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Measuring Our 
Delivery of Value



Message from the Board

Dear Investor,

We are pleased to present this Assessment of Value report covering 
calendar year 2022. This year, we again turned to an independent 
third party consultancy to provide an expert opinion on the review we 
conducted internally. We are pleased to say that all funds are continuing 
to deliver overall value.

The significant volatility (i.e. ups and downs) in stock and bond prices 
during 2022 posed a significant challenge for investment funds. A number 
of funds, including some of our own, saw declines in their overall value 
and when compared to competitor funds. Three of our more highly 
concentrated funds in particular were affected by these conditions, as 
detailed in the body of the report.

All of our equity funds are designed to be long-term investments. We 
recommend holding them for at least 3 to 5 years. Consistent with this 
timeframe, these funds will continue to hold high-conviction equities 
regardless of market environments, since predicting positive or negative 
market moves can be tricky. As was the case in 2022, this can at times 
result in significant short-term changes in price. However, this does not 
alter the long-term validity of the approach of staying in the market 
through all types of conditions. 

This year we have added a new category of evaluation: sustainability. 
We are pleased to report that all three of our funds with a sustainable 
objective have met their commitments in this area. 

We wish to thank outgoing Executive Director Jayne Rogers for her 
service to the Board, and to welcome Barry Hunt as the new Executive 
Director and Chris Van Aeken as an additional non-executive director. The 
independent directors now form a majority of the Board.

Respectfully,

Simon Ellis
on behalf of the Board of the Authorised Corporate Director
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Findings at a Glance

The table below shows each fund's results in the seven categories of evaluation required by regulation, 
as well as our own sustainability category, plus an overall assessment. Based on the results across all 
categories, the funds were determined to have delivered value. The categories and findings are described 
more fully on the following pages.

QUALITY OF SERVICE  The range and quality of services provided to the funds and to investors.

GENERAL COSTS  What investors pay for the services they and the funds receive.

ECONOMIES OF SCALE  Any reductions in investor costs made possible by increases in the size of a fund.

COMPARABLE SERVICES  What Morgan Stanley charges similar funds for comparable services.

COMPARABLE MARKET RATES  What the funds pay for services compared to what other funds 
are paying.

CLASSES OF SHARES  Whether all investors are in the most appropriate share class.

SUSTAINABILITY  How well those funds with sustainability standards have adhered to those standards.

PERFORMANCE  Whether each fund has met its stated investment objective.

QUALITY OF 
SERVICE

GENERAL 
COSTS

ECONOMIES 
OF SCALE

COMPARABLE 
SERVICES

COMPARABLE 
RATES

CLASSES 
OF SHARES

SUSTAIN-
ABILITY

PER-
FORMANCE OVERALL

Developing Opportunity         

Global Balanced Income         
Global Balanced Sustainable         

Global Brands Equity Income         

Global Brands         

Global Insight         

Global Sustain         

Sterling Corporate Bond         

Sustainable Fixed Income 
Opportunities         

US Advantage         

KEY   Delivering value   Delivering value but monitoring required   Not delivering value; action required  Not applicable
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Findings in Detail

This assessment addressed:
•  The services provided by the Authorised 

Corporate Director (ACD), the investment 
manager and the firms the ACD has chosen 
to provide critical services, such as the 
depository and the transfer agent

•  How well we engage and communicate 
with investors

Experienced executives and managers 
perform the services. The Board of the ACD 
includes a majority of independent directors, 
and all directors have extensive investment 
industry experience and together bring a 
diversity of expertise and viewpoints. The 
Board meets at least four times a year 
and its members are fully engaged in their 
responsibilities.

Teams of industry professionals manage 
fund assets, led by portfolio managers with 
an average of over 20 years of experience. 
An independent investment oversight team 
regularly reviews each fund to ensure that 
the investment manager is implementing 
strategies as intended. For those funds whose 
investment objectives include a sustainability 
commitment, a dedicated team is responsible 
for implementing the sustainability business 

strategy and governance processes set by 
Morgan Stanley Investment Management 
(MSIM), and for supporting the integration 
and evolution of ESG (environmental, social 
and governance) investment programs. 
For Global Balanced Sustainable Fund, 
Global Sustain Fund and Sustainable Fixed 
Income Opportunities Fund, the team also 
oversees development and implementation 
of the sustainability policy, a more intensive 
application of ESG principles.

