
On August 30, 2019, the Morgan Stanley Investment Funds (MS 
INVF) Absolute Return Fixed Income Fund changed its name and 
investment philosophy to become the MS INVF European Fixed 
Income Opportunities Fund (the “Fund”), which will follow a similar 
approach to our MS INVF Global Fixed Income Opportunities Fund 
(GFIO), but with a greater focus on euro-denominated assets and a 
higher exposure to European-related investment themes.

What are the key changes to the strategy?
A FOCUS ON EURO FIXED INCOME ASSETS
The Fund will focus primarily on euro denominated fixed income assets. This change 
in currency orientation partially reflects the high cost of hedging non-euro assets (and 
particularly U.S. dollar assets) to euros due to the elevated funding rate differentials. We 
believe this will allow us to offer a fund similar in many ways to the successful GFIO 
Fund, but with the EUR-denominated assets potentially enhancing returns for EUR-
based investors. Note the base currency of the Fund will remain in euros.

HIGHER DURATION RANGE
The Fund will move from the current target duration range of -4 to +4 years, to a new 
range of 0 to 6 years. This range will mirror that of the GFIO Fund. The higher duration 
range better reflects our investment philosophy which seeks to maximise returns whilst 
minimising volatility through efficient portfolio construction. 

Duration typically acts as a hedge to risk premia within the Fund, whilst at the same 
time augmenting the yield and expected return of the fund through carry (the additional 
contribution to yield) and roll (due to the normally upward-sloping yield curve). We 
believe that the new range for duration will have the potential to both increase returns 
and lower the expected volatility of portfolio performance. 
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Will the limit of non-investment grade securities that can be held in the Fund change? 
The Fund will continue to invest no more than 30% of its net asset value (NAV) in securities rated below 
investment grade (versus an internal limit of 50% for the GFIO Fund).1

Will there be other changes to the way that you manage the Fund?

We plan to take a more active and flexible approach, as would be expected from an opportunistic fund. We will 
be taking similar risk positions to those in the GFIO Fund, although there will be a bias towards European-
related risks. The investment process will be almost identical to the GFIO process, with key themes established 
by our Macro team. Security selection will be provided by our large team of researchers across the macro, credit, 
securitised and emerging market debt markets. The portfolio management team will take top-down investment 
themes, establish appropriate risk targets for the different opportunity sets and populate these with the best 
bottom-up investment ideas from our research teams to create a well-balanced, efficient portfolio.

Will the portfolio managers be changing?
With a shift to more of a focus on euro denominated assets, the portfolio managers of the Fund will be 
changing. The portfolio managers of the Fund will be: Leon Grenyer, Richard Ford, Michael B. Kushma 
and Richard Class. Leon Grenyer and Richard Class, who jointly head European Multi-Sector investing 
for the Global Fixed Income Team, will be added as portfolio managers. Leon will become the Fund’s lead 
portfolio manager. 

Christian G. Roth and Jim Caron will be removed as portfolio managers from the Fund. These changes are 
again to increase the European expertise and to align with the euro currency focus of the Fund.

Why are we making the changes?
Following the changes, the Fund will better fit with our investment philosophy and style of active, flexible 
investment across the global fixed income markets. We believe that the Fund will be better positioned to seek 
higher returns with lower volatility for the following reasons:

•	 The opportunistic approach should enhance investment returns given the potential greater flexibility  
and more active management.

•	 The euro denomination should enhance hedged returns.
•	 The new duration range should reduce the volatility of returns and minimise the risk of drawdowns,  

as well as reducing the drag on performance arising from the costs of hedging duration. 

Please visit our website morganstanley.com/im to view the related supplement.

