illiquid, may disproportionately increase losses and may have a potentially large negative impact on the
Portfolio’s performance. Illiquid securities may be more difficult to sell and value than public traded securities (liquidity risk).
Nondiversified portfolios often invest in a more limited number of issuers. As such, changes in the financial condition or market value of
a single issuer may cause greater volatility.
Charts and graphs provided herein are for illustrative purposes only.
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.
Please consider the investment objectives, risks, charges and expenses of the funds carefully before investing. The
prospectuses contain this and other information about the funds. To obtain a prospectus please download one at
morganstanley.com/im or call 1-800-548-7786. Please read the prospectus carefully before investing.
Morgan Stanley Investment Management is the asset management division of Morgan Stanley.
All information contained herein is proprietary and is protected under copyright law.
NOT FDIC INSURED | OFFER NO BANK GUARANTEE | MAY LOSE VALUE | NOT INSURED BY ANY FEDERAL GOVERNMENT
AGENCY | NOT A DEPOSIT
© 2018 Morgan Stanley. All rights reserved. Morgan Stanley Distribution, Inc.
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