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Overview and Rationale

Restriction screening refers to intentionally avoiding investments in certain sectors or
issuers. In designing the restriction screening policy as part of our investment strategies,
we consider the following aspects:
I. Reducing exposure to risks related to Environmental, Social and Governance (ESG) factors. These
risks may be reputational, regulatory or financial, stemming from the business activities or practices
of the issuer. We aim to aim to remove some of the most material of these risks through restriction
screening at the sector level.
II. Values alignment. We may decide to exclude certain sectors from the portfolio based on our
assessment that they have an overall negative impact on society or the environment which is not
aligned to the objectives of the fund.
 onsideration as to whether there is an opportunity for engagement on ESG issues and whether
III. C
an issuer may be able to transition its business activities or practices to a more sustainable model.
We therefore may apply thresholds or carve-outs as part of the sector-level exclusions with an aim to
engage with certain issuers to help drive positive change and long-term value.
IV. Adherence to core basic standards, minimum safeguards and ethical norms. We expect issuers
to adhere to minimum standards as defined by international ESG norms and we aim to not invest in
issuers that violate, or are at high risk of violating, these international norms.
V. Implications for portfolio construction. We aim to consider whether restrictions may have an effect
on the risk/return profile of the fund, or narrow the investable universe to an extent to which it may
be detrimental.
The policy and process described below refers specifically to the MS INVF Sustainable Euro Corporate
Bond Fund and MS INVF Sustainable Strategic Bond Fund.

Restriction Screening Policy & Process
Our Sustainable Investing team, in partnership with our Research Analysts and Portfolio Managers, are
responsible for establishing MSIM Fixed Income’s Restriction Screening Policy (“Policy”) for the MS INVF
Sustainable Euro Corporate Fund and the MS INVF Sustainable Euro Strategic Fund, which will be reviewed
and updated on at least an annual basis to ensure that it remains consistent with our view on best practice
in the context of the sustainability objectives of the Funds.
Our Policy is designed to avoid investing in identified sectors and securities. The Policy uses information
from third parties – complemented, where needed, by input from our Research Analysts – and is subject
to change, which can result in delays in reflecting such changes in the portfolios. Where this is the case, we
will resolve such instances as soon as possible.

Our restriction screening approach for the MS INVF Sustainable Euro Corporate Fund and MS INVF
Sustainable Euro Strategic Fund combines sector-level exclusions, which are intended to avoid investment
in sectors that are not aligned with our core investment principles or our sustainable investing philosophy,
and norms-based exclusions, through which we screen out securities of issuers that are found to be in
breach of minimum standards of responsible business practice based on international norms.
Our current Policy is presented below.

i. Controversial Weapons
MSIM Fixed Income views controversial weapons (anti-personnel landmines, cluster munitions, biological/
chemical weapons and nuclear weapons) as indiscriminate and excessively injurious, often resulting in
civilian casualties and causing a disproportionate level of pain and suffering. These weapons may also
pose a long term risk to civilian population from unexploded ordnance which can detonate long after their
initial use.
We will not invest in securities of issuers that generate revenue from the manufacturing or production
of controversial weapons or intended use components, or are a majority owner of, or majority owned by
controversial weapons companies.
Our approach to controversial weapons is consistent with the following treaties:
• The Ottawa Convention, 1999: banning the use, stockpiling, production and transfer of anti-personnel
landmines.
• The Oslo Convention 2010: banning the use, stockpiling, production and transfer of cluster munitions.
•

Weapons banned under the Biological Weapons Convention, 1975 and the Chemical Weapons
Convention, 1997.

ii. Civilian Firearms
We take the view that although firearms can in some cases support rightful and peacekeeping activities,
their use by civilians, particularly in the case of automatic and semi-automatic firearms, poses a threat to
society as there is a high risk that they might end up being used illegally or indiscriminately against other
people, causing mass wounding or death.
We will not invest in securities of issuers that generate revenue from the manufacturing or production of
whole automatic or semi-automatic civilian firearm systems.

