
REAL ASSETS | GLOBAL LISTED REAL ASSETS TEAM

2020 Market Outlook

2020  
Infrastructure 
Outlook
Global listed infrastructure’s strong 2019 
performance was driven by a confluence 
of factors: (1) a healthy fundamental 
outlook across most infrastructure sectors, 
supported by modest global economic 
growth, (2) declines in cost of capital 
concurrent with a return to record low 
interest rates in a number of developed 
economies, (3) demand for “defensive” 
equities largely agnostic to political risk in a 
world of heightened geopolitical uncertainty, 
and (4) the need for infrastructure network 
augmentation due to structural shifts in 
network architecture (most notably in the 
utilities and communications sectors—e.g., 
decentralization of the electricity grid 
through increasing renewable power load 
and 5G/IoT buildout for communications 
infrastructure). While we do expect a 
moderation in some fundamental trends 
going forward, specifically in transportation 
infrastructure where volume/traffic 
dynamics have generally been running 
above trend until recently, our outlook 
for infrastructure securities in 2020 is 
constructive on a fundamental basis.

The views and opinions are those of the author as of 
December 2019 and are subject to change at any time due 
to market or economic conditions and may not necessarily 
come to pass. The views expressed do not reflect the 
opinions of all portfolio managers at 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.
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Furthermore, because there is 
considerable debate as to whether we 
are “mid-cycle” or “late-cycle” from an 
economic perspective, and questions 
remain about the impact of a Phase One 
U.S.-China trade agreement, as well as 
the outcome of a 2020 U.S. presidential 
election, we believe infrastructure 
securities are likely to continue to serve as 
a safe-haven for many investors looking 
for companies with relatively resilient and 
predictable cash flow profiles. Valuation 
and regulatory changes are primary 
risk factors, but we view the former 
as a risk borne by all long-duration 
assets, including fixed income and non-
infrastructure equities. Encouragingly, 
value remains at the company-level which 
is expected to be supportive of positive 
returns for the asset class going forward.

In order to provide more color around 
our 2020 infrastructure securities 
outlook, including growth drivers and 
risk factors, we have broken down our 
outlook by infrastructure super-sector on 
the following pages.

  Sector-Level Outlook: 
Utilities

Both network utilities and renewable 
power companies exhibited strong 
2019 performance due to declines in 
interest rates and a desire by investors 
to own companies with relatively 
predictable, stable cash flow profiles 
agnostic to the numerous global 
macro uncertainties (trade-related, 
political) faced by investors. While 
these aspects have certainly been the 
main drivers of performance recently, 
perhaps underappreciated is the strong 
fundamental environment that many 
network utility and renewable companies 
currently operate in, in particular in 
North America. In the U.S., utility 
company capital programs are generally 
enabling above-average growth rates 

across all utility services—electricity, 
gas, and water—each due to a different 
driver. In electricity, the need for 
renewable power tie-ins and the need to 
accommodate different flow patterns and 
more decentralization due to increasing 
renewable sources of power is driving 
growth. Eventually, the electrification of 
the transportation system and broader 
‘Internet of Things’ (IoT) uses will 
require further network enhancement. 
In gas, growth is driven by aging pipe 
replacement and conversion from oil-
based heat in the Northeast U.S. In 
water, companies are focused on pipe 
replacement, new resource development 
in an ever-evolving climate, and M&A 
“roll-ups” through the absorption of 
inefficient, municipally-owned networks. 
Due to these trends, we anticipate mid-to 
high single digit rate base, earnings per 
share, and dividend growth for U.S.-
based utilities through the medium term.

