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Important Information

o The Fund invests primarily in convertible bonds issued by companies organised or operating in either the developed or emerging
markets which will be denominated in global currencies.

« Investment involves risks. Key risks for this fund include High Yield Securities Risk, Credit Risk, Interest Rate Risk, Exchange Rate
Risk, Downgrading Risk, Emerging Market Currency Risk, Derivatives Risk, Unrated Securities Risk and Risk of Exposure to the
Euro and Eurozone.

o There is a risk that you may potentially lose your entire investment in this Fund.

« The investment decision is yours but you should not invest unless the intermediary who sells it to you has advised you that it is
suitable for you and has explained why, including how buying it would be consistent with your investment objectives. You should
not make any investment decision solely based on this document. Please read the relevant offering document carefully for
further fund details including risk factors.

« The Fund may use derivatives for investment or efficient portfolio management (including hedging) purposes which may expose
to higher counterparty, liquidity and valuation risks. The Fund may suffer losses from its derivatives usage.

Performance Review

In the one month period up until 31 December 2025, the Fund's A shares returned -0.28% (net of fees)', while the benchmark
returned -0.69%.

Information technology and health care were the Fund's top-performing sectors relative to the benchmark in December, both driven
by sound security selection. In information technology, a lack of exposure to a bitcoin mining company was the top relative
contributor, after the company's bonds fell in a tough month for cryptocurrencies. A lack of exposure to a provider of artificial
intelligence (A-enabled precision medical solutions was again the top contributor in health care. The company's bonds continued to
struggle in December after it reported poor third quarter earnings in the prior month. An allocation to Euro Stoxx 50 Index options
also contributed positively in a strong month for European equity markets.

Communication services and consumer discretionary were the Fund's worst-performing sectors relative to the benchmark. Relative
underperformance in both sectors was driven by challenging credit selection and underweight positions in these outperforming
sectors. In communication services, a lack of exposure to an American satellite communications company was the top individual
detractor. The company successfully launched a new satellite, which will potentially help future earnings. An underweight position
in an electric car manufacturer was the primary individual detriment in consumer discretionary.

Market Review

Global convertible bonds ended what was a strong year on a negative note in December. Similar to November, negative
performance during the month was largely driven by risk-off sentiment in cryptocurrencies, which has become one of the major
themes in the asset class. Ultimately, global convertible bonds underperformed both global equities and global bonds during the
month. The FTSE Global Focus Convertible (USD Hedged) Index returned -0.69% in December, while the MSCI All Country World
Index returned 1.04% and the Bloomberg Global Aggregate Credit Index (USD Hedged) fell -0.12%. The primary market had another
strong month in December. In total, $12.3 billion priced during the month, which is more than double the long-term monthly average
for December. Total issuance ended 2025 at $166.5 billion, which is approximately $200 million below the historical record issuance
in 20012

Strategy and Outlook

As we enter 2026, we remain constructive on the fundamentals of the global convertible bond market. In the year ahead, we
anticipate an environment characterized by decent economic growth across much of North America and Europe, softening labor
markets, elevated but likely declining core inflation, evolving monetary policy complicated by political pressure on central banks,
and supportive fiscal policy in the U.S. ahead of the midterm elections. While 2026 will not be a year without volatility, we expect
corporate balance sheets to largely remain resilient, with increasing dispersion in earnings, and valuations that adjust to more
accurately reflect this reality. While deltas remain on the higher end of the range of what is considered balanced, they have come
down over the last few months. The average delta for the FTSE Global Focus Convertible Index ended December at approximately

1Source: Morgan Stanley Investment Management. Data as of 31 December 2025.
2 Source: Bank of America. Data as of 31 December 2025.

This document constitutes a commentary and does not constitute investment advice nor a recommendation to invest. The value of
investments may rise as well as fall. Independent advice should be sought before any decision to invest.
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50%, which is down from approximately 58% at the end of September.3 We continue to believe there remains opportunity for a
well-resourced investment team to find balanced, convex convertible bonds with strong bond floors.

