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• In this paper, the Emerging Markets Debt (EMD) team 
at Morgan Stanley Investment Management explores 
the key drivers of sovereign bond ratings, spread 
performance and frequency of defaults for a data  
set of 165 countries from 2000 to 2019.

• The findings demonstrate the determinant role that 
economic policy plays, in particular, which is analyzed 
alongside other macro variables related to the real 
economy, external sector and political orientation of 
the government.

• In our experience as EMD managers, we have seen that 
when we can identify countries implementing certain 
types of policies—i.e., those that enhance economic 
freedom—and that exhibit improvements for other 
country-level macro factors, then we stand to make 
capital gains for our investors.

• At the same time, if we can avoid countries 
implementing policies that lead to deteriorating 
economic freedom and with poor or worsening 
macro factors, then we believe we are better able to 
avoid a loss.

• We have also seen that economic policy matters most 
during times of economic duress and that by investing 
in countries with improving levels of economic 
freedom, we believe we are more likely to mitigate 
downside risk and earn better risk-adjusted returns 
through the economic cycle.

Emerging Markets Debt: Determinants of 
Sovereign Bond Quality and Returns
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Introduction 
The triumph of free markets following 
the collapse of command economies from 
1989 to 1991 made clear which economic 
system produced superior socioeconomic 
outcomes—at least so far as the outcomes 
could be observed anecdotally. 

By the 1990s, academicians began to 
empirically measure levels of economic 
freedom; the Fraser Institute’s Economic 
Freedom of the World Index, first 
published in 1996,1 and the Heritage 
Foundation’s Index of Economic Freedom 
are perhaps the most well known. 

Utilizing these tools, researchers started 
to investigate the relationship between 
economic policies and outcomes for 
GDP growth, poverty, child labor, life 
expectancy, literacy, potable water and a 
host of other development indicators.2

Not surprisingly, these studies moved 
beyond the anecdotal, showing that 
higher levels of economic freedom 
correlate positively to desirable 
socioeconomic outcomes.

Research into the relationship between 
the absolute level of economic freedom 
and investment outcomes yielded a 
different conclusion, however, showing no 
correlation.3

In this paper, we share proprietary 
research findings to show that what 
affects the investment returns of 
emerging markets debt (EMD), through 
changes in cash flow or the discount 
rate, are government policies that change 
the level of economic freedom, not the 
absolute level of economic freedom itself. 

There is a paucity of research in this area. 
We believe our research helps to fill this 
gap, while also providing insight into our 
team’s approach to country research and 
investing in the EMD asset class. 

METHODOLOGY. In this study, we analyze 
hard-currency sovereign bonds of 165 
different countries from 2000 to 2019 
(Display 1). Confirming the earlier work of 
Roychoudhury and Lawson,4 we first show 
how sovereign spreads and credit ratings 
correspond to economic policy orientation 
using the Fraser Institute’s Economic 
Freedom of the World Index data set. 

Second, we present the findings of our 
regression analysis investigating how 
significantly economic policy and key 
macro factors have impacted sovereign 
bond ratings, spreads and the frequency of 
defaults. The results for each variable are 
ranked by order of statistical significance. 

DEFINING ECONOMIC FREEDOM. The 
Fraser Institute’s Economic Freedom of the 
World (EFW) Index data set, which offers, 
in our view, the most comprehensive 

assessment of political-economic policies, 
represents a key framework in which 
our analysis is conducted. The EFW 
Index reports nearly 50 measures of each 
country’s political-economic policy and 
risk environment. Each metric is assigned 
to one of five areas: 

1.  Size of government: Extent to which a 
country relies on the political process 
rather than the free market to allocate 
capital, labor, goods and services. 

2.  Legal system and property rights: 
Scope of the rule of law, security of 
property rights, and the existence of an 
independent, unbiased judiciary. 

3.  Sound money: Existence of policies 
and institutions that lead to low 
and stable rates of inflation and the 
allowable use of alternative currencies. 

