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Morgan Stanley Fund Sticks With Asian
Stocks, Thanks to Warren Buffett
by Heejin Kim
May 3, 2018
▶ Region has more ‘high-quality companies’ than in U.S., Europe
▶ China’s stock market ‘ripe’ for bottom-up stock picking: Heugh
In a year where equity investors have been
rattled by a resurgence in volatility, Kristian Heugh remains a steadfast bull on Asian stocks and a
believer in the Warren Buffett-inspired strategy
that’s helped his funds stay ahead of peers.
Aside from an expanding middle class and
youthful population, there are more “highquality companies” in the region than in the
U.S. and Europe that meet Buffett’s criteria of
a strong franchise and management, said the
Hong Kong-based head of the global opportunity team.
The MSCI Asia Pacific Index has turned negative for 2018 four months into the year and
most regional benchmark gauges are either
struggling to stay afloat or are in the red. That
hasn’t changed the Morgan Stanley Investment
Funds - Global Opportunity Fund’s overweight
Asia stance -- a position the $5.7 billion fund
has held since its 2010 start, Heugh said in an
email interview.
Heugh’s Asia Opportunity Fund has almost 70
percent of its $843 million assets in Chinese companies including Alibaba Group Holdings Ltd.
Below are some of his views:

Which region and sectors do you favor
most in Asia ex-Japan?

▶ “Our largest country weight
in the Asia Opportunity Fund is
Greater China. The Chinese stock
market is ripe with opportunity for
bottom-up stock picking, particularly in industries driven by
consumption and services.
▶ “The emerging middle class
wants what those in developed
markets have enjoyed and perhaps
taken for granted: higher-quality
food and beverages, Internet services, access to better healthcare
and education opportunities for
their children.”
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▶ While Foshan Haitian Flavouring & Food is among the manager’s China holdings, it’s TAL Education Group
-- a provider of tutoring services for Chinese
students -- that has been a top contributor to
Global and Asia Opportunity funds over the
past two years: Heugh
▶ NOTE: The Global Opportunity Fund has
risen 7.9 percent since Jan. 1 and returned an
annualized 23 percent over the past five years,
to beat more than 95 percent of peers tracked
by Bloomberg.

What do you
think about
the recent
Korean
summit?
▶ “Thawing
geopolitical
relations would
obviously be
good for the
world and stock
markets. In the
unlikely event
of reunification,
there would
undoubtedly

be long-term positives for certain businesses just as
there were in Germany in 1990s.”

Can you tell us about your bets on Korean Stocks?
▶ “Currently, Naver is among the top 10 positions in our Asia Opportunity Fund. Naver is
the leading search engine in Korea as well as a
leading mobile social network through LINE,
which is also popular in Japan.
▶ “The next leg of growth for Naver could be
driven by e-commerce and payments as the
company leverages user traffic to transition its
business model from search to an e-commerce
marketplace.”

Does political uncertainty affect your
strategy?
▶ “Short-term volatility can create long-term
opportunities for the companies we own, as it can
help them take share from weaker competitors
and benefit from increased bargaining power.
▶ “Short term changes in the investment opportunity set or the macro environment do not
impact our investment process or philosophy.
Hence it has remained unchanged since the
fund’s inception.”
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THIS MATERIAL IS FOR USE OF PROFESSIONAL CLIENTS ONLY
The opinions expressed in the article are those of Bloomberg and Kristian Heugh as of the
date presented and are subject to change at any time due to changes in market or economic
conditions and may not necessarily come to pass. The comments should not be construed as
a recommendation of individual holdings, market sectors or countries, but as an illustration of
broader themes. The material does not purport to address the financial objectives, situation
or specific needs of any individual reader. The use of this article is not a solicitation, or an
offer to buy or sell any security or investment product. Moreover, the opinions expressed
in this article are not necessarily those of Morgan Stanley or its employees.
Information, including performance and holdings, herein are provided by Bloomberg and
no representation or warranty can be given with respect to the accuracy or completeness
of the information. Past performance is not indicative of future results.
Holdings in the portfolios managed by Morgan Stanley Investment Management’s Global
Opportunity Team are subject to change without notice. There is no guarantee that the
securities mentioned will perform well or be held in the future. Please see below the
percentage of the holdings in this piece, based on the Morgan Stanley Investment Funds
(MS INVF) Asia Opportunity Fund as of March 31, 2018:

Company

% of MS INVF Asia Opportunity Fund

Foshan Haitian Flavouring & Food

5.77

TAL Education Group

5.73

Naver

4.08

As of Mar 31, 2018. Subject to change daily. Provided for informational purposes only and should
not be deemed as a recommendation to buy or sell the securities shown above

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. Accordingly, you can lose money investing in this portfolio.
Please be aware that this portfolio may be subject to certain additional risks. 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. 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, and market risks. The risks
of investing in emerging market countries are greater than the risks generally associated
with investments in foreign developed countries. The strategy may invest in restricted
and illiquid securities, which may be difficult for the strategy to sell at a reasonable price.
(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. 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).
This document has been issued by Morgan Stanley Investment Management Limited (“MSIM”).
Authorised and regulated by the Financial Conduct Authority. Registered in England No.
1981121. Registered Office: 25 Cabot Square, Canary Wharf, London E14 4QA.
The material contained herein has not been based on a consideration of any individual client
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.
The information contained in this communication is not a research recommendation or
‘investment research’ and is classified as a ‘Marketing Communication’ in accordance
with the European Communities (Markets in Financial Instruments) Regulations 2007
or applicable Swiss regulation. This means that this marketing communication (a) has
not been prepared in accordance with legal requirements designed to promote the
independence of investment research (b) is not subject to any prohibition on dealing
ahead of the dissemination of investment research.
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 suitable 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. If such
a person considers an investment in Shares of the Fund, she/he should always ensure that
she/he has satisfied herself/himself that she/he has been properly advised by that financial
intermediary about the suitability of an investment.
This document contains information relating to the sub-fund (“Fund”) of Morgan Stanley
Investment Funds, a Luxembourg domiciled Société d’Investissement à Capital Variable.
Morgan Stanley Investment Funds (the “Company”) is registered in the Grand Duchy of
Luxembourg as an undertaking for collective investment pursuant to Part 1 of the Law of
17th December 2010, as amended. The Company is an Undertaking for Collective Investment
in Transferable Securities (“UCITS”).
Applications for shares in the Fund should not be made without first consulting the current
Prospectus, Key Investor Information Document (“KIID”), Annual Report and Semi-Annual
Report (“Offering Documents”), or other documents available in your local jurisdiction which
is available free of charge at the address above. The document has been prepared solely
for informational purposes and does not constitute an offer or a recommendation to buy
or sell any particular security or to adopt any specific investment strategy.

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.
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. Dubai: Morgan Stanley
Investment Management Limited (Representative Office, Unit Precinct 3-7th Floor-Unit
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506501, United Arab Emirates. Telephone: +97 (0)14 709 7158). Germany: Morgan Stanley
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Frankfurt Deutschland (Gattung: Zweigniederlassung (FDI) gem. § 53b KWG). Italy:
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is a branch of Morgan Stanley Investment Management Limited, a company registered in
the UK, authorised and regulated by the Financial Conduct Authority (FCA), and whose
registered office is at 25 Cabot Square, Canary Wharf, London, E14 4QA. Morgan Stanley
Investment Management 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 08829360968. The Netherlands: Morgan Stanley Investment
Management, Rembrandt Tower, 11 Floor Amstelplein 1 1096HA, Netherlands. Telephone: 31
2-0462-1300. Morgan Stanley Investment Management is a branch office of Morgan Stanley
Investment Management Limited. Morgan Stanley Investment Management Limited is
authorised and regulated by the Financial Conduct Authority in the United Kingdom.
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. In particular, for investment funds that are not
authorized or recognized by the MAS, units in such funds are not allowed to be offered to
the retail public; any written material issued to persons as aforementioned in connection
with an offer is not a prospectus as defined in the SFA and, accordingly, statutory liability
under the SFA in relation to the content of prospectuses does not apply, and investors
should consider carefully whether the investment is suitable for them.
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