For independence and service quality, the 
ACD delegates certain responsibilities to 
outside providers. These service providers 
are leaders in their specialties and all of them 
delivered good service during the report 
period. An MSIM team with extensive industry 
experience oversees these service providers. 
Through the report period, all major service 
providers maintained low risk ratings, and 
the oversight team tracked these providers 
regularly against key performance indicators.

During the report period we did not 
receive any client complaints on any issue. 
We also were pleased to note increased 
client engagement as measured across all 
communications channels, such as websites, 
webinars, social media and direct engagement.

Quality of Service

Ongoing costs for investors consist of those 
for investment management, administration 
and the depository as well as for operating 
expenses. In this assessment we considered 
internal costs paid by the funds and reviewed 

the governance and oversight of expenses. 
The information about expense caps in 
the next category, "Economies of Scale", is 
relevant to this topic.

General Costs

FOCUS 
The range and quality of 
services provided to the 
funds and to investors.

FINDING 
All funds are receiving a 
high standard of service.

FOCUS 
What investors pay for 
the services they and 
the funds receive.

FINDING 
Ongoing fees and 
charges are appropriate 
for the size and 
complexity of the funds.
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As a fund grows in size, it has the potential to 
reduce ongoing fees as a result of efficiencies 
made possible by this growth (economies of 
scale). Another way to limit the costs paid by 
investors is to set a voluntary cap on them. 
All of the funds in this report have such caps. 

To the extent that a fund's actual costs fall 
below its cap because of economies of scale, 
investors are charged the actual costs. To 
the extent the actual costs exceed the cap, 
the ACD pays all costs above the cap out 
of its own resources. This helps ensure that 
investor fees are fair and reasonable whether 
economies of scale have been achieved or not.

During the previous report period (calendar 
2021), two funds saw significant savings in 
non-management fees from economies of 
scale, to the point where their actual total 
fees were lower than the cap. During the 
current report period, one of these funds 
switched back to having its fees reduced by 
the cap, while the other, Global Brands Fund, 
saw its actual costs remain below its cap.

The ACD regularly monitors both absolute 
and competitive costs for the funds, and 
determines where to set the fee caps through 
a combination of cost analysis and comparison 
with industry cost levels.

Economies of Scale

This assessment is based on a review of 
other Morgan Stanley funds that have similar 
investment objectives and policies as well as 
similar levels of assets. The funds used for 
comparison are based in the UK, Luxembourg 
and the US. Where service levels, regulatory 

costs or operational requirements were 
different, we adjusted for these differences so 
that our comparisons would truly be made on 
an equal basis.

Comparable Services

For this assessment, we reviewed the annual 
fees and charges each share class paid to 
service providers and compared them with 
the fees and charges paid by comparable 
shares in similar UK-registered funds. This 
review considered how some costs tend to 
vary from fund to fund based on certain 
factors, such as investment style, objective, 
type of share class, and whether the fund is 
passively managed (such as an index fund) or 
actively managed by a management team.

Our analysis indicated that the costs 
paid by one fund, Global Brands Equity 
Income Fund, were high by comparison to 

comparable funds. The Board requested a 
review as part of the 2022 Assessment of 
Value. In analysing the fund, the current 
fees are considered appropriate taking into 
account the fund is designed to offer the 
benefits of Global Brands with an additional 
management process providing a higher and 
consistent level of income. While the fund's 
performance for 2022 was negative, its 
strong long-term returns support its current 
investment approach of offering the Global 
Brands strategy with an additional income 
overlay element.

Comparable Market Rates

FOCUS 
Any reductions in 
investor costs made 
possible by growth of a 
fund's total assets.

FINDING 
During the report 
period, one fund 
achieved this, but 
cost caps maintained 
reasonable cost levels 
in all other funds.

FOCUS 
What Morgan Stanley 
charges its alternative 
investment funds for 
similar services.

FINDING 
Overall, service fees 
are equivalent to what 
these funds pay. 

