
Regulatory and Brexit-Related Changes

Morgan Stanley Liquidity Funds — Information Update

WHAT THIS IS ABOUT
• All changes previously scheduled to be effective as of 14 

January 2019 will now be effective as of 18 March 2019. 
These changes are repeated in this notice for convenience.

• Several other new changes, also described in this notice, will 
be effective on that same date.

• A recent regulatory letter related to the Money Market Fund 
Regulation (MMFR) has clarified that it is no longer possible 
to use a Reverse Distribution Mechanism, a mechanism that 
had let money market funds address negative interest rates  
by cancelling shares rather than reducing the share price. 

• The Euro Liquidity Fund has made use of this provision. The 
provision will be discontinued and Euro Liquidity distributing 
investors will be moved into a new accumulating share class 
unless they redeem their shares prior to 18 March 2019.

• Other notable changes include a Brexit-related change in bank 
payment instructions and a new cut-off time for US Dollar 
Treasury Liquidity Fund of 4 PM Eastern Standard Time.

• No action is required, but you should review the changes. 
If you do not wish to continue to invest in a Fund, you can 
switch or redeem without fees before 18 March 2019.

15 February 2019

Dear Shareholder:

This notice updates our 14 December 2018 notice on Money Market Fund Regulation (MMFR) changes. 
The December notice described upcoming changes prompted by the MMFR. We were operationally ready 
to make those changes as planned, but new circumstances led to a delay in implementation. 

A joint statement issued in January by the Commission de Surveillance du Secteur Financier (CSSF) and 
the Central Bank of Ireland (attached to this notice) clarified their position that the continued use of the 
Reverse Distribution Mechanism (RDM) was prohibited under MMFR. We have worked with the CSSF to 
develop a compliant solution and ensure a smooth transition for investors affected by this change.

Distributing shares of the Euro Liquidity Fund will convert to accumulating shares. Any shares 
of any distributing class of shares in this Fund that you hold as at 18 March 2019 will automatically be 
converted to a newly created accumulating class.

As of 18 March 2019, Shareholders must use the new bank instructions below when paying 
for subscriptions. Bank of New York Mellon still provide Depositary, Fund Administrator and Transfer 
Agency services to the Funds as before, but via a different entity. There is no change in any currently 
available method of submitting dealing requests.

Thank you for your attention and for choosing to invest with us.

Yours sincerely,

The Board of the Morgan Stanley Liquidity Funds

NEXT STEPS
If you hold distributing shares of Euro Liquidity 
Fund, decide whether the conversion to accumu-
lating shares meets your needs. If so, you need 
take no action. If not, you may redeem your distrib-
uting shares without fees before 18 March 2019.
Use the new bank information starting 18 March 
2019. The information appears on the following page. 

Review the rest of the changes. Both new 
and previously described changes begin on the 
following page.
Questions? Contact the Company at its 
registered office in Luxembourg, the Company’s 
representative in your jurisdiction or Liquidity.
Services@morganstanley.com. 
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Information about New Changes
This section outlines changes not previously described. All of these changes will be effective as of 18 March 2019. As 
before, each Fund will seek to maintain a stable value but cannot guarantee it will be able to do so. For an accumulating 
class, the NAV will move away from the previous price as positive or negative income accumulates.

All Existing Liquidity Funds

• Language permitting the Fund to use the RDM mechanism 
for maintaining a stable NAV in times of negative yields (by 
redeeming a portion of each investor’s shares) will be deleted.

• The Depositary, Administrator and Transfer Agent will be The 
Bank of New York Mellon SA/NV, Luxembourg Branch, a bank 
incorporated under Belgian law whose registered address is 
46 Rue Montoyer, B-1000 Brussels, Belgium. All information 
for sending dealing instructions remains unchanged.