1 Gwartney, Lawson, and Block. Economic freedom of the world, 1975-1995. The Fraser Institute, 1996.
2 Gwartney, Hall, and Lawson. Economic freedom of the world: 2021 annual report. The Fraser Institute, 2021.
3 Stocker. “Equity returns and economic freedom.” Cato Journal. 25 (2005): 583.
4 Roychoudhury and Lawson. “Economic freedom and sovereign credit ratings and default risk.” Journal of Financial Economic Policy 2, no. 2 (2010): 149-162.

DISPLAY 1
Moody’s Sovereign Ratings Breakdown (2000-2019)

INVESTMENT GRADE BELOW INVESTMENT GRADE

Aaa 310 Ba1 124

Aaa3 1 Ba2 81

Aa1 47 Ba3 113

Aa2 81 B1 189

Aa3 74 B2 140

A1 138 B3 143

A2 114 Caa1 53

A3 115 Caa2 17

Baa1 115 Caa3 23

Baa2 121 Ca 3

Baa3 152 C 2

Total observations  2,156

Source: Damodaran. Country Risk Premiums. (http://pages.stern.nyu.edu/~adamodar) Stern School 
of Business, New York University.
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4.  Freedom to trade internationally: 
extent of tariffs, efficiencies of customs, 
a convertible currency and controls 
on the movement of physical and 
human capital. 

5.  Regulation: markets, not governments, 
determine prices and whether 
regulatory activities retard entry into 
business and increase the cost of 
producing products. 

The EFW Index ratings scale goes from 1 
to 10, with 10 being the highest score for 
economic freedom. 

The Importance of Economic Policy 
In Display 2, we can clearly discern 
how the orientation of economic policy 
historically corresponds to sovereign bond 
spreads: Countries in the top quartile of 
the EFW Index ratings, i.e., those that 
are the more economically free, have 
enjoyed spreads considerably lower than 
the bottom quartile. 

While the differential varies significantly 
over time, from an annual low of around 
250 basis points (bps) in 2007 to a peak 
of almost 650bps in 2018, that difference 
always remains meaningfully high.

Display 2 yields additional insights. 
Simply, the data suggest that countries 
ranked in the bottom quartile of the 
EFW Index, which is representative of 
emerging markets, stand to benefit from 
a compression in sovereign spreads by 
implementing policies that strengthen 
and reinforce economic freedom; vice 
versa, countries implementing policies 
that diminish economic freedom stand 
to see a widening in their sovereign 
bond spreads. 

Furthermore, Display 2 shows that 
economic policy matters most in risk-
off markets. The bottom-quartile group 
saw spreads widen significantly during 
the market downturn in 2002, the onset 
of the global financial crisis in 2008 
and, lastly, following the measured 
normalization in Federal Reserve 
monetary policy beginning in 2013. 

Identifying countries making policy 
improvements that will help lift them 
from the dotted to the solid line is core 
to our investment approach. We believe 
that focusing on these countries can help 
us to invest in bonds that are more likely 
to see an appreciation and preservation 
of capital. 

Not surprisingly, countries with higher 
scores for economic freedom also enjoy 
higher credit ratings (Display 3). As 
investors, our research is geared toward 
finding countries represented on the 
lower-rated right side of the chart that 
are implementing better policies (i.e., 
increasing economic freedom) and are en 
route to the left side of the chart. 

In the same way that equity analysts are 
trying to forecast corporate earnings, we 
forecast government policy developments 
in order to identify the most attractive 
sovereign credits for investment and those 
that we believe are best avoided. 

Determinants of Bond Quality  
and Performance 
As we will see in this section, the 
analysis of the data shows that changes 
in economic policy act as a primary 
determinant of sovereign bond 
performance. However, economic policy 
is not the only factor at play and neither 
is it the sole factor that we evaluate when 
conducting our in-depth country research. 

In our analysis for credit ratings, a discrete 
independent variable, we employ a random 
effects ordered probit regression model. 