DISPLAY 1

SECTOR Utilities

2020 
FUNDAMENTAL 
OUTLOOK

• North America: stable to improving
• Europe: stable
• Australia: stable to negative
• EM (Asia, Latam): mixed
• Renewables: positive

KEY GROWTH 
DRIVERS

• Highest levels of asset base growth exist in EM and North America; 
European and Australian growth is largely non-existent outside of 
renewables-related activity

• Key drivers of growth are gas and water pipe replacement, renewable 
tie-ins, and system hardening/reinforcement due to grid decentralization 
(i.e., shift to smaller renewable fleets)

RISK FACTORS 
TO MONITOR

• Regulatory – lower allowed returns in a persistently low interest rate 
environment

• Politicization of customer bills by populist politicians

BEST IDEAS • Fundamentally: North America
• Valuation: Europe, EM
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In terms of risks for the sector, for 
2020 we view the primary risks to 
be regulatory and valuation. From a 
regulatory perspective, we are monitoring 
the level of allowed returns provided 
by regulators in this low interest rate 
environment. Interestingly, while this has 
evolved into a significant risk for utilities 
outside the United States—most notably 
in Australia and parts of Europe where 
allowed returns are set in a formulaic 
fashion—we have yet to see a material 
erosion in allowed returns for utilities 
in the U.S. Allowed Returns on Equity 
(ROEs) have moved modestly lower in 
some instances, though they remain very 
healthy at high single digit/low double 
digit nominal levels. From a spread to 
risk-free rate perspective, allowed returns 
stand at very healthy spreads. Turning to 
valuation, it is true that network utilities 
in many countries trade at premiums 
to historical averages and what would 
typically be justified by the current 
level of rates; however, when looked at 
in the context of “late cycle” economic 
trends as well as declining betas over 
time (see chart in Display 3), we believe 
valuation does not present as much of a 
risk to the sector as it first might appear. 
Furthermore, as we have seen a recent 
rotation by investors out of “defensives” 
into cyclical companies, the premium of 
network utilities relative to the broader 
equity markets has largely dissipated. 
As a result, we are constructive on both 
network utilities and renewable power 
companies going forward in 2020, with 
a bias toward North American assets 
given the higher growth levels and better 
allowed returns discussed earlier. Assets 
outside of the U.S. selectively are also 
attractive on a valuation basis, albeit at 
lower levels of rate base growth.

Renewables buildout is driving significant growth for utilities:

DISPLAY 2
Global Renewable Power Generation Installed Capacity (GW) 2017 vs. 2040

5,000

2,000

1,000

0

Solar - 10x increase Hydro - 1.6x increaseWind - 5.5x increase

■ 2017         ■ 2040

398

1,270

2,096

4,420

515

2,8193,000

4,000

Source: IEA, World Energy Outlook 2018, Sustainable Development. Report date: November 2018. 
Forecasts and/or estimates provided herein are subject to change and may not actually come to pass.

Cost of capital continues to decline for utilities, justifying in part the 
expansion of trading multiples:

DISPLAY 3
U.S. Utilities (XLU) One-Year Betas
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  Sector-Level Outlook: 
Energy Infrastructure

Fundamentally, energy infrastructure had 
a strong 2019 as in-place assets1 operated 
with high utilization rates, and the 
macro environment for energy in North 
America has been constructive, with 
production volumes at or near record 
levels. In addition, midstream company 
balance sheets are in excellent shape 
and dividend coverage is strong, placing 
the companies in a better position to 
weather the next downturn, whenever it 
might occur. Despite this operating and 
financial strength, however, share price 
performance for energy infrastructure 
was mixed, as public markets investors’ 
appetite for energy investments has 
declined post the 2015 energy downturn. 
Furthermore, there is concern by some 
about the prospects for future growth, 
as new project approvals have become 
increasingly held up by environmental 
and political challenges. In our view, 
energy infrastructure companies remain 
an area of opportunity in 2020 as many 
energy infrastructure stocks currently 
trade at meaningful discounts to private 
market assessments of value. We do 
believe some selectivity is necessary, 
however, as some companies are better 

poised to highlight the discrepancy 
between intrinsic value and current 
share prices than others (most notably, 
smaller companies that can be absorbed 
by private equity). While we acknowledge 
that much of the large-scale build for 
energy infrastructure companies is over, 
due to extensive capital build-out in 
North America over the past decade, we 
believe energy infrastructure companies 
are poised to be able to continue to 
grow modestly and produce attractive 
returns on invested capital going forward. 