The resilience of the U.S. economy continues to surpass expectations, and even as we likely experience moderate deceleration in
growth this year, we expect the backdrop to remain supportive. Bloomberg's consensus economic forecast (Bloomberg consensus)
calls for 21% U.S. real GDP growth in 2026 and 2027.* This estimate is broadly in line with the Federal Reserve's (Fed) Summary of
Economic Projections released in December, where the median forecast called for 2.3% U.S. real GDP growth in 2026, followed by
2.0% in 2027.° The trajectory of the Institute for Supply Management (ISM) Services Purchasing Managers' Index (PM) is also
supportive, with the December report for November solidly in expansion territory at 52.6, an increase of 0.2 month-over-month.®
Additional notable factors that we think will likely play a supportive role in 2026 include growth in exports and a meaningful drop in
imports, consumer support from the 2025 tax and spending bill, an improving housing market, and continued growth in services.
Bloomberg consensus forecasts growth in new and existing home sales and building permits in 2026, after consistent contraction in
the balance of these metrics over the last several years.* This has been a particular weak spot in U.S. economic activity amid
elevated interest rates, and this improvement should feed through to associated sectors of the economy, particularly building
products. These supportive indicators are balanced against several indicators that should give investors reason for caution. The ISM
Manufacturing PMI for November indicated consistent contraction in manufacturing activity for nine months, showing a month-over-
month deceleration of 0.5 to 48.2, with backlog of orders and manufacturing labor two areas of particular weakness.® Softening
labor conditions were also clearly evident in the December U.S. Bureau of Labor Statistics (BLS) report, with the unemployment
rate touching more than a four-year high in November at 4.6%, and the government's U-6 underemployment rate reaching a new
cycle high of 8.5%." Labor conditions warrant ongoing monitoring; however, we assess the lion's share of softening in the labor
market to be in the rear view, and we expect some stabilization in the context of current levels in 2026.

Growth in Europe and the UK. appears to have stabilized in 2025 after a period of softness, with the expectation for slightly slower,
still positive growth in 2026 and some level of reacceleration in 2027. Bloomberg consensus calls for real GDP in the European
Union (EU) of 1.6% in 2025 to slow slightly to 14% in 2026, before returning to 1.6% in 2027.2 There is a similar trend in
expectations for the United Kingdom, where growth is expected to slow from 149% in 2025 to 11% next year, returning to 14% in
20275 In early December, the Organisation for Economic Co-operation and Development released its growth outlook for 2026,
showing growth projections of 1.7%, 12%, and 1.2% in the U.S., UK., and euro area, respectively.®

Global central banks continue to navigate a precarious period, with disparate and uncertain inflation backdrops across regions. In the
U.S., the Fed's December median projections showed the core personal consumption expenditures (PCE) price index slowing from
an expected 3.0% in 2025 to 2.5% in 2026.% This expected trajectory, coupled with a weakening labor market that is expected to
stabilize in 2026, prompted the Fed to reduce its key policy rate by a quarter-point in December, and contributed to median Fed
expectations of approximately one additional interest rate cut in 2026.> Meanwhile, market pricing calls for approximately two cuts
in 2026.* Later in December, an arguably distorted BLS report on inflation for the month of November supported this path,
registering well below expectations with a core inflation reading of 2.6%. In Europe, inflation appears lower relative to both the U.S.
and the UK, and current monetary policy reflects this. In November, core inflation in the EU was approximately 2.4%, unchanged
from the prior month, with the expectation of softening to 1.9% in 2026.% The European Central Bank (ECB) maintained its key
policy rate at 2.0% in December. In the UK, the consumer prices index including owner occupiers” housing costs (CPIH) reportedly
decreased from 3.8% in October to 3.5% in November.™® Though moving in the right direction, this preferred measure of inflation
remains historically high.'® Consensus expectations are that inflation will continue to decline in 2026, toward the Bank of England's
2% target.* The Bank of England made the decision to reduce its key policy rate to 3.75% in December. While the paths of monetary
policy for certain central banks has recently shown relative consistency, the risk of stickier inflation in certain regions, divergence in
growth backdrops, and the possibility of political influence in an election year has the potential to cause some level of divergence in
policy paths in 2026.

