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Executive Summary
	� The recent ~$2T sell-off in software reflects a sharp  

shift from AI optimism to skepticism but appears driven 
more by long-term uncertainty than near-term 
fundamental deterioration.

	� GenAI is a Total Addressable Market (TAM) expander, 
providing a $270 billion net tailwind to software over the 
next five years. The main debate is over what sails will catch 
that tailwind and pace of mix shift to agentic AI. We believe 
incumbents are well positioned to share equally in that shift.

	� The four dominant bear concerns—insourcing, loss of AI 
TAM, pricing disruption, and architectural disintermediation—
are valid in narrow contexts but overstated for mission-
critical, enterprise software platforms.

	� Credit and equity fundamentals remain resilient, with 
improving upgrade/downgrade trends and declining 
default indicators, potentially creating an attractive 
opportunity for disciplined private credit investors 
focused on defensible software assets.

	� AI disruption in software is uneven and depends on the 
nature of underlying workflows, with probabilistic use 
cases more exposed (e.g. content generation) and 
deterministic, control-heavy systems significantly more 
resilient (e.g. financial control).

Historic correction in software valuations
Software stocks and credit instruments have underperformed 
significantly over the last several quarters as investors 
reassessed the sector’s long-term growth prospects amid 
rising concerns that AI could disrupt traditional SaaS business 
models. These concerns have eased recently, but not before 

erasing ~$2T of market-cap and registering the worst non-
recessionary decline for software in over 30 years.1 

Revisiting the virtues of SaaS
Since arriving on the scene in the late 2000s and early 
2010s, the software-as-a-service (SaaS) model transformed 
what was once an erratic business dependent on one-time 
license sales and difficult-to-scale on-premise deployments 
into one of the most prized targets for equity and debt 
investors seeking strong and highly predictable growth.

The subscription- and multi-tenant cloud-based nature of 
the SaaS model translated into gross margins that typically 
ranged between 70-80%, client retention that averaged 
90% or more, and growth rates that handily outpaced other 
industries with uncanny consistency. In the four years ending 
2021, the 75 pure-play SaaS companies that trade publicly 
delivered average annual revenue growth of 32.8% with just 
1.8 percentage points in volatility.1

In the four years since, growth has slowed in the software 
sector, reflecting the later stages of SaaS adoption. The 
industry was expected to normalize at ~8% top-line growth 
over the next five years, still favorable relative to other 
industries and a multiple of GDP growth.2 Early on, it was 
thought that agentic AI would broadly benefit the industry 
and reaccelerate growth. That view has dramatically shifted 
to a highly skeptical one, at least in the context of established 
players, amid rapid innovation and product announcements 
by new entrants. The market has, for the time being, lost 
confidence in existing players’ ability to participate in that same 
AI innovation cycle. Meanwhile, in less than three years’ time, 
AI-native new entrants have sprinted to the same aggregate 
value that took SaaS companies 20 years to build (Display 1). 

DISPLAY 1 
Market cap of private AI-native companies vs. legacy public SaaS companies

■ Other Top Native AI Challengers (28)  ■ Anthropic  ■ Open AI

Current ValuationCurrent Valuation2023 Valuation

$0.15T

$1.78T $1.83T

CAGR
170.3% 

■ All Other Public Saas Companies (62)  ■ Salesforce  ■ Palantir

Note: Private company valuations based on PitchBook estimates or reported terms of fundraising rounds.
Source: PitchBook LCD, Morgan Stanley Investment Management. As of March 26, 2026.
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Dissecting the Bear Story
The broad-based sell-off in the software sector is overdone, 
in our opinion. Current valuations reflect the view that 
Generative AI will result in more downside than upside 
for legacy software providers. Specifically, that software 
incumbents will:3 

	� GET HIT BY A SECULAR CHANGE in outsourced software 
solutions, as companies migrate to insourced solutions  
for the first time in 20 years

	� GET NONE OF THE NEW AND ENORMOUS GENAI REVENUE TAM, 
which will flow instead to a new breed of start-ups and 
research labs

	� GET BROKEN ON THEIR PRICING MODELS, as AI automation 
shrinks employee headcount (and revenue paying seats)

	� GET DISPLACED FROM THE FRONT OFFICE to become back-end 
systems of record only

Each of these deserves careful examination. We believe 
that some elements are valid underwriting risks. Others 
are probably overstated—particularly in the context of 
enterprise, mission-critical software businesses that we 
view as having more defensive moats and attractive AI 
monetization opportunities.