1  The Fund will not invest in any securities that are rated below B- (or below BBB- in the case of Asset Backed Securities, including Mortgage Backed 
Securities) by Standard & Poor’s Corporation (S&P) or an equivalent rating from another rating agency or an equivalent internal rating from the Investment 
Adviser as at the date of investment. In the event that any securities held by the Fund are subsequently downgraded to a rating below B- (or below 
BBB- in the case of Asset Backed Securities, including Mortgage Backed Securities), the Investment Adviser may maintain a maximum total exposure 
of 3% of the Fund’s Net Asset Value to such downgraded securities but will divest any such security that has not been upgraded to a rating of at least 
B- (or BBB- in the case of Asset Backed Securities including Mortgage Backed Securities) within six months of its downgrade.
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DISTRIBUTION 
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. 
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, authorised and regulated by the Financial 
Conduct Authority. 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: 
Morgan Stanley Investment Management Limited Niederlassung Deutschland, 
Grosse Gallusstrasse 18, 60312 Frankfurt am Main, Germany (Gattung: 
Zweigniederlassung (FDI) gem. § 53b KWG). Ireland: Morgan Stanley 
Investment Management (Ireland) Limited. Registered Office: The 
Observatory, 7-11 Sir John Rogerson’s, Quay, Dublin 2, Ireland. Registered 
in Ireland under company number 616662. Regulated by the Central Bank 
of Ireland. Italy: Morgan Stanley Investment Management Limited, Milan 
Branch (Sede Secondaria di Milano) is a branch of Morgan Stanley Investment 
Management Limited, a company registered in the U.K., authorised and 
regulated by the Financial Conduct Authority (FCA), and whose registered 
office is at 25 Cabot Square, Canary Wharf, London, E14 4QA. Morgan Stanley 
Investment Management 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 08829360968. 
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2-0462-1300. Morgan Stanley Investment Management is a branch office 
of Morgan Stanley Investment Management Limited. Morgan Stanley 
Investment Management Limited is authorised and regulated by the Financial 
Conduct Authority in the United Kingdom. Switzerland: Morgan Stanley & 
Co. International plc, London, Zurich BranchI 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 
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IMPORTANT INFORMATION 
EMEA: This communication has been issued by Morgan Stanley Investment 
Management Limited (“MSIM”). Authorised and regulated by the Financial 
Conduct Authority. Registered in England No. 1981121. Registered Office: 
25 Cabot Square, Canary Wharf, London E14 4QA. 
There is no guarantee that any investment strategy will work under all 
market conditions, and each investor should evaluate their ability to invest 

for the long-term, especially during periods of downturn in the market. Prior 
to investing, investors should carefully review the strategy’s/ product’s 
relevant offering document. There are important differences in how the 
strategy is carried out in each of the investment vehicles. 
The views and opinions are those of the author or the investment team 
as of the date of preparation of this material and are subject to change at 
any time due to market or economic conditions and may not necessarily 
come to pass. Furthermore, the views will not be updated or otherwise 
revised to reflect information that subsequently becomes available or 
circumstances existing, or changes occurring, after the date of publication. 
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 material is a general communication, which is not impartial and has been 
prepared solely for informational and educational purposes and does not 
constitute an offer or a recommendation to buy or sell any particular security 
or to adopt any specific investment strategy. All investments involve risks, 
including the possible loss of principal. The information herein has not been 
based on a consideration of any individual investor 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 document, unless such use and distribution is made in accordance 
with applicable law and regulation. Additionally, financial intermediaries 
are required to satisfy themselves that the information in this document 
is suitable for any person to whom they provide this document in view of 
that person’s circumstances and purpose. MSIM shall not be liable for, and 
accepts no liability for, the use or misuse of this document by any such 
financial intermediary. 
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. 
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. 
Morgan Stanley Investment Management is the asset management division 
of Morgan Stanley. 
All information contained herein is proprietary and is protected under 
copyright law.

Risk Considerations
Fixed income securities are subject to the ability of an issuer 
to make timely principal and interest payments (credit risk), 
changes in interest rates (interest rate risk), the creditworthiness 
of the issuer and general market liquidity (market risk). In the 
current rising interest rate environment, bond prices may fall 
and may result in periods of volatility and increased portfolio 
redemptions. Longer-term securities may be more sensitive to 
interest rate changes. In a declining interest rate environment, 
the portfolio may generate less income. Certain U.S. 
government securities purchased by the strategy, such as those 
issued by Fannie Mae and Freddie Mac, are not backed by the 
full faith and credit of the U.S. It is possible that these issuers 
will not have the funds to meet their payment obligations in 
the future. Public bank loans are subject to liquidity risk and 
the credit risks of lower-rated securities. High-yield securities 
(junk bonds) are lower-rated securities that may have a higher 
degree of credit and liquidity risk. Sovereign debt securities are 
subject to default risk. Mortgage- and asset-backed securities 
are sensitive to early prepayment risk and a higher risk of 
default, and may be hard to value and difficult to sell (liquidity 

risk). They are also subject to credit, market and interest rate 
risks. The currency market is highly volatile. Prices in these 
markets are influenced by, among other things, changing 
supply and demand for a particular currency; trade; fiscal, 
money and domestic or foreign exchange control programs 
and policies; and changes in domestic and foreign interest 
rates. Investments in foreign markets entail special risks such 
as currency, political, economic and market risks. The risks of 
investing in emerging market countries are greater than the 
risks generally associated with foreign investments. Derivative 
instruments may disproportionately increase losses and have a 
significant impact on performance. They also may be subject to 
counterparty, liquidity, valuation, correlation and market risks. 
Restricted and illiquid securities may be more difficult to sell 
and value than publicly traded securities (liquidity risk). Due 
to the possibility that prepayments will alter the cash flows on 
collateralized mortgage obligations (CMOs), it is not possible 
to determine in advance their final maturity date or average 
life. In addition, if the collateral securing the CMOs or any 
third-party guarantees are insufficient to make payments, the 
portfolio could sustain a loss.


