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With the world of finance at another major AUTHORS
turning point, asset owners are increasingly

: . . . ALTERNATIVE DISTRIBUTION
allocating to alternatives such as private equity MANAGEMENT TEAM

(PE) to meet their long-term investment
objectives. The trend may become more
pronounced, as recent volatility in public markets
adds to the appeal of private assets. At this
critical juncture for markets, however, allocation
decisions are not straightforward and asset
owners must confront a host of questions as they
evaluate prospective managers. For instance, what
investment style is best suited for generating
returns in today's changed investment landscape
and how will cyclical drivers affect performance?
Should limited partners (LPs) increase PE
exposure now or wait until volatility dissipates?

Key Takeaways

* INVESTMENT STYLE: As earnings growth is likely to be the
principal driver of PE returns ahead, manager selection
will remain key, with experts in profitability-enhancing
operational improvements and strategies that capture
synergies best placed to generate alpha.

 CYCLICAL DRIVERS: As we enter a new phase of the cycle, rising
interest rates may lead to reduced leverage and lower multiple
expansion, limiting the contribution to performance from these
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key return levers. Accordingly, allocators
may want to limit exposure to managers
who have predominantly relied on these
performance drivers to generate returns.

 TIMING: While LPs may experience
pressure to stray from long-term
investing planning in times of financial
turbulence, data shows that, historically,
private equity vintages following a
market crisis have performed strongly,
notably in comparison to public market
equivalents.

* DRY POWDER: Fundraising may slow,
but dry powder remains at record levels
of $3.6 trillion, which should sustain
high transaction volumes. Given the
ongoing competition for quality assets,
deal origination at attractive value-at-
entry levels is not a given and GPs have
to remain selective and disciplined to
create value.

Understanding Performance Drivers

Monetary tightening, fiscal retrenchment
and supply-side disruptions are together
reducing global demand. The slowdown
in economic activity, together with higher
inflation and rising interest rates, has

shaken global equity markets, pushing
them into bear market territory. Pre-
Covid, investors were already looking to
increase their allocations to alternatives
to meet their long-term investment
objectives (e.g., private equity AUM is
forecast to double by 2025 from $4.42
trillion in 2020).! Given the current
volatile investment climate, this trend
can only be expected to accelerate, as
the value add from stable private equity
returns in an investment portfolio has
become increasingly clear.

To put the health of private equity
markets and long-term return trends into
context, we need to understand:

« First, the main performance drivers for
the asset class, and

« second, the critical importance that
market timing has for PE vintages
during downturns.

Below, we analyze the three performance
contributors driving long-term return
trends—Ileverage, multiple expansion and
earnings—and investigate how current
conditions for each factor may shape
returns into the future.

LEVERAGE. Prior to the global financial
crisis (GFC), leverage contributed 50%

to 70% of PE returns, before gradually
declining to 25% in the decade following
the crisis.? Post- GFC, leverage edged up
to reach roughly seven times EBITDA by
the early 2020s from just over five times

a decade ago (Display 1). Falling global
interest rates and low financing costs made
higher leverage possible. Accordingly,

as rates have begun to rise, the impact

of higher financing costs may become a
headwind, particulatly for businesses with
high gearing. As a result, capital structure
health will become key for general
partners (GPs) evaluating prospective
investments. In the leveraged loan market,
an important financing source for PE
transactions, technicals and fundamentals
have become slightly less supportive but
remain healthy compared to historical
levels. Default and distress ratios are

low at 0.28% and 2.81% respectively

but are slowly trending upward. Interest
coverage has slipped in line with higher
rates but remains adequate at over four
and a half times earnings before interest
and taxes. Against this backdrop, the
market is arguably well placed to weather
an outlook for higher rates. That said,
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1“The Future of Alternatives 2025," Pregin. As of August 2020.
2 “Performance Analysis and Attribution with Alternative Investments.” Institute for Private Capital. 12 February 2022.
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DISPLAY 2
Historical PE Entry Valuations
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financing conditions are becoming more
restrictive, signalling that leverage and
its contribution to PE returns is likely to
be lower than we have seen in the past
20 years.

