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Morgan Stanley is pleased to announce our anticipated money market fund
(MMF) product range in response to the new European Union (EU) MMF
regulations. Our new product lineup has been designed to offer our clients:

e Seamless transition to the new regulatory regime

e Comprehensive product range within three currencies
e Consistent intra-day liquidity

e Continued operational simplicity

e Provisional conversion date targeted for the fourth quarter of 2018

After carefully taking into consideration client feedback, our product lineup will include constant net asset
value (CNAV) funds, low volatility net asset value (LVNAV) funds, and variable net asset value (VNAV) funds.
Please note that the planned line up set out in the below table is subject to regulatory and board approval
and may change in response to client demand. The lineup will be as follows:

Planned MMF Product Spectrum
Existing Funds

CURRENCY EXISTING FUNDS TO CONVERT TO

usb USD CNAV Fund USD LVNAV

usD USD CNAV Treasury Fund USD Public Debt CNAV
EUR Euro CNAV Fund EUR VNAV (short-term)
GBP GBP CNAV Fund GBP LVNAV

Proposed New Funds

CURRENCY FUND TYPE

usD USD VNAV (short-term)
usb USD VNAV (standard)
EUR EUR LVNAV*

EUR EUR VNAYV (standard)
GBP GBP VNAV (short-term)

* Subject to positive net yield environment



What's happening with EUR?

There has been much discussion by the regulatory authorities about the reverse distribution mechanism
(RDM) which is currently utilised by EUR CNAV funds to reflect the net negative yield that the funds
generate. This mechanism has previously allowed euro-denominated MMFs to continue to transact at

a constant EUR 1.00 unit price despite the negative interest rate environment. At the time of writing, it
appears likely that the regulators will not allow RDM to be utilised post reform, making LVNAV and Public
Debt CNAV structures for EUR MMFs unfeasible as long as the net negative interest rate environment for
EUR persists. As a result, we are converting our existing CNAV EUR Fund to a short-term VNAV EUR fund.

We intend to have a LVNAV EUR fund offering in our prospectus in readiness for when returns become
positive. Additionally, in the current negative yield environment we will offer only an accumulating
share class for the VNAV structure. Once the yield turns positive, we will offer both a distributing and
accumulating share class for the LVNAV and VNAV structures.

What can | expect around and after the implementation date?

If you are an existing investor in the Morgan Stanley Liguidity Funds, you will be automatically converted
to the new structures referenced above. Investors will be asked to vote on updates to the Funds’ articles of
incorporation. We anticipate a smooth and seamless transition to the new fund structures.

However, your ongoing user experience will be impacted depending on which fund(s) you're invested in:

FOR THE USD AND GBP LVNAV FUNDS:

e There will be no change to the intraday liquidity provided
¢ No change to the daily dealing process

¢ No change to cutoff times

* No expected change to the accounting classification of cash and cash equivalents (C&CE*)

FOR THE EUR SHORT-TERM VNAV FUND:
e Intraday liquidity will be provided at two points

e No expected change to the accounting classification of C&CE*

PLEASE SEE THE FOLLOWING PIECES TO LEARN MORE ABOUT
MORGAN STANLEY'S PERSPECTIVES ON EU MMF REFORM:

e Perspectives on EU MMF Reform: Key Considerations for Investors

e Perspectives on EU MMF Reform: Executive Summary of Survey Results
¢ Understanding the Public Debt CNAV Fund

¢ Understanding the LVNAV Fund

The VNAV Option

Morgan Stanley's product experts and liquidity strategists can assist you in understanding the new
regulations and the transition process to the new structures. We are committed to providing you with
leading edge educational materials, information and insights to help you navigate through the new

MMF regulations. For more information, please visit www.morganstanley.com/liquidity, contact your
Morgan Stanley Investment Management Relationship Manager or Kim Hochfeld, Head of Global Liquidity
EMEA distribution at +44 20 7677-6161.

* The fund will have a similar investment strategy as it does today. Please confirm the accounting treatment with your
auditors.