DISPLAY 2
Economic Freedom and Sovereign Bond Spreads
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This EFW index information chart is provided for illustrative purposes only and is not meant to depict the performance  of a specific investment. 
Sources: Damodaran. Country Risk Premiums. (http://pages.stern.nyu.edu/~adamodar), Stern School of Business, New York University; Gwartney, Hall, 
and Lawson. Economic freedom of the world: 2021 annual report. The Fraser Institute, 2021.

DISPLAY 3
Economic Freedom and Moody’s Credit Ratings
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This method of analysis is in line with the 
approach taken by Al-Sakka and Gwilym, 
who noted, “Estimation of sovereign 
rating migrations can be improved by 
considering the sources of heterogeneity 
such as (country-specific heterogeneity).”5

Sovereign spreads, an independent 
variable that is continuous, is analyzed 
via a linear regression model, while 
frequency of defaults is analyzed through 
a binary regression model. 

We did not lag the economic freedom 
variable for two reasons. First, we 
proceeded on the assumption that 
markets are efficient. Second, the 
approach is also consistent with existing 
research illustrating that capital markets 
react coincidentally to changes in 
economic policy.7

SOVEREIGN BOND RATINGS. The 
empirical results from our regression 
model for sovereign bond ratings are 
compelling. The findings show a strong 
correlation between the orientation of 
economic policy, as measured by the 
EFW Index score, and Moody’s ratings. 

For our analysis, we converted Moody’s 
ratings to an ordinal scale of 1 to 21, with 
1 representing the most creditworthy 
bonds. The findings demonstrate that 
rising economic freedom has corresponded 
to a fall in the ordinal rating number, an 
improvement in creditworthiness. 

Broadening our analysis to include a 
wider range of factors, we see that long-
term external debt as a share of GDP 
stands as the most significant variable 
(economic policy ranks second). That 
changes in external debt to GDP ranks 
first is not surprising, as it has long 
been a key indicator for the health and 
sustainability of government finances. 

Other factors are also significant at the 
99% level (Display 4). External liquidity 

is important, with higher or lower 
reserves as a percentage of GDP being a 
determinant for higher or lower sovereign 
credit ratings, respectively. 

Five-year real GDP growth per capita 
ranks as the fourth most impactful 
ratings driver, while on an absolute 
purchasing power parity level, per 
capita GDP ranks as the sixth most 
significant driver. 

Lastly, the research yielded an interesting 
finding related to political freedom, which 

ranks fifth. Although economic policy 
plays a more determinant role, political 
organization and the level of political 
freedom also play a role, with autocratic 
governments showing some correlation to 
improvements in sovereign bond ratings. 

This observation warrants additional 
investigation. However, it is worth 
noting that wealthier developed markets 
democracies are experiencing a decline 
in economic freedom, as voters push for 
policies aimed at redistribution.8

5 Al-Sakka, Rasha, and Owain ap Gwilym. “Split sovereign ratings and rating migrations in emerging economies.” Emerging Markets Review 11, no. 2 (2010): 79-97.
6 A variance inflation factor (VIF) test was performed on independent variables. No concerns for multicollinearity arose, as VIF measures were all less than 1.60.
7 Stocker. “The price of freedom: A Fama–French freedom factor.” Emerging Markets Review 26 (2016): 1-19.
8 Stocker. “Crisis facilitates policy change, not liberalization.” Journal of Financial Economic Policy 8, no. 2 (2016): 248-267.

EQUATIONS:6

 Moody’s ratingsI,t = β0 + β1EFWI,t + β2XI,t + θI,t (1)

 Country spreadI,t = β0 + β1EFWI,t + β2XI,t + θI,t (2)

 DefaultI,t = β0 + β1EFWI,t + β2XI,t + θI,t (3)

Where:
I  =  country
t  =  year
β  =  regression coefficient
EFW  =  economic freedom score
X  =  matrix of macro variables
θ  =  error term

