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Important information
• The Fund invests primarily in equity securities of issuers in Central, Eastern and Southern Europe, the Middle East and Africa.
• Investment involves risks. Key risks for this fund include Risk of Investment in Equity, Emerging Market Risk, Exchange Rate Risk
and Risk of Exposure to the Euro and Eurozone.
• 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.

Performance Review
In the one month period ending 30 June 2022, the Fund’s A shares returned -5.83% (net of fees)1, while the benchmark returned
-8.77%.
Our allocation to SEMrush was a top contributor to returns. The company is likely to continue to capitalize on increasing demand
for digital marketing, especially from small and medium-sized enterprises (SME). Client growth and product development (app
center and added functionalities) remains strong and the total addressable market is likely expanding. Management has reacted
rapidly to the situation in Russia and Ukraine, closing the company’s Russian operation and relocating engineers in Russia to other
countries.
Our allocations to LiveChat and Grid Dynamics contributed positively to returns. Our thesis on LiveChat continues to track:
automation of client communications is a secular trend that we believe can help the company deliver strong operational profit
growth and return on invested capital over the next two years. User growth is gaining momentum while the average revenue per
user continues to grow at a healthy pace. Despite higher inflation and recession fears in the company’s core markets, LiveChat
delivered solid sales data in the quarter ending in June.
Mobile World Group (MWG) in Vietnam contributed to returns. Vietnam is a NextGen market where we have found great
businesses at a reasonable price. We believe MWG is the best consumer retail franchise in Vietnam, which is benefiting from higher
incomes and the modernization of retail away from traditional wet markets and shops.
Our allocation to Indonesian traditional medicine and food products company Industri Jamu Dan Farmasi Sido (Sido) contributed
positively to returns. The traditional medicine market in Indonesia is growing at a rapid pace, and younger generations are leaning
towards more natural and healthy products. We believe Sido could see strong earnings growth in the next two to three years, as it
continues to add new products to its valuable brand and increase distribution points to increase penetration.
Zero allocations to index heavyweights Colombia, the Philippines and Peru also contributed.
Our allocations to Capitec Bank and Anglo American detracted as investor concerns over global growth and demand for
commodities continued in June. Capitec is the leading consumer bank in South Africa, serving 16 million clients. It has a superior
business model that incumbents cannot emulate easily. We believe the company’s EPS (earnings per share) can return to rapid
growth after the COVID-19 pandemic and its simple and affordable banking model is likely to continue to disrupt the South African
financial space.
Our allocation to fashion retailer LPP detracted as the stock underperformed. Even with the uncertainties surrounding inflation,
demand has remained strong so far and the company has adjusted rapidly following the closing of its Russian operations. Given how
much the stock has declined and considering its ability to still grow, we remain constructive on its outlook and have maintained our
position. Allocations to Locaweb, Sea Ltd. and MercadoLibre (MELI) hampered returns as growth and technology names continued
to see volatility during the month.
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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.

Overall, we hold a concentrated portfolio of what we believe are the best franchises in NextGen emerging markets, buying them at
reasonable valuations. Some of these businesses, which are high conviction positions in the portfolio, have among the best return
on invested capital across EM, yet some of them trade at very attractive valuations.

Market Review
The MSCI Frontier Emerging Markets Index returned -8.77% during the month, underperforming the MSCI Emerging Markets Index
(-6.64%). Colombia (-27.23%), Peru (-14.87%), the Philippines (-11.49%) and Sri Lanka (-11.22%) were the worst performing markets in
frontier EM in a month when Latin America equities pulled back given a backdrop of broad inflation acceleration, rising interest rates
and fears of a global recession. Serbia (+7.99%), Slovenia (+3.56%), Oman (+2.64%), Jordan (+1.22%) and Tunisia (+0.40%) were the
best performing markets among frontier EMs. Nigeria (-0.03%), Romania (-0.52%), Bahrain (-0.58%) and Estonia (-0.60%) also
outperformed the Frontier EM Index.

Portfolio Activity
During the month of May, the Fund transitioned to the NextGen Emerging Markets strategy. Portfolio changes in June included
trades involved in the Fund transition.2
We initiated a position in Systems Ltd., an IT services company based in Pakistan that offers services to clients around the world.
Since going public eight years ago, the company has successfully gained share from current clients, rebranded and moved away
from legacy services and into more complex offerings. We think earnings and free cash flow (FCF) should grow robustly in the next
three to four years —meaning the company will likely substantially increase its headcount by 2025. Since its initial public offering,
System’s FCF has grown 34% CAGR (compound annual growth rate) in local currency terms (26% in U.S. dollars) and in the last five
years headcount has nearly tripled. Given its rapid expansion, positive industry dynamics and the need for new talent hubs, we
believe Systems can potentially outperform frontier emerging markets in the next 18 months.
We added to high conviction positions Sea Ltd., Brac Bank and MercadoLibre (MELI). Sea’s first quarter results were overall better
than expected given the uncertainty surrounding gaming and e-commerce, and we used the recent share price weakness to add to
the position, which we think has a compelling risk/reward profile. We believe Brac emerges as a strong franchise and a leading SME
lender with a quality management team. bKash (a Brac Bank company) is, in our view, one of the few high growth digital payments
companies remaining and has largely been ignored so far in a post-COVID world. Brac has a clear ecosystem advantage versus peers
and continues to grow their its ecosystem and expand into providing small loans to micro merchants to bring them onto the
platform.
We believe MELI is displaying strong growth while delivering improved profitability against a challenging macroeconomic
environment. MELI is building a sticky ecosystem with many different building blocks, including logistics, payments, credit and shops,
and increasingly advertising in a region where e-commerce and innovative financial products are likely to continue to take share.
To fund the above trades, we took profits on recent outperformers such as Mobile World Group, Grupa Kety and Grid Dynamics.

