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Performance Review
In the quarter period ending March 31, 2023, the Portfolio’s I shares returned -2.89% (net of fees) , while the benchmark returned
1.01%.

During the quarter, the portfolio’s dynamic allocation, consisting of an average overweight in a portfolio of Value stocks versus an
underweight in a portfolio of Anti-Value stocks, and the portfolio’s security selection process both had a negative impact on
performance.

 Market Review
The first quarter of 2023 was a tumultuous period marked by substantial volatility. Investors started the year on an optimistic note
based on an improving economic outlook and broad gains across asset classes but turned bearish in early March following the
collapse of Silicon Valley Bank (SVB), which led to concerns of a “financial crisis 2.0.” The narrative of an improving economic outlook
in January was driven by stronger measures of consumer confidence, China’s economic reopening, and falling energy prices in Europe,
as well as the market’s view that central banks might pause their rate hiking campaigns sooner and potentially cut rates by the end of
the year. These hopes, however, were challenged in February as a series of strong U.S. data releases and a higher-than-expected
inflation report shifted the narrative toward a “no-landing” scenario in which inflation and growth would remain high. As a result,
central banks would be forced to keep raising rates, and terminal rate expectations rose to a new high of 5.7%. This repricing process
came to an abrupt halt in early March with the collapse of SVB and Signature Bank, sparking fears of banking turmoil in the broader
financial system. Shortly thereafter, First Republic Bank and Credit Suisse came under intense investor scrutiny, causing market values
to decline more than 70% for both banks. The largest U.S. banks rushed to support First Republic with fresh deposits while Credit
Suisse was taken over by rival UBS in a deal brokered by the Swiss government. Markets recovered at the end of the quarter as
investors were convinced that central banks had provided enough assurances to stabilize the financial system. Despite all this turmoil,
global equities advanced +7.3% in the first quarter (MSCI All Country World Index [ACWI] in USD).

Strong U.S. equity performance (S&P 500 Index +7.5%) was driven by many of the losers of 2022 making a comeback on the back of
lower terminal rate pricing. Tech stocks recorded their best quarter since the second quarter of 2020 (Nasdaq Composite +17.0%),
while energy stocks (one of the winners in 2022) lost -4.0% (MSCI ACWI Energy Index in USD). Value sharply underperformed
Growth during the quarter amid the banking panic as the Russell 1000 Growth Index rose +14.4% compared to only +1.0% for the
Russell 1000 Value Index.

 Portfolio Activity
Throughout the quarter, the portfolio held a full exposure (100%) to Value stocks (defined by the GMA Team as the cheapest 20%
of stocks in the Russell 1000 Index on our multi-factor metrics, equal-weighted). For most of the quarter, the portfolio also held a
+30% overweight position in a portfolio of Value stocks and a -30% underweight in a portfolio of Anti-Value stocks. The overweight
to Value and underweight to Anti-Value stocks was reduced to +15% and -15%, respectively, in mid-March. As a reminder, the strategy
does not take active sector/industry positions versus the benchmark.

 

 

 Source: Morgan Stanley Investment Management. Data as of March 31, 2023. Performance for other share classes will vary. 
 
This document constitutes a commentary and does not constitute investment advice nor a recommendation to invest. The value of
investments may rise as well as fall. Independent advice should be sought before any decision to invest.
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Outlook
Although we reduced our overweight in Value stocks during the quarter following Value’s sell-off in February and March, we expect
Value stocks to likely resume their outperformance, and continue to believe that Value is still in the early stages of a multi-year bull
market. And while we do see the chances of a U.S. recession in the fourth quarter increasing, Value stocks are now priced for a
recession, whereas growth stocks are not.

Despite this year’s weakness, our GMA Value vs. Anti-Value basket is up +73% since April 2020, giving us further conviction that this
Value bull market remains on track.  From a valuation perspective, Value trades near the cheapest levels it has ever been and
continues to look attractive relative to Anti-Value globally, with U.S., European Union (EMU) and Japanese Value all offering
extremely cheap valuations. Relative to Anti-Value, our measures indicate that U.S. Value stocks still trade at only 9x forward
earnings, with Anti-Value stocks at 28x, representing a 48% discount to fair value, and indicative of the ample remaining runway for
the trade.

