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As a shareholder of the Discovery Portfolio (the “Fund”), you incur two types of costs: (1) insurance company charges; and
(2) ongoing costs, which may include advisory fees, administration fees, distribution (12b-1) fees and other Fund expenses. This
example is intended to help you understand your ongoing costs (in dollars) of investing in the Fund and to compare these costs
with the ongoing costs of investing in other mutual funds.
This example is based on an investment of $1,000 invested at the beginning of the six-month period ended December 31, 2021
and held for the entire six-month period.
Actual Expenses

The table below provides information about actual account values and actual expenses. You may use the information in this
table, together with the amount you invested, to estimate the expenses that you paid over the period. Simply divide your account
value by $1,000 (for example, an $8,600 account value divided by $1,000 = 8.6), then multiply the result by the number in the
table under the heading entitled “Actual Expenses Paid During Period” to estimate the expenses you paid on your account
during this period.
Hypothetical Example for Comparison Purposes

The table below provides information about hypothetical account values and hypothetical expenses based on the Fund’s actual
expense ratio and an assumed rate of return of 5% per year before expenses, which is not the Fund’s actual return. The
hypothetical account values and expenses may not be used to estimate the actual ending account balance or expenses you paid
for the period. You may use this information to compare the ongoing costs of investing in the Fund and other funds. To do so,
compare this 5% hypothetical example with the 5% hypothetical examples that appear in the shareholder reports of the other
funds.
Please note that the expenses shown in the table are meant to highlight your ongoing costs only and do not reflect any insurance
company charges. Therefore, the table below is useful in comparing ongoing costs, but will not help you determine the relative
total cost of owning different funds. In addition, if these insurance company charges were included, your costs would have been
higher.
                                                            Beginning      Actual Ending        Hypothetical                   Actual         Hypothetical     Net Expense
                                                     Account Value     Account Value                Ending     Expenses Paid      Expenses Paid     Ratio During
                                                               7/1/21           12/31/21     Account Value     During Period*     During Period*          Period**

Discovery Portfolio Class I                           $1,000.00               $822.20             $1,020.42                     $4.36                     $4.84                0.95%
Discovery Portfolio Class II                            1,000.00                  821.30               1,019.91                       4.82                       5.35                1.05

* Expenses are calculated using each Fund Class’ annualized net expense ratio (as disclosed), multiplied by the average account value over the period and
multiplied by 184/365 (to reflect the most recent one-half year period).

**Annualized.
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The Fund seeks long term capital growth by investing
primarily in common stocks and other equity securities.

On April 5, 2021 the Fund suspended offering Class I and
Class II shares to new investors.

Performance

For the fiscal year ended December 31, 2021, the Fund’s
Class I shares had a total return based on net asset value and
reinvestment of distributions per share of –11.06%, net of
fees, and –11.19%, net of fees, for Class II shares. The Fund’s
Class I and Class II shares underperformed the Fund’s
benchmark, the Russell Midcap® Growth Index (the “Index”),
which returned 12.73%.

Factors Affecting Performance

• U.S. equity markets saw increased short-term volatility in
2021 but ultimately overcame concerns about new
COVID-19 variants, inflation, and fiscal and monetary
policy uncertainties to end the year higher. The economic
recovery progressed due to easing restrictions and
increasing vaccinations, along with support from the
federal government’s pandemic relief and accommodative
monetary policy. Inflation persisted longer than expected,
in part due to pandemic-related supply-side disruptions
and labor shortages, leading the U.S. Federal Reserve and
other central banks around the world to begin
withdrawing monetary stimulus measures. The clarity on
monetary policy and early evidence that the highly
contagious omicron variant could be less deadly led
markets to rally at year-end.

• Mid-cap growth equities, as measured by the Index,
advanced over the period. Eight of the Index’s 11 sectors
posted double-digit gains, led by energy, real estate and
industrials. Communication services and consumer staples
were the only sectors with negative performance in the
Index and the greatest relative laggards in the Index in the
period.

• Counterpoint Global seeks high quality companies, which
we define primarily as those with sustainable competitive
advantages. We manage concentrated portfolios that are
highly differentiated from the benchmark, with securities
weighted on our assessment of the quality of the company
and our conviction. The value added or detracted in any
period of time will result from stock selection, given our
philosophy and process. For the year, the Fund
underperformed the Index.

