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INVESTMENT MANAGEMENT

Morgan Stanley  
Global Emerging Markets Equity Strategy

The Morgan Stanley Global Emerging Markets Equity 
Strategy is a core strategy with a growth bias that seeks 
attractive long-term, risk-adjusted returns by investing in 
emerging market equities. To help achieve its objective, the 
strategy combines top-down country allocation with bottom-
up stock selection and disciplined risk management.

Investment Philosophy
The Global Emerging Markets Equity team bases its investment philosophy on 
proprietary research which shows that both country-level and stock-specific factors 
can drive risks and returns in emerging markets. Therefore, the team seeks to add 
value by integrating top-down country allocation and bottom-up stock selection 
with a growth bias.

The team believes that in the long term, the dynamics of emerging markets are 
beneficial to the earnings of selective growth companies. Rather than focus on 
short-term cyclical bubbles, the team takes a thematic approach to investing 
to identify longer-term trends not fully appreciated by the market. As often as 
possible, the team takes contrarian positions. This allows them to develop sound 
reasons for why consensus may overlook or ignore elements of a country or a stock 
where positive change may yet occur.

Investment Process
The team follows a disciplined investment process that integrates top-down 
country allocation with bottom-up security selection (see display on next page):

TOP-DOWN COUNTRY ALLOCATION

• Global analysis: The team analyzes global economic conditions, paying 
particular attention to the economies of the United States, Japan, China and 
Europe—and their impact on emerging-market performance.

• Emerging market analysis: The team closely analyzes an investment universe 
of some 25 to 30 countries (MSCI EM countries and others) to identify 
improving fundamentals and compelling catalysts. The team overweights 
countries where improving macroeconomic, social and political fundamentals 
may not yet be fully reflected in market valuations and sentiment.

• Country allocation: Lead portfolio manager Ruchir Sharma determines the 
strategy’s country allocation, drawing on frequent travel, the input of regional 
portfolio managers and the macroeconomic assessment of the analyst team.

Strategy at a Glance
Inception November 1991

Benchmark MSCI Emerging Markets 
Index (MSCI EM)1

Country weight2 ±5% of the benchmark

Industry weight2 ±10% of the benchmark

Security weight2 ±3% of the benchmark

Typical number 
of holdings3

125–150

1 The strategy invests in the market capitalization range 
of the MSCI Emerging Markets Index (Net), which is 
a free float-adjusted market capitalization index that 
is designed to measure equity market performance 
in the global emerging markets. It is not possible to 
invest directly in an index.
2 Weights represents typical ranges and are not a 
maximum number. The portfolio may exceed this 
from time to time due to market conditions and 
outstanding trades.
3 The number of holdings provided is a typical range, 
not a maximum number. The portfolio may exceed 
this from time to time due to market conditions and 
outstanding trades.

This material is for Professional Clients only, 
except in the U.S. where the material is for Insti-
tutional Investor use only. The material may not 
be redistributed or used with the general public.
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BOTTOM-UP SECURITY SELECTION

• Investable universe: The team monitors an investment 
universe of approximately 2,000 companies based on a 
liquidity analysis of trading volumes and commonly available 
information on each security.

• Closely followed universe: The team then conducts a 
deeper analysis of companies, focusing on a group of 400 to 
450 companies based on a combination of factors, including 
index representation, company visits, industry analysis and a 
screening of sell-side research.

• Security selection: Among the closely followed universe, 
the team’s portfolio managers select a total of roughly 125-150 
stocks from companies exhibiting quality management; a 
strong business model with competitive advantages; good free 
cash-flow4 generation and the effective use thereof; a healthy 
balance sheet; and the potential for high earnings growth. 
Throughout this process, the portfolio managers identify 
themes, contribute ideas and perspectives to the overall team, 
and collaborate on identifying what they believe to be the best 
stocks for their respective regions. Each portfolio manager is 
accountable at the country level for portfolio performance.

Display 1: We translate macro-thematic research 
and fundamental bottom-up analysis into a growth-
oriented portfolio

Country
Allocation

Stock 
Selection

The information presented represents how the portfolio management 
team generally applies their investment management process under 
normal market conditions.