• The new payment instructions will be:

EUR Shares
Pay to IRVTBEBB (BNYM SA/NV Brussels)

For credit to IRVTLULX (BNYM SA/NV Luxembourg branch 
IBAN - LU913400108284679780

Reference FFC Morgan Stanley a/c 8284679780

GBP Shares
Account number 8284678260

Sort code 70-02-25

IBAN LU033400108284678260

Account name Morgan Stanley

USD Shares  For both USD and US Treasury Funds
Pay to IRVTUS3N (BNYM New York)

ABA 021 0000 18 / CHIPS no. MBR/0001

For credit to IRVTBEBB (BNYM SA/NV Brussels) 
a/c 8900285451

Reference FFC Morgan Stanley a/c 8284678400

Euro Liquidity Fund

• The distributing share classes that have been using the RDM 
mechanism will be discontinued, and will automatically be 
converted to a new series of accumulating share classes with 
otherwise comparable costs and charges, as follows:

Distributing class New accumulating class
Institutional Institutional Accumulation D

Institutional Select Institutional Select Accumulation D

MS Reserve MS Reserve Accumulation D

Qualified Qualified Accumulation D

Features of each new accumulating share class include:

 – An initial offering price of EUR 10,000, calculated to 
four decimal places (10,000.0000). This compares to a 
current distributing class NAV of EUR 1.00 and an existing 
accumulation class NAV of EUR 100.000000. As a result, 
shareholders will own fewer shares, but the conversion 
will not change the value of their investment.

 – The NAV will move away from the initial price as positive 
or negative income accumulates.

 – The minimum holding amount will be EUR 10,000.
 – The new accumulating classes will be offered during 

periods of potential or actual negative interest rates to 
aid the management of income. 

 – After a period of stable positive yields, and following suf-
ficient notice, the accumulating shares may be converted 
back to a distributing class. Investors who wish to keep 
their accumulating shares will have the opportunity to 
opt out of the conversion.

At the time of conversion, any holdings of distribution shares 
that are below the minimum holding amount will be liquidat-
ed and the proceeds paid to the Shareholder’s bank account.

Information about Changes Previously Described — Summary Description
This table shows each Fund’s new fund type, investment universe, approach to pricing your investment (Net Asset Value 
or NAV), and potential usage of temporary gates (limits on buying or selling) and fees on redemptions during unusual 
conditions. All of these changes will be effective as of 18 March 2019.

US Dollar Treasury Liquidity Fund
US Dollar Liquidity Fund, Sterling Liquidity Fund 
Euro Liquidity Fund

Term Short-Term Short-Term 
Type Public Debt Constant NAV Low Volatility NAV
NAV Seeks to maintain a stable NAV of USD 1.00 Seeks to maintain a stable NAV of EUR or USD or GBP 1.00 so long as 

its market value NAV is within 20 basis points (0.0020) of that amount; 
currency amounts are for Euro, US Dollar and Sterling Funds respectively

Investment 
Universe

High quality short-term money market instruments 
issued or guaranteed by sovereign entities; reverse 
repurchase agreements secured with government 
debt; ancillary liquid assets

High quality short-term money market instruments (government, 
corporate, asset-backed); reverse repurchase agreements secured with 
government debt; ancillary liquid assets
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The Funds may temporarily impose fees or limit redemp-
tions in cases where certain liquidity thresholds are not 
met. With each of these Funds, if weekly liquidity falls below 
10%, the Board must either apply a temporary liquidity fee 
or suspend redemptions (which it can do for up to 15 business 
days). Also, if weekly liquidity falls below 30% during times 
when net daily outflows exceed 10% of net assets, the Board 

must consider applying the above measures, but may choose not 
to. The Board must base these decisions on what it believes is in 
the best interest of all Shareholders.

Many important features have not changed  All existing 
Funds still accrue income daily, calculate their published NAV to 
the nearest percentage point or its equivalent in currency value, 
and invest only in securities that mature in 397 days or less.

Information about Changes Previously Described — More Complete Description
This section outlines Prospectus changes described in the notice of 14 December 2018. The headings indicate which 
Fund(s) each set of changes applies to. To get a copy of the Prospectus itself, go to morganstanley.com/liquidity or 
contact your sales representatives or financial adviser. All of these changes will be effective as of 18 March 2019.

All Existing Liquidity Sub-Funds

•  Investments that are eligible under the MMF Regulation and 
that the Sub-Funds intend to use are:

 – money market instruments
 – eligible securitisations and asset-backed commercial 

paper (ABCPs)
 – deposits with credit institutions
 – reverse repurchase agreements
 – units or shares of other short-term Money Market Funds 

(each Sub-Fund limits these to no more than 10% of its 
total net assets)

Note that US Dollar Treasury Liquidity Fund may not use all 
of these investments.