• The long-term investment horizon and conviction-weighted
investment approach embraced by the team since 1998 can
result in periods of performance deviation from the
benchmark and peers. The Fund underperformed the Index
in this reporting period mainly due to adverse stock
selection, with sector allocations detracting to a lesser extent.

• Greater market volatility and a widespread sell-off in high
growth and high multiple equities was a significant
headwind to portfolio performance through much of
2021. We believe the sell-off was driven by a broad
rotation out of such names and not due to company-
specific fundamentals, which, across most of the portfolio,
remained largely robust.

• The main detractors from relative performance were
consumer discretionary, health care and information
technology due to mixed stock selection. A company that
operates an edge cloud platform for processing, serving and
securing customers’ applications was the largest detractor
within these sectors and across the whole portfolio. It saw
its shares underperform due to a network outage which led
to difficulties with some customers, and resulted in
financial results and an outlook that fell short of investor
expectations. Holdings in a leading online retailer of home
furnishings, an online luxury goods marketplace and a
biotechnology company focused on the development of
therapeutics using messenger RNA technology (sold prior
to the end of the reporting period) were also among the
largest detractors in these sectors and across the whole
portfolio for the period.

• Although a diverse set of holdings among these areas
weighed on relative results, it was partly offset by strength
in a large and fast-growing business in the U.S. food
delivery logistics area, with leading market share in
suburban markets. The company was the top contributor
within these sectors and across the whole portfolio. Its
shares outperformed due to continued solid execution and
market share gains within the restaurant category, as well as
investor optimism around the company’s planned
expansion into non-restaurant verticals and additional
markets internationally. The stock was sold prior to the
end of the reporting period.

• An overweight allocation to communication services was
also a larger detractor from relative performance, but the
negative impact was partially offset by favorable stock
selection.

• A zero weight allocation to consumer staples was also
advantageous to relative performance.

Investment Overview (unaudited)
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Management Strategies

• As a team, we believe having a market outlook can be an
anchor. Our focus is on assessing company prospects over a
five-year horizon, and owning a portfolio of unique
companies whose market value we believe can increase
significantly for underlying fundamental reasons.

  

In accordance with SEC regulations, the Fund’s performance shown assumes that all
recurring fees (including management fees) were deducted and all dividends and
distributions were reinvested. The performance of Class II shares will vary from the
performance of Class I shares based upon its different inception date and will be
negatively impacted by additional fees assessed to that class.

Performance Compared to the Russell Midcap®

Growth Index(1)

                                                         Period Ended December 31, 2021
                                                                       Total Returns(2)

                                                                              Average Annual

                                                      One         Five          Ten               Since
                                                     Year       Years       Years       Inception(5)

Fund – Class I(3)                                –11.06%     37.01%     20.23%             11.42%
Russell Midcap® Growth Index             12.73       19.83       16.63                  9.80

Fund – Class II(4)                               –11.19       36.85       20.11                15.94
Russell Midcap® Growth Index             12.73       19.83       16.63                13.01

Performance data quoted represents past performance, which is no
guarantee of future results, and current performance may be lower or
higher than the figures shown. Performance assumes that all dividends and
distributions, if any, were reinvested. For the most recent month-end
performance figures, please contact the issuing insurance company or
speak with your financial advisor. Investment return and principal value will
fluctuate so that Fund shares, when redeemed, may be worth more or less
than their original cost. Total returns do not reflect the deduction of taxes
that a shareholder would pay on Fund distributions or the redemption of
Fund shares. Performance shown does not reflect fees and expenses
imposed by your insurance company’s separate account. If performance
information included the effect of these additional charges, the total returns
would be lower.

(1) The Russell Midcap® Growth Index measures the performance of the mid-cap
growth segment of the U.S. equity universe. It includes those Russell Midcap®

Index companies with higher price-to-book ratios and higher forecasted growth
values. The Russell Midcap® Index is a subset of the Russell 1000® Index and
includes approximately 800 of the smallest securities in the Russell 1000® Index,
which in turn consists of approximately 1,000 of the largest U.S. securities based
on a combination of market capitalization and current index membership. The
Index is unmanaged and its returns do not include any sales charges or fees. Such
costs would lower performance. It is not possible to invest directly in an index.