Looking at these in turn:

1. More insourcing, less outsourcing.
For two decades, enterprises have steadily shifted from 
custom-built internal applications toward third-party 
packaged software and platforms. The outsourcing of 
application development, maintenance, compliance, and 

security to scaled vendors that can readily deploy from 
the cloud had an almost indisputable logic and became the 
default decision among corporate IT buyers during that span.

The concern that this may change maps directly to what 
Morgan Stanley’s Equity Research describes as the “DIY 
risk” thesis.3 The thinking goes that if generative AI can 
dramatically reduce coding costs while allowing internal 
teams to build bespoke tools very quickly, enterprises will 
be tempted to bring development back in house and reduce 
reliance on packaged third-party software in the process. 

There is some validity in narrow contexts—particularly in 
lightweight workflows or thin application layers that are 
not deeply integrated. However, for complex, regulated, 
and front-to-back systems of record, enterprises continue 
to value outsourcing compliance, security, updates, domain 
expertise and reference data to scaled vendors. The 
economics of one vendor serving thousands of customers 
remain more efficient than widespread internal duplication.

UNDERWRITER BEST PRACTICE

An underwriter should avoid lending to thin application layers 
or easily replicable point solutions. Instead, the strategy 
emphasizes mission-critical enterprise systems of record that 
require compliance, security, integration depth, governance, 
and long-term maintenance. The underwriting process should 
evaluate switching costs, workflow entrenchment, integration 
complexity, and regulatory exposure. Businesses that function 
as core infrastructure within enterprise IT environments 
are significantly less vulnerable to DIY replacement. The 
underwriter should further prioritize companies with long-
term contracts, high renewal rates, and recurring revenue 
models, reducing exposure to sudden behavioral shifts.
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2. New $420 billion TAM flows exclusively to 
new entrants
A new addressable market is evolving for AI workflow 
software. By some accounts, this is already $65 billion in 
size,4 growing to $420 billion by 2030,5 and is potentially 
incremental to the $1 trillion SaaS TAM estimate in 2025.6 
It is also separate and distinct from the roughly $3 trillion 
in projected AI infrastructure and computing spend over 
the same span.3 Central to the software disruption debate 
is whether the new Agentic AI TAM carves into the legacy 
TAM along the way. Research by Goldman Sachs indicates 
that it likely will, but that the net effect will still translate 
to an AI tailwind for the overall software TAM (Display 2).

The rapid scaling of AI-native start-ups and research labs has 
created concern that incumbents will miss the upside while 
suffering erosion. This concern is partially valid, particularly 
for narrow point solutions. However, generative AI 
functionality is accessible to incumbents and start-ups alike. 
Incumbents retain durable advantages in data, distribution, 
platforms, existing integrations and customer relationships. 
Over time, AI is likely to expand the total addressable 
market for software by automating broader domains of the 
knowledge economy. In such a scenario, scaled incumbents 
that invest appropriately can capture meaningful upside. 

Importantly, this upside participation is contingent on 
incumbents’ ability to execute on credible AI roadmaps, 
which may involve near-term margin compression and 
investment cycles similar to the SaaS transition. A key 
underwriting question is differentiating future ‘winners’ 

from ‘losers,’ particularly as AI-native firms attract 
disproportionate talent and innovation momentum. 
The perceived dominance by AI-native companies in the 
innovation cycle is one that incumbents must change with 
breakthroughs of their own in AI-imbedded offerings.

UNDERWRITER BEST PRACTICE

An underwriter should focus on scaled incumbents 
with durable advantages in data, distribution, platform 
integration, and customer relationships. The underwriting 
process evaluates proprietary data access, distribution 
reach, ecosystem depth, and sponsor-backed innovation 
capacity. Companies already embedding AI features into 
their existing product set is a pre-requisite requirement for 
prospective software borrowers. Sponsor backing is also 
critical. An underwriter of software loans should focus 
on sponsor-backed platforms capable of funding R&D 
investment, accelerating product roadmaps, and executing 
strategic M&A. This ensures incumbents have the capital 
and operational resources to compete effectively in AI-
enabled markets. Vertical software that caters to highly 
regulated industries, such as healthcare, financial services 
and government, may also offer, we believe, an extra degree 
of protection from substitution risk given higher sensitivity 
to financial penalties due to non-compliance or IT failure.