iii. Tobacco
We believe tobacco has significant negative social and economic impacts and is considered the single
greatest preventable cause of death. 14 of the 17 Sustainable Development Goals will require major
advances in tobacco control. We estimate that as a result tobacco companies are exposed to significant
ongoing financial and reputational risk from increased regulation. Moreover, in our view, there is no
reasonable level of tobacco consumption and we believe engagement with the tobacco industry will not
lead to significant change.
We will not invest in securities of issuers that generate any revenue from the manufacturing or production
of tobacco products, or in securities of issuers that generate 10 percent or more of their revenue from the
distribution or retail of tobacco products or the supply of key products necessary for the production of
tobacco products, such as filters.

iv. Gambling
Gambling activities embed a high risk of generating direct negative social impacts, in particular addiction
and over-indebtedness, as well as indirect impacts especially for more vulnerable groups, including reduced
familial stability and household income and increased propensity to crime.
We will not invest in securities of issuers that derive 10 percent or more of their revenue from gambling activities.
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v. Fossil Fuels
We recognise that climate change poses significant risks to the global economy and therefore look to
exclude the most exposed carbon-intensive sectors from our MS INVF Sustainable Euro Corporate
Sustainable Fund and MS INVF Sustainable Euro Strategic Fund to mitigate our climate related financial
risks and where we estimate that we are unable to drive positive impact through engagement towards the
low carbon transition.
The exception to this is that the Fund may invest in labelled bonds such as green / sustainability / transition
bonds, sustainability-linked bonds, or other debt securities that are issued to raise capital specifically for
climate-related or environmental projects, which are issued by issuers that would otherwise be subject to
the fossil fuel exclusions below, so long as we have determined that the objectives of such instruments are
consistent with a reduction by the issuer in its carbon emissions. Investment in such instruments will be
subject to diligence by the Sustainable Investing team, with the support of our Research Analysts.

Coal
We estimate that coal is the most carbon-intensive fuel source compared to other fossil fuels and it is
exposed to significant stranded asset risk from climate policy.
We will not invest in securities of issuers that generate any revenue from the mining and extraction of
thermal coal, or in securities of issuers that generate 10 percent or more of their revenue from coal-fired
power generation.

Oil Sands
We estimate that oil sands have the highest Green House Gas (GHG) potency (kg per GJ) compared to
conventional fossil fuels and have significant negative environmental and social impacts related to their
extraction/refining methods, which can in turn generate complex legal regulatory and social risks to
shareholder value.
We will not invest in securities of issuers that generate 5 percent or more of their revenue from the
extraction or production of oil sands. We will also engage with issuers that derive between 0 and 5
percent revenue from these activities to encourage their phase-out.

Arctic Oil & Gas
Since 2011 Arctic sea ice has been declining at a rate of 12.85 percent per decade, relative to the
1981 to 2010 average.1 This represents a serious threat to ecosystems and wildlife, as well as to local
communities and indigenous people living in the region. Arctic oil extraction and production not only
capitalizes on the effects of global warming, but also contributes to worsening it through further
emissions, and can lead to serious environmental damage in case of spills.
We will not invest in securities of issuers that generate 5 percent or more of their revenue from oil
or gas extraction or production in the Arctic region, including in the Arctic National Wildlife Refuge
(ANWR). We will also engage with issuers that derive between 0 and 5 percent revenue from these
activities to encourage their phase-out.

vi. ESG Controversies and International ESG Norms
We expect the issuers we invest in to comply with minimum standards and safeguards around human
rights, labour rights, environment, business ethics and corruption as defined by international norms such
as the UN Global Compact, the OECD Guidelines for Multinational Enterprises and the International
Labour Organization’s (ILO) fundamental principles, and we aim to not invest in issuers that violate these
international ESG norms.
We monitor business practices on an ongoing basis, through data on ESG controversies and standards
screening that we source from third party providers.
A “Severe” ESG controversy is defined as an instance or ongoing situation in which company operations and/
or products allegedly have a significant negative environmental, social, and/or governance impact.