MULTIPLE EXPANSION. ]ust as low
interest rates facilitated rising leverage,
the willingness of lenders to back deals
also sustained buoyant valuations,
helping multiple expansion contribute
28% to PE returns in the decade
following the financial crisis.? As rates
continue to rise and credit conditions
become potentially less supportive, simply

relying on multiple expansion will not be
enough to drive returns. Of course, lower
entry multiples may present a buying
opportunity for flush GPs (Display 2),
though, PE sellers may also face exit
headwinds, admittedly. As we have seen
in past downturns, GPs may opt to

delay divestments until better conditions
prevail, which may also cause structures
such as secondaries or continuation funds
to see stronger growth as GPs seek to
avoid forced exits. Importantly, we do
not expect multiple expansion to drive
returns as much as it has over the past 20

years in an environment of rising interest
rates, which places an added emphasis on
capturing value at entry in transactions.

EBITDA GROWTH. Earnings has become
the most important value driver for private
equity, particularly in the post-2008

crisis period. In the decade following

the GFC, revenue growth and margin
expansion accounted for 37% and 10% for
a total 47% contribution from EBITDA
growth (Display 3). As indicated above,
multiple compression and rising debt

costs will likely see earnings increase its
importance as a source of value creation

DISPLAY 3

Private Equity Performance Attribution, 1984-2018

EBITDA MARKET
REVENUE MARGIN TOTAL EBITDA GPEBITDA TOTAL MARKET GPEXCESS DELEVER- TOTAL
GROWTH EXPANSION EARNINGS | MULTX MULTX VALUATION| LEVERAGE LEVERAGE AGING LEVERAGE MOIC
ALL YEARS 36% 6% 42% 12% 7% 19% 16% 30% 1% 39% 2.65
PRE-2000 36% 6% 42% -6% -6% -12% 15% 46% 9% 70% 2.87
2000-2007 35% 2% 37% 0% 12% 12% 15% 37% -2% 50% 278
2008-2018 37% 10% 47% 25% 3% 28% 17% 22% -14% 25% 2.52

Source: “Performance Analysis and Attribution with Alternative Investments." Institute for Private Capital. 12 February 2022.

Note: MOIC = Multiple on Invested Capital.
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even further. Accordingly, GPs will need
a credible growth strategy in order to
create value for LPs. In our view, buy-and-
build strategies will be key to unlocking
stronger revenue growth and maximizing
operational efficiencies, as they help to
grow scale and capture synergies. Such

an investment approach is repeatable and
often allows for add-on acquisitions at
below headline valuation multiples. Other
avenues of value creation may include
partnering with founders in the mid-
market (particularly, those seeking support
from financial investors for the first time)
and reducing operational vulnerabilities to
make businesses less sensitive to economic

headwinds.

The Importance of Market Timing
STAYING THE COURSE

Private market investments tend to be
long-term by design. However, during
periods of market stress, short-term
pressures can cause investors to veer away
from long-term investment planning. At
the same time, market corrections tend
to slow future commitments, as investors
focus on more volatile liquid investments
or face constraints related to the so-called
“denominator effect,” which typically
occurs when sharp falls in public markets
result in higher portfolio exposures to less
liquid asset classes.

As Morgan Stanley Investment
Management’s Portfolio Solutions
Group (PSG) noted in “Post-Crisis
Private Markets Investing,” PE vintages
following the immediate onset of a crisis
(2001-2004, 2009-2012) outperformed
late-cycle vintages (1998-2000, 2005-
2007) by an average of 64% on a
median net IRR basis.> As can be seen
in the below chart (Display 4), private
equity also outperformed its public
market equivalent (PME) consistently
and regardless of market conditions. In
fact, the magnitude of outperformance
suggests investors would have garnered
higher returns by upping PE allocations

IN BRIEF

FUTURE: GP skilfulness in
operations will matter more.
Implementing best-in-class
operations and capturing
synergies and scale through
strategies such as buy-and-
build will be key to manager
success. Concurrently, higher
borrowing costs and less
buoyant IPO and strategic
buyer demand will do little
to Lift multiples.

