
INVESTMENT STRATEGY

This report updates the previous version published in September 2023.

Climate action investing, which we define as the effort to direct capital toward
climate solutions and mitigate climate-related investment risks, is top of mind for
many investors seeking compelling risk-adjusted returns and interested in
supporting the transition to a less carbon-intensive economy. This increased focus is
largely driven by 1) heightened awareness of the impact of a changing climate on
our ecosystems, economies and livelihoods; 2) meaningful commitments and
financing from governments and the private sector to reduce greenhouse gas (GHG)
emissions; and 3) an increasing number of attractive climate action investment
opportunities coming to market.

Private markets offer investors opportunities to contribute to and benefit from the
low-carbon transition in a more targeted way than what might be possible in public
markets. According to PitchBook, 65% of 2024 private market dollars allocated to
impact  had some allocation to climate—including categories such as agriculture,
biodiversity, climate, pollution and water —while infrastructure funds, many of
which have meaningful allocations to low-carbon energy sources and projects,
accounted for another 22%.

Although recent data shows a pullback in fundraising and fund launches for private-
market climate opportunities, this shift aligns with the broader private market trend
in which fundraising has slowed significantly amid persistent macroeconomic
headwinds, elevated interest rates and a more cautious investor outlook. Taking a
longer-term view, the trend still shows substantial growth compared with the early
2010s, which is good news for investors, who still have multiple options.

The Morgan Stanley Wealth Management Global Investment Office has written on
the rise of private markets (see “Portfolio Implementation Guide for Private
Investments”) and on climate action investing (see “Climate Action: Positioning Your
Portfolio for Decarbonization”). This guide seeks to bring these topics together to
address the risks and opportunities of climate action investing in private markets.
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The Case for Climate Action
Investing
The Low-Carbon Transition Presents Significant
Opportunities for Private Market Investors
There is broad consensus that human activity—specifically,
industrialization and the burning of fossil fuels, which has
increased the presence of heat-trapping GHGs in the
atmosphere—is responsible for the accelerated rise in global
temperatures. Earth’s average temperature has increased by
at least 1.3 degrees Celsius (°C) since 1880, with much of that
warming occurring since 1975.  A primary driver of the
increase has been carbon dioxide (CO₂) emissions, which are
the most abundant GHGs released by human activities.  As it
stands, global atmospheric concentration of CO₂ is more than
50% greater than in 1800.  See our climate action investment
primer for more on the negative impact of climate change on
the environment, the global economy, energy systems and
health and well-being.

Climate action continues to be a focus for many governments
and corporates globally, and they have increasingly
introduced ambitious GHG emissions-reduction targets over
the past several years.  Domestically, supportive policy action
during the Biden administration mainly through 2022’s
Inflation Reduction Act (IRA), which allocated $369 billion to
energy security and climate change programs over the
following 10 years, drove robust investor interest.

While political support for low-carbon energy sources and
technologies has waned under the Trump administration, the
impact of current policies on these energy sources has been
more constructive than headlines may suggest.  For
example, the passage of the One Big Beautiful Bill Act
(OBBBA) in July 2025, which phases out many of the IRA’s
low-carbon energy investment and production tax credits,
resulted in less draconian timelines than originally expected.
Many alternative energy beneficiaries have a delayed phase-
out not occurring until 2033, which may blunt the OBBBA’s
negative impacts. In addition, the OBBBA not only preserves,
but also expands many tax incentives associated with nuclear
and geothermal energy as well as carbon capture, utilization
and storage (CCUS).

At the same time, emerging technologies like artificial
intelligence (AI) are reshaping both the demands and the
dynamics of the low-carbon transition. On one hand, AI-
related infrastructure—such as data centers and chip
manufacturing—drives rising energy and water needs,
underscoring the urgency of decarbonizing electricity grids
and improving efficiency. On the other hand, AI offers
powerful opportunities to support the transition itself, from
smart grid optimization and GHG emissions accounting to
precision agriculture and early-stage climate technology—
which we will continue to refer to as climate tech.

More broadly, increased low-carbon spending from the public
and private sector during the last decade has disrupted
supply-demand dynamics in various sectors and helped to fuel
growth in emerging technologies. Global investment in low-
carbon technology climbed to a record $2 trillion in 2024 and
will continue to be critical to achieving a successful low-
carbon transition (see Exhibit 1).

Exhibit 1: Low-Carbon Energy Investment Reached a
Record $2 Trillion in 2024

Source: BloombergNEF, Morgan Stanley Wealth Management Global
Investment Office as of Jan. 30, 2025

Looking ahead, it is estimated that annual investment in the
transition needs to nearly triple from 2024’s record to $5.6
trillion per year, on average, for the remainder of the decade
in order to reach net-zero emissions by 2050.  Around 60%
of global low-carbon investment will need to be carried out
by private investors responding to market signals and policy
incentives set by governments.

Given the very early stage of much emerging climate tech,
private market investments will play an important role in
helping companies critical to the low-carbon transition to
mature. Further, as a result of the wide breadth of investable
opportunities—from both a thematic and geographical
perspective—private market investors can contribute to and
benefit from the transition more selectively than currently
possible in public markets.

