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For more than a decade, global equity portfolios have been
dominated by the United States. And rightly so. U.S. companies
delivered exceptional earnings growth, provided technology
leadership and produced strong shareholder returns. But active
investing is not about yesterday's winners. It's about identifying
positive returns that are not yet reflected in today's prices.

We believe Asia is where those returns now sit.

First, Asia Continues To Offer Stronger Economic Growth

Even with the pressure from higher energy costs and increased global
uncertainty, we expect Asia, on the whole, to deliver stronger economic growth
than developed markets. This matters because economic growth compounds:
rising income fuels consumption, which deepens financialization and lifts
corporate revenues.

Across India and Southeast Asia, hundreds of millions of consumers are climbing
into higher-income categories, shifting their spending away from just basic
goods. According to the World Bank, about one in three people in the region
now belong to the middle classes.! For investors, this growth helps create a
long runway not dependent on a single economic cycle.

Second, Asia Is Central to the Global Al Ecosystem

There is no Al story without Asia. In the U.S. the focus remains firmly on the
Mag 7.2 But without certain Asian companies, whether Taiwan Semiconductor,
Samsung or SK Hynix, those Mag 7 companies will be hard pressed to function
effectively (Display 7). And it's not just the semiconductor companies, but the
server components, chip testing, assembly, server racks, cooling systems among
others. So far, the biggest beneficiaries of the massive Al capex, roughly $2
trillion for 2026-2027,> have been Asian companies across not just Korea and
Taiwan, but countries like Thailand and Malaysia.

1 Beyond Poverty: Why Growing the Middle Class Is a Different Challenge, Lalita Moorty and Sailesh
Tiwari, World Bank, 8/31/2026.

2 Alphabet, Amazon, Apple, Meta, Microsoft, Nvidia, Tesla
3 Morgan Stanley 2026 Midyear Outlooks
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DISPLAY 1
The Engines Behind Global Al
TSMC and SK Hynix gross margins (%) reflect their dominance
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Source: Bloomberg. As of 06/30/2026. TSMC and SK Hynix are the top players in their field. Hynix has a 50% share of high
bandwidth memory (HBM) market by revenue and 62% of global HBM shipments. TSMC manufactures more than 90% of the

world's leading-edge logic chips.

Third, Valuations Remain Attractive

After more than a decade of outperformance, U.S. market
valuations have become elevated. And with the rise of

the Mag 7 and Al, many global portfolios with a large U.S.
weighting are now highly concentrated in a small group of
richly-valued U.S. tech companies. By contrast, China, Korea,
Southeast Asia and parts of India offer differentiated earnings
drivers and, in many cases, at more reasonable valuations.

China might be considered a controversial investment,
but is nonetheless a place where we believe selective
opportunities exist. A weak job market, property sector
stress and poor consumer sentiment are understood,

but pockets of growth in the technology, healthcare and
industrials sectors look promising. High-quality Chinese
companies with strong cash flows, competitive industry
positioning and increasing focus on shareholder return can
be found at reasonable valuations.

India, the other market that represents structural
opportunities, faces near-term challenges of poor foreign
investor sentiment and more elevated valuations broadly,
though there are pockets of opportunities arising.

For us, it's not about buying every Asian market nor every
big company, but instead finding selective ideas across
countries, industries and companies. All this is happening as

there has been increased attention being paid by companies
to focus on shareholder returns, increased transparency and
improved corporate governance. Korea's Corporate Value-Up
program is the clearest example (Tales From the Emerging
World, Nov. 2025). We think these changes matter as
growth alone does not guarantee shareholder returns.
Investors benefit when management teams allocate capital
effectively and recognize the importance of return on equity,
sustained dividends and opportunistic share buybacks.

We believe this diverse market offers both broad
diversification and active selection of countries and stocks in
a region that offers strong growth, leadership in technology,
with rising domestic consumption and improving governance,
where valuations still appear attractive.

The question isn't about whether all Asian markets will rally
now, but if long-term investors have enough exposure to a
region at a pivot point. We think the answer is yes and that
the timing looks right to increase exposure, mainly because
the Al capex cycle is already flowing through Asia, and not
merely a projection.

Asia Equities: 3 Themes to Watch

When investors discuss Asia, technology and semiconductors
are the first industries that come to mind. But Asia’s
investment opportunity is far broader, and we think there
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are industries beyond chips that stand out. These are the
sectors that in our view are well positioned to capture Asia's
transition from export-driven to one more innovative and
consumption-led.