(2) Total returns for the Fund reflect fees waived and expenses reimbursed, if
applicable, by the Adviser (as defined herein). Without such waivers and
reimbursements, total returns would have been lower.

(3) Commenced operations on October 18, 1999.
(4) Commenced offering on May 5, 2003.
(5) For comparative purposes, average annual since inception returns listed for the

Index refers to the inception date or initial offering of the respective share class of
the Fund, not the inception of the Index.
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Consolidated Portfolio of Investments
Discovery Portfolio

5The accompanying notes are an integral part of the consolidated financial statements.

                                                                                                  Value
                                                                          Shares             (000)

Common Stocks (91.1%)
Biotechnology (1.1%)

Alnylam Pharmaceuticals, Inc. (a)                               8,296         $    1,407
Ginkgo Bioworks Holdings, Inc. (a)(b)                       82,077                 682
Intellia Therapeutics, Inc. (a)                                    13,526              1,599

                                                                                                         3,688

Consumer Finance (1.0%)
Upstart Holdings, Inc. (a)                                         21,390              3,236

Entertainment (5.4%)
ROBLOX Corp., Class A (a)                                    170,125            17,550

Equity Real Estate Investment Trusts (REITs) (0.6%)
WeWork, Inc., Class A REIT (a)                               216,035              1,858

Health Care Providers & Services (2.8%)
Agilon Health, Inc. (a)                                            215,297              5,813
Guardant Health, Inc. (a)                                          31,502              3,151

                                                                                                         8,964

Health Care Technology (7.3%)
Doximity, Inc., Class A (a)                                      142,648              7,151
GoodRx Holdings, Inc., Class A (a)                         231,307              7,559
Teladoc Health, Inc. (a)                                              8,627                 792
Veeva Systems, Inc., Class A (a)                              31,947              8,162

                                                                                                       23,664

Information Technology Services (26.4%)
Affirm Holdings, Inc. (a)                                         165,858            16,679
Cloudflare, Inc., Class A (a)                                   160,719            21,135
Fastly, Inc., Class A (a)                                          238,374              8,450
Marqeta, Inc., Class A (a)                                      148,098              2,543
MongoDB, Inc. (a)                                                   39,335            20,822
Okta, Inc. (a)                                                          69,743            15,634

                                                                                                       85,263

Interactive Media & Services (7.8%)
Pinterest, Inc., Class A (a)                                     220,927              8,031
Twitter, Inc. (a)                                                     266,151            11,503
ZoomInfo Technologies, Inc., Class A (a)                   86,378              5,545

                                                                                                       25,079

Internet & Direct Marketing Retail (5.4%)
Chewy, Inc., Class A (a)                                           32,349              1,907
Farfetch Ltd., Class A (a)                                       131,945              4,411
Grab Holdings Ltd., Class A (a)                              328,484              2,342
Wayfair, Inc., Class A (a)                                          46,975              8,924

                                                                                                       17,584

Leisure Products (2.2%)
Peloton Interactive, Inc., Class A (a)                       199,378              7,130

Life Sciences Tools & Services (1.1%)
10X Genomics, Inc., Class A (a)                               22,824              3,400

Pharmaceuticals (3.0%)
Royalty Pharma PLC, Class A (United Kingdom)      239,415              9,541

                                                                                                  Value
                                                                          Shares             (000)

Real Estate Management & Development (1.9%)
Opendoor Technologies, Inc. (a)                             190,420         $    2,782
Redfin Corp. (a)                                                      86,482              3,320

                                                                                                         6,102

Software (21.9%)
Aurora Innovation, Inc. (a)(c)                                  129,934              1,383
Bill.Com Holdings, Inc. (a)                                       48,889            12,181
Cipher Mining, Inc. (a)                                           202,446                 937
Confluent, Inc., Class A (a)                                      75,782              5,778
Gitlab, Inc., Class A (a)                                            21,514              1,872
HashiCorp, Inc., Class A (a)                                     26,967              2,455
HubSpot, Inc. (a)                                                      4,707              3,103
IronSource Ltd., Class A (Israel) (a)(c)                     378,379              2,665
IronSource Ltd., Class A (Israel) (a)                          99,041                 766
MicroStrategy, Inc., Class A (a)                                  2,554              1,391
Monday.com Ltd. (Israel) (a)                                    15,798              4,877
Procore Technologies, Inc. (a)                                  41,992              3,358
Qualtrics International, Inc., Class A (a)                     66,227              2,344
Samsara, Inc., Class A (a)                                       91,743              2,579
Trade Desk, Inc. (The), Class A (a)                          126,877            11,627
UiPath, Inc., Class A (a)                                           32,406              1,398
Unity Software, Inc. (a)                                            85,631            12,244