Investable Low-Carbon Themes
Investors seeking to identify attractive climate action
investment opportunities in the private markets can source
them from a growing pool of innovative technologies. As the
transition to a less carbon-intensive economy continues,
capital inflows will be required not just towards emissions
reduction, but towards resilience, energy security and critical
infrastructure stability as well.
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While traditional proven technologies, such as wind, solar and
electric vehicles remain part of the broader landscape,
momentum has shifted towards sectors that are strategically
valued in the current political environment including 1)
nuclear, 2) geothermal, 3) CCUS, 4) battery storage and 5)
grid-tied infrastructure systems supporting national security
priorities such as AI development and energy independence,
many of which are covered in more detail in our climate
action investment primer.

Along with these low-carbon technologies, we have identified
three additional investable themes that are tied to carbon-
intensive activities for private-market investors to consider.
These also stand to benefit from developments in AI,
including improved emissions modeling, precision resource
tracking and early-risk detection across supply chains:

Sustainable Food and Agriculture. Agriculture and food
systems are estimated to account for up to one-third of
global GHG emissions.  These emissions are driven by
land-use changes and deforestation associated with
farming, as well as by food production and consumption
further down the supply chain.  Investment opportunities
aimed at reducing emissions tied to agri-food systems and
supporting global food security include solutions for
improving land productivity, reducing food waste and
packaging, and shifting consumption away from meat and
toward plant-based meat alternatives and fish.

Waste Reduction and the Circular Economy. Extracting and
using finite resources is energy intensive and can lead to
deforestation and land degradation. To reduce associated
GHG emissions, investors can target opportunities that
support the circular economy. The circular economy
involves increasing the utilization of materials and products
by keeping them in circulation as long as possible and
finding new uses for them at what would previously have
been the end of their useful lives.  Reusing more products,
materials and resources can help reduce new production
and minimize waste.

Conservation and Biodiversity. Deforestation and land
degradation, which are meaningfully linked to agricultural
and extractive processes, are responsible for emitting
GHGs into the atmosphere and contributing to biodiversity
loss.  A growing investable area for consideration is
natural capital solutions, which are actions to conserve,
restore, sustainably use and manage natural assets such as
forests, grasslands, wetlands and oceans. These efforts
seek to reduce biodiversity loss while simultaneously
supporting the ability of these natural assets to absorb
carbon from the atmosphere and store it.  This could
include investing in reforestation, the restoration of coastal
ecosystems like mangroves and ocean-based technologies.

The Morgan Stanley Wealth Management Global Investment
Office has written on natural capital investing (see "Natural
Capital Investing: Supporting Nature-Positive Outcomes").

Climate Action Investing
Opportunities by Asset Class
Below, we walk through the key private market asset classes
that are relevant to climate action and discuss recent trends,
risks and opportunities.

Private Equity
For investors seeking to address climate action through
private markets, private equity (PE)—which includes venture
capital (VC)—has historically offered the most direct access,
particularly to early-stage innovation climate tech. According
to our definition, climate tech refers to technologies that are
explicitly focused on reducing GHG emissions and/or
addressing the impact of a changing climate while aiding in
the transition to a low-carbon economy. Currently, climate
tech maintains a healthy share of overall funding activity that
reflects the enduring interest in solutions ranging from
carbon removal to clean energy infrastructure.

While climate tech represents a distinct thematic opportunity,
it remains subject to similar macroeconomic, regulatory and
fundraising forces that shape the private capital—including
impact—landscape more broadly. In 2024, impact private
capital fundraising fell to $71.4 billion, less than half of the
2022 peak of $156.9 billion. Similarly, climate tech funding
in PE fell to $32 billion, slightly more than half of its 2022
record high of $59 billion (see Exhibit 2).  Growth during this
period focused primarily on the early-stage, venture capital
stack.  

Exhibit 2: Climate Tech PE/VC Funding as a Percentage
of Broader PE/VC Funding Remains Stable

Source: BloombergNEF, Morgan Stanley Wealth Management Global
Investment Office as of Jan. 30, 2025
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In addition to market headwinds, the slowdown in venture
activity may also reflect a maturing climate tech ecosystem.
As early-stage climate opportunities mature, the sector may
enter a consolidation phase in which growth equity and PE
could play larger roles. Given the current environment,
limited partners (LPs) may become more selective—holding
fund managers to a higher standard with a focus on the track
records of the general partners (GPs) and historical returns.

Unlike the “Cleantech 1.0” investment era of the early 2000s,
current PE/VC climate tech investment landscape continues
to be focused on sectors beyond just energy. As they seek to
decarbonize the economy, startups are targeting a broad
range of industries, including transportation, building, food
systems and industrial processes. With greater diversification
and regard for development stage, capital intensity and
climate solution investment readiness, startup companies,
GPs and PE/VC investors can take a more sophisticated
approach to climate action investing.

Not only has the low-carbon technology PE/VC investment
universe expanded since Cleantech 1.0, but the number of
market entrants has increased significantly as the climate
fund environment has remained robust through 2024, with
new vehicles continuing to enter the market across strategies
and asset sizes. According to Sightline Climate, a climate tech
investment data aggregator, from 2021 to 2024 midsize funds
have emerged as a dominant category with the majority
raising at least $126 million (see Exhibit 3).  Conversely,
there has been a declining number of funds of less than $50
million.

