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European bond yields continued to fall — and prices rose further — during May. The yield
on Eurozone government bonds slipped by 10-12 basis points. Market participants
continued to react to the wide variety of statistics, which pointed to the weakness of the
Eurozone economy. Unlike in April, corporate bond spreads remained broadly
unchanged. After a particularly difficult month in April, US automotive sector bonds were
clear outperformers; widely perceived as having been oversold, they rallied strongly.
The Fund's relative performance continued to be restrained slightly as a result of its
underweight duration. However, this was partially offset by an overweighting to US
automotive sector bonds. There were no substantial changes to the portfolio during
May. Looking forward, we expect that bond yields in the Eurozone will rise. The
valuation of bonds currently imply that the Eurozone will remain in a sustained period of
economic weakness. We believe that such a view is overly pessimistic. We are looking
for opportunities to take advantage of the weakness in bond prices to add higher
yielding assets to the Fund.

Returns in euro vs. MSCI Euro Debt Index?
As of 31 May 2005 Fund (net of fees) %

Peer group
Period Class | Class A Class B Index ranking
Last three months 2.29 2.16 1.91 3.04 46/94
YTD 2005 3.00 2.82 2.42 3.81 49/94
One year 8.50 8.06 6.97 9.81 38/92
Three years (annualised) 7.36 6.90 5.84 8.23 11/81
Five years (annualised) 6.31 5.85 4.81 7.37 12/70
Ten years (annualised) 7.15 n/a n/a 7.84 4/33
Class | shares vs. MSCI Euro Debt Index®
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Facts and figures Statistics*

As of 31 May 2005 As of 31 May 2005 Class |  Index

Launch date February 1991 Alpha 0.45 0.00

Fund management David Germany Beta 0.84 1.00

team Michael Kushma R Squared 0.85 1.00
Christian Roth Information ratio (0.67) 0.00

Location London Tracking error 1.21 0.00

Base currency euro Standard deviation 2.89 0.00

Total assets € 572.0 million

NAV € 29.87

NAV $ 36.81

As of 1 May 2005

May 2005

Portfolio characteristics Class | Index
Duration 548 573
Average maturity 797 745
Average yield to maturity 3.01 337
Number of securities 116 1697
%

Quality distribution (S&P)
AAA 82.31
AA 1.94
A 4.92
BBB 5.28
BB 2.85
B 0.47
Not available 0.21
Cash & equivalents 2.02
Total 100.00
Sector distribution %
d a) Government 81.04
C b) Corporate 14.43
b c) Other 251
d) Cash & equivalents 2.02
Total 100.00
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Fund aim

Seeks to provide an attractive rate of return, measured in Euro,
through market, instrument and currency selection. The Fund consists
of fixed income securities of varying maturities denominated primarily

in the Euro and other European currencies which are probable

candidates for joining the Economic and Monetary Union at a later

date.

Investment implementation

= Interest rate strategy and country allocation are based on real

interest rates, prospective inflation and yield curve slopes.

Proprietary technology is used to manage sensitivity to interest rate

movements.

= Country and currency exposure are separated; we favour higher-

yielding currencies.

« At a security level, forward-looking credit analysis calculates fair
value option and credit-adjusted spreads.

2 Source: Standard & Poor's Micropal. Peer group rankings refer to Class .

®  Calculations are NAV to NAV. Performance of the SICAV is calculated net of fees.

4 Based on monthly observations over last 3 years, Standard & Poor’s Micropal.

Please refer to back cover for important information and risk warnings.



Useful addresses and contacts

Morgan Stanley
Investment Management
Limited

25 Cabot Square

Canary Wharf

London E14 4QA

Morgan Stanley & Co.
International Limited
61 rue de Monceau
75008 Paris

France

Tel: 331-42 90 70 00

Morgan Stanley

Dean Witter Asia Limited
30th Floor

3 Exchange Square

Central

Hong Kong

Morgan Stanley
Investment Management
Limited

6B route de Tréves

L-2633 Senningerberg
Grand Duchy of Luxembourg

Morgan Stanley
Serrano 55

28006 Madrid

Spain

Tel: 34-91-412 11 00
(outside Spain)

Morgan Stanley
Investment Management™
1221 Avenue of Americas
New York, New York 10020
United States of America
Tel: 1-800-231 2026

United Kingdom Fax: 331-42 90 70 99
Tel: 44-(0)20-7425 8701
Fax: 44-(0)20-7425 7832 Morgan Stanley Bank AG
Junghofstr.13-15

D-60311 Frankfurt a.M.
Germany

Tel: 49-69-2166 2610

Fax: 49-69-2166 2699

Meinl Bank
Aktiengesellschaft
Bauernmarkt 2
A-1014 Wien
Austria

www.morganstanley.com/sicav
The Morgan Stanley SICAV website is directed only to persons located in Austria, Germany, Italy, Luxembourg, Spain, Sweden, Switzerland and the United Kingdom.

Tel: 852-2848 5200
Fax: 852-2848 6618 Morgan Stanley
Investment Management
Limited

Rembrandt Tower

11th Floor Amstelplein 1
Corso Venezia 16 1096HA Amsterdam
20121 Milan The Netherlands

Italy Tel: 31-20-462 1300

Morgan Stanley
Bank International Ltd
Palazzo Serbelloni

Tel: 900-122 641
(in Spain)
Fax: 34-91-435 7707

Bank Morgan Stanley AG
Bahnhofstrasse 92
CH-8023 Zurich
Switzerland

Tel: 41-1-220 9313

Fax: 41-1-220 9808

Applications for shares in any Morgan Stanley SICAV Fund, should not be made without first consulting the current Prospectus, Annual Report and Semi-Annual Report (“Offering
Documents”), which are available free of charge at the above addresses.

