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Governance and Management

Stewardship Grade: C

Portfolio Manager(s)

Narayan Ramachandran became comanager in 2001 and took
over lead-management responsibilities in February 2002 after
Robert Meyer left Morgan Stanley. Ramachandran has been part
of a team that has been working together on the fund since 1999.
He and comanager Ruchir Sharma now lead a 16-person team
with considerable experience in emerging-markets investing. Asia
expert Ashutosh Sinha is also a key contributor.

Strategy

The managers of this fund have a growth bias, and they're willing
to brave high price tags on the stocks they buy. They use a blend
of top-down and bottom-up analysis that often leaves the fund
with substantial stock and country bets. As a result, the fund
typically looks quite a bit different from its average peer and from
the MSCI Emerging Markets Index. The team will occasionally
hedge foreign currency exposure. (It currently has a modest
hedge on its exposure to the South African rand.)

Performance 04-30-06

1stQtr  2nd Qtr 3rd Qtr 4th Qtr Total

2002 13.32 -7.92 -17.02 8.39 -6.15
2003 -7.30  22.77 1456  18.83 54.93
2004 11.08 -11.95 791  17.58 24.09
2005 157 4.02 18.57 7.39 34.54
2006 14.27 — — — —
Trailing Total +/-MSCI  +/- MSCI %Rank ~ Growth of
Return% EAFE EmrMkt Cat  $10,000

3 Mo 8.64 0.65 1.26 28 10,864
6 Mo 39.39 16.50 3.08 30 13,939
1Yr 66.26  32.77 8.06 24 16,626
3YrAvg 46.72 17.62 4.92 25 31,584
5YrAvg 24.03 14.84 3.22 38 29,352
10YrAvg 9.76 3.08 4.46 31 25377
15YrAyg — — — — —
Tax Analysis Tax-AdjRtn%  %Rank Cat Tax-CostRat %Rank Cat
3 Yr (estimated) 46.15 16 0.39 31
5 Yr (estimated) 23.73 29 0.24 25
10 Yr (estimated)  9.07 28 0.63 71

Potential Capital Gain Exposure: 41% of assets
Morningstar's Take by Dan Lefkovitz 12-21-05

Morgan Stanley Institutional Emerging Markets is a
solid, if unspectacular option; but now may not be
its time.

This fund has a lot of positives. Managers
Narayan Ramachandran and Ruchir Sharma have
overseen the portfolio for several years now. Their
team of regional analysts is both large (16 at last
count) and experienced.

We also like their approach. Unlike some
managers, who purport to use only bottom-up stock
research to assemble their portfolios, this team
employs a fair amount of macroeconomic and
political analysis. That approach can often make the
portfolio look quite different from the benchmark
MSCI Emerging Markets Index, so the managers
truly do chart their own path here. For instance, the
team is overweighting South Africa because they
believe the country's black empowerment program
will stimulate the domestic economy.

Given the solid team and intriguing approach
behind this fund, we're disappointed that
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21272 | 1249 | -1.37 | -25.37 | 100.94 | -38.17 | -4.42| -6.15| 5493 | 24.09 | 34.54 | 22.48 Total Return %
-23.93 6.44 | -315| -4530| 7391 | -23.98 | 17.00 9.79 | 16.34 3.84 | 21.00 7.86 -+/-MSCI EAFE
.58l | 856 1208 230| 3685| -627| 026) 182] 334| 164) 423 336  +/-MSCIEmiMkt
0.39 0.63 0.96 0.94 0.00 0.00 0.00 0.05 1.83 0.94 1.82 0.00 Income Return %
-1311) 1186 -2.33 | -2631 |100.94 | -38.17 | -442| -620)| 53.10| 2315| 3272 | 2248  CapitalRetum%
100 45 43 40 5 93 62 53 45 49 34| 24 Total Rtn % Rank Cat
1.72 1.74 1.75 1.81 1.57 1.61 1.58 1.58 1.64 1.52 141 — Expense Ratio %
0.60 0.69 0.40 1.04 | -0.26 | -0.63 0.35 0.35 115 1.09 117 — Income Ratio %
,,,,,, S4) 55, 9 98] 183 92| 93] 91| 92 73, 59 —  TumoverRate%
877 1 1,313 | 1,498 7711 1,537 922 7851 1,020 1 1,018 | 1,251 1 1,768 | 2,164 Net Assets $mil
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