Exhibit 3: Midsize Funds on the Rise, While <$50M
Funds Are in Decline

Source: Sightline, Morgan Stanley Wealth Management Investing with Impact
as of Jan. 30, 2025

This likely undercounts the total number of new entrants, as
it only includes funds whose primary investment strategy is
related to climate tech, while excluding those with a
generalist strategy featuring climate tech as a portion of their
overall fund allocation. Given the uptick in new entrants, it is
increasingly important for investors to have a clear
understanding of manager investment and sector experience.
A fund should also have a well-defined strategy and detail
how the manager will measure success from both a financial
and climate impact perspective.

PE/VC climate action strategies range across sizes and
themes. Below are several strategy types and examples of
potential underlying investments aiming to support the
transition to the low-carbon economy, while seeking market-
rate returns:

PE fund investing a portion of their portfolio in businesses
that contribute to environmental and conservation goals,
such as a company that sells carbon credits that enable
monetization of carbon-absorbing projects or a company
that sells electric bikes at scale. The remainder of the
portfolio is invested in other impact themes, such as
education, health care and access to financial services. This
is consistent with a broader trend whereby large PE impact
funds are investing across various impact themes but still
dedicating a sizable portion of their portfolio to climate
action.
Growth equity PE fund investing in companies directly
contributing to avoidance of CO  emissions or their
removal from the atmosphere in order to help achieve net
zero by 2050. Investable companies may include a
biofertilizer producer or one that is building out a network
of EV charging stations.
VC and growth equity fund investing largely in data and
software companies helping to enable a decarbonized
economy. Investments may include agriculture data
companies that help farmers make more sustainable
choices or software platforms that capture supply chain
data of consumer goods companies, which in turn facilitate
better estimation of scope 3 emissions.
VC fund investing in early-stage climate tech businesses,
which might include a plant-based meat alternative
company or a robotics company that improves the
recycling process by reducing waste and increasing the
amount of product recycled.
VC fund investing in climate-oriented, deep-tech companies
developing solutions aimed at meaningfully reducing GHG
emissions. This may include companies engaged in more
efficient lithium mining or the development of less carbon-
intensive cement-making processes.
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Real Assets
Infrastructure 

Infrastructure has historically played a central role in
advancing climate action objectives in the private markets.
This category includes a broad range of renewable-energy and
energy-efficiency projects—spanning solar, wind, biomass,
tidal and geothermal, battery storage, EV charging and CCUS
—alongside infrastructure improvements across
transportation, buildings and industry. Climate action
infrastructure fundraising and deployment activity have
slowed more than the broader market following the 2021–
2023 peaks (see Exhibit 4). They have been concentrated in
strategies reliant on public-private partnerships or policy-
linked returns. In the current environment, investors are
recalibrating around a narrower set of themes tied to AI,
national security, rare earths and critical supply chains. 

Exhibit 4: Momentum Into Low-Carbon Infrastructure
Fundraising Is Cooling

Source: PitchBook, Morgan Stanley Global Investment Office, Morgan Stanley
Wealth Management Investing with Impact as of April 2025

In the US, headwinds to renewable infrastructure investments
include new tariffs on imports from countries such as China—
the supplier for a significant share of global solar and battery
components. In addition, tighter permitting conditions have
created a less-than-friendly environment for some segments,
particularly those that depend on tax credits, subsidies or
long planning timelines for completion.

However, opportunities remain in other segments such as
nuclear energy. According to the World Nuclear Association,
nuclear energy powers 9% of the world’s electricity and is the
second largest source of low-carbon power.  There are
approximately 440 nuclear reactors, and that number is
anticipated to increase. Many countries have taken steps to
extend operations at existing nuclear power plants as well as
build new facilities. President Trump signed executive orders
in May 2025 to accelerate the deployment of new nuclear
reactors and the expansion of nuclear power in the US from
around 100 GW currently to 400 GW by 2050.

As such, we foresee climate-infrastructure investing shifting
as GPs concentrate capital into platforms focused on
commercially viable, yet politically aligned solutions. Leading
areas of investor focus include the following:

Advanced nuclear deployments including small modular
reactors (SMRs) that are viewed as potential reliable
power sources aligned with energy security priorities.
Next-generation geothermal infrastructure that uniquely
benefits from bipartisan support and advances in deep
drilling technologies.
CCUS retrofits, especially those tied to industrial assets or
fossil-based energy transition pathways.
Resilient and distributed energy systems—such as
microgrids, linear generator, and long-duration storage for
critical sites like hospitals, military bases and data centers
—which are being shaped by AI, including AI-powered grid
optimization, predictive maintenance for microgrids and
real-time energy demand forecasting.
Adaptation infrastructure including nature-based
engineering and bioscience-driven solutions for agriculture,
water and ecological resilience.

To invest effectively in this evolving landscape, it is helpful to
understand the two distinct asset types: greenfield and
brownfield.