The likely drivers towards normalization continue to be, in our view, above-target inflation and higher interest rates for longer, which
we believe could be favorable for Value stocks’ fundamentals as well as for their valuations relative to longer-duration Anti-Value
stocks.

 
FUND FACTS
Inception Date
March 19, 2021

Minimum Initial Investment
A Shares - 1,000
I Shares - 1,000,000

Index
Primary - Russell 1000 Value Index

Performance (%)
As of March 31, 2023

MTD QTD YTD 1 YR 3 YR 5 YR 10 YR SINCE INCEPTION
Class I Shares at NAV -8.37 -2.89 -2.89 -6.76 -- -- -- 4.05

Class A Shares at NAV -8.41 -2.91 -2.91 -7.11 -- -- -- 3.65

Class A Shares (With Max 5.25% Sales Charge) -13.25 -7.99 -7.99 -12.02 -- -- -- 0.96

Russell 1000 Value Index -0.46 1.01 1.01 -5.91 -- -- -- 2.80

Class A shares have a maximum front-end sales charge of 5.25%. Performance data quoted represents past
performance, which is no guarantee of future results, and current performance may be lower or higher than the
figures shown. For the most recent month end performance figures, please visit morganstanley.com/im. Investment
returns and principal value will fluctuate and fund shares, when redeemed, may be worth more or less than their
original cost.
The gross expense ratio is 1.51% for Class I shares and the net expense ratio is 0.55%. The gross expense ratio is 2.18%
for Class A shares and net expense ratio is 0.90%. Where the net expense ratio is lower than the gross expense ratio,
certain fees have been waived and/or expenses reimbursed. These waivers and/or reimbursements will continue for
at least one year from the date of the applicable fund's current prospectus (unless otherwise noted in the applicable
prospectus) or until such time as the fund's Board of Directors acts to discontinue all or a portion of such waivers
and/or reimbursements. Absent such waivers and/or reimbursements, returns would have been lower. Expenses are
based on the fund's current prospectus.
Returns are net of fees and assume the reinvestment of all dividends and income. They are compared to an unmanaged market index.
Returns for less than one year are cumulative (not annualized). Performance for one year or more is based on average annual total
returns. The returns are reported for Class I and A shares. Performance for other share classes will vary.

 

 Source: GMA Team proprietary research, Haver Analytics. Data as of April 17, 2023. The index performance is provided for illustrative
purposes only and is not meant to depict the performance of a specific investment. Past performance is no guarantee of future results. 
 Share class availability may vary by platform. For more information, please visit the specified fund page on the website. 
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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 and that the value of  
portfolio shares may therefore be less than what you paid for  
them. 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  
strategy. Please be aware that this strategy may be subject to  
certain additional risks. In general, equities securities’ values  
also fluctuate in response to activities specific to a company.  
Investments in foreign marketsentail 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. Real estate
investments, including r eal estate investment trusts, are  
subject to risks similar to those associated with the direct  
ownership of real estate and they are sensitive to such factors  
as management skills and changes in tax laws. Stocks of small-
and medium-capitalization companiesentail special risks,  
such as limited product lines, markets and financial resources,  
and greater market volatility than securities of larger, more  
established companies. The risks of investing in the Portfolio  
may be intensified because the Portfolio's investments may be
concentratedin securities of a limited number of issuers. As a  
result, the performance of a particular investment or a small  
group of investments may affect the Portfolio's performance  
more than it would if the Portfolio held securities of a larger  
number of issuers. Share prices also tend to be volatile and  
there is a significant possibility of loss. Exchange traded funds  
(ETFs) shares have many of the same risks as direct  
investments in common stocks or bonds and their market value  
will fluctuate as the value of the underlying index does. By  
investing in exchange traded funds (ETFs), the portfolio  
absorbs both its own expenses and those of the ETFs it invests  
in. Supply and demand for ETFs may not be correlated to that  
of the underlying securities. 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. Short-term returns may not be
indicative of the fund’s long-term performance potential. A
fund’s performance, especially for very short time periods,
should not be the sole factor in making your investment
decision.

INDEX INFORMATION

The Russell 1000® Index is an index that measures the
performance of the 1,000 largest companies in the Russell
3000 Index.