Given the requirement for a robust AI product roadmap, 
an underwriter should explicitly incorporate downside 
scenarios that explore tolerance to lower near-term margins 
and elevated R&D and go-to-market spend, ensuring capital 
structures can withstand execution volatility.

DISPLAY 2 
New Agentic AI TAM vs. Legacy SaaS TAM by segment 

■ Software (base)   ■ AI Tailwind   ■ Agentic AI   ■ Incumbent share   ■ New entrant share

2030 TAM 2030 TAM2030 TAM2025 TAM

$971

$1,447

$270

$1,297

$420

$1,484

$210
50% capture

$1,717
New entrant
share

$1,717

Incumbent
share

CAGR
12.1%

Note: For illustrative purposes only. 
Source: Goldman Sachs Research, Morgan Stanley Investment Management
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3. Seat-based pricing models give way.
Seat-based pricing headwinds are a legitimate underwriting 
variable. If automation reduces headcount, per-seat models 
may face pressure. However, pricing in enterprise software 
is often embedded within broader contracts, and vendors 
historically renegotiate around value delivered. Industries 
such as tax and accounting have demonstrated that software 
growth can outpace underlying seat growth through 
pricing power and value expansion.3 For businesses with a 
value-based pricing model, AI-driven efficiency may expand 
monetization rather than compressing it, and that is likely 
the path forward for the industry.

Importantly, emerging evidence suggests the shift 
away from seat-based pricing is evolutionary rather 
than disruptive. Recent industry analysis indicates that 
approximately two-thirds of incumbent software vendors 
have already moved to hybrid pricing models—combining 
traditional per-seat pricing with usage-, feature-, or outcome-
based AI monetization—while only roughly one-third 
remains purely seat-based.7

Customers may seek to share in vendor efficiency gains 
by way of reduced pricing, but each are gaining equal 
efficiency. Value-based pricing frameworks allow vendors 
to retain economics tied to productivity, risk mitigation, and 
embedded workflow control.

UNDERWRITER BEST PRACTICE

Revenue model durability is a core underwriting focus. An 
underwriter should assess whether pricing is strictly per-
seat or embedded within broader enterprise contracts. 
Preference is given to value-based, transaction-based, 
instance-based, or contractually committed pricing 
structures. Underwriting stress tests model potential churn, 
seat contraction, and pricing renegotiation scenarios. 

Companies demonstrating pricing power, high net revenue 
retention, and mission-critical positioning are prioritized. 
Where AI creates productivity gains, and underwriters 
should evaluate whether those gains can be monetized 
through upsell modules or expanded functionality rather 
than leading to revenue erosion.

4. Systems of record get pushed down the 
value chain.
The architectural concern is that AI agents overlay and 
simplify the user interface, downgrading application 
vendors to commoditized data repositories. While this risk 
warrants monitoring, ingesting enterprise data without 
context raises integration, governance, and security 
challenges. Compliance-heavy systems of record with 
regulated workflows require deterministic outcomes, 
meaning guaranteed outputs from inputs, as opposed to the 
probabilistic outcomes that AI models can introduce due to 
hallucination or matching to random data. Incumbents can—
and increasingly do—embed AI-driven interface layers within 
their own ecosystems. Vendors offering broad suites that 
automate complex end-to-end processes are more insulated 
than narrow point-solution providers.

AI excels in probabilistic tasks but struggles to fully replace 
high-stakes deterministic workflows, where correctness, 
auditability, and compliance are non-negotiable. In practice, 
AI is more likely to function as a ‘system of intelligence’ 
layered on top of systems of record, rather than a full 
replacement for workflow ownership and governance.3

UNDERWRITER BEST PRACTICE

An underwriter should prioritize companies that own 
deterministic workflows, operate in regulated industries, 
or manage highly sensitive data where governance and 
auditability are paramount. The underwriting framework 
evaluates ecosystem control, API strategy, integration 
defensibility, and customer dependency depth. Vendors 
offering broad, integrated suites that automate complex 
end-to-end processes are preferred over narrow point 
solutions. An underwriter should also evaluate AI roadmap 
integration—requiring companies that are embedding AI-
driven interfaces within their own ecosystems rather than 
ceding innovation layers to third parties.
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Current trends in software credit issuance, 
defaults and ratings
The recent sell-off reflects uncertainty and is more about buyer 
paralysis than a strong-held conviction in wholesale disruption, 
in our opinion. Technology’s share of year-to-date volume in 
the broadly syndicated loan (BSL) market has collapsed to 8% 
of deal count, down from twice that in 2025, and spreads on 
traded software loans have gapped to north of 700bps from 
below 500bps previously.8 Overall BSL underwriting volume 
is down 30%, in no small part due to the pullback in software 
commitments. The bank-led BSL market can prove quite fickle, 
as shown during a complete withdrawal from LBO lending 
during a 9-month period in 2023 and 2024. This led to near 

record spreads and market share gains by non-bank private 
credit lenders. We don’t expect as severe of a retrenchment 
this time around, given the different direction in rates, but a 
partial withdrawal that can reduce competition for new loans 
and improve return opportunities, should it persist. 