Greenfield, which comes from a British term for
undeveloped land,  refers to projects that are still in the
development stage or in the process of being constructed.
Greenfield investments are made prior to assets reaching
the commercial operations stage and have a higher overall
risk profile given development and construction risk. In the
development stage, land required for a project needs to be
secured, project funding needs to be obtained, and
construction permits and contracts need to be finalized. In
the construction stage, cost overruns, project delays and
environmental issues may prevent projects from being
completed on time or at all. One benefit of greenfield
investments is that they offer climate investors the ability
to add specific requirements to a project or company, such
as decarbonization or those tied to other climate-related
goals.
Brownfield refers to assets that have moved past the
development and construction phases and become
operational. Brownfield investments occur once an asset
has reached the commercial operations stage and is
generating cash flow; as such, they are less risky given that
the hurdles associated with development and construction
have been eliminated. There is, however, less scope to
influence the project.

CLIMATE ACTION IMPLEMENTATION GUIDE
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The mix of greenfield versus brownfield opportunities varies
across sectors. For example, nuclear and geothermal projects
are often greenfield projects, as they require long lead times
and permitting. Meanwhile, CCUS, retrofits and microgrid
deployments are typically brownfield projects, as they seek to
enhance existing infrastructure.

Across both categories, potential for infrastructure
investment may be found across the capital structure, and
appetite will vary depending on risk tolerance. Infrastructure
investments generally have lower return profiles than what is
typically expected from PE and VC investments, in keeping
with their higher costs of capital, longer durations and more
stable and predictable cash flows.

Real Estate

Private real estate plays a pivotal role in meeting climate
action objectives, with buildings accounting for nearly 40% of
global greenhouse gas emissions.  Investors seeking
exposure to climate action through their private market real
estate investments can allocate to managers who invest in
projects that use sustainable building materials and focus on
improving energy and water efficiency. This may include
installing solar panels, using low-carbon cement for new
developments, or retrofitting older buildings with energy-
efficient LED lighting, insulation and high-efficiency HVAC
systems.

Private market real estate investments that prioritize climate
action outcomes can have financial and sustainability benefits
beyond helping in the transition to a lower-carbon economy.
Energy efficiency improvements, for instance, can reduce
utility bills for residents and cut operating costs for landlords
and property managers.  Improvements to building
infrastructure can also make properties more resilient to
extreme weather events, which are increasing in frequency
and severity due to the changing climate. This can mitigate
physical climate risks and help avoid costly damages. Further,
evidence suggests that properties meeting requirements for
certifications—for instance, the LEED certification issued by
the US Green Building Council and the Energy Star
certification issued by the Department of Energy and the
Environmental Protection Agency—often have higher market
values than peer properties.  A recent study from JLL
indicated that retrofitting green buildings to meet green
certification requirements yielded an 11.6% increase in market
value in the US and a 7.1% increase in market value globally
compared with non-green buildings.

Among subsets of private market real estate investing,
affordable housing opportunities tend to be heavily focused
on building sustainability. Fund managers working to preserve
existing affordable housing units or to develop new
affordable housing stock will typically also direct part of their
strategy to improving building sustainability and efficiency.

Reasons for such positioning include many of the
aforementioned, such as lower cost and climate resiliency, as
well as support for the broader impact mission of improving
quality of life for residents.

Private Credit
Low-carbon debt has grown in recent years, driven by
expanding issuance of green, sustainability-linked and energy
transition bonds. In 2024, energy transition debt issuance
reached $1 trillion, driven by growth in corporate debt,
particularly in China, France, Canada and the US.  As it has
evolved, more private credit managers have contributed to
decarbonization through their lending activities. This might
take the form of a private credit manager providing secured
credit facilities to solar and storage projects or financing large
wind farms.

Given that private credit lenders often lack board seats, they
must use the levers at their disposal, which tend to be
through the loan agreements. Sustainability-linked loans
(SLLs), which aim to facilitate and support environmentally
and socially sustainable economic activity and growth, have
particularly grown in popularity among private credit
managers. The creation of a market for SLLs has led to the
development of ESG ratchets, which provide a reduction or
increase in the interest rate depending on the borrower's
performance against pre-agreed ESG-related criteria and
targets.  These tools help align borrowers' incentives with
long-term decarbonization outcomes. Although there are few
dedicated SLL funds, investors may still obtain exposure to
these instruments via funds that feature it as a component of
their overall strategy, which may include private credit and
infrastructure funds.

The Importance of Manager
Selection
After investors have considered the various climate action
subthemes and private market asset classes in the context of
their unique financial and impact objectives, the next step is
manager selection. As with all private market investments,
but particularly in the current rapidly evolving climate private
markets landscape, manager selection is critical. Historical
performance of top- and bottom-quartile managers has varied
dramatically, as illustrated in Exhibit 5, reflecting the
importance of strong manager due diligence and selection.
With so many new entrants to the climate action investment
universe, manager selection has become even more critical; it
is based on numerous factors, including team experience and
expertise, as well as past performance, when applicable.
Choosing a top-tier manager may help generate more
consistent results in the future.
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Exhibit 5: Private Market Median Net Internal Rates of
Return (IRR) and Quartile Boundaries by Vintage Year

Note: For vintage years 2008-2020. Private equity returns exhibited are net of
fees to limited partners. Private equity index data sourced from Cambridge
Associates. Past performance does not guarantee future results.