2025 was the second-largest year for the global convertible bond primary market on record.? While we do not expect issuance to
come close to 2025 levels or even exceed 2024's total of $119 billion,2 we still expect a healthy primary market in 2026. Despite
global interest rates generally falling in 2025, they remain relatively high compared to recent history. Further, the path of additional
interest rate cuts in 2026 remains unclear. When compared to traditional bonds, convertible bonds offer corporations a relatively
cheap way to fund their growth initiatives. Approximately 50% of 2025 issuance was used for general corporate purposes, and we
believe corporations will likely continue to tap the market for these purposes. Another source of issuance will be refinancings, as
there is approximately $110 billion in convertible bonds maturing over the next two years. With a typical tenor of five years, most of
these bonds were issued in 2021 and 2022 when interest rates were still relatively low. We believe the positive momentum in 2025
will likely carry over to the primary market in 2026, as convertible bonds continue to be an attractive option for corporations to
keep their interest expense low.

2 Source: Bank of America. Data as of 31 December 2025.

3 Source: FTSE. Data as of 31 December 2025.

4 Source: Bloomberg L.P.: Consensus Economic Forecast, Bloomberg World Interest Rate Pricing. Data as of 5 January 2026.
5 Source: Federal Reserve Summary of Economic Projections. Data as of 10 December 2025.

6 Source: Institute for Supply Management. Data as of 3 December 2025.

7 Source: U.S. Bureau of Labor Statistics. Data as of 16 December 2025.

8 Source: Organisation for Economic Co-operation and Development. Data as of 2 December 2025.

9 Source: European Central Bank Data Portal. Data as of 2 December 2025.

10 Source: United Kingdom's Office for National Statistics. Data as of 17 December 2025.
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After cryptocurrency was the dominant theme in the asset class to end 2024 and to start 2025, Al became the most prominent
theme in the global convertible bond market in the latter half of 2025. Approximately 15%-20% of global convertible bond issuance
in 2025 was from Al-related issuers.? Proceeds from the bonds were primarily used to fund capital expenditures, particularly from
bitcoin miners who are now turning their infrastructure into data centers to support the Al boom. However, Al-related issuers were a
source of volatility in 2025, as concerns around a potential Al bubble mounted in the fourth quarter. We believe caution is
warranted when investing in this part of the asset class. According to a recent Bank of America analysis, approximately 449% of Al-
related convertible bond issuers in the United States are unprofitable. This compares to 28.5% for all U.S. convertible bond issuers,
22.9% of the Russell 2000 Index, 5.2% of the Nasdag Composite Index, and 2% of the S&P 500 Index. We believe this provides an
opportunity for fundamental investors to identify the winners and losers in this emerging theme in the asset class.

In conclusion, we are transitioning into an environment where we expect growth in the U.S. to slow from the surprising high level
experienced over the last few quarters, but ultimately remain supportive, and where we think the trajectory of inflation and labor
data will Likely remain top of mind and the primary sources of episodic volatility. Geopolitical tensions in the Middle East, Eastern
Europe and South America remain elevated, and the evolving situation in Venezuela presents the possibility for deterioration or
successful conclusion. Meanwhile, legislative dysfunction continues to stymie the passage of meaningful legislation, funding-related
or otherwise, in the U.S,, and the midterm elections will likely add to the political circus. Amid an uncertain and potentially volatile
backdrop, we will continue to spend our time concentrating on what we do best — focusing on bottom-up fundamental research
with a discerning eye on relative value, as we seek to generate positive risk-adjusted alpha for our clients.

For further information, please contact your Morgan Stanley Investment Management representative.