• Each Sub-Fund may invest in time deposits and also hold 
ancillary liquid assets.

• An Internal Credit Quality Assessment Procedure has been 
set up for determining the credit quality of issuers and their 
instruments by using prudent and systematic methodologies.

•  Certain risk descriptions and the collateral policy of the Fund 
have been amended to reflect the eligible asset environment 
under the MMF Regulation.

•  Significant changes have been made in the sections concerning 
transactions in Sub-Fund shares and how the Sub-Funds 
calculate NAV, in particular details of the differences between 
Stable NAV and NAV (market value NAV). For the valuation 
of the assets, language has been added detailing the use of 
the Mark-to-Market and Mark-to-Model methods, and the 
conditions under which the amortised cost method may be 
used for the Sub-Funds.

• During times of limited liquidity, the Board can cap the vol-
ume of redemption requests processed on any one Business 
Day at 10% of the Sub-Fund’s net assets, with unprocessed 
requests put in queue for the next Business Day.

•  For Stable NAV Shares, transactions generally settle on the 
same Business Day the request is received and accepted, at 
a NAV based on the previous Business Day. In exceptional 
situations, a request may be processed (and settled) the 
following Business Day, at the NAV based on the Business Day 
the request is received and accepted.

•  For NAV Shares, transactions generally are processed and 
settled on the Business Day the request is received and 
accepted), at that day’s NAV.

•  For either type of share, in no event can settlement be 

delayed more than 10 Business Days after the one on which 
the transaction request was processed.

• A new section called “Liquidity Management” describes the 
procedure the Company has implemented to provide intra-day 
liquidity to Shareholders. The procedure establishes the 
liquidity measures described below.

• Whenever weekly liquidity falls below 10%, the Board 
must either apply a temporary redemption fee or suspend 
redemptions. The Board must consider, but can choose not to 
apply, these measures whenever weekly liquidity falls below 
30% and net daily outflows exceed 10% of net assets. For 
more information, see the paragraph “Liquidity Procedure” in 
the “Liquidity Management” section of the Prospectus.

• In addition, the Board will continue to have the option, as in 
the past, of applying a temporary redemption fee under any 
other circumstances besides those described in the preceding 
bullet, so long as the Board believes this is warranted and is 
in the best interests of Shareholders. Any temporary redemp-
tion fee (including as described in the bullet above) will not 
exceed 2%. The Sub-Funds will continue not to charge any 
ordinary subscription, redemption or switch fees.

• As before, if a Sub-Fund suspends redemptions for more 
that 15 Business Days in any period of 90 Business Days, it 
will cease to be eligible for its fund type, and a notice will be 
sent to Shareholders.

• Even if the Sub-Fund follows all applicable rules and proce-
dures, there is no assurance that it will be able to maintain a 
Stable NAV during periods of sharply rising interest rates.

US Dollar Treasury Liquidity Fund

•  The Sub-Fund’s revised investment policy reads as follows:
     “The US Dollar Treasury Liquidity Fund will seek to achieve 
its investment objective primarily by investing its assets in high 
quality short-term Money Market Instruments comprising trans-
ferable debt securities issued by the United States Government 
(which may include by way of example treasury bills and notes) 
and reverse repurchase agreements secured by debt securities 
issued by the United States Government in accordance with the 
‘Investment Restrictions’ of the Prospectus. The Fund may also 
hold cash. All investments shall be denominated in US Dollars. 
The main debt securities acquired will be listed or traded on a 
Regulated Market or an Other Regulated Market.
     “The US Dollar Treasury Liquidity Fund will apply the 
portfolio rules applicable to Short Term Money Market Funds 
in accordance with article 24 of the MMF Regulation and article 
2(11) of the MMF Regulation.
     “The Fund will have a WAM of no more than sixty (60) days 
and a WAL of no more than one hundred and twenty (120) days.
     “It is expected, although it cannot be assured, that for each 
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Class of Distributing Shares in the US Dollar Treasury Liquidity 
Fund, a Stable NAV will remain stable at $1.00, through the 
distribution of dividends and the use of the amortised cost 
method valuation to calculate the Stable NAV. The difference 
between such Stable NAV and the Net Asset Value per Share is 
monitored and published daily on the following website www.
morganstanley.com/liquidity. The Accumulation Shares in the 
Fund retain any net income and/or capital gains attributable to 
such Shares, which causes their value to change. See ‘Stable NAV 
Risk’, ‘Switch from a Stable NAV to a Net Asset Value per Share 
Risk’ and ‘Market Risk’ under the section ‘Principal Risks’.”