Source: Morgan Stanley Wealth Management Global Investment Manager
Analysis (GIMA), Cambridge Associates as of March 31, 2025

Monitoring of a Climate Private
Market Strategy
As with other investments, monitoring and reporting progress
is an important component of investing in climate action
opportunities through private markets. Data availability in
private markets has continued to evolve: The growth in
impact data providers has increased the amount of reported
impact criteria for investors and asset managers to consider
alongside financial metrics. This has enabled them to better
measure impact and more effectively compare investments
based on specific climate action metrics, such as energy
efficiency, carbon footprint and renewable energy use.

Whether investing in new battery technologies or the wide
range of sectors with significant emission-reduction potential
—such as plant-based meat substitutes, CCUS, low-carbon
cement, electric grid management and zero-emission
transportation—investors now have better metrics and tools
to measure outcomes, benchmark their impact goals and
inform their investment decisions.

Morgan Stanley Impact Quotient  (Morgan Stanley IQ ) is our
award-winning  and patented  impact reporting application
—it captures a client’s unique impact preferences and delivers
multidimensional reporting on their investment portfolio’s
alignment with these preferences. With this application,
climate-minded investors can work with their Financial
Advisors, Private Wealth Advisors and Institutional
Consultants to identify the portion of their portfolio that is
invested in impact and climate-specific private market
opportunities. Morgan Stanley IQ  can also be used to adjust
portfolio holdings to improve alignment over time.

Conclusion
Given the magnitude of change required to transition to
lower-carbon sources in coming decades, investors should
have ample opportunity to capitalize. Private market
investments—across asset classes and climate action themes
—will be important to enable a successful transition. Morgan
Stanley is well positioned to help private market investors
develop a climate action investment strategy that seeks to
meet their long-term financial goals while simultaneously
helping to reduce emissions and aid in the low-carbon
transition with their capital allocation decisions. 
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Disclosure Section

Index Definitions

For index, indicator and survey definitions referenced in this report please visit the following: https://www.morganstanley.com/wealth-
investmentsolutions/wmir-definitions 

Risk Considerations

Equity securities may fluctuate in response to news on companies, industries, market conditions and general economic environment.

Asset allocation and diversification do not assure a profit or protect against loss in declining financial markets.

International investing entails greater risk, as well as greater potential rewards compared to U.S. investing. These risks include political and
economic uncertainties of foreign countries as well as the risk of currency fluctuations. These risks are magnified in countries with emerging
markets and frontier markets, since these countries may have relatively unstable governments and less established markets and economies.

Investing in commodities entails significant risks. Commodity prices may be affected by a variety of factors at any time, including but not limited
to, (i) changes in supply and demand relationships, (ii) governmental programs and policies, (iii) national and international political and economic
events, war and terrorist events, (iv) changes in interest and exchange rates, (v) trading activities in commodities and related contracts, (vi)
pestilence, technological change and weather, and (vii) the price volatility of a commodity. In addition, the commodities markets are subject to
temporary distortions or other disruptions due to various factors, including lack of liquidity, participation of speculators and government
intervention.

Growth investing does not guarantee a profit or eliminate risk. The stocks of these companies can have relatively high valuations. Because of
these high valuations, an investment in a growth stock can be more risky than an investment in a company with more modest growth
expectations. 

Value investing does not guarantee a profit or eliminate risk. Not all companies whose stocks are considered to be value stocks are able to turn
their business around or successfully employ corrective strategies which would result in stock prices that do not rise as initially expected. 

Because of their narrow focus, sector investments tend to be more volatile than investments that diversify across many sectors and
companies. Technology stocks may be especially volatile. Risks applicable to companies in the energy and natural resources sectors include
commodity pricing risk, supply and demand risk, depletion risk and exploration risk. Health care sector stocks are subject to government
regulation, as well as government approval of products and services, which can significantly impact price and availability, and which can also be
significantly affected by rapid obsolescence and patent expirations.

Artificial intelligence (AI) is subject to limitations, and you should be aware that any output from an AI-supported tool or service made available
by the Firm for your use is subject to such limitations, including but not limited to inaccuracy, incompleteness, or embedded bias. You should
always verify the results of any AI-generated output.

REITs investing risks are similar to those associated with direct investments in real estate: property value fluctuations, lack of liquidity, limited
diversification and sensitivity to economic factors such as interest rate changes and market recessions.

Yields are subject to change with economic conditions. Yield is only one factor that should be considered when making an investment decision. 

Certain portfolios may include investment holdings that takes into account one or more Environmental, Social and Governance (“ESG”) factors
(referred to as “ESG investments”). For reference, environmental ("E") factors can include, but are not limited to, climate change, water, waste,
and biodiversity. Social ("S") factors can include, but not are not limited to, employees, diversity & inclusion, cyber security, data privacy, health &
wellness, supply chains, product safety & security, community engagement, and human rights. Governance ("G") factors can include, but are not
limited to, board structure & oversight, leadership composition, pay and incentive structures, corruption & bribery, ethics & business conduct,
shareholder rights, accounting & audit practices, tax evasion, and risk management. You should carefully review an investment product's
prospectus or other offering documents, disclosures and/or marketing material to learn more about how it incorporates ESG factors into its
investment strategy. 