Despite changes in energy policy and 
changes in various countries’ energy 
mix, many of the marquee assets owned 
by energy infrastructure companies we 
invest in are likely to be highly utilized 
for the foreseeable future. Specific areas 
of opportunity for growth remain export 
and storage facilities. Primary areas 
of risk are associated with companies 
with high levels of exposure to basins 
or customers where drilling activity 
may moderate next year (e.g., in the 
Marcellus/Utica, STACK/SCOOP).

DISPLAY 4

SECTOR Energy Infrastructure

2020 
FUNDAMENTAL 
OUTLOOK

• Pipeline fundamentals: stable
• Midstream fundamentals: likely to soften from favorable 2019 levels
• Large-scale new project approvals to remain challenging; smaller, bolt-on 

projects expected to remain more feasible and highly profitable

KEY GROWTH 
DRIVERS

• Oil & Gas production growth leading to throughput volume increases 
and expansion projects

• Basis differentials highlighting insufficient infrastructure network and a 
need to clear regional bottlenecks

RISK FACTORS 
TO MONITOR

• Upstream commodity prices
• Upstream volumes for gathering and processing-focused companies
• Political/environmental scrutiny over new projects

BEST IDEAS • Fundamentally: Companies with diversified asset bases (both from a 
regional and customer perspective)

• Valuation: Broadly attractive

1 The infrastructure assets a company already owns, and therefore does not need to buy in order to execute a particular capital expenditure strategy.
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With U.S. oil and gas production continuing to increase, pipeline and midstream companies should benefit:

DISPLAY 5
U.S. Crude Oil Production
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Source: U.S. Energy Information Administration. Data as of August 31, 2019

DISPLAY 6
U.S. Natural Gas Production (Gross Withdrawals)
Million cubic feet per day
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  Sector-Level Outlook: 
Communications

The communications sector overall has 
produced industry-leading returns over 
the past couple of years on the back of 
a number of favorable thematic trends 
for wireless tower companies—healthy 
organic leasing rates in the U.S. and other 
countries, M&A opportunities in Europe, 
the potential for future acceleration in 
leasing once 5G deployments are initiated 
by wireless carriers, and the potential for 
new carrier entrants (in particular in the 
U.S. with Dish Networks ready to deploy 
should the Sprint/T-Mobile merger 
prove successful). In addition to these 
trends, tower companies have benefited 
from the lower-for-longer interest rate 
regime, secular growth drivers agnostic 
to geopolitical trends and concerns 
over trade, and a unique structural 
combination within the infrastructure 
universe—i.e., high and improving 
Return on Invested Capital (ROIC) 
with low capital intensity. Fortunately 
for investors going forward, we see these 
favorable trends continuing in 2020, 
with the only real risk being valuation. 
It is true that until recently, valuations 
have been near peak levels for tower 
companies both in the U.S. and Europe. 
While this is partially justified by the 
lower rate regime/lower cost of capital 
and elevated level of leasing growth, even 
adjusting for these elements we view 
valuations as full and at a premium to 
private market valuations. Encouragingly, 
share prices more recently have started 
to move lower, making the companies 
relatively more attractive, and given 
the high growth rates of the companies 

(most are growing cash flow at high 
single digit to mid-teen percentages per 
year), companies are expected to quickly 
grow into current valuations. Elsewhere 

in the communications sector, satellites 
and data centers also present areas 
of opportunity but have more mixed 
fundamental pictures.