                                                                                                       70,958

Specialty Retail (3.2%)
Carvana Co. (a)                                                      44,127            10,228

Total Common Stocks (Cost $284,836)                                   294,245

Preferred Stocks (0.9%)
Internet & Direct Marketing Retail (0.1%)

Overstock.com, Inc. Series A-1                                 3,472                 163

Software (0.8%)
Databricks, Inc. (a)(c)(d) (acquisition 

cost — $2,666; acquired 8/31/21)                    12,093              2,729

Total Preferred Stocks (Cost $2,688)                                          2,892

Investment Company (0.9%)
Grayscale Bitcoin Trust (a) (Cost $3,807)               85,120              2,915

                                                                           No. of                      
                                                                       Warrants                      

Warrant (0.0%) (e)
Biotechnology (0.0%) (e)

Ginkgo Bioworks Holdings, Inc. 
expires 12/31/27 (a) (Cost $55)                       16,415                   37

                                                                                                          
                                                                          Shares                      

Short-Term Investments (7.6%)
Securities held as Collateral on Loaned Securities (0.2%)
Investment Company (0.2%)

Morgan Stanley Institutional Liquidity Funds —
Treasury Securities Portfolio — Institutional 
Class (See Note H)                                           637,218                 637
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6 The accompanying notes are an integral part of the consolidated financial statements.

                                                                 Face Amount             Value
                                                                            (000)             (000)

Repurchase Agreements (0.0%) (e)
HSBC Securities USA, Inc., (0.05%, dated 

12/31/21, due 1/3/22; proceeds $6; 
fully collateralized by U.S. Government 
obligations; 0.00% due 
5/15/25 - 11/15/28; valued at $6)            $                6         $           6

Merrill Lynch & Co., Inc., (0.05%, dated 
12/31/21, due 1/3/22; proceeds $115; 
fully collateralized by U.S. Government 
obligations; 0.13% - 2.88% due 
7/31/23 - 7/31/25; valued at $117)                        115                 115

                                                                                                            121

Total Securities held as Collateral on 
Loaned Securities (Cost $758)                                                        758

                                                                                                          
                                                                          Shares                      

Investment Company (7.4%)
Morgan Stanley Institutional Liquidity 

Funds — Treasury Securities Portfolio —
Institutional Class (See Note H) 
(Cost $23,946)                                         23,946,333            23,946

Total Short-Term Investments 
(Cost $24,704)                                                                           24,704

Total Investments Excluding Purchased 
Options (100.5%) (Cost $316,090)                                          324,793

Total Purchased Options Outstanding (0.1%) 
(Cost $1,967)                                                                                  445

Total Investments (100.6%) 
(Cost $318,057) Including $682 of 
Securities Loaned (f)(g)                                                            325,238

Liabilities in Excess of Other Assets (–0.6%)                                  (1,921)

Net Assets (100.0%)                                                                   $323,317

(a) Non-income producing security.
(b) All or a portion of this security was on loan at December 31, 2021.
(c) Security cannot be offered for public resale without first being

registered under the Securities Act of 1933 and related rules
(“restricted security”). Acquisition date represents the day on which an
enforceable right to acquire such security is obtained and is presented
along with related cost in the security description. The Fund has
registration rights for certain restricted securities. Any costs related to
such registration are borne by the issuer. The aggregate value of
restricted securities (excluding 144A holdings) at December 31, 2021
amounts to approximately $6,777,000 and represents 2.1% of net
assets.

(d) At December 31, 2021, the Fund held a fair valued security valued at
approximately $2,729,000, representing 0.8% of net assets. This
security has been fair valued as determined in good faith under
procedures established by and under the general supervision of the
Company’s (as defined herein) Directors.