FOCUS 
What the funds pay 
for services compared 
to what other funds 
are paying.

FINDING 
Overall, investors in all 
share classes are paying 
competitive rates for 
services; the fee caps 
have kept investor costs 
fair and reasonable.



6

For this assessment, we reviewed every 
shareholder recorded in the official register of 
shares to see if there were any other classes 
they were eligible to invest in. We based this 
assessment on which share classes an investor 
was eligible to own (as described in the 
prospectus) and the investor's level of assets. 
We then determined whether any of these 
other classes would be more advantageous.

For the report period, we found that every 
registered investor is currently invested in the 
most beneficial class for their eligibility and 
investment size.

Classes of Shares
FOCUS 
Whether all investors 
are in the most 
appropriate share class.

FINDING 
All investors are in 
the most beneficial 
share class for which 
they qualify.

Although sustainability is not among the metrics 
required for this report, we are taking this 
opportunity to report to investors on how the 
relevant funds have performed in this regard.

As noted in the table on page 3, the three 
funds that incorporate sustainability into their 
investment objective — Global Balanced 
Sustainable Fund, Global Sustain Fund, and 
Sustainable Fixed Income Opportunities 
Fund — are all considered to be meeting their 
stated sustainability commitments and to be 
offering value.

What we reviewed
Each of the three funds mentioned above has 
specific ESG analysts and a lead sustainabiity 
professional. Each fund 's investment team 
also has its own strategy and approach 
to incorporating sustainability into the 
investment process. These measures are often 
implemented through direct engagement 
with investee companies and the exclusion 
of securities from issuers that participate 
in controversial industries or activities. To 
assess how well the funds were meeting their 
commitments, we reviewed them with each 
investment team.

On the question of delivering value, none of 
the three funds charges a premium for its 
sustainability-related activities, so there is no 

direct way to make comparisons. However, 
we do internally measure the costs of these 
activities. For all three funds, total costs 
during the report period were lower than the 
average for their investment universe. For 
Global Sustain Fund and Sustainable Fixed 
Income Opportunities Fund, these costs are 
also lower than their respective peer groups, 
while those for Global Balanced Sustainable 
Fund are in line with its peer group.

Groups participating in the review
Sustainability Council  This council of 
senior leaders advises on MSIM's sustainable 
investing strategy, culture and processes. The 
council is co-chaired by the Global Head of 
Sustainability for Investment Management.

MSIM Sustainability Team  This team 
executes MSIM's sustainable investing business 
strategy in partnership with investment teams.

MSIM Global Stewardship Team  This 
team coordinates our stewardship and 
investee engagement activities alongside our 
investment teams.

Sustainability Team Leads  Our largest 
investment teams have generally appointed 
at least one dedicated Sustainable Investing 
specialist to coordinate and support ESG work 
for that investment team. 

Sustainability
FOCUS 
Whether those funds 
with sustainability in 
their objectives have 
met their sustainability 
standards.

FINDING 
All three funds with 
sustainability in their 
objectives met their 
standards throughout 
the report period.
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Performance

Past performance is not a reliable indicator of future results. Returns may increase or decrease as a result of currency fluctuations. 
All performance data is calculated NAV to NAV, net of fees, and does not take account of commissions and costs incurred on 
the issue and redemption of units. The source for all performance and Index data is Morgan Stanley Investment Management.

FOCUS 
Whether each fund 
has met its stated 
investment objective.

FINDING 
As noted in the table  
on page 3, there  
were three instances  
where value was 
delivered but could 
be improved. These 
instances are addressed 
under the general 
narrative for each of the 
affected funds.

How we assessed performance 
To assess performance, we considered each 
fund’s investment objective and, for each share 
class, its performance against benchmarks and 
a representative peer group. In all cases, we 
did our assessments using net performance 
(performance after all fees have been deducted).

The performance tables in this section show 
average annual returns for the report period 
(calendar 2022) and since inception (noted 
"Incep"); where 3-year returns exist these are 
shown as well. The column "vs Bmk" shows 
how far above or below its benchmark a class 
has performed over the stated period. "N/A" 
indicates the class has not been in existence 
long enough to have performance to report 
for the time period indicated.

