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KEY TAKEAWAYS

1. Alternative investment strategies may potentially
improve performance of and add diversification to
60/40 portfolios.

2. These strategies are no longer the exclusive domain
of institutions and wealthy individuals.

3. With the introduction and evolution of client-friendly
vehicles, many individual investors now have access

to these strategies.

4. Professional investors should know the value
proposition of alternative investments in order
understand how allocating to them may help

strengthen client portfolios.

Overview of the Alternative Investment Landscape

The term “alternative investments” is broad and, in our view, not particularly
descriptive or useful. It encompasses all strategies that cannot be accessed
through traditional equity and fixed income solutions. These strategies have
the potential to address many of the challenges that investors face today—
the need for enhanced income, inflation protection, diversification, and
stability amid volatile markets.

At the highest level, alternative investments can be categorized into the
following strategy types: hedge funds, private credit, private equity, real
estate and infrastructure.
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HEDGE FUNDS employ a wide range of
strategies, each with their own unique
risk and return characteristics. As
such, they can serve different roles in
a portfolio: isolating alpha, enhancing
returns, mitigating or hedging risk, and
providing diversification.

Generally speaking, hedge funds can
be classified into five categories: Equity
Hedge, Event Driven, Relative Value,
Macro and Multi-Strategy. Each of
these categories can be further divided
into sub-strategies.

Equity Hedge and Event Driven
strategies offer equity beta with the
opportunity for reduced volatility by
providing exposure to equities while
seeking to diminish portfolio risk
through hedging strategies. Through

the simultaneous buying and selling of
securities to take advantage of pricing in
efficiencies, relative value strategies seek
to capitalize on price discrepancies in the
market, delivering consistent return with
muted volatility. Macro strategies are
defensive in nature, historically proving
their worth during market dislocations.
These strategies bet on broad
macroeconomic trends using futures,
options and spot markets, providing

potential diversification benefits during
times of market stress. Lastly, multi-
strategy hedge funds allocate capital
across strategies in an opportunistic
manner, aiming to deliver uncorrelated
returns and reduce portfolio risk.

PRIVATE CREDIT investing is a form of
lending capital outside the traditional
banking system whereby lenders work
with borrowers to negotiate private
loans, typically held to maturity, that are
not traded on the public market. Because
these loans are not traded, investors

are compensated with an illiquidity
premium—the additional return
generated from committing capital

over an extended period and providing
managers time to unlock value.

The private credit market has grown
exponentially since the global financial
crisis, both in terms of breadth and
depth. Private credit AUM has more than
quadrupled from $262.2 billion globally'
in 2009 to $1.6 trillion today.? Generally
speaking, private credit strategies can be
categorized as follows: direct lending,
specialty lending and distressed lending.
Direct lending strategies provide credit
primarily to middle market, non-
investment grade companies who are

seeking loans from non-bank lenders,
and they focus on income generation.
Specialty lending encompasses a wide
range of products that are typically
backed by different types of assets,
including real estate. These strategies
tend to focus on the highest possible
total return. Distressed lending
involves acquiring stakes in stressed
companies at significant discounts with
the intention of generating profit post
company turnaround. Like specialty
lending strategies, distressed strategies
are focused on generating the highest
possible total return.

Private credit historically has exhibited
a low correlation with other, more
traditional, fixed income since the
debt is not traded and is not subject
to public market volatility. The debt is
often floating-rate, meaning investor
income increases with overall interest
rates—a desirable feature.

PRIVATE EQUITY strategies are primarily
differentiated by where they focus in
terms of company lifecycle stage—
early, middle and late. These strategies
have traditionally offered a considerable
iLlliquidity premium to investors, with
their risk/return profiles linked to the

"Preqin, as of October 31,2023.

2 Pregin, all private credit funds with a vintage year between 2000 and 2023, as of October 31, 2023.
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likelihood of them achieving growth/
improvement targets. Private equity
strategies can be thought of in three
main categories: buyout, growth capital
and venture capital. Buyout represents
the largest strategy segment as
measured by AUM. Buyout investors
take complete or majority ownership
and control of mature companies
through equity and debt. Growth capital
strategies are characterized by minority
or non-controlling stake in companies
with growth potential. Investors usually
take a passive approach, retaining the
same management team, and typically
use lower levels of leverage than
buyout transactions. Finally, venture
capital strategies involve investments
made in start-up companies and early-
stage businesses that are believed to
have significant growth potential. As a
company grows, additional financing is
provided in the form of “rounds.”