DISPLAY 4
Factor Effects on Moody’s Ratings

FACTOR
IMPROVES 

RATING
WORSENS 

RATING NO EFFECT

1. Long-term debt as % of GDP Lower Higher Short-term debt %  
of FX reserves

2. Economic freedom Higher Lower

3. Reserves % of GDP Higher Lower

4. Five-year GDP growth per capita Faster Slower

5. Polity Autocracy Democracy

6. Per capita GDP PPP$ Higher Lower

7. Terms-of-trade volatility (%) Lower Higher

8. Inflation Lower Higher

Source: Morgan Stanley Investment Management. As of June 30, 2022. 
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SOVEREIGN SPREADS. Similar to 
sovereign ratings, the research indicates 
that long-term debt as a share of GDP 
and economic policy are the primary 
determinants of yield spreads. In this way, 
the data confirms what we would expect: 
The market rewards sovereign issuers 
that maintain manageable debt ratios 
and sound economic policy by charging 
lower borrowing costs but becomes less 
forgiving when long-term liabilities stack 
up and policy becomes more heterodox. 

Rounding out the top five factors were 
five-year GDP growth per capita, reserves 
as a percentage of GDP and inflation. All 
proved to be important determinants of 
spread performance with significance at 
the 99% level, according to our analysis 
(Display 5). 

Terms-of-trade volatility, short-term 
debt as a percentage of FX reserves and 
absolute levels of per capita GDP (PPP$) 
had no statistically significant effect on 
spread performance either. 

DEFAULT STATUS. In contrast to findings 
for sovereign ratings and spreads, results 
show that economic policy is the top 
determinant for frequency of sovereign 
default (external long-term debt ranks 
second). Short-term debt, a statistically 
insignificant factor effect for ratings and 
spreads, stands out as another important 
driver for default status. 

Default status remains unaffected by the 
level of reserves as a percentage of GDP, 
the five-year growth rate and inflation, 
which are all meaningful factors in 
explaining changes in sovereign ratings 
and spreads.

Interestingly, findings indicate that 
most of the factors we examine have a 
negligible effect on default status. 

Conclusion 
In this paper, we have explored the key 
drivers of sovereign bond quality and 
performance and demonstrated the 
determinant role that economic policy, 
in particular, plays. In the Emerging 
Markets Debt team at Morgan Stanley 
Investment Management, we pay 
particular attention to economic policy 
as part of our research process. As EMD 
managers, we believe that when we can 
identify countries implementing certain 
types of policies—i.e., those that enhance 
economic freedom—and that exhibit 
improvements for other country-level 
macro factors, then we stand more likely 

to make capital gains for our investors. At 
the same time, if we can avoid countries 
implementing policies that lead to 
deteriorating economic freedom and with 
poor or worsening macro factors, then we 
are potentially better able to avoid a loss. 

We have also seen that economic policy 
has proven to matter most during times 
of economic duress. As such, we believe 
that by investing in countries with 
improving levels of economic freedom, 
we are more likely to help preserve 
capital on the downside and earn 
better risk-adjusted returns through the 
economic cycle. 

DISPLAY 5
Factor Effects on Sovereign Spreads

FACTOR
NARROWS 

SPREAD
WIDENS 
SPREAD NO EFFECT

1. Long-term debt as % of GDP Lower Higher Terms-of-Trade
Volatility (%)

Short-term debt %  
of FX reserves

Per capita GDP PPP$

2. Economic freedom Higher Lower

3. Five-year GDP growth per capita Faster Slower

4. Reserves % of GDP Higher Lower

5. Inflation Lower Higher

6. Polity Autocracy Democracy

Source: Morgan Stanley Investment Management. As of June 30, 2022.

DISPLAY 6
Factor Effects on Frequency of Defaults

FACTOR
LOWER 

FREQUENCY
HIGHER 

FREQUENCY NO EFFECT

1. Economic freedom Higher Lower Per capita GDP (PPP$)
Reserves % of GDP

Inflation  
(GDP deflator)
Five-year GDP  

growth per capita
Polity

Terms-of-Trade
Volatility (%)

2. Long-term debt as % of GDP Lower Higher

3. Short-term debt % of FX reserves Lower Higher

Source: Morgan Stanley Investment Management. As of June 30, 2022.
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DISPLAY 7
Case Studies – Economic Freedom and Country Spreads

EGYPT
• Policy orientation in Egypt became less 

economically free following the Arab 
Spring in 2011. 