PAST: Pre-2000, PE
buyouts were fuelled by

the advent of the leveraged
credit market, which allowed
leverage to drive as much as
70% of PE returns. Although
debt-to-equity ratios in
LBOs gradually trended
downward, financial gearing
still contributed 50% to PE
returns over 2000 to 2007.

PRESENT: Earnings is the
engine of growth in private
equity, accounting for nearly
half of value creation,
according to the most recent
data available (Display 3).*
Leverage's contribution
comprised roughly one-
quarter of total MOIC, only
slightly behind multiple
expansion.

DISPLAY &
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and decreasing their public equities Accordingly, we may see a short-term dip

exposure in times of crisis. in fundraising while market conditions

remain challenging. Furthermore, it is also

The PSG paper also highlighted the wide

probable that some institutional investors
dispersion in returns between private

now find themselves slightly over-allocated
to PE due to the sharp swings in public
market valuations, which may cause the

equity managers, which historically has
widened in post-crisis markets: In 2003,
the spread between top and bottom

denominator effect to temporarily impede
quartile fund performance was 18%

future commitments.
wider year-on-year and peaked at 72% in

All of that being said, dry powder remains
at record levels of $3.6 trillion and GPs
will be eager to draw down this capital to
put to work in deals.” This should sustain

2009 compared to the previous year.®

Turning to fundraising, history shows
that commitments to private equity
have traditionally fallen in downcycles.

“ Ibid.

5 “Post-Crisis Private Markets Investing,” Portfolio Solutions Group, Morgan Stanley Investment Management. 2020.
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DISPLAY 5
Fundraising Dips in Down Markets
U.S. PE Capital Raised By Fund Size
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competition for assets, particularly in the
large-cap space (Display 5), which makes
deal origination and value at entry key to
PE value creation. As the large-cap LBO
market often attracts the greatest amount
of capital, specialists in mid-market deals
may be better placed to source investments
with greater potential for upside.

Conclusion

In summary, we believe that investors
should prepare for an environment where
neither multiple expansion nor leverage
contribute significantly to performance,
which means GP skilfulness in operations
will matter more. We expect GP
performance dispersion to increase, as the
changing composition to returns benefits
some managers and challenges others.

— <$1bn

19 20 21 1

While current market conditions remain
challenging, we believe that private equity
is well placed for future growth and will
reward investors allocating to the asset
class. In our view, the historical evidence
supports staying the course, as PE has
managed to absorb market dislocations
and capitalize on interesting entry points.
PE is showing the most growth potential
among private assets and will very likely
account for nearly 70% of alternatives
AUM by 2025, according to Preqin.? As it
is, PE fundraising has been strong thanks
to the asset class’s exceptionally robust
performance over the past decade.

While the denominator effect may slow
fresh commitments from LPs, longer-
term allocations will likely rise as this
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Source: Cambridge Associates. As of 31 March 2022.

constraint eases and new investors come
into the market. Tactically, after the
initial shock of the Covid pandemic,
investor sentiment turned towards
opportunities in an environment of
capital scarcity. Ahead, we would

expect investors with capacity for new
investments to remain active and seek to
benefit from dislocation vintages.

For investors looking to deploy capital
and select GPs, the private equity
universe is not a panacea and sector and
manager selection will likely become
much more important. There will be
elements of stress and fewer tailwinds,
but it should favour long-term investors
and GPs who can create value through
operational improvements.

7 “Shifting Gears: Private Equity Report Midyear 2022," Bain & Company. 18 July 2022.
8 “The Future of Alternatives 2025," Pregin. As of August 2020.
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Risk Considerations

Historical performance information is not indicative of future results, and the historical performance information in this paper should
not be viewed as an indicator of any future performance that may be achieved as a result of implementing an investment strategy

substantially identical or similar to that described in this paper.

