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MORGAN STANLEY INVESTMENT FUNDS EUROPEAN CURRENCIES HIGH YIELD BOND FUND

An Actively Managed Approach to High Yield
Investing that Seeks to Identify the Best Value
Opportunities Within the European Markets

The European high yield market is a growing asset class, with an
increasing number of issuers and issues.

The Morgan Stanley Investment Funds European Currencies
High Yield Bond Fund offers investors the opportunity to
participate in the improving conditions in the European
corporate landscape with dedicated exposure to the
European high yield market, providing diversification from
a typical global high yield portfolio, where U.S. high yield

is a significant constituent.!

The Opportunity for European High Yield
The low interest rate environment, and tighter credit spreads
than after the crisis, present a challenging backdrop to
investors. However, these market conditions have been
valuable to the high yield sector over recent years, providing
issuers with the opportunity to extend their repayment
schedule and repay higher coupon debt, thereby reducing
refinancing risk. The sector has experienced a period of
relatively low default rates, which has helped sustain investor
demand and generate excess returns. We expect default rates
to remain low, but remain alert to factors that may lead to

a change in this view.

The size of European high yield market has grown to over
USD 335 billion, creating opportunities for active managers
to build a diversified product.? In addition, increased investor
demand and a growing supply of high yield bonds have
created further opportunities for active managers. We believe
regulatory requirements will drive banks to raise additional
tier 1 capital, through new issuance, to strengthen their
balance sheets.

The new issues are generally high yield and are likely to be
priced attractively compared to existing issues, providing
an opportunity for unconstrained investors, like ourselves,
to generate excess returns, subject to passing our rigorous
credit analysis.

Furthermore, the continuing accommodative monetary policy
stance from the ECB, with the quantitative easing programme
being the latest example, provides strong technical support

to the market. A key transmission mechanism to support

the high yield market is what President Draghi refers to

"Benchmark for the MS INVF Global High Yield Bond Fund is the
Barclays Global High Yield — Corporate Index, United States Market
Value- 51.66%, data as of 29 August 2014.

2 souRrcE: Morgan Stanley Investment Management, as at
31 December 2075.

2 This represents how the portfolio management team generally
implements its investment process under normal market conditions
included here for informational purposes only.
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as the “Portfolio Rebalancing Effect” where investors are
encouraged to move into higher yielding assets to maintain
reasonable returns.

An Active Approach?

A passive approach to high yield investing can expose investors
to idiosyncratic risk. We seek to avoid this, adopting an active
approach to portfolio management, focused on rigorous

credit analysis. We believe that this approach is particularly
important in the current environment (characterised by low
yields) in order to avoid capital losses. We also believe that

an active approach is required to navigate successfully the
constantly changing macroeconomic backdrop.

We combine top-down macroeconomic assessment with
market specific valuation analysis in order to determine
the optimal beta positioning for the portfolio. This is
complemented by our rigorous approach to bottom-up
fundamental analysis, which seeks to identify individual
undervalued securities where the potential for price
appreciation, combined with an attractive yield, can
provide superior total returns over the entire market cycle.
Following the broader tightening of credit spreads post crisis,
we believe our expertise in individual security selection

is now of greater importance in finding opportunities

to generate excess returns.

Our credit team covers both high yield and investment grade
credit, in order to understand the entire credit universe,
providing a comprehensive view of industry fundamentals
that helps to pinpoint industry trends, such as potential
mergers and acquisitions activity.

Well Positioned Team

The MS INVF European Currencies High Yield Bond Fund
is managed by Leon Grenyer, lead Portfolio Manager,

Head of European High Yield and Head of European Credit
Research, and Alice la Trobe Weston. Leon and Alice are
complemented by input from the wider Global Fixed Income
team, a well-resourced and experienced global credit team.
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Investment Team and Years of Experience Morningstar Overall Rating

LEON GRENYER CLASS | SHARES
MANAGING DIRECTOR, 20 YEARS

EAA Fund EUR High Yield Bond
SARAH HARRISON Out of 397 Funds. Based on Risk Adjusted Return.
VICE PRESIDENT, 8 YEARS

Team members are subject to change from time to time without notice. CIT\/NIRE m

WHY INVEST?

1. Dedicated Exposure to the European HY Markets
We seek to uncover the best value opportunities within the
European high yield markets.

2. Global Approach
Our global approach to investing helps to understand the
entire spectrum of high yield credit.

3. Growing Asset Class
The European high yield market is an asset class of growing
significance characterised by an increased quantity of issues.

4. Comprehensive Approach

Analysis of both high yield and investment grade credit provide
the opportunity to assess the entire global credit universe and
pinpoint market trends.

5. Experienced Team

Our lead Portfolio Managers bring significant market
experience and leading track records. Our optimal size allows
for efficient execution, providing the ability to navigate the
markets with minimal impact on market liquidity.