Strategy and Outlook
Markets appear concerned about the prospect of stagflation and higher costs of capital throughout the world, but we believe the
long-term potential of frontier and small emerging markets remains positive. Frontier/small EMs remain sizable: more than half of
the 15 countries in the world with a population greater than 100 million are overlooked frontier and small EM countries, such as
Vietnam, Indonesia, Bangladesh and Nigeria. The internet-enabled futures of these countries are changing rapidly as millions of
entrepreneurs create new opportunities for the large and growing consumer class.
We have invested in a collection of outstanding businesses with high return on invested capital and healthy balance sheets, which
are trading at reasonable valuations. Our bottom-up focus on competitive moats and strategy dynamics provides us comfort, given
weaker players often get shaken out when capital becomes scarce, while stronger companies survive and thrive. We are seeing
continued strong execution from the businesses that make up our portfolio, and if anything, recent market movements have given
us a better entry point to some of these opportunities.
For further information, please contact your Morgan Stanley Investment Management representative.
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Launch date

Base currency

Index

16 October 2000

Euro

Blended Benchmark
MSCI Frontier Emerging Markets Net Index

2 Effective 16 May 2022, the MS INVF Emerging Europe Middle East and Africa Fund was renamed the MS INVF NextGen Emerging
Markets Portfolio. The Blended Index performance is calculated using the MSCI EM EMEA Index from inception through 15 May 2022,
the MSCI Frontier Emerging Markets Net Index thereafter. The Morgan Stanley Emerging Europe Middle East and Africa Fund may
perform differently due to the change in investment strategy and approach. Past performance is not a guide to future performance.
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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. Please refer to the relevant offering documents for fund details, including risk factors.
Effective 16 May, 2022, the Morgan Stanley Investment Funds Emerging Europe Middle East and Africa Fund was renamed to
Morgan Stanley Investment Funds Next Gen Emerging Markets Fund, with an expanded investment universe to include equity
securities of companies operating in emerging market countries, which include frontier emerging market countries, and an updated
investment approach to reflect top-down allocations are made at the macro and thematic levels. Please see the prospectus for
more details.

INDEX INFORMATION
The Blended Index performance shown is calculated using the
MSCI EM Europe, Middle East Gross Index from inception
through 31 December 2000, the MSCI EM Europe Middle East
Net Index through 16 April 2008, the MSCI Emerging Europe,
Middle East and Africa Net Index through 15 May 2022 and
the MSCI Frontier Emerging Markets Net Index thereafter.
The MSCI EM Europe, Middle East Index captures large and
mid-cap representation across 8 Emerging Markets (EM)
countries in Europe and Middle East.
The MSCI Emerging Markets Europe, Middle East and Africa
Net Index is a free float-adjusted market capitalization
weighted index that is designed to measure the equity market
performance of the emerging market countries of Europe, the
Middle East & Africa.
The MSCI Frontier Emerging Markets Net Index is a free
float adjusted market capitalization index designed to serve as a
benchmark covering all countries from the MSCI Frontier
Markets Index and the lower size spectrum of the MSCI
Emerging Markets Index.
The indexes are unmanaged and do not include any expenses,
fees or sales charges. It is not possible to invest directly in an
index.
The MSCI Emerging Markets Index (MSCI EM) is a free floatadjusted market capitalization weighted index that is designed
to measure equity market performance of emerging markets.
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.
Hong Kong: This document has been issued by Morgan
Stanley Asia Limited for use in Hong Kong. The contents of this
document and website have not been reviewed by the
Securities & Futures Commission of Hong Kong. The
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investment returns are denominated in base currency. HK/US
dollar-based investors are therefore exposed to exchange rate
fluctuations.
IMPORTANT INFORMATION
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 Fund is actively
managed, and the management of the fund is not constrained
by the composition of the Benchmark.
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.
MSIM has not 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. 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 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. If there are any discrepancies between the English
version and any version of this material in another language,
the English version shall prevail.

CRC 3754648 Exp: 09/10/2022