Alternative investments are speculative and include a high degree of risk. Investors could lose all, or a substantial amount, of their
investment. Alternative instruments are suitable only for long-term investors willing to forgo liquidity and put capital at risk for an
indefinite period of time. Alternative investments are typically highly illiquid—there is no secondary market for private funds, and
there may be restrictions on redemptions or the assignment or other transfer of investments in private funds. Alternative investments
often utilize leverage and other speculative practices that may increase volatility and risk of loss. 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. Morgan Stanley Investment Management (MSIM), its affiliates and its and their respective
directors, officers, members, partners, employees, agents, advisors, representatives, heirs and successors shall have no liability
whatsoever with respect to any person’s or entity’s receipt, use of or reliance upon this document or any information contained
herein. 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.

IMPORTANT INFORMATION

The information contained herein refers to research, but does not constitute
an equity research report and is not from Morgan Stanley Equity Research.
The views expressed herein are those of MSIM as of the date of preparation
and are subject to change at any time due to changes in market and
economic conditions. The views and opinions expressed herein may differ
from those of other Morgan Stanley affiliates or businesses. The views
and opinions expressed herein are based on matters as they exist as of the
date of preparation of this piece 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.

These comments are not necessarily representative of the opinions and
views of any other MSIM portfolio manager or of Morgan Stanley as a
whole. While the information contained herein is believed to be reliable, we
cannot guarantee its accuracy or completeness, and accordingly, we make
no representation or warranty with respect thereto. The recipient should
bear in mind that past performance is not indicative of future results. Keep
in mind that forecasts are inherently limited and should not be relied upon
as an indicator of future performance. The views expressed are subject
to change based on market, economic and other conditions. They should
not be construed as recommendations, but as an illustration of broader
economic themes.

Information regarding expected market returns and market outlooks is based
on the research, analysis, and opinions of the investment team of MSIM.
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.

Certain information contained herein constitutes forward-looking statements,
which can be identified by the use of forward-looking terminology such as
“may," “will,” “should,” “expect,” “anticipate,” “project,” “estimate,” “intend,”
continue” or “believe” or the negatives thereof or other variations thereon or
other comparable terminology. Due to various risks and uncertainties, actual
events or results may differ materially from those reflected or contemplated
in such forward-looking statements. No representation or warranty is made
as to future performance or such forward-looking statements.

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. There
are important differences in how the strategy is carried out in each of the
investment vehicles. Your financial professional will be happy to discuss with
you the vehicle most appropriate for you given your investment objectives,
risk tolerance and investment time horizon. This piece has been prepared
solely for informational purposes and is not an offer, or a solicitation of
an offer, to buy or sell any security or instrument or to participate in any
trading strategy or other investment. The material contained herein has
not been based on a consideration of any individual recipient circumstances
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and is not investment advice, nor should it be construed in any way as tax,
accounting, legal or regulatory advice. To that end, the recipient should
seek independent legal and financial advice, including advice as to tax
consequences, before making any investment decision. 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.

By accepting this document, you agree that such document (including any
data, analysis, conclusions or other information contained herein provided
by MSIM in connection herewith) may not be reproduced or otherwise
shared or distributed to any other persons, in whole or in part, without the
prior consent of an MSIM representative.

Persons considering an alternative investment should refer to the specific
investment's offering documentation, which will fully describe the specific
risks and considerations associated with such investment.

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

Alternative investments typically have higher fees and expenses than
other investment vehicles, and such fees and expenses will lower returns
achieved by investors. Funds of funds often have a higher fee structure than
single manager funds as a result of the additional layer of fees. Alternative
investment funds are often unregulated, are not subject to the same
regulatory requirements as mutual funds, and are not required to provide
periodic pricing or valuation information to investors. The investment
strategies described in the preceding pages may not be suitable for the
recipient’s specific circumstances; accordingly, you should consult your own
tax, legal or other advisors, both at the outset of any transaction and on
an ongoing basis, to determine such suitability.

Risks Relating to Private Equity Investments. Private equity funds will
typically invest in securities, instruments and assets that are not, and
are not expected to become, publicly traded and therefore may require a
substantial length of time to realize a return or fully liquidate. There can
be no assurance that any such fund will be able to identify, choose, make
or realize investments of the type targeted for their fund, or that such
fund will be able to invest fully its committed capital. There can be no
assurance that a fund will be able to generate returns for its investors or
that returns will be commensurate with the risks of the investments within
such fund'’s investment objectives. The business of identifying and structuring
investments of the types contemplated by these funds is competitive and
involves a high degree of uncertainty. In addition to competition from
other investors, the availability of investment opportunities generally will
be subject to market conditions as well as, in many cases, the prevailing
regulatory or political climate.