• Consequently, the Egyptian sovereign saw a 
sharp rise in its cost of capital. 

• However, a reform drive launched in 2017 
has led to improving economic freedom and 
a narrowing yield spread. 
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GREECE
• Worsening economic freedom after 

the global financial crisis corresponded 
to a steep climb in Greece’s sovereign 
borrowing costs. 

• In 2018, the center-left government 
began reforms, which were accelerated 
when a center-right government assumed 
power in 2019.

• The improved macroeconomic policy has 
underpinned a fall in the cost of capital. 
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LEBANON
• For over a decade, poor macroeconomic 

management has seen economic freedom 
steadily worsen in Lebanon.

• In addition to economic crisis, shocks in the 
form of COVID-19 and the Port of Beirut 
explosion have been met by ineffective 
policy responses. 

• In the absence of meaningful reform, 
the country’s yield spreads have 
continued to rise. 
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EFW = Economic Freedom of the World. This EFW index information is provided for illustrative purposes only and is not meant to depict the performance  
of a specific investment. 
This is provided for informational purposes only and should not be deemed as a recommendation to buy or sell securities  in the countries referenced. 
Sources: Morgan Stanley Investment Management, Damodaran. Country Risk Premiums. (http://pages.stern.nyu.edu/~adamodar), Stern School of Business, 
New York University; Gwartney, Hall, and Lawson. Economic freedom of the world: 2021 annual report. The Fraser Institute, 2021.
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Appendix
Summary Statistics
VARIABLE MEAN SD MIN. MAX N

Spread (bps) 262.8 249.0 0 1,800 2,221

Default status 0.151 0.36 0 1 2,221

EFW overall index 7.15 0.83 2.67 9.09 2,159

Per capita GDP (ppp$) 23,208 20,528 753 141,635 2,193

Polity IV: Polity2 5.68 5.93 -10 10 1,923

Terms-of-Trade Volatility (%) 6.7 5.9 0.0 32.4 1,821

5YR per capita RGDP growth (%) 19.9 16.4 -46.0 153.5 2,188

ST external debt % of reserves 59.3 131.3 0.0 1,834.1 1,101

Reserves % of GDP 19.0 18.7 0.3 126.4 2,158

LT external debt % of GDP 42.0 28.2 3.5 215.4 1,135

Inflation (GDP deflator) 5.04 7.27 -30.20 75.28 2,195

Notes: The sovereign bond spread is obtained from Aswath Damodaran’s website at http://pages.stern.nyu.edu/~adamodar/ and is described in the data set 
as the adjusted default spread. Default status is a dummy variable (1 = in default) from a Bank of Canada data set at the website https://www.bankofcanada.
ca/2014/02/technical-report-101/. The EFW Index is a data set prepared by the Fraser Institute and is available at the website www.freetheworld.com. With 
the exception of the Polity IV variable, control variables are obtained from the World Bank’s Development Indicators website at https://datacatalog.worldbank.
org/dataset/world-development-indicators. The Polity IV data is obtained from the Polity IV Project web site at http://www.systemicpeace.org/inscrdata.html 
and is represented by the Polity2 variable, which ranges from -10 (hereditary monarchy) to 10 (consolidated democracy).

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 Portfolio. Investments in foreign markets entail special risks such as currency, political, economic, market and liquidity risks. The 
risks of investing in emerging market countries are greater than the risks generally associated with investments in foreign developed countries. Fixed income 
securities are 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. High yield securities (junk bonds) are lower rated securities that may have a higher degree of credit and liquidity risk. 
Sovereign debt securities are subject to default risk. The use of leverage may increase volatility in the Portfolio. The currency market is highly volatile. Prices 
in these markets are influenced by, among other things, changing supply and demand for a particular currency; trade; fiscal, money and domestic or foreign 
exchange control programs and policies; and changes in domestic and foreign interest rates.

