Global Balanced
Income Fund
Delivering steady income
for six years

Source: MSIM, 31 March 2021. Past performance is not a reliable indicator of future returns.

The MS INVF Global Balanced Income Fund is managed by the Global Balanced
Risk Control (GBaR) team. The team oversees US$24.1 billion in client assets as of
31 March 2021.
Team members may change without notice from time to time.

To learn more about this
fund please contact us:

morganstanley.com/im/GBI
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Risk Considerations
• The value of bonds are likely to decrease if interest rates rise and vice versa.
• The value of financial derivative instruments are highly sensitive and may
result in losses in excess of the amount invested by the Sub-Fund.
• Issuers may not be able to repay their debts, if this happens the value of your
investment will decrease. This risk is higher where the fund invests in a bond
with a lower credit rating.
• The fund relies on other parties to fulfill certain services, investments or
transactions. If these parties become insolvent, it may expose the fund to
financial loss.
• There may be an insufficient number of buyers or sellers which may affect
the funds ability to buy or sell securities.
• There are increased risks of investing in emerging markets as political, legal
and operational systems may be less developed than in developed markets.

• The derivative strategy aims to increase the income paid to investors, but
there is potential for the fund to suffer losses.
• Past performance is not a reliable indicator of future results. Returns may
increase or decrease as a result of currency fluctuations. The value of
investments and the income from them can go down as well as up and
investors may lose all or a substantial portion of his or her investment.
• The value of the investments and the income from them will vary and there
can be no assurance that the Fund will achieve its investment objectives.
• Investments may be in a variety of currencies and therefore changes in rates of
exchange between currencies may cause the value of investments to decrease
or increase. Furthermore, the value of investments may be adversely affected
by fluctuations in exchange rates between the investor’s reference currency
and the base currency of the investments.

Going beyond the traditional
Morgan Stanley Investment Funds (MS INVF)
Global Balanced Income Fund offers an enhanced
and diversified1 stream of income by going beyond
traditional income-generating investments. The
feature that distinguishes the Fund is that it targets
an attractive, stable income of 4% p.a.2
1

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.
This is the level of income targeted in portfolios with a 4%-10% volatility target range. The income target is reviewed
annually. Targets provided are indicative only and are not guaranteed in any way. 4% is the 2020 target income
estimate for the euro share class, 5.5% for the US dollar, 4.5% for AUD and 4.5% for GBP share class. When income
for any share class is paid from capital, the result will be a reduction of the capital that the Fund has available for
investment in respect of that share class.
2

“By combining
traditional sources
of income — such
as interest and
dividends — with
income from the sale
of put options, it is
possible to generate
income regardless
of the prevailing
yield environment.”
—Andrew Harmstone

Selling put options to generate additional income
4% INCOME TARGET 2
The team’s innovative approach seeks to produce
an attractive and consistent stream of income and
capital growth. The process incorporates access
to the options markets within an established
asset allocation strategy. Together, these
two income sources are expected to
produce 4% in annual income.

DIFFERENTIATED
INCOME SOURCE

A STABLE RISK PROFILE
The fund’s underlying strategy is to invest in an array of
global asset classes—including equities and fixed income—in
proportions determined by a time-tested, risk-controlled process.
For investors, the benefit is a stable risk profile.
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In addition to yields from
traditional asset classes,
the team seeks to generate
income through the sale
of put options on major
equity indexes. This offers
investors a differentiated
source of income that is not
dependent on the current
yield environment.

Stable risk profile with diverse sources of income
MS INVF Global Balanced Income Fund, 4%-10% volatility target
Share class Z performance net of fees (euro) as of 31 March 2021

Rate of return has exceeded level of risk
Annualised Return

9.66%

Two targeted sources of income

9.21%
4.81%

Standard Deviation
3.98%

4.75%

3.10%

4.83%

6.57%

4.68%

5.08%

0.8%

5.70%
4.00%

Traditional

3.12%

-3.32%

Sharpe Ratio

2019

2018

2017

2016

2015

-0.30

2.40

-1.23

1.64

1.09

0.77

2014*

Premium income
received from the
sale of put options

3.2%

-6.23%
2020

Non-traditional

4%
income
target

Income from
interest and
dividends

2.92%

SI Ann

0.59

Source: MSIM, 31 March 2021. 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 sources for all performance and Index data is Morgan Stanley Investment Management.

