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Performance Review
In the quarter period ending March 31, 2023, the Portfolio’s IN shares returned 0.72% (net of fees) , while the benchmark returned
0.66%.

 Market Review
March brought with it volatility to the fixed income markets, as three regional banks collapsed. The resulting market volatility and
the flight to quality that caused a significant rally in U.S. Treasuries helped municipal bond total returns.

The SIFMA Index, which measures yields for weekly variable rate demand obligations (VRDOs), surpassed the yield of the long
investment grade tax-exempt index (Bloomberg Municipal Bond Index) for the first time since March 2020 as short-term municipal
securities saw yet another significant spike in rates. The SIFMA Index rose 176 basis points  to finish the month at 3.97%. Yields at the
longer end of the municipal money market maturity range rose as well over the month.

Municipal returns ended March in positive territory. The Bloomberg Municipal Index returned 2.22% in the month and 2.78% year-to-
date. Longer-maturity AAA benchmark yields have declined for four consecutive weeks in March. In February, average yields rose 46
basis points, but reversed in March when average yields were down almost 30 basis points.  However, investor outflows from
municipal mutual funds continued.

As sentiment regarding the stability of the financial sector continues to improve, rates on the short end of the yield curve have begun
to tighten back. Going into tax season, we believe rates will likely remain elevated as investors sell tax-exempt money market
securities and funds to raise cash to meet tax payments.

 Portfolio Activity and Outlook
The weighted average maturity (WAM) on the portfolio shortened in March as tax-exempt commercial paper rolled down and we
looked to raise liquidity in stressed market conditions. Overall, we believe the portfolio is well positioned for a rising rate
environment, with a short duration and high concentrations in VRDOs and floating-rate securities.

We continue to hold a bias for higher quality assets overall and have a preference for essential service revenue issues like water &
sewer, public power, and health care, and advocate careful security selection.

A2/P2 rated securities remain an attractive investment option, in our view, as they allow us to diversify  away from more traditional
state and local government credits to corporate entities issuing in the tax-exempt market.

Municipal credit quality continues to remain solid, and higher employment, increasing wages and rising property values have all
served to bolster tax receipts. In general, municipal bonds as an asset class are also considered more defensive than most others
during times of economic stress. State and local governments budget in advance, and it takes some time for economic downturns to
start affecting their balance sheets – even more so for local municipalities that rely heavily on property taxes. Housing property tax
receipts typically decline years after economic shocks, as it takes time for home values to be reassessed.

 

 

 Source: Morgan Stanley Investment Management. Data as of March 31, 2023. Performance for other share classes will vary. 
 One basis point = 0.01% 
 Source: Bloomberg L.P. Data as of March 31, 2023. 
 Diversification neither assures a profit nor guarantees against loss in a declining market. 

 
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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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 these portfolios. Please be aware that these  
portfolios may be subject to certain additional risks. Fixed-
income securitiesare 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 interest-rate 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.
Municipal securities are subject to early redemption risk and  
sensitive to tax, legislative and political changes. Tender option
bonds. The risks of tender option bonds include the risk that 
the owner of such instrument may not be considered the 
owner for federal income tax purposes and thus will not be

entitled to treat such interest as exempt from federal income
tax. Taxability risk. Changes in tax laws or adverse
determinations by the Internal Revenue Service (“IRS”) may
make the income from some municipal obligations taxable.
LIBOR Discontinuance or Unavailability Risk.  The regulatory
authority that oversees financial services firms and financial
markets in the U.K. has announced that, after the end of 2021, it
would no longer persuade or compel contributing banks to
make rate submissions for purposes of determining the LIBOR
rate.  As a result, it is possible that commencing in 2022 , LIBOR
may no longer be available or no longer deemed an appropriate
reference rate upon which to determine the interest rate on or
impacting certain derivatives and other instruments or
investments comprising some of the Fund’s
portfolio. Restricted and illiquid securities may be more
difficult to sell and value than publicly traded securities
(liquidity risk). 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.

DEFINITIONS

Ratings: The rating given by a Nationally Recognized
Statistical Rating Organization ("NRSRO") is the rating firms’ 
subjective opinion concerning the ability and willingness of an 
issuer to meet its financial obligations in full and on time.

FUND FACTS
Inception Date
December 19, 2018

Base currency
U.S. dollars

Index
Bloomberg BVAL Municipal AAA Yield Curve (Callable) 3-Month Index

Performance (%)
As of March 31, 2023

MTD QTD YTD 1 YR 3 YR 5 YR 10 YR SINCE INCEPTION
Class IN Shares at NAV 0.26 0.72 0.72 1.70 0.65 -- -- 0.89

Bloomberg BVAL Municipal AAA Yield Curve (Callable) 3-Month Index 0.25 0.66 0.66 2.00 0.78 -- -- 0.90

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 0.60% for Class IN shares and the net expense ratio is 0.35%.  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. The minimum initial
investment for Class IN is $10,000,000.
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 IN. Performance for other share classes will vary.

 

 



Ratings apply only to portfolio holdings and do not remove the
Fund’s market risk.

Securities purchased by the Fund (or the issuers of such
securities) will carry a rating in the highest two rating categories,
A-2, P-2 or F2 or better by S&P, Moody’s or Fitch, respectively, or
the equivalent by another NRSRO, or if unrated, considered by
the Adviser to be of equivalent quality.

INDEX INFORMATION

Bloomberg BVAL Municipal AAA Yield Curve (Callable) 3-
Month Index: BVAL Municipal AAA Benchmark Bloomberg’s
evaluated pricing service, BVAL, provides a municipal "AAA" 5%
coupon benchmark yield curve that is the baseline curve for
BVAL tax-exempt municipals. It is populated with high quality US
municipal bonds with an average rating of "AAA" from Moody’s
and S&P. The yield curve is built using non-parametric fit of
market data obtained from the Municipal Securities Rulemaking
Board, new issues calendars, and other proprietary contributed
prices. The benchmark is updated hourly and utilizes eligible
"AAA" traded observations throughout the day and accessible on
through Bloomberg services. The 3-Month curve is one data
point of the overall BVAL Municipal AAA Benchmark Curve. The
index is unmanaged and does not include any expenses, fees or
sales charges. It is not possible to invest directly in an index.

The SIFMA Municipal Swap Index is a 7-day high-grade market
index comprised of tax-exempt variable rate demand obligations
(VRDOs) reset rates that are reported to the Municipal Securities
Rule Making Board’s (MSRB’s) SHORT reporting system.

The Bloomberg U.S. Municipal Bond Index is an index that
covers the USD-denominated long-term, tax-exempt bond
market. The index has four main sectors: state and local general
obligation bonds, revenue bonds, insured bonds and pre-refunded
bonds. It is composed of approximately 1,100 bonds.

“Bloomberg®” and the Bloomberg Index/Indices used are service
marks of Bloomberg Finance L.P. and its affiliates, and have been
licensed for use for certain purposes by Morgan Stanley
Investment Management (MSIM). Bloomberg is not affiliated
with MSIM, does not approve, endorse, review, or recommend
any product, and. does not guarantee the timeliness,
accurateness, or completeness of any data or information
relating to any product.

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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