Competitive Advantages
Morgan Stanley Investment Management pioneered investing 
in emerging markets in 1986, and has demonstrated expertise 
through all market cycles. As core investors with a growth bias, 
the team believes its integration of country allocation with stock 
selection helps drive competitive performance.

• Country allocation: The team believes future economic 
growth matters most for stock returns. The team overweights 
countries whose growth will likely beat expectations, and 
underweights problem countries. 

• Stock selection: In constructing the portfolio, the team 
focuses on stocks exhibiting potential for high earnings 
growth, a growing market share, robust corporate governance, 
and quality management.

• Performance: Through their disciplined approach, the team 
seeks to generate consistent alpha over various market cycles 
and provide a measure of downside protection.

Investment Team5

Led by Ruchir Sharma, the Global Emerging Markets 
investment team includes portfolio managers and research 
analysts based in New York and Singapore. In addition, the team 
has research analysts and portfolio advisors located in Mumbai. 
The team believes that their extensive collective investment 
experience, obtained throughout various market cycles, enables 
superior investment decision-making and can help generate 
attractive long-term returns.

5 Team members may change without notice from time to time.4 Free cash flow equals operating cash flows (net income plus amortization 
and depreciation) minus capital expenditures and dividends.
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This material is for Professional Clients only, except in the U.S. 
where the material is for Institutional Investor use only. The 
material may not be redistributed or used with the general public.

This communication is a marketing communication. The document has 
been prepared solely for information 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. 

Except as otherwise indicated herein, the views and opinions expressed 
herein are those of the portfolio management team, are based on 
matters as they exist as of the date of preparation and not as of any 
future date, and will not be updated or otherwise revised to reflect 
information that subsequently becomes available or circumstances 
existing, or changes occurring, after the date hereof. 

Any index referred to herein is the intellectual property (including 
registered trademarks) of the applicable licensor. Any product based 
on an index is in no way sponsored, endorsed, sold or promoted 
by the applicable licensor and it shall not have any liability with 
respect thereto. 

All information contained herein is proprietary and is protected 
under copyright law. 

RISK WARNINGS 
Past performance is not a guarantee of future performance. There 
can be no assurance that the Strategy will achieve its investment 
objectives. Portfolios are subject to market risk, which is the possibility 
that the value of the investments and the income from them can go 
down as well as up and an investor may not get back the amount 
invested. Accordingly, you can lose money investing in this strategy. 
Please be aware that this strategy may be subject to certain additional 
risks. In general, equity securities’ values also fluctuate in response 
to activities specific to a company. 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 investments in foreign 
developed countries. Derivative instruments can be illiquid, may 
disproportionately increase losses and may have a potentially large 
negative impact on the portfolio’s performance. 

This communication is only intended for and will be only distributed 
to persons resident in jurisdictions where such distribution or 
availability would not be contrary to local laws or regulations.

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 read the 
relevant offering document(s).

EMEA:
This communication was issued and approved in the United Kingdom 
by Morgan Stanley Investment Management Limited, 25 Cabot 
Square, Canary Wharf, London E14 4QA, authorized and regulated 
by the Financial Conduct Authority, for distribution to Professional 
Clients only and must not be relied upon or acted upon by Retail 
Clients (each as defined in the UK Financial Conduct Authority’s rules).

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. 
If such a person considers an investment she/he should always 
ensure that she/he has satisfied herself/himself that she/he has been 
properly advised by that financial intermediary about the suitability 
of an investment.

US:
A separately managed account may not be suitable for all investors. 
Separate accounts managed according to the Strategy include a 
number of securities and will not necessarily track the performance 
of any index. Please consider the investment objectives, risks and 
fees of the Strategy carefully before investing. A minimum asset 
level is required. For important information about the investment 
manager, please refer to Form ADV Part 2.

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.

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.

Morgan Stanley is a full-service securities firm engaged in a wide 
range of financial services including, for example, securities trading 
and brokerage activities, investment banking, research and analysis, 
financing and financial-advisory services.
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