Epidemics and Other Health Risks. Many countries have experienced
outbreaks of infectious illnesses in recent decades, including swine flu, avian
influenza, SARS and the 2019-nCoV (the “Coronavirus”). In December 2019,
an initial outbreak of the Coronavirus was reported in Hubei, China. Since
then, a large and growing number of cases have been confirmed around
the world. The Coronavirus outbreak has resulted in numerous deaths and
the imposition of both local and more widespread “work from home” and
other quarantine measures, border closures and other travel restrictions,
causing social unrest and commercial disruption on a global scale and
significant volatility in financial markets. In March 2020, the World Health
Organization declared the Coronavirus outbreak a pandemic.

The ongoing spread of the Coronavirus has had, and will continue to have,
a material adverse impact on local economies in the affected jurisdictions
and also on the global economy, as cross border commercial activity
and market sentiment are increasingly impacted by the outbreak and
government and other measures seeking to contain its spread. The global
impact of the outbreak has been rapidly evolving, and many countries
have reacted by instituting quarantines and restrictions on travel. These
actions are creating disruption in supply chains, and adversely impacting
a number of industries, including but not limited to retail, transportation,
hospitality, and entertainment. In addition to these developments having
adverse consequences for certain portfolio companies and other issuers,
our operations have been, and could continue to be, adversely impacted,
including through quarantine measures and travel restrictions imposed on
our personnel or service providers based or temporarily located in affected
countries, or any related health issues of such personnel or service providers.
Any of the foregoing events could materially and adversely affect a fund's
ability to source, manage and divest its investments and its ability to fulfil
its investment objectives. Similar consequences could arise with respect
to other comparable infectious diseases.

Prospective investors should note that any information provided regarding
valuations, targets and/or prior performance was determined and relates
to periods prior to the widespread outbreak of the COVID-19 pandemic
and does not reflect any estimated negative impact of the outbreak or the
related economic ramifications. Given the significant economic and financial
market disruptions currently occurring and anticipated in connection with
the outbreak, it is expected that the valuation and performance of certain
markets and/or investments will be materially adversely impacted for future
periods (at least in the short term).

This is prepared for sophisticated investors who are capable of understanding
the risks associated with the investments described herein and may not
be appropriate for the recipient. No investment should be made without
proper consideration of the risks and advice from your tax, accounting, legal
or other advisors as you deem appropriate.

Morgan Stanley does not render tax advice on tax accounting matters
to clients. This material was not intended or written to be used, and it
cannot be used with any taxpayer, for the purpose of avoiding penalties
which may be imposed on the taxpayer under U.S. federal tax laws. Federal
and state tax laws are complex and constantly changing. Clients should
always consult with a legal or tax advisor for information concerning their
individual situation.

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.

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.

For illustrative purposes only. The statements above reflect the opinions
and views of MSIM as of the date hereof and not as of any future date
and will not be updated or supplemented. All forecasts are speculative,
subject to change at any time and may not come to pass due to economic
and market conditions. Past performance is not indicative of future results.

This document may be translated into other languages. Where such a
translation is made this English version remains definitive. If there are any
discrepancies between the English version and any version of this document
in another language, the English version shall prevail.