The Russell 1000® Growth Index measures the performance
of the large-cap growth segment of the U.S. equity universe. It
includes those Russell 1000® Index companies with higher price-
to-book ratios and higher forecasted growth values. The Russell
1000® Index is an index of approximately 1,000 of the largest
U.S. companies based on a combination of market capitalization
and current index membership.

The Russell 1000® Value Index is an index that measures the
performance of those Russell 1000 companies with lower price-
to-book ratios and lower forecasted growth values.

The Standard & Poor’s 500® Index (S&P 500®) measures
the performance of the large cap segment of the U.S. equities
market, covering approximately 80% of the U.S. equities market.
The Index includes 500 leading companies in leading industries
of the U.S. economy.

The MSCI All Country World Index (ACWI) is a free 
float-adjusted market capitalization weighted index designed to 
measure the equity market performance of developed and 
emerging markets. The term "free float" represents the portion 
of shares outstanding that are deemed to be available for 
purchase in the public equity markets by investors. The 
performance of the Index is listed in U.S. dollars and assumes 
reinvestment of net dividends. The index is unmanaged and

Value/Anti-Value
Portfolio Characteristics VALUE

ANTI-
VALUE

RUSSELL
1000

RUSSELL
1000

VALUE
Price/earnings (NTM) 8.74 29.40 18.55 14.68

Price/Book 1.37 5.15 3.92 2.39

Net Margins (ex Financials &
REITS)

6.13 -5.66 8.52 7.30

Net Debt/EBITDA (ex
Financials and REITS)

2.91 6.20 1.81 2.21

Dividend Yield (LTM) 1.84 0.82 1.47 2.15

Characteristics FUND
Active share (%) 85.94

Number of holdings 204

Median market capitalization ($B) 8.29

Value/Anti-Value Portfolio
Allocation (%)

CURRENT
ALLOCATION

(%)

TYPICAL
MIN/MAX

RANGE (%)
Value Portfolio 115.24 70.00/130.00

Anti-Value portfolio -14.98 -30.00/30.00
Net Exposure (ex Cash) 100.26 100.00

NTM=Next Twelve Months.
LTM=Last Twelve Months.
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does not include any expenses, fees or sales charges. It is not
possible to invest directly in an index.

The MSCI ACWI Energy Index includes large and mid cap
securities across 23 developed markets and 25 emerging markets
countries. All securities in the index are classified in the energy
sector as per the Global Industry Classification Standard (GICS®).

The Indexes are unmanaged and do not include any expenses,
fees or sales charges. It is not possible to invest directly in an
Index. Any index referred to herein is the intellectual property
(including registered trademarks) of the applicable licensor.

IMPORTANT INFORMATION

The views and opinions and/or analysis expressed are those of
the investment team as of the date of preparation of this
material and are subject to change at any time without notice
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 personnel at Morgan
Stanley Investment Management (MSIM) and its subsidiaries and
affiliates (collectively “the Firm”), 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 all information provided 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. 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.

Certain information herein has been prepared on the basis of
publicly available information, internally developed data and
other third-party sources believed to be reliable. However, no
assurances are provided regarding the reliability of such
information and the Firm has not sought to independently verify
information taken from public and third-party sources. 

Please consider the investment objective, risks, charges and
expenses of the fund carefully before investing. The
prospectus contains this and other information about the
fund. To obtain a prospectus, download one at
morganstanley.com/im or call 1-800-548-7786. Please read
the prospectus carefully before investing.

The whole or any part of this material may not be directly or
indirectly reproduced, copied, modified, used to create a
derivative work, performed, displayed, published, posted,
licensed, framed, distributed or transmitted or any of its contents
disclosed to third parties without MSIM's express written
consent. This material may not be linked to unless such hyperlink
is for personal and non-commercial use. All information
contained herein is proprietary and is protected under copyright
and other applicable law.

Morgan Stanley Investment Management is the asset
management division of Morgan Stanley.

NOT FDIC INSURED | OFFER NO BANK GUARANTEE | MAY LOSE
VALUE | NOT INSURED BY ANY FEDERAL GOVERNMENT
AGENCY | NOT A DEPOSIT
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