DISPLAY 7

SECTOR Communications

2020 
FUNDAMENTAL 
OUTLOOK

• U.S. Towers: positive
• ROW Towers: positive
• Satellites: challenging, outside of potential windfall from C-band auctions

KEY GROWTH 
DRIVERS

• Increasing wireless data traffic globally 
• Tower M&A in Europe

RISK FACTORS 
TO MONITOR

• Towers: valuation
• Satellites: further deterioration in core video pricing

BEST IDEAS • Fundamentally: U.S. towers
• Valuation: generally fully valued

Growth in the communications sector is meaningful, with total mobile data 
traffic expected to grow at a 46% CAGR through 2022:

DISPLAY 8
Total Mobile Data Traffic (PB per Month)
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Source: Cisco Visual Networking Index, 2018. Report date: December 2018. Forecasts and/or 
estimates provided herein are subject to change and may not actually come to pass.
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  Sector-Level Outlook: 
Transportation

Performance in transportation 
infrastructure in 2019 was generally 
favorable, outside of select emerging 
markets transportation companies 
and those companies facing regulatory 
resets in the next couple of years. Such 
performance was driven by healthy 
traffic/volume trends outside of freight 
rail in North America, where volume 
trends are running negative in the mid-
to-high single digit percentage range. 
For airport companies in particular, 
traffic trends surprised on the upside in 
2019 relative to expectations heading 
into the year. Looking forward, we 
expect a moderation in traffic trends 
across most transportation assets toward 
long-term trend-line levels outside of 
freight rail, which we expect to continue 
to deteriorate until it bottoms around 
the mid to later part of 2020. While we 
believe this deceleration in growth rates 
is a modest negative relative to the very 
healthy rates exhibited over the past few 
years, we would reiterate this is more a 
decline to trend rather than a material 
slowdown. Of note for the airports, the 
proliferation of Low Cost Carrier routes 
allowed for material traffic growth above 
trend for the past several years.

Speaking to valuation and regulation, we 
view current valuations in transportation 
as generally favorable, with greater 
opportunities for investments at discounts 
to intrinsic value relative to the utilities 
and communications sectors. Regulation 
is a risk for select companies in 2020 as 
allowed returns are reset lower on the 
back of lower interest rates, but in our 
view this risk is already well-flagged 
and should not be a source of downside 
surprise for companies in the near-term. 
As with utilities, discussion of the cost 
of transportation infrastructure burden 

on end customers is an increasing topic 
of debate by some politicians and bears 
monitoring, but we do not view that as 
a material risk over the near-term. In 

conclusion, we view the transportation 
sector as an area of significant opportunity 
in 2020, both from the perspective of 
valuation and fundamentals.

DISPLAY 9

SECTOR Transportation

2020 
FUNDAMENTAL 
OUTLOOK

• Fundamentals remain positive, albeit companies can experience a 
slowdown in traffic volumes 

• Ongoing investment opportunities exist through government 
infrastructure plans and privatization

• Subdued cost of debt and equity to continue to fuel companies’ 
reinvestment strategies

KEY GROWTH 
DRIVERS

• Traffic growth, particularly in emerging markets and for airports
• Efficiency improvements, mainly for the rail segment
• Investment opportunities from auctions, unsolicited bids, privatization

RISK FACTORS 
TO MONITOR

• Regulatory review, with potential resetting of regulated rate of returns
• Traffic slow down

BEST IDEAS • Toll Roads
• Airports

Global transportation needs are large and represent a meaningful 
opportunity over the coming years:

DISPLAY 10
Aggregate Global Transportation Needs 2017-2035
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Source: McKinsey Global Institute, Bridging Infrastructure Gaps: Has the World Made Progress? 
Report date: October 2017. Forecasts and/or estimates provided herein are subject to change and 
may not actually come to pass.
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A Comment on a U.S. 
Infrastructure Plan
With the U.S. presidential election 
coming up, talk of an infrastructure 
spending plan has once again resurfaced, 
with candidate Joe Biden advocating for 
$1.3 trillion in infrastructure spending, 
and other candidates similarly expressing 
the need for a significant increase in 
infrastructure spending. Our view 
with regard to a federal infrastructure 
plan in the U.S. remains as before—
implementation of an effective plan at 
the federal level would be challenging, as 
much of U.S. infrastructure is planned 
and funded at the state and local 
municipal level. We do not view a U.S. 
infrastructure plan as a prerequisite to 
be bullish on infrastructure equities; 
however, approval of such a plan 
would likely be additive to the already 
favorable fundamental backdrop for 
most U.S.-located infrastructure assets. 
Outside of a federal plan, we continue 
to see progress in the U.S. on private 
funding for transportation infrastructure 
initiatives in particular, with a number 
of airport and construction groups 
participating in various airport projects 
around the U.S. Certainly from a needs 
perspective, U.S. infrastructure remains 

a large opportunity, as studies on the 
state of U.S. infrastructure continue to 
indicate material deficiencies relative 
to appropriate levels. According to the 
American Society of Civil Engineers most 
recent Infrastructure Report Card, in 
which America’s cumulative grade was 
deemed to be a D+ (Poor, At Risk), total 

spending needs are in the trillions of 
dollars over the near term. 

Outside of the U.S., we continue to see 
robust opportunities for investment, with 
sizable government sponsored programs 
in Australia, various countries in Europe, 
and broadly in emerging markets.

DISPLAY 11
Cumulative U.S. Infrastructure Spending Needs 2016-2025 in Billions 
of Dollars
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Forecasts and/or estimates provided herein are subject to change and may not actually come to pass.
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Valuation Considerations
From a valuation standpoint, we have 
maintained the view for some time that 
the infrastructure securities market is 
neither universally cheap nor universally 
expensive. We continue to hold this 
view at the outset of 2020. Some sectors 
within infrastructure continue to trade 
near peak valuation levels, most notably 
the “defensive” areas of utilities and 
communications infrastructure, but as we 
have argued in the past, we believe these 
premium valuations may persist for some 
time. Outside of these areas, we have a 
more constructive view on valuation and 
see ample opportunities to own high-
quality assets at discounts to private 
market infrastructure value. In terms 
of risks for the sector in 2020 from a 
valuation perspective, we do view higher 
interest rates and broader market rotation 
into “cyclical” companies as potential 
near-term risks, but this shift has already 
occurred to some degree. Furthermore, 
we would reiterate that many areas of 
infrastructure are likely to benefit from 
a reacceleration of the economic cycle, 
should it occur, most notably in the areas 
of transportation and energy.

Long-term Investment Proposition 
for Listed Infrastructure and 
Investment Characteristics 
In summary, we remain constructive on 
infrastructure securities at the outset of 
2020 and believe it can play a defensive, 
stabilizing role relative to investors other 
equity allocations.

Furthermore, we believe some allocation 
to infrastructure securities may be 
particularly prudent in the current 
environment given the ongoing presence 
of geopolitical uncertainties and 
some “late cycle” signs in a number 
of countries. While an allocation to 
listed infrastructure securities may be 
particularly favorable in this part of 
the economic cycle and with a number 
of global macro risks still present, it 
is important to keep in mind that 
infrastructure securities can play a 
valuable role within an investor’s overall 
asset allocation due to a number of 
characteristics that persist throughout the 
economic/business cycle:

• FAVORABLE RISK-ADJUSTED RETURNS2

– On a historical basis, global 
infrastructure securities have 
generated higher returns with lower 
volatility relative to global equities

– Prospectively, infrastructure 
companies are expected to continue 
to produce strong, stable cash flows 
despite general market uncertainty

• ASSET CLASS WITH GROWTH

– Infrastructure offers a baseline level 
of growth equal to GDP growth in 
the countries where the assets are 
domiciled; in other instances, where 
there is a secular growth theme, 
growth can be much higher

– Infrastructure spending plans in 
various countries, should they 
materialize, may provide for growth 
rates in excess of GDP for assets 
within those countries