Volatility target is an indicative range. The Fund results shown are net of investment advisory/management fees, are quoted in euros and include the reinvestment of
dividends and income. There can be no assurance that any portfolio will achieve its investment objective or target returns. There is no assurance that these targets will
be attained. Inception date of the Z (institutional) share class is 31 July 2014.* Return figures for periods less than one year are not annualised. The breakdown provided
for the targeted sources of income in the above diagram is for the euro share class for 2020. For the US dollar share class with a 5.5% income target, we estimate that
0.8% will come from interest and dividends, 3.2% from selling puts and 1.5% from hedging. For the AUD share class with a 4.5% income target we estimate 0.8% from
interest and dividends, 3.2% from selling puts and 0.5% from hedging. For the GBP share class with a 4.5% income target, we estimate that 0.8% will come from interest
and dividends, 3.2% from selling puts and 0.5% from hedging.
SOLUTIONS & MULTI-ASSET

|

MORGAN STANLEY INVESTMENT MANAGEMENT

3

Key distinctions

INNOVATIVE APPROACH TO INCOME
• Seeking to provide an attractive, consistent stream of income.
• Asset allocation and income generation processes are separate.
As a result, we are not forced to skew our portfolios toward asset
classes that generate attractive income.

INCOME-ORIENTED PROCESS
• We have identified what we believe to be the optimal strategy for income
generation, through selling put options whilst maintaining the portfolio’s desired
risk and return characteristics.

TIME-TESTED PROCESS
• Volatility-targeting process aims to provide a stable risk profile
• Under the leadership of Andrew Harmstone, the GBaR team has managed multi-asset, risk-controlled
portfolios since 2009.

AN ACADEMICALLY RIGOROUS APPROACH
• Grounded in portfolio theory with enhanced efficient frontier analysis.
• Combines a flexible investment approach with the advantages of quantitative implementation.

DYNAMIC POSITIONING
• Flexibility to move between assets, the goal being to benefit from compelling tactical opportunities.
• Rebalanced as market conditions warrant, adjusting the asset mix to reflect the portfolio’s target volatility.

4
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DEFINITIONS
Volatility is a statistical measure of the dispersion of returns for a given security or market
index. The team measures volatility on an ex-ante (forward-looking) basis using the
manager’s proprietary risk management system. Targets are typical ranges. Put Option
is a contract that provides the purchaser the right (but not the obligation) to sell a futures
contract at an agreed price (the strike price) at any time during the life of the option. A put
option is purchased in the expectation of a decline in price. Index futures are based on the
projected movement of a share price index, such as the FTSE 100. Quantitative traits or
characteristics that can be measured with numbers. Option Writing Strategy is writing
put options involves the risk that the Portfolio may be required to buy the underlying
security or instrument (or settle in cash an amount of equal value) at a disadvantageous
price or above the market price of such underlying security or instrument, at the time the
option is exercised. There are special risks associated with selling put options which expose
the Portfolio to potentially significant loss. The Asset Allocation strategies provide the
Investment Adviser with wide discretion to allocate between different asset classes. From
time to time, the Asset Allocation may have significant exposure to a single or limited
number of fixed income or equity asset classes. Accordingly, the relative relevance of the
risks associated with equity securities, Fixed Income Securities and derivatives will fluctuate
over time. Investments in derivative instruments carry certain inherent risks such as the
risk of counter party default and before investing you should ensure you fully understand
these risks. Use of leverage may also magnify losses as well as gains to the extent that
leverage is employed. These investments are designed for investors who understand and
are willing to accept these risks. Performance may be volatile, and an investor could lose
all or a substantial portion of his or her investment. Yields are subject to change with
economic conditions. Yield is only one factor that should be considered when making an
investment decision.
DISTRIBUTION
This communication is only intended for and will be only 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 U.S. persons.
Ireland: MSIM Fund Management (Ireland) Limited. Registered Office: The Observatory,
7-11 Sir John Rogerson’s Quay, Dublin 2, D02 VC42, Ireland. Registered in Ireland as
a private company limited by shares under company number 616661. MSIM Fund
Management (Ireland) Limited is regulated by the Central Bank of Ireland. 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
701 and 702, Level 7, Gate Precinct Building 3, Dubai International Financial Centre, Dubai,