ESG investments may also be referred to as sustainable investments, impact aware investments, socially responsible investments or diversity,
equity, and inclusion (“DEI”) investments. It is important to understand that ESG definitions and criteria used within the industry can vary, and
ESG ratings of the same subject companies and/or securities can vary among different ESG ratings providers for various reasons including
differences in definitions, methodologies, processes, data sources and subjectivity among ESG rating providers when determining a rating.
Certain issuers of investments including, but not limited to, separately managed accounts (“SMAs”), mutual funds and exchange traded funds
(“ETFs”) may have differing and inconsistent views concerning ESG criteria where the ESG claims made in offering documents or other literature
may overstate ESG impact. Further, socially responsible norms vary by region, and an issuer’s ESG practices or Morgan Stanley’s assessment of
an issuer’s ESG practices can change over time. 

Portfolios that include investment holdings deemed ESG investments or that employ ESG screening criteria as part of an overall strategy may
experience performance that is lower or higher than a portfolio not employing such practices.  Portfolios with ESG restrictions and strategies as
well as ESG investments may not be able to take advantage of the same opportunities or market trends as portfolios where ESG criteria is not
applied. There is no assurance that an ESG investing strategy or techniques employed will be successful. Past performance is not a guarantee
or a dependable measure of future results. For risks related to a specific fund, please refer to the fund's prospectus or summary prospectus.

Investment managers can have different approaches to ESG and can offer strategies that differ from the strategies offered by other investment
managers with respect to the same theme or topic. Additionally, when evaluating investments, an investment manager is dependent upon
information and data that may be incomplete, inaccurate or unavailable, which could cause the manager to incorrectly assess an investment’s
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ESG characteristics or performance. Such data or information may be obtained through voluntary or third-party reporting. Morgan Stanley does
not verify that such information and data is accurate and makes no representation or warranty as to its accuracy, timeliness, or completeness
when evaluating an issuer. 

Morgan Stanley’s assessment of an issuer’s ESG practices or an ESG portfolio is as of the date of this material. No assurance is provided that
the underlying assets have maintained or will maintain any applicable ESG designations or any stated ESG compliance, or that the underlying
assets have been operated or will be operated in an ESG-compliant manner. The ESG impacts of the securities and any underlying assets may
vary over time.

This can cause Morgan Stanley to incorrectly assess an issuer’s business practices with respect to its ESG practices. As a result, it is difficult to
compare ESG investment products.

Morgan Stanley makes no representation as to the compliance or otherwise of any fund or portfolio with any laws or regulatory guidelines,
recommendations, requirements or similar relating to the ESG characterization of any fund or portfolio, or in connection with or to meet any of
your investing ESG objectives, metrics or criteria. 

The appropriateness of a particular ESG investment or strategy will depend on an investor’s individual circumstances and objectives. Principal
value and return of an investment will fluctuate with changes in market conditions.

Alternative investments may be either traditional alternative investment vehicles, such as hedge funds, fund of hedge funds, private equity,
private real estate and managed futures or, non-traditional products such as mutual funds and exchange-traded funds that also seek alternative-
like exposure but have significant differences from traditional alternative investments. The risks of traditional alternative investments may
include: can be highly illiquid, speculative and not appropriate for all investors, loss of all or a substantial portion of the investment due to
leveraging, short-selling, or other speculative practices, volatility of returns, restrictions on transferring interests in a fund, potential lack of
diversification and resulting higher risk due to concentration of trading authority when a single advisor is utilized, absence of information
regarding valuations and pricing, complex tax structures and delays in tax reporting, less regulation and higher fees than open-end mutual
funds, and risks associated with the operations, personnel and processes of the manager. Non-traditional alternative strategy products may
employ various investment strategies and techniques for both hedging and more speculative purposes such as short-selling, leverage,
derivatives and options, which can increase volatility and the risk of investment loss. These investments are subject to the risks normally
associated with debt instruments and also carry substantial additional risks. Investors could lose all or a substantial amount of their investment.
These investments typically have higher fees or expenses than traditional investments.

The indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only and do not represent
the performance of any specific investment. The indices are not subject to expenses or fees and are often comprised of securities and other
investment instruments the liquidity of which is not restricted. A particular investment product may consist of securities significantly different
than those in any index referred to herein. Comparing an investment to a particular index may be of limited use.

The indices selected by Morgan Stanley Wealth Management to measure performance are representative of broad asset classes. Morgan
Stanley retains the right to change representative indices at any time.

Performance of indices may be more or less volatile than any investment product. The risk of loss in value of a specific investment (such as
with an investment manager or in a fund) is not the same as the risk of loss in a broad market index. Therefore, the historical returns of an
index will not be the same as the historical returns of a particular investment product.