Fund Facts
Launch date 17 July 2002
Base currency U.S. dollars

Benchmark

Custom- Blended Benchmark

Calendar Year Returns (%)

Past performance is not a reliable indicator of future results.
YTD 2025 2024 2023

2022 2021 2020 2019 2018 2017 2016

Class A Shares 10.95 10.95 535 .97
Blended Benchmark 1377 1377 862 9.84

-12.95 337 21.69 14.26 Lk 5.54 126
-16.00 -1M 22.84 1310 -3.01 6.00 159

Investment involves risks. All performance data is calculated NAV to NAV, net of fees, and assume the reinvestment of all
dividends and income. The sources for all performance and index data is Morgan Stanley Investment Management (‘MSIM
Ltd"). Please refer to the relevant offering documents for fund details, including risk factors.

Applications for shares in the Sub-Fund should not be made
without first consulting the current Prospectus and the Key
Information Document ("KID") or Key Investor Information
Document (*KIID"), which are available in English and in the
language of countries authorized for fund distribution and is
available online at Morgan Stanley Investment Funds
\Webpages or free of charge from the Registered Office at
European Bank and Business Centre, 6B route de Tréves, L-
2633 Senningerberg, R.C.S. Luxemburg B 29 192.

The summary of investor rights is available in the
aforementioned languages and website location under the
General Literature section.

Information in relation to sustainability aspects of the Fund is
available from the Prospectus of the Fund.

If the management company of the relevant Fund decides to
terminate its arrangement for marketing that Fund in any EEA
country where it is registered for sale, it will do so in
accordance with the UCITS rules.

IMPORTANT INFORMATION

This material 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. Investors should be
aware that a diversified strategy does not protect against a loss
in a particular market.

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 use of leverage increases risks, such that a relatively small
movement in the value of an investment may result in a
disproportionately large movement, unfavourable as well as
favourable, in the value of that investment and, in turn, the
value of the Fund. Investment in the Fund concerns the
acquisition of units or shares in a fund, and not in a given
underlying asset such as building or shares of a company, as
these are only the underlying assets owned.

Morgan Stanley Investment Management ‘MSIM', the asset
management division of Morgan Stanley (NYSE: MS), has not

2 Source: Bank of America. Data as of 31 December 2025.
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authorised financial intermediaries to use and to distribute this
material, 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 material by
any such financial intermediary.

The whole or any part of this material may not be directly or
indirectly reproduced, copied, modified, used to create a
derivative work, performed, displayed, published, posted,
licensed, framed, distributed or transmitted or any of its
contents disclosed to third parties without the Firm's express
written consent. This material may not be linked to unless such
hyperlink is for personal and non-commercial use. All
information contained herein is proprietary and is protected
under copyright and other applicable law.

This material may be translated into other languages. Where
such a translation is made, this English version remains
definitive; any discrepancies with another language, the English
version prevails.

This material has been prepared on the basis of publicly
available information, internally developed data and other third-
party sources believed to be reliable. However, no assurances
are provided regarding the reliability of such information and
MSIM, the Firm has not sought to independently verify
information taken from public and third-party sources.

Charts and graphs provided herein are for illustrative purposes
only and subject to change.

INDEX INFORMATION

The Blended Benchmark performance shown is calculated using
the ICE BofA G300 Global Convertible Index Local Currency to 31
October 2005, the ICE BofA G300 Global Convertible Index USD
Hedged to 30 April 2011 and the Refinitiv Convertible Global
Focus (USD Hedged) Index thereafter. Effective 21 February 2020,
the Thomson Reuters Convertible Global Focus (USD Hedged)
Index was renamed to Refinitiv Convertible Global Focus (USD
Hedged) Index. Effective 30th June 2024, the Refinitiv Convertible
Global Focus (USD Hedged) Index was renamed to the FTSE
Global Focus Convertible (USD Hedged) Index.

The FTSE Convertible Global Focus USD Hedged Index (Index)
formerly known as Refinitiv Convertible Global Focus USD Hedged
Index is derived from the FTSE Convertible Global Index (Global
Index) using Regional Market Capitalization, Percentage Price,
and Premium criteria. It aims to represent a sub-set of the
Convertible market by selecting a sub-set of constituents from
the Global Index with a common set of defined characteristics
representing issues with what is termed a “balanced” profile. The
Index is a market weighted index with a minimum size for
inclusion of $500 million (US), €375 million (Europe), 22 billion
Yen (Japan), $275 million (Asia ex-Japan), and $275 million
(Other) of Convertible Bonds with an Equity Link.