REAL ASSETS, which encompass real
estate and infrastructure, are tangible,
physical assets whose value stems

from their physical use. Private real
estate strategies are focused on equity
investments and loans to privately held
real estate properties. They are classified
as Core, Core-Plus, Value Add and
Opportunistic. Strategies are categorized
according to the level of risk related

to characteristics such as location,
quality of property and percentage
leased. Primary property types include
residential, commercial and industrial.
Historically, these strategies have served
as an income source, often generating
yields significantly surpassing traditional
fixed income options.

Private infrastructure strategies involve
equity investments and loans to
privately held infrastructure facilities and
services. There are generally considered
to be two broad categories of strategies:
economic (e.g, toll roads, airports, water
treatment and electricity) and social
(e.g., schools, hospitals, correctional
facilities). Like real estate, strategies can
be classified as Core, Core-Plus, Value
Add and Opportunistic.

Why Now? Advisors Need an
Updated Toolkit

This model, which mirrored many
institutional allocations, was simple

to communicate to investors. The
expectation was that equities, comprising
60% of the portfolio, would drive
growth while fixed income, making up
the remaining 40%, would offer stability
and income. This balance offered a
degree of diversification because of the
low correlation between stocks and
bonds. However, this model experienced
significant under performance in 2022,
when both asset classes declined
simultaneously for the first time in
decades. With advisors facing challenges
in finding income sources for their
clients and increased correlations across
most traditional asset classes, there is

a pressing need to expand beyond the
traditional 60/40 portfolio.

Studies have shown time and again that
allocating to alternative investment
strategies has the potential to improve
the risk/reward profile of balanced
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portfolios. Until fairly recently, only
institutions and ultra-high net worth
individuals who meet eligibility
requirements could partake.

Fortunately, asset managers have
been focused on broadening the
access to alternatives. There has been
meaningful growth in offerings made
at lower minimums, with greater
transparency and more timely tax
reporting. As a result, professional
investors now have access to an
expanded set of tools. Indeed, advisor
allocations to alternative investments
are expected to steadily increase from
4% reported in 2022 to an anticipated
4.5% in 2024 3

What Does the Broadening
Access to Alternative
Investments Mean for
Professional Investors?

Two primary factors have driven the
democratization of alternatives:

1. MARKET ENVIRONMENT: professional
investors need a comprehensive and
sophisticated toolkit to best address
the investable opportunity set for
their clients

2. PRODUCT INNOVATION: Managers
have responded to investor demand
by launching vehicles with lower
minimums, targeting sophisticated
individual investors who can tolerate
non-daily liquidity.

Taken together, these factors have
contributed to a proliferation of
alternative investment vehicles that

are increasingly looking to provide
access to private markets with investor-
friendly terms such as lower minimums,
simplified processing of subscriptions
and, in some cases, redemption terms.
Investors can access these strategies
through newly regulated fund vehicles,
such as SICAV Part lIs, ELTIFs and LTAFs,
which offer many of the protections
associated with public registration while
still allowing investment in illiquid assets

like private markets. Depending on the
vehicle structure certain products can
be distributed not only to professional
investors, but also retail investors.
Importantly, these strategies have the
potential to act as portfolio diversifiers
with returns that are uncorrelated to
traditional markets, lower volatility and
often offering an illiquidity premium.

Conclusion

In conclusion, the broadening access
to alternative investments marks a
significant milestone in the industry.
Access to previously exclusive asset
classes allows for enhanced portfolio
diversification and the potential for
higher returns with reduced volatility.
As we navigate an increasingly
complex and often volatile investment
landscape, alternative investment
strategies may prove to be powerful
tools for both advisors and clients,
provided that potential risks and
benefits are fully understood.

3 Source: The Cerulli Report—U.S. Alternative Investments 2022: Delivering Alternative Capabilities to Retail Investors. As of December 31, 2022.
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Risk Considerations

There is no guarantee that any of the investments listed above resulted in positive performance (for realized holdings) or will perform
well in the future (for current holdings). The trademarks and service marks above are the property of their respective owners. The
information on this website has not been authorized, sponsored, or otherwise approved by such owners.

The information presented herein is solely for informational and educational purposes only. It is intended for the benefit of third-party issuers
and those seeking information about alternatives investment strategies. The information contained herein does not constitute and should not
be construed as an offering of advisory services or an offer to sell or a solicitation of an offer to buy any securities in any jurisdiction in which
such offer or solicitation, purchase or sale would be unlawful under the securities, insurance or other laws of such jurisdiction.