Sterling Corporate Bond Fund uses a 
target benchmark. For all other funds, the 
benchmarks shown are for comparison 
purposes only. In all cases, the securities in 
the benchmark are similar to those typically 
held by the fund and its peer group.

Developing Opportunity Fund 
The fund aims to grow your investment over  
3 to 5 years.

The fund received an amber rating based on 
its performance relative to its benchmark 
over the report period and since inception. 
We do note that the fund's performance 
relative to its peers during the report period 
(calendar 2022) was better than that for the 
previous report period (calendar 2021).

The fund manager's strategy of investing in 
a select group of stocks in which they have 
high confidence often means it does not 
invest in some of the very large companies 
whose performance strongly influences 
the performance of the benchmark. In this 
context, the outcomes are broadly within 
expectations, given a difficult environment of 
rising interest rates.

Using similar strategies in other investments 
with longer histories, the investment 
manager has demonstrated a strong long-
term track record. The focus with this fund 
therefore continues to be on identifying 
individual stocks that have attractive 
prospects over the long term (at least 3 to 5 
years) and whose performance is not closely 
tied to any particular market environment.

Given the amber rating, the Board will 
continue to monitor the fund's investment 
approach and resulting style exposures.
Annualised Returns (%)

Class 1 yr vs Bmk 3 yrs vs Bmk Incep vs Bmk

I Acc -20.05 -10.03 N/A N/A -10.61 -11.55

F Acc -19.89 -9.87 N/A N/A -10.43 -11.37
 

Global Balanced Income Fund
The fund aims to provide income and capital 
growth over 3 to 5 years. The fund aims to 
achieve its investment objective by managing 
total portfolio risk by seeking to achieve a 
target volatility level of 8%. 

The fund has a short track record, having 
launched in June 2021.

For the report period, the strategy lagged 
peers in performance but was able to 
maintain lower volatility (ups and downs in 
securities prices) as compared to these funds. 
Rather than comparing its performance to 
a benchmark, the fund seeks to manage its 
overall volatility to a target level, which it 
succeeded in doing over the report period.

Annualised Returns (%)

Class 1 yr 3 yrs Incep

I Acc -10.08 N/A -5.95

F Acc -10.00 N/A -5.91  
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Global Balanced Sustainable Fund  
The fund aims to provide income and capital 
growth over 3 to 5 years. The fund aims to 
achieve its investment objective by managing 
total portfolio risk by seeking to achieve a 
target volatility level of 8%. 

The fund has a short track record, having 
launched in June 2021.

For the report period, the strategy lagged 
peers in performance but compared 
favourably in terms of volatility (ups and 
downs in securities prices). Rather than 
comparing its performance to a benchmark, 
the fund seeks to manage its overall volatility 
to a target level, which it succeeded in doing 
over the report period.

Annualised Returns (%)

Class 1 yr 3 yrs Incep

I Acc -9.65 N/A -5.14

F Acc -9.58 N/A -5.06  

Global Brands Equity Income Fund
The fund aims to provide regular income and 
to grow your investment over 5 to 10 years.

The fund outperformed the Global Brands 
strategy over the report period. However, the 
fund lagged its benchmark and its peers during 
the same period, which was more favourable 
for strategies that focus on dividend-paying 
stocks as opposed to the enhanced income 
overlay strategy adopted by the fund.

The fund's costs were higher than the average 
costs for peers, due to the cost of the fund's 
strategy for generating a consistent level of 
income. We note, however, that the fund has 
delivered good performance over the long 
term. It has outperformed its benchmark over 
the past five years, and outperformed peers 
since inception. Further, it has consistently 

followed the same investment approach, and 
maintained risk within targets appropriate to 
that approach.

Annualised Returns (%)

Class 1 yr vs Bmk 3 yrs vs Bmk Incep vs Bmk

I Acc -6.55 -1.28 6.94 -1.43 9.48 -0.61
 

Global Brands Fund
The fund aims to grow your investment over  
5 to 10 years.

The fund has met its investment objectives and 
outperformed its benchmark for the report 
period. The fund has also outperformed its peers 
across these same time periods.