Valuation compression appears driven by value debates 
that are handicapping cash flows many years into the future 
rather than any near-term fundamental collapse. Exiting 
2025, the Software and Services sector was one of the few 
within private credit with a positive trend in credit upgrades 
versus downgrades, as tracked by S&P estimates of private 
credit issuers (Display 3 and 4).

DISPLAY 3 
Upgrades outnumbered downgrades in software & services among private credit issuers

SECTOR  
(TOTAL # OF COMPANIES IN SECTOR)

SECTOR WEIGHT OF TOTAL 
CREDIT ESTIMATES (%) UPGRADES (NO.) DOWNGRADES (NO.) UG-TO-DG RATIO

Software & Services (537) 17.5 52 34 1.5

All Industries ex-Software & Services (3,192) 82.5 183 274 0.7

Source: S&P Global Ratings. Based on credit estimates on 3,729 private credit issuers. As of December 31, 2025.

DISPLAY 4 
Software had the highest upgrade to downgrade ratio of the major sectors (>3% weight)

Software 
Health Care Providers and Services 

Professional Services 
Commercial Services and Supplies 

Construction and Engineering 
IT Services 

Diversified Consumer Services 
Media 

Machinery 
Hotels, Restaurants and Leisure 

Health Care Technology 
Food Products 

Health Care Equipment and Supplies 
Chemicals 

Trading Companies and Distributors 

14%6% 12%10%8%4%2%0%

1.5x 3.5x3.0x2.5x2.0x1.0x0.5x0.0x

Upgrade to downgrade ratio (x)

Weight (%)

1.88x

Source: S&P Global Ratings. Based on credit estimates on 3,729 private credit issuers. As of December 31, 2025.
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Software loans have demonstrated a lower incidence of default 
in the years leading up to the present, including a temporary 
spike post-pandemic. Using BSL as a proxy and the fully loaded 
default rate inclusive of restructuring as measured by LCD. The 
software industry’s share of defaults has only recently reached 
parity with its representation in the leveraged loan index (the 
Morningstar LSTA index) at approximately 17% (Display 5).

Importantly, while software is often viewed as non-cyclical, 
it has experienced prior idiosyncratic disruption cycles (e.g., 
the 2014–2016 correction on cloud transition fears, the 
2022 SaaS correction on hyperscale fears) with similarly 
limited default impact.

In this context, it’s also important to note that contrary 
to market perception, indicators of loan stress in both the 
traded and non-traded loan markets have been trending 
downward since late 2024. For direct lending, this can be 
seen in the latest estimated default rate reported by S&P at 
4.5%, down from the cycle high of 5.8%, and the reported 
BDC non-accrual rate of 3.3%, down from its recent high 
of 3.6%. Both are as of Q4 2025. In the traded BSL market, 
which reports more frequently, the full loaded default rate 
including restructurings held steady at 3.5% in February, 
down significantly from a cycle high of 4.6% (Display 6). 

DISPLAY 5 
Default trends within Software & Services

20%

10%

5%

0%
Jan-26

Software & Services Share of LSTA Index (TTM)    Software & Services Share of LSTA Defaults (TTM)

Jan-23 Jan-25Jan-24Jan-22Jan-21Jan-20

17.9%

15%
17.0%

Note: Software share of index based on GICS industry classification and loan cost. Share of defaults based on count of defaults inclusive of distressed exchanges.
Source: PitchBook LCD, Morgan Stanley Investment Management. As of February 28, 2026.