1
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We will not invest in securities of issuers with controversy cases that we view as being “Very Severe” based
on ratings by relevant ESG data providers, and where we believe appropriate remedial action has not been
taken. We will also not invest in securities of issuers that fail to comply with the UN Global Compact or the
ILO fundamental principles.

Restriction Screening Policy Compliances
This Policy applies to the physical investments held directly in the MS INVF Sustainable Euro Corporate
Bond Fund and MS INVF Sustainable Euro Strategic Bond Fund. Investments that are held by the funds but
become restricted after they are acquired for the funds will be sold. Such sales will take place over a time
period to be determined by the Investment Adviser, taking into account the best interests of the Investors
in the funds.
Representatives from several areas of the Morgan Stanley Investment Management are responsible for
monitoring the portfolio for compliance as outlined below:
Portfolio managers & the Sustainable Investing team are primarily responsible for ensuring compliance
with the policy. Portfolio managers also certify their compliance with such guidelines and restrictions on
a quarterly basis. Portfolio managers enter orders into the portfolio trading system to ensure compliance
with the guidelines of the portfolio.
Traders are responsible for executing trades that are consistent with policy and subject to best execution.
They also must enter trades into the portfolio trading system, which enables traders to monitor individual
portfolios for guideline conformity.
The Portfolio Surveillance team is responsible for coding the policy into our trade compliance system which
uses an automated process to monitor the policy and ensure adequate surveillance of the portfolio.

Important Disclosures
Any views expressed are those of the presenter as of the date of the presentation and are subject to
change at any time due to changes in market or economic conditions. The views expressed does not reflect
the opinions of all portfolio managers at Morgan Stanley Investment Management (MSIM) or the views of
the firm as a whole, and may not be reflected in the strategies and products that the Firm offers. The term
“Policy” referred in this document applies to the MS INVF Sustainable Euro Corporate Fund and the MS
INVF Sustainable Euro Strategic Fund. The “Policy” is subject to periodic review and changes without any
prior notice.
Any information regarding expected market returns and market outlook is based on the research, analysis,
and opinions of the presenter. They are based on current market conditions and subject to change. In
addition, these conclusions are speculative in nature, may not come to pass, and are not intended to predict
the future of any specific Morgan Stanley investment. No representation or warranty can be given with
respect to the accuracy or completeness of the information.
The document is a general communications which is not impartial and has been prepared solely for
information 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. 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
Indexes do not include any expenses, fees or sales charges, which would lower performance. Indexes are
unmanaged and should not be considered an investment. It is not possible to invest directly in an index.
Certain information herein is based on data obtained from third party sources believed to be reliable.
However, we have not verified this information, and we make no representations whatsoever as to its
accuracy or completeness.
.
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Risk Considerations
There is no assurance that a Portfolio will achieve its investment objective. Portfolios are subject to market risk,
which is the possibility that the market values of securities owned by the Portfolio will decline. Market values can
change daily due to economic and other events (e.g. natural disasters, health crises, terrorism, conflicts and social
unrest) that affect markets, countries, companies or governments. It is difficult to predict the timing, duration,
and potential adverse effects (e.g. portfolio liquidity) of events. Accordingly, you can lose money investing in this
Portfolio. Please be aware that this Portfolio may be subject to certain additional risks. 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 a rising interestrate environment, bond prices may fall and may result in periods of volatility and increased portfolio redemptions.
In a declining interest-rate environment, the portfolio may generate less income. Longer-term securities may be
more sensitive to interest rate changes. 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. Municipal securities are subject to early redemption risk and sensitive to
tax, legislative and political changes. High yield securities (“junk bonds”) are lower rated securities that may have a
higher degree of credit and liquidity risk. Public bank loans are subject to liquidity risk and the credit risks of lower
rated securities. Foreign securities are subject to currency, political, economic and market risks. The risks of investing
in emerging market countries are greater than risks associated with investments in foreign developed countries.
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). ESG Strategies that
incorporate impact investing and/or Environmental, Social and Governance (ESG) factors could result in relative
investment performance deviating from other strategies or broad market benchmarks, depending on whether such
sectors or investments are in or out of favor in the market. As a result, there is no assurance ESG strategies could
result in more favorable investment performance.
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DISTRIBUTION DISCLOSURES