The hedged share class has outperformed its 
peers over all time periods, but has lagged its 
benchmark. Over the report period it has met its 
investment objectives and ranked favourably in 
terms of risk-adjusted performance.

Annualised Returns (%)

Class 1 yr vs Bmk 3 yrs vs Bmk Incep vs Bmk

I Acc -7.41 0.42 7.82 -0.55 12.58 2.55

I Acc H -16.71 -8.88 4.22 -4.15 5.60 -4.43

Global Insight Fund
The fund aims to grow your investment over  
3 to 5 years.

The fund has a short track record, having 
launched in May 2021.

During the report period, the market 
favoured value stocks. Consistent with its 
strategy, the fund has invested more in 
growth stocks than value stocks, which 
caused fund performance to lag. 

Because of its short track record, the 
majority of the fund's since-inception 

Past performance is not a reliable indicator of future results. Returns may increase or decrease as a result of currency fluctuations. 
All performance data is calculated NAV to NAV, net of fees, and does not take account of commissions and costs incurred on 
the issue and redemption of units. The source for all performance and Index data is Morgan Stanley Investment Management.
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Past performance is not a reliable indicator of future results. Returns may increase or decrease as a result of currency fluctuations. 
All performance data is calculated NAV to NAV, net of fees, and does not take account of commissions and costs incurred on 
the issue and redemption of units. The source for all performance and Index data is Morgan Stanley Investment Management.

performance is due to the difficult market 
conditions of calendar 2022. We do note 
that same the strategy used by the fund has 
worked well over the long term. In other 
investments managed by the investment 
manager, this same strategy has generated 
10-year returns that only slightly lag 
the benchmark, even with the negative 
performance of calendar 2022 taken 
into effect.

Given the amber rating this fund received, 
the Board will continue to monitor the fund's 
investment approach and resulting style 
exposures.

Annualised Returns (%)

Class 1 yr vs Bmk 3 yrs vs Bmk Incep vs Bmk

I Acc -51.35 -43.27 N/A N/A -37.50 -39.27

F Acc -51.23 -43.15 N/A N/A -37.35 -39.12
 

Global Sustain Fund
The fund aims to grow your investment over  
5 to 10 years. 

The fund was launched in September 2019 
and therefore has a relatively short track 
record — nearly two years less than the 
low end of its recommended holding period. 
Through the report period, the fund met 
its investment objectives and exhibited 
favourable risk-adjusted performance versus 
its peers. Absolute performance over three 
years has been ahead of peers, while slightly 
behind the benchmark.

Annualised Returns (%)

Class 1 yr vs Bmk 3 yrs vs Bmk Incep vs Bmk

I Acc -11.36 -3.53 6.35 -2.02 6.09 -1.99

F Acc -11.22 -3.39 6.52 -1.85 6.26 -1.82

I Acc H -20.24 -12.41 2.54 -5.83 2.88 -5.44

F Acc H -20.10 -12.27 2.59 -5.78 2.89 -5.43
 

Sterling Corporate Bond Fund
The fund aims to provide income while also 
growing your investment by outperforming, 
net of fees, the ICE BofAML Sterling Non-Gilts 
Index (GBP) over 1 to 3 years. 

The fund has met its investment objectives 
and outperformed its benchmark through the 
report period as well as over all time periods in 
the table below. The fund did not outperform 
its peers during the report period, but has done 
so when measured from inception.

Annualised Returns (%)

Class 1 yr vs Bmk 3 yrs vs Bmk Incep vs Bmk

I Acc -17.42 0.33 -4.62 0.24 4.21 -0.19

F Acc -17.30 0.45 -4.47 0.39 1.77 -0.09

Sustainable Fixed Income 
Opportunities Fund
The fund aims to provide income and capital 
growth over 5 years. 

The fund was launched in December 2020 
and therefore its track record is well short of 
the recommended holding period. However, 
the investment team has a strong track 
record in providing returns to investors in line 
with investment objectives.

Fund performance is not measured against 
a benchmark; rather the fund is managed 
through a flexible, active approach across 
fixed income securities. The fund has 
performed favourably against peers over the 
report period and since inception.