• The Sub-Fund uses the Mark-to-Market method or the 
Mark-to-Model method to calculate the actual value of assets, 
and the amortised cost method to calculate the Stable NAV it 
uses for transactions in some Share Classes.

• Dealing Deadline changed from 3 pm to 4 pm Eastern 
Standard Time.

US Dollar Liquidity Fund

•  The Sub-Fund’s investment policy is largely unchanged; the 
revised policy reads as follows:
     “The US Dollar Liquidity Fund will seek to achieve its in-
vestment objective primarily by investing in high quality short-
term Money Market Instruments comprising transferable debt 
securities (which may include by way of example fixed or floating 
rate instruments including without limitation commercial paper, 
certificates of deposit, freely transferable promissory notes, 
government and corporate bonds and commercial papers) that 
are denominated in US Dollars. The debt securities acquired will 
be listed or traded on Regulated Market or an Other Regulated 
Market. The US Dollar Liquidity Fund may also invest in Money 
Market Instruments other than those dealt on a Regulated Market 
or on an Other Regulated Market, as provided in article 50(1) of 
UCITS Directive and under section ‘Investment Restrictions’ of the 
Prospectus.
     “The US Dollar Liquidity Fund may also enter into reverse 
repurchase agreements in accordance with the ‘Investment 
Restrictions’ of this Prospectus. The US Dollar Liquidity Fund will 
apply the portfolio rules applicable to Short Term Money Market 
Funds in accordance with article 24 of the MMF Regulation.
     “No more than 10% of the assets of the Fund will be invested 
in units or shares of other Short-Term Money Market Funds.
     “It may invest in time deposits and also hold ancillary liquid 
assets.
     “The Fund will have a WAM of no more than sixty (60) days 
and a WAL of no more than one hundred and twenty (120) days.
     “It is expected, although it cannot be assured, that for each 
Class of Distributing Shares in the US Dollar Liquidity Fund, a 
Stable NAV will remain stable at $1.00, through the distribution 
of dividends and the use of the amortised cost method valua-
tion to calculate the Stable NAV. The difference between such 
Stable NAV and the Net Asset Value per Share is monitored and 
published daily on the following website www.morganstanley.
com/liquidity. The Accumulation Shares in the Fund retain any 
net income and/or capital gains attributable to such Shares, which 
causes their value to change. See ‘Stable NAV Risk’, ‘Switch from a 
Stable NAV to a Net Asset Value per Share Risk’ and ‘Market Risk’ 
under the section ‘Principal Risks.”

• The Sub-Fund can use the Mark-to-Market method, the Mark-to-
Model method or amortised cost to value assets when calculat-
ing Stable NAV it uses for transactions; however, amortized cost 
can only be used to price securities with remaining maturities of 
75 days or less and when amortized cost does not deviate from 
the mark-to-market price by more than 0.10%.

• The price of Sub-Fund Shares may be more volatile than 
expected. The Stable NAV is not guaranteed, and if the actual 
valuation of the Sub-Fund’s net assets deviates from the 
Stable NAV by more than 20 basis points, the Sub-Fund will 
shift to having a variable NAV that reflects its actual valuation 
of net assets. If this happens, the Sub-Fund may seek to, but 
has no obligation to, revert back to a Stable NAV.