Important information

This document contains information relating to the sub-
funds (‘Funds’) of Morgan Stanley SICAV, a Luxembourg
Société d'Investissement a Capital Variable. Morgan
Stanley SICAV qualifies as a UCITS in accordance with
the EC Council Directive of 20 December 1985 as
amended. The Funds have been authorised for sale
pursuant to such Directive in Austria, France, Germany,
Greece, Ireland, Italy, Luxembourg, the Netherlands,
Portugal, Sweden, Spain (CNMV No149) and the UK. In
addition, the Funds have been authorised for sale in
Hong Kong, Norway and Switzerland. In France, Morgan
Stanley SICAV was granted “recognised” status by the
Commission des Opérations de Bourse on 29
December 1995. In Sweden, Morgan Stanley SICAV is
registered with the Swedish Financial Supervisory
Authority. In giving such authorisation, no regulatory
authority in any of the above jurisdictions takes
responsibility for the financial soundness of the Funds or
for the correctness of any statements made or opinions
expressed in this regard.

It is the responsibility of any persons in possession of
this document and any persons wishing to make
application for Shares pursuant to the Prospectus to
inform themselves of and to observe all applicable laws
and regulations of any relevant jurisdictions. In certain
jurisdictions, Shares may not be available for purchase
and the distribution of this brochure may be restricted.

*In particular, the Shares are not for distribution in the
United States or to US persons other than in
accordance with the laws of the United States.

This document neither constitutes an offer by Morgan
Stanley Investment Management Limited of Shares or of
any other investment products or investment service,
nor an invitation to the recipient to respond to the
document by making an offer to purchase Shares or to
purchase any other investment product or investment
service. In addition, all Italian investors should refer to
the ‘Integrative Document'.

If you are a distributor of the Morgan Stanley SICAV,
some or all of the funds may be available for
distribution. Please refer to your sub-distribution
agreement, for these details before forwarding fund
information to your clients.

Purchase of Shares in the UK may, depending on the
circumstances, carry a right of cancellation in favour of
the investor. Similar rights may apply in other
jurisdictions. If you are in any doubt about this
investment, you should consult your independent
financial adviser. The investments described in this
document will not be suitable for all investors.
Recipients of this document should not treat the
contents as advice relating to legal, taxation or
investment matters.

The sources for all performance and index data are
Standard & Poor’s Micropal and Morgan Stanley
Investment Management Limited. Performance is quoted
net of investment management fees and with income
reinvested. Currency conversions by Standard & Poor’s
Micropal for data after December 1993 have been
made according to the 4PM GMT WM Reuters Spot
Rate. Prior to the end of December 1993, the rate used
was the 4PM GMT NatWest Rate. All Fund performance
is shown since first full month after inception of Fund.

Risk warnings

Past performance is not necessarily a guide to future
performance and the value of the Shares and income
from them may fall as well as rise. On redemption of
Shares, an investor may receive back an amount less
than the original amount of his investment. The assets
of the Funds will be in a variety of currencies and
therefore movements in the value of currencies may
also affect the value of an investor’s holdings.
Furthermore, the value of Shares may be adversely
affected by fluctuations in exchange rates between the
investor’s reference currencies and the base currencies
of the Funds.

There are special risk considerations associated with
investing in:

1) Emerging country securities; including (1)
restrictions on foreign investment and on
repatriation of capital (2) currency fluctuations, (3)
potential price volatility and lesser liquidity of
shares, (4) political and economic risks, including
the risk of nationalisation or expropriation of assets
and the risk of war (5) settlement systems may be
less well organised and less developed and (6) debt
may not be rated by any internationally recognised
credit rating organisation.

There are also varying levels of government
supervision and regulation of exchanges, financial
institutions and issuers in various countries. In
addition, accounting, auditing, financial and other
reporting standards are not equivalent to those of
more developed countries, and therefore less
information may be available than in more
developed countries.

2) High yield securities; investment in higher yielding
securities is speculative as it generally entails
increased credit and market risks. Such securities
are subject to the risk of an issuer’s inability to
meet principal and interest payments on the
obligations (credit risk) and may be subject to price
volatility due to such factors as interest rate
sensitivity, market perception of the credit
worthiness of the issuer and general market
liquidity.

3) Securities of small capitalisation companies; these
securities involve greater risk than large
capitalisation companies and the markets for such
securities may be more volatile and less liquid.

4) Securities of companies engaged in the real estate
industry; including the cyclical nature of real estate
values, risks related to general and local economic
conditions, overbuilding and increased competition,
increases in property taxes and operating
expenses, demographic trends and variations in
rental income, changes in zonal laws, casualty or
condemnation losses, environmental risks,
regulatory limitations on rents, changes in
neighbourhood values, related party risks, changes
in the appeal of properties to tenants, increases in
interest rates and other real estate capital market
influences. Generally, increases in interest rates will
increase the costs of obtaining financing, which
could directly and indirectly decrease the value of
the relevant Fund.

Please refer to the Prospectus for full disclosure of the
individual Fund aims.

Issued by Morgan Stanley Investment Management
Limited, 25 Cabot Square, Canary Wharf,
London E14 4QA.

Authorised and regulated
by the Financial Services Authority.