ICE BofA G300 Global Convertible Index - Local Currency is a
global convertible index composed of companies representative
of the market structure of countries in North America, Europe
and the Asia/Pacific region. It is composed of securities
denominated in their respective local currencies.

ICE BofA G300 Global Convertible Index USD Hedged is a global
convertible index composed of companies representative of the
market structure of countries in North America, Europe and the
Asia/Pacific region. It is hedged to the U.S. dollar.

The indexes are unmanaged and do not include any expenses,
fees, or sales charges. It is not possible to invest directly in an
index.
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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. The Sub-Fund is actively
managed, and the management of the fund is not constrained by
the composition of the Benchmark.

A blended benchmark has been used because there has been a
change in benchmark during the reporting period shown.

The MSCI All Country World Index (ACWI) is a free float-adjusted
market capitalization weighted index designed to measure the
equity market performance of developed and emerging markets.
The term "free float" represents the portion of shares
outstanding that are deemed to be available for purchase in the
public equity markets by investors. The performance of the Index
is listed in U.S. dollars and assumes reinvestment of net
dividends. The index is unmanaged and does not include any
expenses, fees or sales charges. It is not possible to invest
directly in an index.

The Bloomberg Global Aggregate Credit Index is the credit
component of the Bloomberg Global Aggregate index,

which provides a broad-based measure of the global investment-
grade fixed income market.

The Euro Stoxx 50 Index is a market capitalization-weighted
stock index of 50 large, blue-chip European companies operating
within Eurozone nations. The universe for selection is found
within the 18 Dow Jones EURO STOXX Supersector indexes,
from which members are ranked by size and placed on a
selection list.

The Nasdaq Composite Index is a stock market index of the
common stocks and similar securities listed on the NASDAQ
stock market. It is used as an indicator of the performance of
stocks of technology companies and growth companies. Since
both U.S. and non-U.S. companies are listed on the NASDAQ
stock market, the index is not exclusively a U.S. index.

The Standard & Poor's 500° Index (S&P 500°) measures the
performance of the large cap segment of the U.S. equities
market, covering approximately 80% of the U.S. equities market.
The Index includes 500 leading companies in leading industries
of the U.S. economy.

The Russell 2000° Index is an index that measures the
performance of the 2,000 smallest companies in the Russell
3000 Index.

“Bloomberg®” and the Bloomberg Index/Indices used are service
a mark of Bloomberg Finance L.P. and its affiliates and have been
licensed for use for certain purposes by Morgan Stanley
Investment Management (MSIM). Bloomberg is not affiliated
with MSIM, does not approve, endorse, review, or recommend
any product, and. does not guarantee the timeliness,
accurateness, or completeness of any data or information
relating to any product.

DISTRIBUTION

This material 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. It is
the responsibility of any person in possession of this material and
any persons wishing to make an application for Shares in pursuant
to the Prospectus to inform themselves and observe all applicable
laws and regulations of any relevant jurisdictions.

MSIM and its affiliates have arrangements in place to market each
other's products and services. Each MSIM affiliate is regulated as



appropriate in the jurisdiction it operates. MSIM'’s affiliates are:
Eaton Vance Advisers International Ltd, Calvert Research and
Management, Eaton Vance Management, Parametric Portfolio
Associates LLC, Atlanta Capital Management LLC and Parametric
SAS.

Hong Kong: This material has been issued by Morgan Stanley
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Asia Limited for use in Hong Kong. The contents of this
document have not been reviewed by the Securities & Futures
Commission of Hong Kong. For investment returns denominated
in foreign currency: "The investment returns are denominated in
foreign currency. US/HK dollar-based investors are therefore
exposed to fluctuations in the US/HK dollar vs foreign currency
exchange rate."

© 2026 Morgan Stanley. All rights reserved.
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