Roychoudhury, and Lawson. “Economic freedom and sovereign 
credit ratings and default risk.” Journal of Financial Economic 
Policy 2, no. 2 (2010): 149-162.
Stocker. “Equity returns and economic freedom.” Cato Journal. 
25 (2005): 583.
Stocker. “The price of freedom: A Fama–French freedom factor.” 
Emerging Markets Review 26 (2016): 1-19.
Stocker. “Crisis facilitates policy change, not liberalization.” 
Journal of Financial Economic Policy 8, no. 2 (2016): 248-267.
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Random Effects Ordered Probit Regression
Moody’s ratings(i,t) = β0+ β1EFWi,t + β2Xi,t + θi,t 

(1) (2)

EFW overall index -1.00***

(-11.8)
-0.911***

(-5.95)

Per capita GDP (PPP$) -4.38e-5***

(-3.01)

Polity IV: Polity2 7.11e-2***

(3.79)

Terms-of-Trade Volatility (%) 3.05***

(2.73)

5YR per capita RGDP growth (%) -1.02***

(-3.85)

ST external debt % of reserves 0.242
(0.95)

Reserves % of GDP -3.88***

(-5.89)

LT external debt % of GDP 2.14***

(8.09)

Inflation (GDP deflator) 1.29**

(2.01)

Wald χ2 139.2 235.4

σ2 
u 6.02 3.43

Observations 2,125 898

Notes: *** significance at 1 percent, ** 5 percent, 10 percent level; z-statistics 
in parentheses;

Source: Morgan Stanley Investment Management. As of June 30, 2022.

Random Effects Linear Regression
Country spreadi,t = β0+ β1EFWi,t + β2Xi,t + θi,t 

(1) (2)

EFW overall index -125.3***

(-13.5)
-93.2***

(-5.70)

Per capita GDP (PPP$) -1.21e-3
(-0.72)

Polity IV: Polity2 4.72**

(2.32)

Terms-of-Trade Volatility (%) 1.03
(0.80)

5YR per capita RGDP growth (%) -135.4***

(-4.39)

ST external debt % of reserves -2.37
(-0.51)

Reserves % of GDP -246.7***

(-3.96)

LT external debt % of GDP 249.3***

(8.52)

Inflation (GDP deflator) 197.8***

(2.65)

Constant 1,187***

(17.8)
978***

(8.89)

ρ (rho) 0.65 0.59

Observations 2,128 900

Notes: *** significance at 1 percent, ** 5 percent, 10 percent level; z-statistics 
in parentheses;

Source: Morgan Stanley Investment Management. As of June 30, 2022.
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Random Effects Binary Regression
Defaulti,t = β0+ β1EFWi,t + β2Xi,t + θi,t 

(1) (2)

EFW overall index -2.23***

(-8.38)
-2.19*

(-4.50)

Per capita GDP (PPP$) -6.27
(-1.22)

Polity IV: Polity2 1.51e-2
(0.26)

Terms-of-Trade Volatility (%) -0.66
(-0.22)

5YR per capita RGDP growth (%) 1.43
(1.53)

ST external debt % of reserves -0.280**

(-2.09)

Reserves % of GDP -2.06
(-1.07)

LT external debt % of GDP 2.80***

(3.03)

Inflation (GDP deflator) -1.39
(-0.69)

Constant 11.8***

(6.35)
12.4***

(3.88)

Wald χ2 70.3 46.2

ρ (rho) 0.79 0.80

Observations 2,1288 900

Notes: *** significance at 1 percent, ** 5 percent, 10 percent level; z-statistics 
in parentheses;

Source: Morgan Stanley Investment Management. As of June 30, 2022.
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DEFINITIONS
A correlation coefficient measures the degree of correlation between 
two quantities or variables, such as the rates of return on stocks and 
on bonds. A negative coefficient of correlation indicates an inverse or 
negative relationship, whereas a positive value indicates a direct or positive 
relationship. The range of values is from -1 to +1 inclusive. A zero (0) value 
indicates that no correlation exists. Correlation coefficients are useful in 
asset class identification and portfolio diversification.
Discounted cash flow is a valuation method that is used to evaluate 
investment potential by using future free cash flow projections and 
discounting them to arrive at a present value.
Gross Domestic Product (GDP) is the monetary value of all the finished 
goods and services produced within a country’s borders in a specific time 
period. It includes all private and public consumption, government outlays, 
investments and net exports.