Annualised Returns (%)

Class 1 yr 3 yrs Incep

I Acc -8.19 N/A -4.39

F Acc -8.01 N/A -4.20
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FOR MORE INFORMATION 
All documents listed below are available on 
morganstanley.com/im.

COSTS 
 •   Descriptions of investment management, 

administration and depositary fees: 
prospectus.

 •   Actual costs for most recent year: 
Key Investor Information Document 
(calendar year), annual report (report 
period/accounting year).

PERFORMANCE 
 •   Performance of a specific share class: 

fact sheet (past 10 calendar years: per 
year, average, cumulative), Key Investor 
Information Document (past 5 calendar 
years), annual report (report period/
accounting year).

 SERVICES 
 •   Name and address of each current 

service provider and what the provider 
does: prospectus.

Past performance is not a reliable indicator of future results. Returns may increase or decrease as a result of currency fluctuations. 
All performance data is calculated NAV to NAV, net of fees, and does not take account of commissions and costs incurred on 
the issue and redemption of units. The source for all performance and Index data is Morgan Stanley Investment Management.

US Advantage Fund
The fund aims to grow your investment over  
3 to 5 years.

The fund manager’s approach is to invest 
in a select group of stocks in which it has 
a high level of confidence. This increases 
the benefits, but also risks, of each stock, 
as each one represents a comparatively 
large percentage of the fund's portfolio 
and thus has a strong influence on fund 
performance. This approach means that the 
fund's performance may be substantially 
different from that of broadly based indices 
or benchmarks, especially since the selected 
stocks did not include some of the largest 
companies that drive the bulk of index 
performance.

During the report period, this underweighting 
of large companies held back fund performance, 
with the fund lagging its benchmark and 
its peer group over one-year and five-year 
periods. The fund was also negatively affected 

by overweighting sectors that have been 
particularly sensitive to interest rate rises. 

The fund's positions during the report period 
remained true to its strategy of focusing on 
strong brand names and delivering long-
term growth. 

Given the fund's amber rating, the Board will 
continue to monitor the fund's investment 
approach and resulting style exposures.

Annualised Returns (%)

Class 1 yr vs Bmk 3 yrs vs Bmk Incep vs Bmk

I Acc -49.41 -41.62 -6.46 -17.64 4.85 -8.49

F Acc -49.26 -41.47 -6.18 -17.36 3.95 --8.19

I Acc H -56.25 -48.46 -9.54 -20.72 -9.62 -20.68

F Acc H -56.17 -48.38 -11.01 -22.19 -10.99 -22.05
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Our Evaluation Process

The Board's Role in this Value Assessment
The Board believes the annual Assessment of Value is an important report 
and warrants Board involvement as to supervision and decision-making.

As has been the case in previous reports, each Board member probed 
deeply into various points, often requesting that further information be 
developed and provided to the Board. The input of the independent third 
party consultancy also played a valuable role in the process.

Separate from these report-related activities, the Board continued to 
perform the regular ongoing reviews of all funds that have long been part 
of their duties. The Board has final approval over all Assessment of Value 
reports, directs the follow-up from the previous report's action items, and 
decides on any new action items.

If you have questions or comments, you can contact us via 
morganstanley.com/im.

Zoë Parish
Executive Director & 
CEO

Tim Cornick
Independent Non-
Executive Director

Chris Van Aeken
Independent Non-
Executive Director

Barry Hunt
Executive Director

Simon Ellis
Independent Non-
Executive Director

Progress on previous actions agreed 
by the Board
 •   Monitor comparable market rates for Global Brands Equity Income 

Fund: as noted in the section discussing comparable market rates on 
page 5, our cost analysis determined that the somewhat higher cost 
is attributable to the additional management component (an overlay 
to the Global Brands strategy that is designed to enhance investment 
income). We found the cost to be reasonable given the potential 
contribution to long-term performance the income overlay provides.

•   Discuss adding specific sustainability criteria to the next Assessment 
of Value report: the standards for measuring sustainability value and 
the methodology for applying the standards were developed and 
agreed, and a sustainability assessment has been presented for the 
first time in this report.

Current actions agreed by the Board
•    Closely monitor performance for Developing Opportunity Fund, Global 

Insight Fund and US Advantage Fund.