(e) Amount is less than 0.05%.
(f) Securities are available for collateral in connection with purchased

options.
(g) At December 31, 2021, the aggregate cost for federal income tax

purposes is approximately $321,014,000. The aggregate gross
unrealized appreciation is approximately $62,094,000 and the
aggregate gross unrealized depreciation is approximately $57,877,000,
resulting in net unrealized appreciation of approximately $4,217,000.

REIT Real Estate Investment Trust.
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Consolidated Portfolio of Investments (cont’d)
Discovery Portfolio

Call Options Purchased:

The Fund had the following call options purchased open at December 31, 2021:
Notional Premiums Unrealized

Strike Expiration Number of Amount Value Paid Depreciation
Counterparty Description Price Date Contracts (000) (000) (000) (000)
BNP Paribas USD/CNH          CNH  7.45           Jan-22           75,453,606 75,454        $   —@        $   403              $ (403)
Goldman Sachs International USD/CNH          CNH  7.27           Nov-22           85,198,084 85,198          257                409 (152)
Goldman Sachs International USD/CNH          CNH  7.57           Mar-22           75,023,260 75,023              4                373 (369)
JP Morgan Chase Bank NA USD/CNH          CNH  7.28            Jul-22            85,091,612 85,092          106                396 (290)
JP Morgan Chase Bank NA USD/CNH          CNH  7.31           Aug-22           37,813,460 37,813            51                257 (206)
JP Morgan Chase Bank NA USD/CNH          CNH  7.38            Jul-22            24,370,551 24,371            27                129 (102)                                                                                                                           

                                                                         $445 $1,967 $(1,522)                                                                                                                           

The accompanying notes are an integral part of the consolidated financial statements. 77

@ Value is less than $500.
CNH — Chinese Yuan Renminbi Offshore
USD — United States Dollar

Portfolio Composition*

                                                                                          Percentage of
Classification                                                                    Total Investments
Information Technology Services                                                                   26.3%
Software                                                                                                     22.8
Other**                                                                                                      17.6
Interactive Media & Services                                                                           7.7
Short-Term Investments                                                                                  7.4
Health Care Technology                                                                                  7.3
Internet & Direct Marketing Retail                                                                    5.5
Entertainment                                                                                                5.4
Total Investments                                                                                       100.0%

* Percentages indicated are based upon total investments (excluding Securities
held as Collateral on Loaned Securities) as of December 31, 2021.

** Industries and/or investment types representing less than 5% of total
investments.
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                                                                                                                                                                                December 31, 2021Consolidated Statement of Assets and Liabilities                                                     (000)

Assets:
Investments in Securities of Unaffiliated Issuers, at Value(1) (Cost $293,474)                                                                                                              $300,655
Investment in Security of Affiliated Issuer, at Value (Cost $24,583)                                                                                                                                24,583

Total Investments in Securities, at Value (Cost $318,057)                                                                                                                                           325,238
Foreign Currency, at Value (Cost $1)                                                                                                                                                                                    1
Cash from Securities Lending                                                                                                                                                                                              1
Receivable for Fund Shares Sold                                                                                                                                                                                      314
Receivable for Investments Sold                                                                                                                                                                                        27
Receivable from Securities Lending Income                                                                                                                                                                          5
Receivable from Affiliate                                                                                                                                                                                                    —@
Other Assets                                                                                                                                                                                                                    16

Total Assets                                                                                                                                                                                                        325,602

Liabilities:
Collateral on Securities Loaned, at Value                                                                                                                                                                          759
Due to Broker                                                                                                                                                                                                                 580
Payable for Advisory Fees                                                                                                                                                                                               543
Payable for Servicing Fees                                                                                                                                                                                              145
Payable for Investments Purchased                                                                                                                                                                                    60
Payable for Professional Fees                                                                                                                                                                                            60
Payable for Fund Shares Redeemed                                                                                                                                                                                   28
Payable for Custodian Fees                                                                                                                                                                                               26
Payable for Distribution Fees — Class II Shares                                                                                                                                                                  23
Payable for Administration Fees                                                                                                                                                                                         23
Payable for Organization Costs for Subsidiary                                                                                                                                                                       2
Payable for Transfer Agency Fees                                                                                                                                                                                        2
Other Liabilities                                                                                                                                                                                                                34

Total Liabilities                                                                                                                                                                                                         2,285