RISK CONSIDERATIONS
e The value of bonds are likely to decrease if interest rates rise and vice versa.

e Issuers may not be able to repay their debts, if this happens the value of your investment will decrease. This risk is higher where the funds invests in a
bond with a lower credit rating.

e The fund rely on other parties to fulfill certain services, investments or transactions. If these parties become insolvent, it may expose the funds to
financial loss.

* While it is intended that the distributing share classes will maintain a share price of €1/$1/£1, this may not be achieved due to the creditworthiness of
the issuers of investments held or changes in interest rates.

e The value of the investments and the income from them will vary and there can be no assurance that a fund will achieve its investment objectives.


http://www.morganstanley.com/im/mailers/na/documents/EUMMF-Key-Considerations-for-Investors.pdf
http://www.morganstanley.com/im/mailers/na/documents/EUMMF-Executive-Summary-of-Survey-Results-2017.pdf
http://www.morganstanley.com/im/mailers/na/documents/EUMMF-Understanding-the-Public-Debt-Constant-Net-Asset-Value-Fund.pdf
http://www.morganstanley.com/im/mailers/na/documents/EUMMF-Understanding-the-Low-Volatility-Net-Asset-Value-Fund.pdf
http://www.morganstanley.com/im/mailers/na/documents/EUMMF-The-VNAV-Option.pdf

The views and opinions are those of the author as of the date of publication
and are subject to change at any time 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 portfolio managers at Morgan Stanley Investment Management
(MSIM) or the views of the firm as a whole, and may not be reflected in
all the strategies and products that the Firm offers.

Forecasts and/or estimates provided herein are subject to change and may
not actually come to pass. Information regarding expected market returns
and market outlooks is based on the research, analysis and opinions of
the authors. These conclusions are speculative in nature, may not come
to pass and are not intended to predict the future performance of any
specific Morgan Stanley Investment Management product.

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.

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.

This communication is not a product of Morgan Stanley's Research
Department and should not be regarded as a research recommendation.
The information contained herein has not been prepared in accordance
with legal requirements designed to promote the independence of
investment research and is not subject to any prohibition on dealing
ahead of the dissemination of investment research.

DISTRIBUTION

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.

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. Germany: Morgan Stanley Investment Management
Limited Niederlassung Deutschland Junghofstrasse 13-15 60311 Frankfurt
Deutschland (Gattung: Zweigniederlassung (FDI) gem. § 53b KWG).
Italy: Morgan Stanley Investment Management Limited, Milan Branch
(Sede Secondaria di Milano) is a branch of Morgan Stanley Investment
Management Limited, a company registered in the UK, authorised
and regulated by the Financial Conduct Authority (FCA), and whose

registered office is at 25 Cabot Square, Canary Wharf, London, E14
4QA. Morgan Stanley Investment Management 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 08829360968. The Netherlands: Morgan Stanley
Investment Management, Rembrandt Tower, 11th Floor Amstelplein
11096HA, Netherlands. Telephone: 31 2-0462-1300. Morgan Stanley
Investment Management is a branch office of Morgan Stanley Investment
Management Limited. Morgan Stanley Investment Management Limited
is authorised and regulated by the Financial Conduct Authority in the
United Kingdom. Switzerland: Morgan Stanley & Co. International plc,
London, Zurich Branchl Authorised and regulated by the Eidgendssische
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.

IMPORTANT INFORMATION

EMEA: This marketing communication has been issued by Morgan Stanley
Investment Management Limited ("MSIM"). Authorised and regulated
by the Financial Conduct Authority. Registered in England No. 1981121.
Registered Office: 25 Cabot Square, Canary Wharf, London E14 4QA.

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.

This material is a general communication, which is not impartial and 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

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

u.s.

The information on the offshore funds is provided for informational
purposes only. Offshore funds are not authorized for distribution in
the United States and may not be purchased by U.S. citizens or residents
other than in accordance with the laws of the U.S.

This material is for Institutional Investor use only and may not be
redistributed or used with the general public.

Explore our site at www.morganstanley.com/liquidity
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