• INFLATION HEDGE

– On a historical basis, global 
infrastructure securities have 
performed better in high 
inflation environments relative to 
global equities

– For many companies, cash flows 
are explicitly hedged to inflation 
either through the terms of the 
regulatory compact or commercial/
concession contracts

• AN ABILITY TO GENERATE 
CURRENT INCOME

– Global infrastructure securities 
have frequently offered an above-
average dividend yield relative to 
global equities

In addition, given the ongoing need for 
developed economies to repair, replace, 
and augment existing infrastructure, 
developing economies to construct new 
networks to meet the needs of their 
growing populations, and all economies 
to adjust their infrastructure networks to 
accommodate and adapt to technological 
innovation, we anticipate solid growth 
and return prospects for infrastructure 
going forward. With their imbedded 
and largely inelastic demand profile, 
high barriers to entry, and above market-
average growth rates in many asset 
types and geographic regions, we believe 
infrastructure securities are poised to 
continue to provide the favorable risk-
adjusted profile relative to other assets 
that they have in the past.

2 Source: Morningstar, Morgan Stanley Investment Management. Data for the period July 14, 2008 through December 31, 2019. Returns as measured by 
annualized returns, volatility as measured by quarterly standard deviation. Global infrastructure securities is represented by Dow Jones Brookfield Global 
Infrastructure Index, global equities by Standard & Poor’s Global BMI Index. The Dow Jones Brookfield Global Infrastructure Index was first calculated 
on July 14, 2008, at the market close. Past Performance is not indicative of future results. The information shown herein is provided for illustrative 
purposes only and not representative of any Morgan Stanley product or strategy. It is not possible to invest directly in an index.
Investing involves risks including the possible loss of principal. Diversification does not protect an investor against a loss in a particular market; however it 
allows an investor to spread that risk across various asset classes. Equity securities are more volatile than bonds and subject to greater risks. Companies 
within the infrastructure industry are subject to a variety of factors that may adversely affect their business or operations. Investments in foreign markets 
entail special risks such as currency, political, economic, and market risks.
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Risk Considerations

Diversification does not protect you against a loss in a particular market; however it allows you to spread that risk across various 
asset classes.

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 in 
this strategy. Please be aware that this strategy may be subject to certain additional risks. Companies within the infrastructure 
industry are subject to a variety of factors that may adversely affect their business or operations, including high interest, leverage 
and regulatory costs, difficulty raising capital, the effect of an economic slowdown or recession and surplus capacity, and increased 
competition. Other risks include technological innovation, significant changes in the number of end-users, an increasing deregulatory 
environment, natural and environmental risks, and terrorist attacks. In general, equity 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. Investments in small- and medium-capitalization companies tend to be more volatile and less liquid than those of larger, 
more established, companies. The risks of investing in emerging market countries are greater than risks associated with investments 
in foreign developed markets. Non-diversified 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. Illiquid securities may be more difficult to sell and 
value than publicly traded securities (liquidity risk).