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. 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
3-7thFloor-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 Junghofstrasse13-15
60311 Frankfurt Deutschland (Gattung: Zweigniederlassung (FDI) gem.
§53b KWG). 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 UK,
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. The Netherlands: Morgan Stanley
Investment Management, Rembrandt Tower, 11th Floor Amstelplein1
1096HA, Netherlands. Telephone: 31 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 Branch Authorised and regulated by the Eidgenössische
Finanzmarktaufsicht(“FINMA”). Registered with the Register of Commerce
Zurich CHE-115.415.770. Registered Office: Beethovenstrasse33, 8002
Zurich, Switzerland, Telephone +41 (0) 44 588 1000. Facsimile Fax:
+41(0) 44 588 1074.
Hong Kong: 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. Singapore: 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. This material has not been reviewed by the Monetary
Authority of Singapore. Australia: This publication is disseminated in
Australia by Morgan Stanley Investment Management (Australia) Pty
Limited ACN: 122040037, AFSL 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. Japan: For professional investors, this document is circulated or
distributed for informational purposes only. For those who are not
professional investors, this document is provided in relation to
Morgan Stanley Investment Management (Japan) Co., Ltd. (“MSIMJ”)’s
business with respect to discretionary investment management agreements
(“IMA”) and investment advisory agreements (“IAA”). This is not for the
purpose of a recommendation or solicitation of transactions or offers
any particular financial instruments. Under an IMA, with respect to
management of assets of a client, the client prescribes basic management
policies in advance and commissions MSIMJ to make all investment
decisions based on an analysis of the value, etc. of the securities, and
MSIMJ accepts such commission. The client shall delegate to MSIMJ the
authorities necessary for making investment. MSIMJ exercises the delegated
authorities based on investment decisions of MSIMJ, and the client shall
not make individual instructions. All investment profits and losses belong
to the clients; principal is not guaranteed. Please consider the investment
objectives. Brazil. This document does not constitute a public offering
of securities for the purposes of the applicable Brazilian regulations and
has therefore not been and will not be registered with the Brazilian
Securities Commission (Comissão de Valores Mobiliários) or any other
government authority in Brazil. All information contained herein is
confidential and is for the exclusive use and review of the intended
addressee of this document, and may not be passed on to any third party.
Chile. Neither the Fund nor the interests in the Fund are registered in
the Registry of Offshore Securities (el Registro de Valores Extranjeros)
or subject to the supervision of the Commission for the Financial Market
(la Comisión para el Mercado Financiero). This document and other
offering materials relating to the offer of the interests in the Fund do
not constitute a public offer of, or an invitation to subscribe for or
purchase, the Fund interests in the Republic of Chile, other than to
individually identified purchasers pursuant to a private offering within
the meaning of Article 4 of the Chilean Securities Act (la Ley del Mercado
de Valores) (an offer that is not “addressed to the public at large or to
a certain sector or specific group of the public”). Colombia. This document
does not constitute an invitation to invest or a public offer in the Republic
of Colombia and is not governed by Colombian law. The interests in the
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Fund have not been and will not be registered with the National Register
of Securities and Issuers (el Registro Nacional de Valores y Emisores)
maintained by the Financial Supervisory Authority of Colombia (la
Superintendencia Financiera de Colombia) and will not be listed on the
Colombian Stock Exchange (la Bolsa de Valores de Colombia). The
interests in the Fund are being offered under circumstances which do
not constitute a public offering of securities under applicable Colombian
securities laws and regulations. The offer of the interests in the Fund is
addressed to fewer than one hundred specifically identified investors.
Accordingly, the interests in the Fund may not be marketed, offered, sold