IMPORTANT INFORMATION
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. 
A separately managed account may not be appropriate for all investors. 
Separate accounts managed according to the particular Strategy may 
include securities that may not necessarily track the performance of a 
particular index. A minimum asset level is required. 
For important information about the investment managers, please refer 
to Form ADV Part 2. 
The views and opinions and/or analysis expressed are those of the author 
or 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. 
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 or the investment team. These conclusions are speculative in 
nature, may not come to pass and are not intended to predict the future 
performance of any specific strategy or product the Firm offers. Future 
results may differ significantly depending on factors such as changes in 
securities or financial markets or general economic conditions. 
This material 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. 
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. 
Charts and graphs provided herein are for illustrative purposes only. Past 
performance is no guarantee of future results. 
This material is not a product of Morgan Stanley’s Research Department 
and should not be regarded as a research material or a recommendation. 
The Firm has not authorised financial intermediaries to use and to distribute 
this material, unless such use and distribution is made in accordance with 
applicable law and regulation. Additionally, financial intermediaries are 
required to satisfy themselves that the information in this material is 
appropriate for any person to whom they provide this material in view of 
that person’s circumstances and purpose. The Firm shall not be liable for, 

and accepts no liability for, the use or misuse of this material by any such 
financial intermediary.
This material 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 material in another 
language, the English version shall prevail. 
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 the Firm’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.
Eaton Vance is part of Morgan Stanley Investment Management. 
Morgan Stanley Investment Management is the asset management division 
of Morgan Stanley.

DISTRIBUTION
This material 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.
MSIM, the asset management division of Morgan Stanley (NYSE: MS), and 
its affiliates have arrangements in place to market each other’s products 
and services. Each MSIM affiliate is regulated as appropriate in the 
jurisdiction it operates. MSIM’s affiliates are: Eaton Vance Management 
(International) Limited, Eaton Vance Advisers International Ltd, Calvert 
Research and Management, Eaton Vance Management, Parametric Portfolio 
Associates LLC and Atlanta Capital Management LLC.
This material has been issued by any one or more of the following entities:
EMEA:
This material is for Professional Clients/Accredited Investors only.
In the EU, MSIM and Eaton Vance materials are issued by MSIM Fund 
Management (Ireland) Limited (“FMIL”). FMIL is regulated by the Central 
Bank of Ireland and is incorporated in Ireland as a private company limited 
by shares with company registration number 616661 and has its registered 
address at The Observatory, 7-11 Sir John Rogerson’s Quay, Dublin 2, D02 
VC42, Ireland.
Outside the EU, MSIM materials are issued by Morgan Stanley Investment 
Management Limited (MSIM Ltd) 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.
In Switzerland, MSIM materials are issued by Morgan Stanley & Co. 
International plc, London (Zurich Branch) Authorised and regulated by 
the Eidgenössische Finanzmarktaufsicht (“FINMA”). Registered Office: 
Beethovenstrasse 33, 8002 Zurich, Switzerland.
Outside the US and EU, Eaton Vance materials are issued by Eaton Vance 
Management (International) Limited (“EVMI”) 125 Old Broad Street, London, 
EC2N 1AR, UK, which is authorised and regulated in the United Kingdom by 
the Financial Conduct Authority.
Italy: MSIM FMIL (Milan Branch), (Sede Secondaria di Milano) Palazzo 
Serbelloni Corso Venezia, 16 20121 Milano, Italy. The Netherlands: MSIM 
FMIL (Amsterdam Branch), Rembrandt Tower, 11th Floor Amstelplein 
1 1096HA, Netherlands. France: MSIM FMIL (Paris Branch), 61 rue de 
Monceau 75008 Paris, France. Spain: MSIM FMIL (Madrid Branch), Calle 
Serrano 55, 28006, Madrid, Spain. Germany: MSIM Fund Management 
(Ireland) Limited Niederlassung Deutschland Junghofstrasse 13-15 60311 
Frankfurt Deutschland (Gattung: Zweigniederlassung (FDI) gem. § 53b 
KWG). Denmark: MSIM FMIL (Copenhagen Branch), Gorrissen Federspiel, 
Axel Towers, Axeltorv2, 1609 Copenhagen V, Denmark.
MIDDLE EAST
Dubai: MSIM Ltd (Representative Office, Unit Precinct 3-7th Floor-Unit 701 
and 702, Level 7, Gate Precinct Building 3, Dubai International Financial 
Centre, Dubai, 506501, United Arab Emirates. Telephone: +97 (0)14 709 7158).
U.S.
NOT FDIC INSURED | OFFER NO BANK GUARANTEE |  
MAY LOSE VALUE | NOT INSURED BY ANY FEDERAL  
GOVERNMENT AGENCY | NOT A BANK DEPOSIT
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LATIN AMERICA (Brazil, Chile Colombia, Mexico, Peru, and Uruguay) 
This material is for use with an institutional investor or a qualified investor 
only. All information contained herein is confidential and is for the exclusive 
use and review of the intended addressee, and may not be passed on to 
any third party. This material is provided for informational purposes only 
and does not constitute a public offering, solicitation or recommendation 
to buy or sell for any product, service, security and/or strategy. A decision 
to invest should only be made after reading the strategy documentation 
and conducting in-depth and independent due diligence.
ASIA PACIFIC
Hong Kong: This material is disseminated 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 material 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 material shall not be issued, circulated, distributed, 
directed at, or made available to, the public in Hong Kong. Singapore: 
This material is disseminated by Morgan Stanley Investment Management 
Company and 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. This publication has not been reviewed by 
the Monetary Authority of Singapore. Australia: This material 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. 
Calvert Research and Management, ARBN 635 157 434 is regulated by the 
U.S. Securities and Exchange Commission under U.S. laws which differ from 