Morgan Stanley Impact Quotient® is intended to help your Morgan Stanley Financial Advisor identify and record the impact priorities that
matter most to you; however, not all selections are currently available for reporting in Morgan Stanley Impact Quotient®. We have prepared
this solely for informational purposes. You should not definitively rely upon it or use it to form the definitive basis for any decision, contract,
commitment or action whatsoever, with respect to any proposed transaction or otherwise. This material does not provide individually tailored
investment advice. It has been prepared without regard to the individual financial circumstances and objectives of persons who receive it. The
strategies and/or investments discussed in this material may not be appropriate for all investors.

Morgan Stanley Wealth Management recommends that investors independently evaluate particular investments and strategies, and encourages
investors to seek the advice of a Financial Advisor. The appropriateness of a particular investment or strategy will depend on an investor’s
individual circumstances and objectives. This material is not an offer to buy or sell any security or to participate in any trading strategy. The
mention of any specific security or company herein is for illustrative purposed only and does not constitute a recommendation. Asset allocation
does not guarantee a profit or protect against a loss. Morgan Stanley Impact Quotient reports are is based on information from multiple
sources and Morgan Stanley makes no representation as to the accuracy or completeness of information from sources outside of Morgan
Stanley. Information contained therein has been obtained from MSCI ESG Research, Equileap, ISS-ESG, Fossil Free Indexes, the United Nations
and Morgan Stanley.

All expressions of opinion are subject to change without notice and are not intended to be a forecast of future events or results. Further,
opinions expressed herein may differ from the opinions expressed by Morgan Stanley Wealth Management and/or other businesses/affiliates of
Morgan Stanley Wealth Management.

This is not a “research report” as defined by FINRA Rule 2241 or a “debt research report” as defined by FINRA Rule 2242 and was not prepared
by the Research Departments of Morgan Stanley Smith Barney LLC or Morgan Stanley & Co. LLC or its affiliates.

Certain information contained herein may constitute forward-looking statements. Due to various risks and uncertainties, actual events, results
or the performance of a fund may differ materially from those reflected or contemplated in such forward-looking statements. Clients should
carefully consider the investment objectives, risks, charges, and expenses of a fund before investing.

Past performance is no guarantee of future results. Actual results may vary. Diversification does not assure a profit or protect against loss in a
declining market.
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Alternative investments involve complex tax structures, tax inefficient investing, and delays in distributing important tax information. Individual
funds have specific risks related to their investment programs that will vary from fund to fund. Clients should consult their own tax and legal
advisors as Morgan Stanley Wealth Management does not provide tax or legal advice.

Interests in alternative investment products are only made available pursuant to the terms of the applicable offering memorandum, are
distributed by Morgan Stanley Wealth Management and certain of its affiliates, and (1) are not FDIC-insured, (2) are not deposits or other
obligations of Morgan Stanley Wealth Management or any of its affiliates, (3) are not guaranteed by Morgan Stanley Wealth Management and
its affiliates, and (4) involve investment risks, including possible loss of principal. Morgan Stanley Wealth Management is a registered broker-
dealer, not a bank.

It is important to note that only eligible investors can invest into alternative investment funds and that in order for an FA/PWA to engage a
prospective investor in general discussions about Alternative Investments and specifically with regards to Private Funds, the prospective
investor will need to be pre-qualified through the Reg D system. 

Hyperlinks

This material may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the material refers to website
material of Morgan Stanley Wealth Management, the firm has not reviewed the linked site. Equally, except to the extent to which the material
refers to website material of Morgan Stanley Wealth Management, the firm takes no responsibility for, and makes no representations or
warranties whatsoever as to, the data and information contained therein. Such address or hyperlink (including addresses or hyperlinks to
website material of Morgan Stanley Wealth Management) is provided solely for your convenience and information and the content of the
linked site does not in anyway form part of this document. Accessing such website or following such link through the material or the website of
the firm shall be at your own risk and we shall have no liability arising out of, or in connection with, any such referenced website.

By providing links to third party websites or online publication(s) or article(s), Morgan Stanley Smith Barney LLC (“Morgan Stanley”) is not
implying an affiliation, sponsorship, endorsement, approval, investigation, verification with the third parties or that any monitoring is being done
by Morgan Stanley of any information contained within the articles or websites. Morgan Stanley is not responsible for the information
contained on the third-party websites or your use of or inability to use such site. Nor do we guarantee their accuracy and completeness. The
terms, conditions, and privacy policy of any third-party website may be different from those applicable to your use of any Morgan Stanley
website. The information and data provided by the third-party websites or publications are as of the date when they were written and subject
to change without notice.

Disclosures

Morgan Stanley Wealth Management is the trade name of Morgan Stanley Smith Barney LLC, a registered broker-dealer in the United States.
This material has been prepared for informational purposes only and is not an offer to buy or sell or a solicitation of any offer to buy or sell any
security or other financial instrument or to participate in any trading strategy. Past performance is not necessarily a guide to future
performance.

The author(s) (if any authors are noted) principally responsible for the preparation of this material receive compensation based upon various
factors, including quality and accuracy of their work, firm revenues (including trading and capital markets revenues), client feedback and
competitive factors. Morgan Stanley Wealth Management is involved in many businesses that may relate to companies, securities or
instruments mentioned in this material.