or negotiated in Colombia, except under circumstances which do not
constitute a public offering of securities under applicable Colombian
securities laws and regulations. This document is provided at the request
of the addressee for information purposes only and does not constitute
a solicitation. The interests in the Fund may not be promoted or marketed
in Colombia or to Colombian residents unless such promotion and
marketing is carried out in compliance with Decree 2555 of 2010 and
other applicable rules and regulations related to the promotion of foreign
financial and securities related products or services in Colombia. Colombian
eligible investors acknowledge that the interests in the Fund (i) are not
financial products, (ii) are transferable only in accordance with the terms
of the Fund’s constitutional documents and (iii) do not offer any principal
protection. Colombian eligible investors acknowledge Colombian laws
and regulations (in particular, foreign exchange, securities and tax
regulations) applicable to any transaction or investment consummated
in connection with an investment in the Fund, and represent that they
are the sole liable party for full compliance with any such laws and
regulations. In addition, Colombian investors acknowledge and agree
that the Fund will not have any responsibility, liability or obligation in
connection with any consent, approval, filing, proceeding, authorization
or permission required by the investor or any actions taken or to be taken
by the investor in connection with the offer, sale or delivery of the
interests in the Fund under Colombian law. Mexico. Any prospective
purchaser of the interests in the Fund must be either an institutional
investor (inversionista institucional) or a qualified investor (inversionista
calificado) within the meaning of the Mexican Securities Market Law (Ley
del Mercado de Valores) (the “Securities Market Law”) and other applicable
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Mexican laws in effect. The interests in the Fund have not and will not
be registered in the National Registry of Securities (Registro Nacional
de Valores) maintained by the Mexican Banking and Securities Commission
(Comisión Nacional Bancaria y de Valores). The interests in the Fund may
not be offered or sold in the United Mexican States by any means except
in circumstances which constitute a private offering pursuant to Article
8 of the Securities Market Law and its regulations. No Mexican regulatory
authority has approved or disapproved the interests in the Fund or passed
on the solvency of the Fund. All applicable provisions of the Securities
Market Law must be complied with in respect of any sale, offer or
distribution of, or intermediation in respect of, the Fund interests in, from
or otherwise involving Mexico, and any resale of the interests in the Fund
within Mexican territory must be made in a manner that will constitute
a private offering pursuant to Article 8 of the Securities Market Law and
its regulations. Peru. The interests in the Fund have not been and will
not be registered in Peru under Decreto Legislativo 862: Ley de Fondos
de Inversión y sus Sociedades Administradoras or under Decreto Legislativo
861: Ley del Mercado de Valores (the “Securities Market Law”), and are
being offered to institutional investors only (as defined in article 8 of
the Securities Market Law) pursuant to a private placement, according
to article 5 of the Securities Market Law. The interests in the Fund have
not been registered in the securities market public registry (Registro
Público del Mercado de Valores) maintained by, and the offering of the
Fund interests in Peru is not subject to the super vision of, the
Superintendencia del Mercado de Valores. Any transfers of the Fund
interests shall be subject to the limitations contained in the Securities
Market Law and the regulations issued thereunder. Uruguay. The offering
of the Interests qualifies as a private placement pursuant to section 2
of Uruguayan law 18,627. The Interests will not be offered or sold to
the public (Individuals or Companies) in Uruguay, except in circumstances
which do not constitute a public offering or distribution through a
recognized Exchange under Uruguayan laws and regulations,. Neither
the Fund nor the Interests are or will be registered with la Superintendencia
de Servicios Financieros del Banco Central del Uruguay. The Fund
corresponds to an investment fund that is not an investment fund
regulated by Uruguayan law 16,774 dated September 27, 1996, as amended.
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