Sterling Liquidity Fund

•  The Sub-Fund’s revised investment policy reads as follows:
     “The Sterling Liquidity Fund will seek to achieve its investment 
objective primarily by investing in high quality short-term Money 
Market Instruments comprising transferable debt securities (which 
may include by way of example fixed or floating rate instruments 
including without limitation commercial paper, certificates of 
deposit, freely transferable promissory notes, government and 
corporate bonds and asset-backed securities) that are denominat-
ed in Sterling. The debt securities acquired will be listed or traded 
on stock exchanges or a Regulated Market or an Other Regulated 
Market. The Sterling Liquidity Fund may also invest in Money 
Market Instruments other than those dealt on a Regulated Market 
or on an Other Regulated Market, as provided in article 50(1) of 
UCITS Directive and under section ‘Investment Restrictions’ of the 
Prospectus. All Money Market Instruments acquired will have a 
Short-Term Maturity. 
     “The Sterling Liquidity Fund may also enter into reverse 
repurchase agreements in accordance with the “Investment 
Restrictions” of this Prospectus.
     “No more than 10% of the assets of the Fund will be invested 
in units or shares of other Short-Term Money Market Funds.
     “It may invest in time deposits and also hold ancillary liquid 
assets.
     “The Fund will have a WAM of no more than sixty (60) days 
and a WAL of no more than one hundred and twenty (120) days.
     “It is expected, although it cannot be assured, that for each 
Class of Distributing Shares in the Sterling Liquidity Fund, a 
Stable NAV will remain stable at £1.00, through the distribution 
of dividends and the use of the amortised cost method valua-
tion to calculate the Stable NAV. The difference between such 
Stable NAV and the Net Asset Value per Share is monitored and 
published daily on the following website www.morganstanley.
com/liquidity. The Accumulation Shares in the Fund retain any 
net income and/or capital gains attributable to such Shares, which 
causes their value to change. See ‘Stable NAV Risk’, ‘Switch from 
Stable NAV to a Net Asset Value per Share Risk’ and ‘Market Risk’ 
under the section ‘Principal Risks’.”

• The Sub-Fund can use the Mark-to-Market method, the 
Mark-to-Model method or amortised cost to value assets when 
calculating Stable NAV it uses for transactions; however, amor-
tized cost can only be used to price securities with remaining 
maturities of 75 days or less and when amortized cost does not 
deviate from the mark-to-market price by more than 0.10%.

• The price of Sub-Fund Shares may be more volatile than 
expected. The Stable NAV is not guaranteed, and if the actual 
valuation of the Sub-Fund’s net assets deviates from the 
Stable NAV by more than 20 basis points, the Sub-Fund will 
shift to having a variable NAV that reflects its actual valuation 
of net assets. If this happens, the Sub-Fund may seek to, but 
has no obligation to, revert back to a Stable NAV.

Euro Liquidity Fund

•  The Sub-Fund’s revised investment policy reads as follows:
     “The Euro Liquidity Fund will seek to achieve its investment 
objective primarily by investing in high quality short-term Money 
Market Instruments comprising transferable debt securities 
(which may include by way of example fixed or floating rate 
instruments including without limitation commercial paper, 
certificates of deposit, freely transferable promissory notes, 
government and corporate bonds and commercial papers) that 
are denominated in Euro. The debt securities acquired will be 
listed or traded on a Regulated Market or an Other Regulated 
Market. The Euro Liquidity Fund may also invest in Money Mar-
ket Instruments other than those dealt on a Regulated Market 
or on an Other Regulated Market, as provided in article 50(1) of 
UCITS Directive and under section ‘Investment Restrictions’ of 
the Prospectus. The Euro Liquidity Fund will apply the portfolio 
rules applicable to Short Term Money Market Funds in accor-
dance with article 24 of the MMF Regulation.
     “The Euro Liquidity Fund may also enter into reverse repur-
chase agreements in accordance with the ‘Investment Restric-
tions’ of this Prospectus.
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     “No more than 10% of the assets of the Fund will be invested 
in units or shares of other Short-Term Money Market Funds.
    “It may invest in time deposits and also hold ancillary liquid 
assets.
      “The Fund will have a WAM of no more than sixty (60) days 
and a WAL of no more than one hundred and twenty (120) days.
     “It is expected, although it cannot be assured, that for each 
Class of Distributing Shares in the Euro Liquidity Fund, a Stable 
NAV will remain stable at €1.00, through the distribution of 
dividends and the use of the amortised cost method valuation to 
calculate the Stable NAV. The difference between such Stable 
NAV and the Net Asset Value per Share is monitored and pub-
lished daily on the following website www.morganstanley.com/
liquidity. The Accumulation Shares in the Fund retain any net 
income and/or capital gains attributable to such Shares, which 
causes their value to change. See ‘Stable NAV Risk’, ‘Switch from 
Stable NAV to a Net Asset Value per Share Risk’ and ‘Market 
Risk’ under the section ‘Principal Risks’.”