All information contained herein is proprietary and is protected under
copyright and other applicable laws.
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DISTRIBUTION

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

Ireland: MSIM Fund Management (Ireland) Limited. Registered Office: The
Observatory, 7-11 Sir John Rogerson’s Quay, Dublin 2, DO2 VC42, Ireland.
Registered in Ireland as a private company limited by shares under company
number 616661. MSIM Fund Management (Ireland) Limited is 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 3-7th Floor- Unit
701and 702, Level 7, Gate Precinct Building 3, Dubai International Financial
Centre, Dubai, 506501, United Arab Emirates. Telephone: +97 (0)14 709
7158). Germany: MSIM Fund Management (Ireland) Limited Niederlassung
Deutschland, Grosse Gallusstrasse 18, 60312 Frankfurt am Main, Germany
(Gattung: Zweigniederlassung (FDI) gem. § 53b KWG). Italy: MSIM Fund
Management (Ireland)Limited, Milan Branch (Sede Secondaria di Milano)
is a branch of MSIM Fund Management (Ireland) Limited, a company
registered in Ireland, regulated by the Central Bank of Ireland and whose
registered office is at The Observatory, 7-11 Sir John Rogerson’s Quay,
Dublin 2, D02 VC42, Ireland. MSIM Fund Management (Ireland) 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 11488280964. The Netherlands: MSIM Fund
Management (Ireland) Limited, Rembrandt Tower, 11th Floor Amstelplein
11096HA, Netherlands. Telephone: 31 2-0462-1300. Morgan Stanley
Investment Management is a branch office of MSIM Fund Management
(Ireland) Limited. MSIM Fund Management (Ireland) Limited is regulated
by the Central Bank of Ireland. France: MSIM Fund Management (Ireland)
Limited, Paris Branch is a branch of MSIM Fund Management (Ireland)
Limited, a company registered in Ireland, regulated by the Central Bank
of Ireland and whose registered office is at The Observatory, 7-11 Sir John
Rogerson's Quay, Dublin 2, DO2 VC42, Ireland. MSIM Fund Management
(Ireland) Limited Paris Branch with seat at 61rue de Monceau 75008 Paris,
France, is registered in France with company number 890 071 863 RCS.
Spain: MSIM Fund Management (Ireland) Limited, Sucursal en Espafia is a
branch of MSIM Fund Management (Ireland) Limited, a company registered in
Ireland, regulated by the Central Bank of Ireland and whose registered office
is at The Observatory, 7-11 Sir John Rogerson's Quay, Dublin 2, DO2 VC42,
Ireland. MSIM Fund Management (Ireland) Limited, Sucursal en Espafia with
seat in Calle Serrano 55, 28006, Madrid, Spain, is registered in Spain with
tax identification number WO058820B. Switzerland: Morgan Stanley & Co.
International plc, London, Zurich Branch Authorised and regulated by the
Eidgensssische Finanzmarktaufsicht (‘FINMA”). Registered with the Register
of Commerce Zurich CHE-115.415.770. Registered Office: Beethovenstrasse
33, 8002 Zurich, Switzerland, Telephone +41(0) 44 588 1000. Facsimile
Fax: +41(0) 44 588 1074.

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. 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 577). 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 publication
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", (i) 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
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provision of the SFA. In particular, for investment funds that are not
authorized or recognized by the MAS, units in such funds are not allowed
to be offered to the retail public; any written material issued to persons as
aforementioned in connection with an offer is not a prospectus as defined
in the SFA and, accordingly, statutory liability under the SFA in relation to
the content of prospectuses does not apply, and investors should consider
carefully whether the investment is suitable for them. This publication has
not been reviewed by the Monetary Authority of Singapore.

IMPORTANT INFORMATION

EMEA: This marketing communication has been issued by MSIM Fund
Management (Ireland) Limited. MSIM Fund Management (Ireland) Limited is
regulated by the Central Bank of Ireland. MSIM Fund Management (Ireland)
Limited is incorporated in Ireland as a private company limited by shares
with company registration number 616661 and has its registered address at
The Observatory, 7-11Sir John Rogerson’s Quay, Dublin 2, D02 VC42, Ireland.

Explore our site at www.morganstanley.com/im

All investments involve risks, including the possible loss of principal. 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.

MSIM has not authorised financial intermediaries to use and to distribute
this document, unless such use and distribution is made in accordance with
applicable law and regulation. MSIM shall not be liable for, and accepts
no liability for, the use or misuse of this document by any such financial
intermediary. If you are a distributor of the Morgan Stanley Investment
Funds, some or all of the funds or shares in individual funds may be available
for distribution. Please refer to your sub-distribution agreement for these
details before forwarding fund information to your clients.
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