DISPLAY 6 
Overall default and non-accrual trends

9.0%

6.0%

3.0%

0.0%
Feb-26

Direct Lending Defaults    BSL Defaults    BDC Non-Accruals

Feb-20 Feb-23May-22Aug-21Nov-20May-19Aug-18Nov-17

4.5%

Nov-23 Aug-24 May-25

1.0%

2.0%

4.0%

5.0%

7.0%

8.0%

3.3%
3.5%

Note: Non-accrual rates are for traded BDCs only in order to reflect seasoned loan portfolios.
Source: LSEG, PitchBook LCD, S&P Global. BSL default rate as of February 28, 2026. All other data as of December 31, 2025.
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While the downward trend in these three measures may 
well reverse in the future should the bear story on AI 
disruption fully play out, the current path of travel suggests 
convergence of default rates in the 4.0-5.0% range in the 
two markets, even after allowing for a 50bps backup, which 
is approximately 125bps above the average for fully loaded 
defaults since this data was first tracked on both BSL and 
private credit markets in 2017.

Current trends in equity fundamentals
Revenue and earnings growth in public SaaS companies 
remained resilient in 2025, including the recently completed 
fourth quarter reporting season. Net income surprises were 
biased slightly to the upside, but no more or less than the 
overall market. For 2026, expectations call for a modest 
acceleration to ~16% revenue growth as compared to ~7% 
for the market overall.1 

Of course, fundamental strength in large public companies 
does not always translate to the long tail of smaller private 
companies, although the positive trend in private credit 
estimates referenced above indicates that fundamentals are 
holding up there as well, at least for now. 

The greatest challenge facing software companies in private  
markets is their sheer number. In application software  
alone there are more than 11,000 sponsor-backed SaaS  
companies, more than double the total of just 10 years ago  
(Display 7). The vast majority of these are VC-backed and  
not debt eligible, leaving approximately 1,200 PE-backed  
software companies. All the same, industry fragmentation  
is high with the market share leader controlling just 2% of  
the combined public-private revenue total.5 Consolidation  
is likely, especially among companies that cannot afford  
the R&D budgets necessary to keep up with AI innovation  
and integrations. 

DISPLAY 7 
Population of sponsor-backed private software companies (application only)

12,000

10,000

2,000

0
20262008 2012201120102009200720062005

CAGR
14.1%

8,000

6,000

4,000

2025202420232022202120202019201820172016201520142013

11,137

Source: PitchBook LCD, Morgan Stanley Investment Management. As of December 31, 2025.
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Acting defensively again
Following the indiscriminate sell-off in January and February, 
publicly traded software assets found their footing in March, 
coinciding with the US-Iran conflict and weakness in stocks and 
bonds. Software shares have advanced while the broader equity 
market has declined, delivering the best relative performance 
of any major industry since that point in time (Display 8).3 
Meanwhile, software loans have also bounced from their lows, 
closing the gap with the broader traded market for syndicated 
loans (Display 9). Whether this is a partial acknowledgment that 
incumbents are better positioned to benefit from AI than the 
worst fears, or due to fundamentals remaining intact post the 
Q4 earnings season, or investors rediscovering the virtues of 
software as an asset light, low input cost industry is open for 

debate. Whatever the case, the sector is acting defensively again 
in the face of a geopolitical storm.

Conclusion
The four main concerns relating to GenAI disruption of legacy 
software businesses contain valid elements, but they are 
concentrated in specific sub-sectors. A sound underwriting 
approach should avoid thin application layers, commoditized 
pricing structures, and structurally vulnerable business models. 
Instead, it should emphasize enterprise systems of record, high 
switching costs, proprietary data advantages, and sponsor-
backed innovation capacity. In many such cases, AI is more likely 
to expand TAM, increase stickiness, and create incremental 
monetization opportunities than to destroy value.

DISPLAY 8 
SaaS has outperformed the broader US market since the Iran conflict began

120

110

100

90
3/24/26

Saas Index    S&P Index

3/4/263/2/262/26/262/24/26 3/6/26 3/10/26 3/12/26 3/16/26 3/20/263/18/26

Source: BVP Emerging Cloud Index, S&P Global. As of March 26, 2026.

DISPLAY 9 
Weighted average price of traded software loans has also bounced

101

100

99

98
3/23/26

Software Loans    LSTA Loan Index

3/5/262/27/262/24/26 3/11/26 3/14/263/2/26 3/8/26 3/20/263/17/26

Source: PitchBook LCD. As of March 26, 2026.
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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.
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 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. 
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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 North America Private Credit 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. 

U.S. 
NOT FDIC INSURED. OFFER NO BANK GUARANTEE. MAY LOSE 
VALUE. NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY. 
NOT A DEPOSIT.
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 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 (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 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 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 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 to make such investment 
decisions. MSIMJ 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, MSIMJ 
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 MSIMJ, 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 II Financial Instruments Firms Association.


