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PERFORMANCE REVIEW

Fund facts

In the one month period ending 31 October 2017, the fund's I shares returned 2.26%
(net of fees) while the benchmark returned 2.49%.

Fund launch
October 2000

The biggest contributor to performance in October was our stock selection in Russia.
Our overweight allocation to Poland also contributed for the month. Our positions in
Russian mining company Norilsk Nickel and Polish financial mBank were the top stock
contributors.

Investment team
Gaite Ali, Eric Carlson, Paul Psaila

The biggest detractor from performance during October was stock selection in Turkey.
Stock selection in South Africa also detracted for the month. Our underweight position
in South African internet company Naspers and our position in South African quick
service restaurant company Famous Brands were the largest detractors from a stock
perspective.
MARKET REVIEW
The MSCI EMEA Index was up +2.49% in Euro terms in October, underperforming
both the MSCI Emerging Markets (+5.04%) and the MSCI World (+3.40%) Indices.
Hungary (+6.55%) and Poland (+4.81%) were the best performing markets for the
month, continuing their strong performance year to date. Greece (-0.69%), Qatar
(-0.55%), and Russia (-0.50%) were the worst performing markets with slightly negative
returns for the month.
PORTFOLIO ACTIVITY
During the month we established a new position in South African health care and
insurance provider Discovery. Discovery has a leading position in the private health
care administration market in South Africa, a maturing business in life insurance, and
growing businesses in investments, auto insurance, and credit cards/banking. Discovery
also has an innovative wellness and engagement program they are taking overseas in a
series of partnerships with leading insurance companies in Asia, Europe and the U.S.
We think Discovery should be able to grow earnings in the mid-teens driven by
continuing growth in its core South African health and life business, plus the
transitioning of several newer businesses (auto, banking, partnerships) from losses to
profitability over the next 12-24 months. We like that it has an internally driven growth
dynamic, but would also benefit from any sustained recovery in the South African
economy and, in particular, its private job market. We also continued to increase our
exposure to domestically oriented South African companies by adding to our position in
Standard Bank during the month.
We added to our existing position in Polish insurance company PZU during the month.
PZU appears to be in a sweet spot as the company is both growing and benefitting from
a low combined ratio. They are gaining market share in the sector while still lowering
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costs, and sector consolidation will further improve pricing trends.
We funded these changes by exiting South African paper and packaging company
Mondi. We continue to like the management team and growth strategy of the company
but are mindful that it remains in a cyclical industry. While the stock has been a strong
performer in the portfolio, the cycle is entering its later innings and therefore we are
using it to fund the more compelling opportunities that are domestically-focused. We
also trimmed our positions in IT service company EPAM Systems, Polish supermarket
company Jeronimo Martins, and Polish footwear company CCC.
STRATEGY AND OUTLOOK
We continue to overweight the Central and Eastern European region. We think
that growth in Central and Eastern Europe should remain healthy, driven by strong
consumption which has been supported by increases in both employment and real wages.
We also now expect fixed investment growth to accelerate, which will bolster overall
growth and improve its quality. Finally, there are now consistent signs that inflation is
returning to the region, which should eventually lead to a normalisation of interest rates
which remain negative in real terms throughout the region. In sum, we see the region as
offering attractive investment opportunities through a combination of this solid economic
growth, emerging reflationary trends, attractive currencies, and overlooked equity markets.
We continue to like stocks that are exposed to secular growth opportunities in consumer
markets in the region. And we have built a substantial position in financials in the region,
which we believe will particularly benefit from the emerging reflationary trend after
having suffered from tighter regulation and low rates.
We maintain an underweight position in Russia, where the economy continues its cyclical
recovery under tight monetary and fiscal conditions. Within the market, we continue to
like select names for their secular growth opportunities which should garner additional
support from any cyclical recovery. In particular, we see a recovery in overall advertising
spending adding to the existing secular trend of online ad growth, which –in turn– should
help the internet stocks. We also see opportunities for market share gains in sectors
that have struggled during the past recession, such as X5 which is continuing to benefit
from ongoing consolidation in the food retail industry. And we have added a position in
Sberbank as we see it benefitting from the budding recovery, especially given its dominant
retail franchise and the opportunity it has in payments.
We recently visited South Africa where politics remain the topic of the day and sentiment
toward growth and politics is depressed. We expect a limited cyclical recovery in
the economy after a flattish 2016. Still, the economy remains stuck in a low growth
equilibrium, with limited prospects for the structural reforms to necessary to lift growth
given the current politics in South Africa. Specifically, President Zuma remains embattled
and the ANC increasingly split heading into its critical elective conference in December
of this year. The party will elect a new president at this conference, who will replace Mr
Zuma as head of the ANC and effectively lead the country thereafter. And, while fresh
ANC leadership could be a positive catalyst for the market, there is much uncertainty
around who will succeed Mr Zuma and, as a result, how policy could change. Going
forward in this environment, we maintain an underweight to the market as a whole
but continue to invest where we find compelling opportunities from a bottom-up stock
perspective.
The political and economic outlook remains negative in Turkey in our view. Although
political uncertainty is now reduced, we believe the continuing erosion of check and
balances by President Erdogan ultimately hurts the investment and innovation climate in
Turkey and thus the structural outlook for the economy. Economic growth has surprised
positively this year though we believe for unsustainable reasons. We are concerned about

the country’s large current account deficit, which will become a source of greater stress on
economic growth and the country’s external debt burden as global interest rates rise. As
such, we continue to underweight the market and positioned in stocks exposed to either
the export market or to longer term secular growth stories within Turkey.
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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. The value of the investments and the income from them can go down as well as
up and an investor may not get back the amount invested. There are additional risks involved with this type
of investment. Please refer to the Prospectus and relevant Key Investor Information for full risk disclosure.
This communication has been issued and approved in the UK by Morgan Stanley Investment Management Limited,
25 Cabot Square, Canary Wharf, London E14 4QA, authorised and regulated by the Financial Conduct Authority.
This document contains information relating to the sub-funds (‘Funds’) 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”).
The purpose of this document is to provide a commentary on the performance and management of the Fund.
Any discussion of individual stocks is included solely for that purpose and concerns the way in which the
Company has sought to use that stock, in combination with others, in seeking to pursue the Fund strategy as
a whole. Any comments should therefore not be taken out of context and should not be treated as advice
on or a recommendation as to whether to transact in that stock.
The views and opinions are those of the Investment team as of the date of publication and are subject to
change at any time and may not necessarily come to pass. 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. 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.
This communication is only intended for and will only be 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 in the United States or to US persons.
Applications for shares in Morgan Stanley Investment Funds 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 are 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, Key Investor Information Document, 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 source for all performance and index data is Morgan Stanley Investment Management Limited. Calculations
are NAV to NAV. Performance is quoted net of fees and with income reinvested. The indices do not include
any expenses, fees or sales charges, which would lower performance. The indexes are unmanaged and should
not be considered an investment. It is not possible to invest directly in an index.
For cash management purposes the Fund may invest in shares in the Liquidity Funds of Morgan Stanley
Liquidity Funds.
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 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.
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. In particular,
for investment funds that are not authorized or recognized by the MAS, units in such funds are not allowed
to be offered to the retail public; any written material issued to persons as aforementioned in connection
with an offer is not a prospectus as defined in the SFA and, accordingly, statutory liability under the SFA in
relation to the content of prospectuses does not apply, and investors should consider carefully whether the
investment is suitable for them.
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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