Industrials: Building the Next Asia

This is an increasingly important sector for governments as
focus has turned to investing in transport networks, power
generation, increasing high-end manufacturing capacity
among others. Supply chains are also being reorganized
since the Covid disruption and recent Middle East conflict.
Companies increasingly want production across multiple
countries rather than dependency on a single location.

This scenario is creating opportunities across Asia. At the
same time, Asia is becoming a leader in factory automation,
robotics, electric vehicle (EV) supply chains and renewable
energy equipment. This has meant opportunities have
broadened out from traditional construction companies to
engineering firms, automation specialists and manufacturers
of high-value components. The industrial focus is now
much more on infrastructure, localization and smarter
manufacturing.

Financials: Financing Asia's growth and a
Beneficiary of the Consumer Story

Economic development has increased demand for credit,
more robust payment systems and a broader set of
investment products. In many Asian economies, household
borrowing, insurance ownership and wealth management

DISPLAY 2

remain significantly less developed than in developed
markets. As incomes rise though, demand for these services
should expand. Banks and insurance companies stand to
benefit from rising loan demand, greater need for protection
and investment products.

The opportunity is not simply about owning banks but
related to consumers, as a shift from simply “more”
consumption to “better” consumption is underway.
Consumers are becoming more sophisticated, now
concerned with premiumization and experiences, increasing
their spending on travel, healthcare, entertainment, beauty
products and better-quality foods and beverages. India

and Southeast Asia offer particularly attractive long-term
consumption stories, supported by favorable demographics,
urbanization and increasing digital adoption. In China,
although the picture is more selective, recent government
measures could provide some policy support. China's 15th
Five-Year Plan (2026—-30) does name consumption-led
growth as a priority, with trade-in subsidies and urban-
renewal programs.

The Engine Behind Global Al

Asia remains a critical element in the global Al supply chain
(Display 2). Taiwan and South Korea are central to advanced
semiconductor manufacturing, memory, packaging and
testing. China also now has major capabilities in EVs, leading
technology in batteries, growing base of automation and
established digital platforms. But the opportunity is moving

EM Asia Remains a Key Supplier to U.S. Cloud Services Providers (CSP)

U.S. capex vs. revenues for Asian key suppliers (Taiwan Semiconductor, Hon Hai, SK Hynix) % increase re-based to 100
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beyond just chips. Al adoption can improve productivity
across manufacturing, logistics, banking, healthcare and
consumer services. We believe there are new opportunities
in finding both the companies building the technology and
those using it to strengthen their competitive advantage.

How We Invest in Asia

We find that most equity managers, especially ones in

Asia, focus primarily on bottom-up stock ideas. With our
experience investing across Asia and emerging markets,
we've come to realize the importance of top-down
allocation from both a country and a thematic perspective.
Before we ask which company, we ask which country, which
themes and why now.

We build our portfolio top-down, from a country-allocation
and thematic-exposure standpoint. This means we are
deliberately overweight or underweight a market based on
where it is in the economic, policy and credit cycles, coupled
with an understanding of the themes driving growth,
whether semiconductors in Korea and Taiwan, domestic
consumption in India or political changes in Eastern Europe.
Our strategy is not merely benchmark hugging with a tilt,
but based on high conviction, dependent on where we
believe capital should be working right now.

But that top-down view is only half the investment engine.
The other half is bottom-up stock selection with analysts
‘on the ground,” parsing investment ideas through a macro
and thematic lens before adding to the portfolio. We
believe our competitive advantage derives from the ability
to deliver returns generated from those two drivers: the
correct country/theme, then the right company. Ideally both
drivers work simultaneously, but it's often one driver, such as
allocation, having a bigger contribution in a certain country,
while it might be stock selection in another. That is not a
coincidence, but by design, all related to our process.

The result is a return profile that is not dependent on a
single country, theme or stock. Markets rotate and themes
go in and out of favor. A strategy built on stock picking
alone can often face extended periods of performance
challenges when certain factors are out of favor. A strategy
built with only country allocations can be undermined by
stock selection. But our view is that the two drivers, working
together, lead to a more consistent performance across
market cycles, not just during periods when one or the other
is in favor.

Top-down conviction with bottom-up discipline. One Asia
strategy, designed to identify and capture opportunities
through the whole cycle, not just sections of it.

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 a 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 a portfolio. Please be aware that a portfolio may be subject

to certain additional risks. In general, equities securities’ values also fluctuate in response to activities specific to a company. 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.
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IMPORTANT DISCLOSURES

Charts and graphs provided herein are for illustrative purposes only. Past
performance is no guarantee of future results.