The information presented 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. 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.

Diversification does not protect you against a loss in a particular market; however it allows you to spread that risk across various asset

classes. Past performance is no guarantee of future results.

Alternative investments are speculative and include a high degree of risk. Investors could lose all or a substantial amount of their
investment. Alternative investments are suitable only for long-term investors willing to forego liquidity and put capital at risk for an
indefinite period of time. Alternative investments are typically highly illiquid—there is no secondary market for private funds, and there
may be restrictions on redemptions or assigning or otherwise transferring investments into private funds. Alternative investment funds
often engage in leverage and other speculative practices that may increase volatility and risk of loss. Alternative investments typically
have higher fees and expenses than other investment vehicles, and such fees and expenses will lower returns achieved by investors.

In the ordinary course of its business, Morgan Stanley engages in a broad spectrum of activities including, among others, financial
advisory services, investment banking, asset management activities and sponsoring and managing private investment funds. In engaging in
these activities, the interest of Morgan Stanley may conflict with the interests of clients.

Alternative investment funds are often unregulated, are not subject to the same regulatory requirements as mutual funds and are not
required to provide periodic pricing or valuation information to investors. The investment strategies described in the preceding pages

may not be suitable for your specific circumstances; accordingly, you should consult your own tax, legal or other advisors, at both the

outset of any transaction and on an ongoing basis, to determine such suitability.

No investment should be made without proper consideration of the risks and advice from your tax, accounting, legal or other advisors as

you deem appropriate.

IMPORTANT DISCLOSURES

Past performance is no guarantee of future results. The returns referred to
herein are those of representative indices and are not meant to depict the
performance of a specific investment.

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 allinvestors. 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
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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.

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
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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 orindirectly 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.
Allinformation contained herein is proprietary and is protected under copyright
and other applicable law.

Eaton Vanceis 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 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.

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, 1th Floor Amstelplein T1096HA, Netherlands. France:
MSIM FMIL (Paris Branch), 61rue 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: MSIM Ltd (Representative Office, Unit Precinct 3-7th Floor-Unit 701and
702, Level 7, Gate Precinct Building 3, Dubai International Financial Centre, Dubai,
506507, United Arab Emirates. Telephone: +97 (0)14 709 7158).

This document is distributed in the Dubai International Financial Centre by
Morgan Stanley Investment Management Limited (Representative Office), an
entity regulated by the Dubai Financial Services Authority (DFSA). It is intended
for use by professional clients and market counterparties only. This document
is not intended for distribution to retail clients, and retail clients should not act
upon the information contained in this document.

This document relates to a financial product which is not subject to any form of
regulation or approval by the DFSA. The DFSA has no responsibility for reviewing
or verifying any documents in connection with this financial product. Accordingly,
the DFSA has not approved this document or any other associated documents
nor taken any steps to verify the information set out in this document, and has

no responsibility for it. The financial product to which this document relates may
be illiquid and/or subject to restrictions on its resale or transfer. Prospective
purchasers should conduct their own due diligence on the financial product. If
you do not understand the contents of this document, you should consult an
authorised financial adviser.

UsS.
NOT FDIC INSURED | OFFER NO BANK GUARANTEE | MAY LOSE VALUE |
NOTINSURED BY ANY FEDERAL GOVERNMENT AGENCY | NOT ADEPOSIT

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 577). 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"; (i) to a ‘relevant person” (which includes an accredited investor)
pursuant to section 305 of the SFA, and such distribution is in accordance with
the conditions specified in section 305 of the SFA,; or (iii) otherwise pursuant
to, and in accordance with the conditions of, any other applicable provision of
the SFA. This publication 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. Interests will only be offered
in circumstances under which no disclosure is required under the Corporations
Act 2007 (Cth) (the “Corporations Act”). Any offer of interests will not purport
to be an offer of interests in circumstances under which disclosure is required
under the Corporations Act and will only be made to persons who qualify as a
“wholesale client” (as defined in the Corporations Act). This material will not be
lodged with the Australian Securities and Investments Commission.

JAPAN

For professional investors, this materialis 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 (“|AA"). 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 MSIM] to make all investment decisions based on an analysis of
the value, etc. of the securities, and MSIM] accepts such commission. The client
shall delegate to MSIM] the authorities necessary for making investment. MSIM|
exercises the delegated authorities based on investment decisions of MSIM], 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,
MSIM]J 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 MSIM),
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 Il Financial Instruments Firms Association.
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