• The Sub-Fund can use the Mark-to-Market method, the 
Mark-to-Model method or amortised cost to value assets 
when calculating Stable NAV it uses for transactions; 
however, amortized cost can only be used to price securities 
with remaining maturities of 75 days or less and when 
amortized cost does not deviate from the mark-to-market 
price by more than 0.10%.

• The price of Sub-Fund Shares may be more volatile than 
expected. The Stable NAV is not guaranteed, and if the 
actual valuation of the Sub-Fund’s net assets deviates from 
the Stable NAV by more than 20 basis points, the Sub-Fund 
will shift to having a variable NAV that reflects its actual val-
uation of net assets. If this happens, the Sub-Fund may seek 
to, but has no obligation to, revert back to a Stable NAV.

Information Available Online

Current information on the following topics is available on 
morganstanley.com/liquidity:

• Net yield of each Class

• NAV per Share of each Class

• Stable NAV of each Class of Stable NAV Shares

•  difference between each NAV per Share and its related 
Stable NAV

• maturity and credit maturity breakdowns of the portfolio of 
each Sub-Fund

• credit profile of each Sub-Fund

•  10 largest holdings of each Sub-Fund, including security 
names, countries, maturities, asset types and, for reverse 
repurchase agreements, names of the counterparty

• weighted average maturity (WAM) and weighted average life 
(WAL) of each Sub-Fund

• total value of assets of each Sub-Fund

NEXT STEPS
If you hold distributing shares of Euro Liquidity 
Fund, decide whether the conversion to accumu-
lating shares meets your needs. If so, you need 
take no action. If not, you may redeem your distrib-
uting shares without fees before 18 March 2019.
Use the new bank information starting 18 March 
2019. The information appears on page 2. 

Review the rest of the changes. Both new and 
previously described changes begin on page 2.
Questions? Contact the Company at its 
registered office in Luxembourg, the Company’s 
representative in your jurisdiction or Liquidity.
Services@morganstanley.com. 

Investors in Germany:  A copy of the current prospectus and the key Investor information document, the Articles of Association and 
the latest annual and semi-annual report is available for consultation and free of charge at the German office of the Information agent, 
Morgan Stanley Bank AG, Junghofstraße 13-15, 60311 Frankfurt am Main.
Investors in Switzerland:  The Swiss Representative is Carnegie Fund Services S.A., 11 rue du Général-Dufour, 1204 Geneva, Switzerland. 
Qualified Investors in Switzerland can obtain the documents of the Company, such as the Prospectus, the KIIDs, the Articles of 
Incorporation, the annual and semi-annual reports, and further information free of charge from the Swiss Representative.The Swiss paying 
agent is Banque Cantonale de Genève, 17, quai de l’Ile, 1204 Geneva, Switzerland. In respect of the Shares distributed in Switzerland to 
qualified investors, the place of performance and place of jurisdiction is at the registered office of the Swiss Representative. 

THE COMPANY
NAME  Morgan Stanley Liquidity Funds
REGISTERED OFFICE  6B, Route de Trèves  
L-2633 Senningerberg, Luxembourg
LUXEMBOURG BUSINESS REGISTRATION  B174137
RELEVANT REGULATION  Regulation (EU) 2017/1131 of the European 
Parliament and of the Council of 14 June 2017 on money market funds (MMFR).

The Board of Directors of the Morgan Stanley Liquidity Funds accepts 
responsibility for the accuracy of the information in this notice. Capitalised terms 
in this notice have the same meaning as in the current Prospectus, unless 
context requires otherwise. The changes described will be reflected in a future 
version of the Prospectus. All Funds names are presumed to begin with “Morgan 
Stanley Liquidity Funds —”, whether this wording is present or not.
All Shareholders are responsible for obtaining professional advice on any tax 
consequences to them of the changes to the Funds and of any actions the 
Shareholder may take in connection with the changes.
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