Australian laws. Calvert Research and Management is exempt from the 
requirement to hold an Australian financial services licence in accordance 
with class order 03/1100 in respect of the provision of financial services 
to wholesale clients in Australia.
Japan: For professional investors, this material is circulated or distributed for 
informational purposes only. For those who are not professional investors, this 
material is provided in relation to Morgan Stanley Investment Management 
(Japan) Co., Ltd. (“MSIMJ”)’s business with respect to discretionary investment 
management agreements (“IMA”) and investment advisory agreements 
(“IAA”). This is not for the purpose of a recommendation or solicitation of 
transactions or offers any particular financial instruments. Under an IMA, 
with respect to management of assets of a client, the client prescribes 
basic management policies in advance and commissions MSIMJ to make all 
investment decisions based on an analysis of the value, etc. of the securities, 
and MSIMJ accepts such commission. The client shall delegate to MSIMJ the 
authorities necessary for making investment. MSIMJ exercises the delegated 
authorities based on investment decisions of MSIMJ, and the client shall 
not make individual instructions. All investment profits and losses belong 
to the clients; principal is not guaranteed. Please consider the investment 
objectives and nature of risks before investing. As an investment advisory fee 
for an IAA or an IMA, the amount of assets subject to the contract multiplied 
by a certain rate (the upper limit is 2.20% per annum (including tax)) shall 
be incurred in proportion to the contract period. For some strategies, a 
contingency fee may be incurred in addition to the fee mentioned above. 
Indirect charges also may be incurred, such as brokerage commissions for 
incorporated securities. Since these charges and expenses are different 
depending on a contract and other factors, MSIMJ cannot present the 
rates, upper limits, etc. in advance. All clients should read the Documents 
Provided Prior to the Conclusion of a Contract carefully before executing an 
agreement. This material is disseminated in Japan by MSIMJ, Registered No. 
410 (Director of Kanto Local Finance Bureau (Financial Instruments Firms)), 
Membership: the Japan Securities Dealers Association, The Investment 
Trusts Association, Japan, the Japan Investment Advisers Association and 
the Type II Financial Instruments Firms Association.
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