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. 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 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.

The indexes are unmanaged and do not include any expenses, fees or sales
charges. It is not possible to invest directly in an index. Any index referred to
herein is the intellectual property (including registered trademarks) of the
applicable licensor. 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.

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: Calvert Research and
Management, Eaton Vance Management, Parametric Portfolio Associates
LLC, Parametric SAS, 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 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 24- 26 City Quay,
Dublin 2, DO2 NY19, 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 Eidgendssische Finanzmarktaufsicht (‘FINMA"). Registered Office:
Beethovenstrasse 33, 8002 Zurich, Switzerland.

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 11096HA,
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 FMIL, Frankfurt Branch, Grosse Gallusstrasse
18, 60312 Frankfurt am Main, Germany (Gattung: Zweigniederlassung (FDI)
gem. § 53b KWG). Denmark: MSIM FMIL (Copenhagen Branch), Gorrissen
Federspiel, Axel Towers, Axeltorv2, 1609 Copenhagen V, Denmark.

MIDDLE EAST

Dubai International Financial Centre: This information does not constitute
or form part of any offer to issue or sell, or any solicitation of any offer to
subscribe for or purchase, any securities or investment products in the UAE
(including the Dubai International Financial Centre and the Abu Dhabi Global
Market) and accordingly should not be construed as such. Furthermore,

this information is being made available on the basis that the recipient
acknowledges and understands that the entities and securities to which it
may relate have not been approved, licensed by or registered with the UAE
Central Bank, the Dubai Financial Services Authority, the UAE Securities
and Commodities Authority, the Financial Services Regulatory Authority or
any other relevant licensing authority or government agency in the UAE.
The content of this report has not been approved by or filed with the UAE
Central Bank, the Dubai Financial Services Authority, the UAE Securities and
Commodities Authority or the Financial Services Regulatory Authority.

Abu Dhabi Global Market ("ADGM"): This material is sent strictly within the
context of, and constitutes, an Exempt Communication. This material relates
to content which is not subject to any form of regulation or approval by the
Financial Services Regulatory Authority of the Abu Dhabi Global Market
(the "FSRA).

Saudi Arabia: This financial promotion was issued and approved for use in
Saudi Arabia by Morgan Stanley Saudi Arabia, Al Rashid Tower, Kings Sand
Street, Riyadh, Saudi Arabia, authorized and regulated by the Capital Market
Authority license number 06044-37.
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NOT FDIC INSURED | OFFER NO BANK GUARANTEE | MAY LOSE
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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 document has been issued by Morgan Stanley Asia Limited,
CE No. AAD291, 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 material is disseminated in Singapore
by Morgan Stanley Investment Management Company, Registration No.
199002743C. This material 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 () 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 (jii) otherwise pursuant to, and in accordance with the conditions
of, any other applicable provision of the SFA. This material has not been
reviewed by the Monetary Authority of Singapore. Australia: This material is
provided by Morgan Stanley Investment Management (Australia) Pty Ltd ABN
22122040037, AFSL No. 314182 and its affiliates and does not constitute an
offer of interests. Morgan Stanley Investment Management (Australia) Pty
Limited arranges for MSIM affiliates to provide financial services to Australian
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wholesale clients. This material will not be lodged with the Australian
Securities and Investments Commission.

Japan

For professional investors, this material is circulated or distributed solely

for informational purposes. For non-professional investors, this material

is provided in connection with Morgan Stanley Investment Management
(Japan) Co., Ltd. ("MSIMJ")'s business with respect to discretionary investment
management agreements (IMA”") and investment advisory agreements (“IAA").
This does not constitute a recommendation or solicitation of transactions

nor offers any particular financial instruments. Under an IMA, with respect

to the management of client assets, the client prescribes basic management
policies in advance and commissions MSIM] to make all investment decisions
based on an analysis of the value, etc. of the securities, and MSIM]J accepts
such commission. The client shall delegate to MSIM] the authorities necessary
to make such investment decisions. MSIM] exercises these delegated
authorities accordingly, 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 underlying securities. Since these charges
and expenses vary by contract and other factors, MSIM]J cannot present

the rates, upper limits, etc. in advance. All clients should read thoroughly

the Documents Provided Prior to the Conclusion of a Contract carefully
before executing an agreement. This material is distributed in Japan by

MSIMY, Registered No. 410 (Director of Kanto Local Finance Bureau (Financial
Instruments Firms)), Membership: the Japan Securities Dealers Association,
the Investment Management Association of Japan and the Type Il Financial
Instruments Firms Association.
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