506501, United Arab Emirates. Telephone: +97 (0)14 709 7158). Germany: MSIM Fund
Management (Ireland) Limited Niederlassung Deutschland, Grosse Gallusstrasse 18,
60312 Frankfurt am Main, Germany (Gattung: Zweigniederlassung (FDI) gem. § 53b
KWG). Italy: MSIM Fund Management (Ireland)Limited, Milan Branch (Sede Secondaria
di Milano) is a branch of MSIM Fund Management (Ireland) Limited, a company registered
in Ireland, regulated by the Central Bank of Ireland and whose registered office is at The
Observatory, 7-11 Sir John Rogerson’s Quay, Dublin 2, D02 VC42, Ireland. MSIM Fund
Management (Ireland) 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 11488280964. The Netherlands: MSIM Fund Management
(Ireland) Limited, Rembrandt Tower, 11th Floor Amstelplein 1 1096HA, Netherlands.
Telephone: 31 2-0462-1300. Morgan Stanley Investment Management is a branch office
of MSIM Fund Management (Ireland) Limited. MSIM Fund Management (Ireland) Limited
is regulated by the Central Bank of Ireland. France: MSIM Fund Management (Ireland)
Limited, Paris Branch is a branch of MSIM Fund Management (Ireland) Limited, a company
registered in Ireland, regulated by the Central Bank of Ireland and whose registered office
is at The Observatory, 7-11 Sir John Rogerson’s Quay, Dublin 2, D02 VC42, Ireland. MSIM
Fund Management (Ireland) Limited Paris Branch with seat at 61 rue de Monceau 75008
Paris, France, is registered in France with company number 890 071 863 RCS. Spain:
MSIM Fund Management (Ireland) Limited, Sucursal en España is a branch of MSIM Fund
Management (Ireland) Limited, a company registered in Ireland, regulated by the Central
Bank of Ireland and whose registered office is at The Observatory, 7-11 Sir John Rogerson’s
Quay, Dublin 2, D02 VC42, Ireland. MSIM Fund Management (Ireland) Limited, Sucursal en
España with seat in Calle Serrano 55, 28006, Madrid, Spain, is registered in Spain with tax
identification number W0058820B. 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 accepts
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

IMPORTANT INFORMATION
EMEA: This marketing communication has been issued by MSIM Fund Management
(Ireland) Limited. MSIM Fund Management (Ireland) Limited is regulated by the
Central Bank of Ireland. MSIM Fund Management (Ireland) Limited 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.
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 from the Registered Office:
European Bank and Business Centre, 6B route de Trèves, L-2633 Senningerberg, R.C.S.
Luxemburg B 29 192. In addition, all Italian investors should refer to the ‘Extended
Application Form’, and all Hong Kong investors should refer to the ‘Additional
Information for Hong Kong Investors’ section, outlined within the Prospectus.
Copies of the Prospectus, KIID, the Articles of Incorporation and the annual and
semi-annual reports, in German, and further information can be obtained free of
charge from the representative in Switzerland. The representative in Switzerland
is Carnegie Fund Services S.A., 11, rue du Général-Dufour, 1204 Geneva. The paying
agent in Switzerland is Banque Cantonale de Genève, 17, quai de l’Ile, 1204 Geneva.
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.
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.

All investments involve risks, including the possible loss of principal. 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 views and opinions expressed are those of the portfolio management team
at the time of writing/of this presentation and are subject to change at any time
due to market, economic, or other conditions, and may not necessarily come to
pass. These comments are not representative of the opinions and views of the firm
as a whole. Charts and graphs provided herein are for illustrative purposes only.
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 applicable European or 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. MSIM shall not be liable for, and accepts no liability for, the
use or misuse of this document by any such ﬁnancial intermediary. If you are a
distributor of the Morgan Stanley Investment Funds, some or all of the funds or
shares in individual funds may be available for distribution. Please refer to your
sub-distribution agreement for these details before forwarding fund information
to your clients.
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.
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.
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