This material has been prepared for informational purposes only and is not an offer to buy or sell or a solicitation of any offer to buy or sell any
security/instrument, or to participate in any trading strategy. Any such offer would be made only after a prospective investor had completed its
own independent investigation of the securities, instruments or transactions, and received all information it required to make its own
investment decision, including, where applicable, a review of any offering circular or memorandum describing such security or instrument. That
information would contain material information not contained herein and to which prospective participants are referred. This material is based
on public information as of the specified date, and may be stale thereafter. We have no obligation to tell you when information herein may
change. We make no representation or warranty with respect to the accuracy or completeness of this material. Morgan Stanley Wealth
Management has no obligation to provide updated information on the securities/instruments mentioned herein.

The securities/instruments discussed in this material may not be appropriate for all investors. The appropriateness of a particular investment or
strategy will depend on an investor’s individual circumstances and objectives. Morgan Stanley Wealth Management recommends that investors
independently evaluate specific investments and strategies, and encourages investors to seek the advice of a financial advisor. The value of and
income from investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates,
securities/instruments prices, market indexes, operational or financial conditions of companies and other issuers or other factors. Estimates of
future performance are based on assumptions that may not be realized. Actual events may differ from those assumed and changes to any
assumptions may have a material impact on any projections or estimates. Other events not taken into account may occur and may significantly
affect the projections or estimates. Certain assumptions may have been made for modeling purposes only to simplify the presentation and/or
calculation of any projections or estimates, and Morgan Stanley Wealth Management does not represent that any such assumptions will reflect
actual future events. Accordingly, there can be no assurance that estimated returns or projections will be realized or that actual returns or
performance results will not materially differ from those estimated herein.

This material should not be viewed as advice or recommendations with respect to asset allocation or any particular investment. This
information is not intended to, and should not, form a primary basis for any investment decisions that you may make. Morgan Stanley Wealth
Management is not acting as a fiduciary under either the Employee Retirement Income Security Act of 1974, as amended or under section 4975
of the Internal Revenue Code of 1986 as amended in providing this material except as otherwise provided in writing by Morgan Stanley and/or
as described at www.morganstanley.com/disclosures/dol.

Morgan Stanley Smith Barney LLC, its affiliates and Morgan Stanley Financial Advisors do not provide legal or tax advice. Each client should
always consult his/her personal tax and/or legal advisor for information concerning his/her individual situation and to learn about any potential
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tax or other implications that may result from acting on a particular recommendation.

This material may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the material refers to website
material of Morgan Stanley Wealth Management, the firm has not reviewed the linked site. Equally, except to the extent to which the material
refers to website material of Morgan Stanley Wealth Management, the firm takes no responsibility for, and makes no representations or
warranties whatsoever as to, the data and information contained therein. Such address or hyperlink (including addresses or hyperlinks to
website material of Morgan Stanley Wealth Management) is provided solely for your convenience and information and the content of the
linked site does not in any way form part of this document. Accessing such website or following such link through the material or the website
of the firm shall be at your own risk and we shall have no liability arising out of, or in connection with, any such referenced website. 

By providing links to third-party websites or online publication(s) or article(s), Morgan Stanley Smith Barney LLC (“Morgan Stanley”) is not
implying an affiliation, sponsorship, endorsement, approval, investigation, verification with the third parties or that any monitoring is being done
by Morgan Stanley of any information contained within the articles or websites. Morgan Stanley is not responsible for the information
contained on the third-party websites or your use of or inability to use such site. Nor do we guarantee their accuracy and completeness. The
terms, conditions, and privacy policy of any third-party website may be different from those applicable to your use of any Morgan Stanley
website. The information and data provided by the third-party websites or publications are as of the date when they were written and subject
to change without notice.

This material is disseminated in Australia to “retail clients” within the meaning of the Australian Corporations Act by Morgan Stanley Wealth
Management Australia Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial services license No. 240813).

Morgan Stanley Wealth Management is not incorporated under the People's Republic of China ("PRC") law and the material in relation to this
report is conducted outside the PRC. This report will be distributed only upon request of a specific recipient. This report does not constitute an
offer to sell or the solicitation of an offer to buy any securities in the PRC. PRC investors must have the relevant qualifications to invest in such
securities and must be responsible for obtaining all relevant approvals, licenses, verifications and or registrations from PRC's relevant
governmental authorities.

Morgan Stanley Wealth Management is not acting as a municipal advisor to any municipal entity or obligated person within the meaning of
Section 15B of the Securities Exchange Act (the “Municipal Advisor Rule”) and the opinions or views contained herein are not intended to be,
and do not constitute, advice within the meaning of the Municipal Advisor Rule.

This material is disseminated in the United States of America by Morgan Stanley Smith Barney LLC.

Third-party data providers make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data
they provide and shall not have liability for any damages of any kind relating to such data.

This material, or any portion thereof, may not be reprinted, sold or redistributed without the written consent of Morgan Stanley Smith Barney
LLC.

© 2025 Morgan Stanley Smith Barney LLC. Member SIPC.
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