RISK/RETURN DEFINITIONS
Standard Deviation measures how widely individual performance returns, 
within a performance series, are dispersed from the average or mean value.
Dow Jones Brookfield Global Infrastructure Index is a free float-adjusted 
market capitalization weighted index that measures the stock performance 
of companies that exhibit strong infrastructure characteristics. The Index 
intends to measure all sectors of the infrastructure market. The Standard 
& Poor’s Global BMI Index is a broad market index designed to capture 
exposure to equities in all countries in the world that meet minimum size 
and liquidity requirements. The index includes developed and emerging 
market countries. The indexes are unmanaged and returns do not include 
any sales charges or fees. Such costs would lower performance. It is not 
possible to invest directly in an index.
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for use in Hong Kong and shall only be made available to “professional 
investors” as defined under the Securities and Futures Ordinance of Hong 
Kong (Cap 571). The contents of this document have not been reviewed 
nor approved by any regulatory authority including the Securities and 
Futures Commission in Hong Kong. Accordingly, save where an exemption 
is available under the relevant law, this document shall not be issued, 
circulated, distributed, directed at, or made available to, the public in Hong 
Kong. Singapore: This document should not be considered to be the subject 
of an invitation for subscription or purchase, whether directly or indirectly, 
to the public or any member of the public in Singapore other than (i) to 
an institutional investor under section 304 of the Securities and Futures 
Act, Chapter 289 of Singapore (“SFA”); (ii) to a “relevant person” (which 
includes an accredited investor) pursuant to section 305 of the SFA, and 
such distribution is in accordance with the conditions specified in section 
305 of the SFA; or (iii) otherwise pursuant to, and in accordance with the 
conditions of, any other applicable provision of the SFA. This publication 
has not been reviewed by the Monetary Authority of Singapore. Australia: 
This publication is disseminated in Australia by Morgan Stanley Investment 
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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.
Japan: For professional investors, this document is circulated or distributed for 
informational purposes only. For those who are not professional investors, this 
document 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 document 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.
IMPORTANT INFORMATION
EMEA: This communication has been issued by Morgan Stanley Investment 
Management Limited (“MSIM”). Authorized and regulated by the Financial 
Conduct Authority. Registered in England No. 1981121. Registered Office: 
25 Cabot Square, Canary Wharf, London E14 4QA.
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. 
Prior to investing, investors should carefully review the strategy’s/product’s 
relevant offering document. There are important differences in how the 
strategy is carried out in each of the investment vehicles.
A separately managed account may not be suitable for all investors. 
Separate accounts managed according to the Strategy include a number 
of securities and will not necessarily track the performance of any index. 
Please consider the investment objectives, risks and fees of the Strategy 
carefully before investing.
The views and opinions are those of the author or the investment team 
as of the date of preparation of this material and are subject to change at 
any time due to market 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 teams 
at Morgan Stanley Investment Management (MSIM) or the views of the 
firm as a whole, and may not be reflected in all the strategies and products 
that the Firm offers.
Forecasts and/or estimates provided herein are subject to change and may 
not actually come to pass. Information regarding expected market returns 
and market outlooks is based on the research, analysis and opinions of 
the authors or the investment team. These conclusions are speculative in 
nature, may not come to pass and are not intended to predict the future 
performance of any specific Morgan Stanley Investment Management product.
Certain information herein is based on data obtained from third party sources 
believed to be reliable. However, we have not verified this information, and 
we make no representations whatsoever as to its accuracy or completeness. 
This material is a general communication, which is not impartial and all 
information provided has been prepared solely for informational and 
educational purposes and does not constitute an offer or a recommendation 
to buy or sell any particular security or to adopt any specific investment 
strategy. The information herein has not been based on a consideration of any 
individual investor circumstances and is not investment advice, nor should it 
be construed in any way as tax, accounting, legal or regulatory advice. To that 
end, investors should seek independent legal and financial advice, including 
advice as to tax consequences, before making any investment decision.
Charts and graphs provided herein are for illustrative purposes only. Past 
performance is no guarantee of future results.
The indexes are unmanaged and do not include any expenses, fees or sales 
charges. It is not possible to invest directly in an index. 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 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.
MSIM has not authorized financial intermediaries to use and to distribute 
this document, unless such use and distribution is made in accordance with 
applicable law and regulation. MSIM shall not be liable for, nor accepts 
any liability for, the use or misuse of this document by any such financial 
intermediary.
This document may be translated into other languages. Where such a 
translation is made this English version remains definitive. If there are any 
discrepancies between the English version and any version of this document 
in another language, the English version shall prevail.
The whole or any part of this work may not be reproduced, copied or 
transmitted or any of its contents disclosed to third parties without MSIM’s 
express written consent. All information contained herein is proprietary 
and is protected under copyright law.
Morgan Stanley Investment Management is the asset management division 
of Morgan Stanley.
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