MS INVF European Currencies High Yield Bond Fund Performance Information®

3 YEARS 5 YEARS 10 YEARS SINCE INCEPTION
QTD YTD 1YEAR (Annualised) (Annualised) (Annualised) (Annualised)
MS INVF EUROPEAN CURRENCIES HIGH 1.51% 5.54% 7.70% 5.57% 7.47% 7.65% 3.02%
YIELD BOND FUND
BOFA ML EUROPEAN CURRENCY HIGH 1.62% 5.62% 7.55% 5.67% 7.14% 7.37% 5.30%
YIELD 3% CONSTRAINED EX-SUB
FINANCIALS INDEX
OUTPERFORMANCE -0.11% -0.08% 0.15% -0.10% 0.33% 0.28% -2.28%

Growth of €100 Investment in the MS INVF European Currencies High Yield Bond Fund Since Inception”
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*SOURCE: Morgan Stanley Investment Management, data as at 30 September 2017. “I" Share Class data (inception: 1 December 1998) is shown in the fund’s base
currency (Euro). 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. Past performance is not a reliable indicator of future performance.
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General Fund Information To Learn More About This Fund

FUND LAUNCH DATE: December 1998 Please Visit Our Website
BASE CURRENCY: EUR

www.morganstanley.com/im
CURRENCIES AVAILABLE: EUR, USD

IMPORTANT INFORMATION
For Professional Clients Only

This communication was issued and approved in the UK by Morgan Stanley Investment Management Limited, 25 Cabot Square, Canary Wharf, London E14 4QA, authorized
and regulated by the Financial Conduct Authority.

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 communication may be distributed only (i) to persons who are “institutional investors” under section 304 of the Securities and Futures Act of Singapore (the “SFA"),
or (i) to persons who are “accredited investors” or “relevant persons” under section 305 of the SFA, and such distribution is in accordance with the conditions specified
in section 305 of the SFA.

This communication is disseminated in Australia by Morgan Stanley Investment Management (Australia) Pty Limited ACN: 122040037, A.F.S.L. No. 314182, which accept
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.

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 Fund is not for distribution in the United States or to US persons.

This document contains information relating to the sub-fund (“Fund”) of Morgan Stanley Investment Funds, a Luxembourg domiciled Société d'Investissement & 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 1of the Law of 17th December 2010, as amended. The Company is an Undertaking for Collective Investment in Transferable Securities ("UCITS").

Applications for shares in any 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 are available free of charge at the address above.

Swiss investors are advised that 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 Genéve, 17, quai de l'lle, 1204 Geneva.

The document has been prepared solely for information purposes and does not constitute an offer or a recommendation to buy or sell any particular security or to
adopt any specific investment strategy.

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.

Except as otherwise indicated herein, the views and opinions expressed herein are those of the Investment Team and are based on matters as they exist as of the date
of preparation and not as of any future date, and will not be updated or otherwise revised to reflect information that subsequently becomes available or circumstances
existing, or changes occurring, after the date hereof. These do not reflect the opinions of all portfolio managers at Morgan Stanley Investment Management or the views
of the firm as a whole, and may not be reflected in the strategies and products that the Firm offers.

For cash management purposes the Fund may invest in shares in the Liquidity Funds of Morgan Stanley Liquidity Funds.

Any index referred to herein is the intellectual property (including registered trademarks) of the applicable licensor. Any product based on anindex is in no way sponsored,
endorsed, sold or promoted by the applicable licensor and it shall not have any liability with respect thereto.

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.

Risk Warning

Past performance is not a guarantee of future performance. 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 can be no assurance that the Fund will achieve its investment objectives. There are additional risks involved with this type of
investment. Please refer to the Prospectus and relevant Key Investor Information for full risk disclosure.

Citywire

Source & Copyright: Citywire — Morgan Stanley are GOLD rated in the BONDS — GLOBAL HIGH YIELD Sector by Citywire for their rolling risk adjusted performance,
across the sector, over the period 31/12/2009 - 31/12/2016.

Morningstar:

The Morningstar Rating™ for funds, or "star rating', is calculated for managed products (including mutual funds, variable annuity and variable life subaccounts, exchange-
traded funds, closed-end funds, and separate accounts) with at least a three-year history. Exchange-traded funds and open-ended mutual funds are considered a single
population for comparative purposes. It is calculated based on a Morningstar Risk-Adjusted Return measure that accounts for variation in a managed product's monthly
excess performance, placing more emphasis on downward variations and rewarding consistent performance. The top 10% of products in each product category receive
5 stars, the next 22.5% receive 4 stars, the next 35% receive 3 stars, the next 22.5% receive 2 stars, and the bottom 10% receive 1star. The Overall Morningstar Rating
for a managed product is derived from a weighted average of the performance figures associated with its three-, five-, and 10-year (if applicable) Morningstar Rating
metrics. The weights are: 100% three-year rating for 36-59 months of total returns, 60% five-year rating/40% three-year rating for 60-119 months of total returns, and
509% 10-year rating/30% five-year rating/20% three-year rating for 120 or more months of total returns. While the 10-year overall star rating formula seems to give the
most weight to the 10-year period, the most recent three-year period actually has the greatest impact because it is included in all three rating periods. Ratings do not
take into account sales loads. © 2017 Morningstar. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content providers;
(2) may not be copied or distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any
damages or losses arising from any use of this information. Past performance is no guarantee of future results.

Explore our site at www.morganstanley.com/im
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