NET ASSETS                                                                                                                                                                                                          $323,317

Net Assets Consist of:
Paid-in-Capital                                                                                                                                                                                                       $ 235,980
Total Distributable Earnings                                                                                                                                                                                        87,337

Net Assets                                                                                                                                                                                                              $323,317

CLASS I:
Net Assets                                                                                                                                                                                                              $  56,135
Net Asset Value, Offering and Redemption Price Per Share Applicable to 3,295,033 Outstanding 

$0.001 Par Value Shares (Authorized 500,000,000 Shares)                                                                                                                                     $    17.04

CLASS II:
Net Assets                                                                                                                                                                                                              $267,182
Net Asset Value, Offering and Redemption Price Per Share Applicable to 16,653,038 Outstanding 

$0.001 Par Value Shares (Authorized 500,000,000 Shares)                                                                                                                                     $    16.04
(1)  Including:

Securities on Loan, at Value:                                                                                                                                                                                  $ 682

@ Amount is less than $500.

Discovery Portfolio

The accompanying notes are an integral part of the financial statements.
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                                                                                                                                                                                             Year Ended
                                                                                                                                                                               December 31, 2021Consolidated Statement of Operations                                                                                   (000)

Investment Income:
Income from Securities Loaned — Net                                                                                                                                                                  $        423
Dividends from Securities of Unaffiliated Issuers                                                                                                                                                              244
Dividends from Security of Affiliated Issuer (Note H)                                                                                                                                                             2

Total Investment Income                                                                                                                                                                                            669

Expenses:
Advisory Fees (Note B)                                                                                                                                                                                                2,944
Distribution Fees — Class II Shares (Note E)                                                                                                                                                                    817
Servicing Fees (Note D)                                                                                                                                                                                                  604
Administration Fees (Note C)                                                                                                                                                                                          314
Professional Fees                                                                                                                                                                                                          169
Shareholder Reporting Fees                                                                                                                                                                                             51
Custodian Fees (Note G)                                                                                                                                                                                                  38
Transfer Agency Fees (Note F)                                                                                                                                                                                          10
Directors’ Fees and Expenses                                                                                                                                                                                             9
Pricing Fees                                                                                                                                                                                                                      5
Organization Costs for Subsidiary                                                                                                                                                                                       3
Interest Expenses                                                                                                                                                                                                              1
Other Expenses                                                                                                                                                                                                               23

Total Expenses                                                                                                                                                                                                       4,988

Waiver of Distribution Fees — Class II Shares (Note E)                                                                                                                                                     (490)
Waiver of Advisory Fees (Note B)                                                                                                                                                                                   (441)
Rebate from Morgan Stanley Affiliate (Note H)                                                                                                                                                                     (9)

Net Expenses                                                                                                                                                                                                        4,048

Net Investment Loss                                                                                                                                                                                                 (3,379)

Realized Gain (Loss):
Investments Sold                                                                                                                                                                                                      87,821
Foreign Currency Translation                                                                                                                                                                                             (5)

Net Realized Gain                                                                                                                                                                                                 87,816

Change in Unrealized Appreciation (Depreciation):
Investments                                                                                                                                                                                                          (124,504)
Foreign Currency Translation                                                                                                                                                                                            (—@)

Net Change in Unrealized Appreciation (Depreciation)                                                                                                                                           (124,504)

Net Realized Gain and Change in Unrealized Appreciation (Depreciation)                                                                                                 (36,688)

Net Decrease in Net Assets Resulting from Operations                                                                                                                        $  (40,067)

@ Amount is less than $500.

Discovery Portfolio

The accompanying notes are an integral part of the financial statements.
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Consolidated Statements of                                                                   Year Ended                      Year Ended
                                                                                                                                          December 31, 2021      December 31, 2020*Changes in Net Assets                                                                                             (000)                               (000)

Increase (Decrease) in Net Assets:
Operations:

Net Investment Loss                                                                                                                                                 $    (3,379)                             $   (2,395)
Net Realized Gain                                                                                                                                                           87,816                                147,230
Net Change in Unrealized Appreciation (Depreciation)                                                                                                     (124,504)                               100,669

Net Increase (Decrease) in Net Assets Resulting from Operations                                                                                 (40,067)                               245,504

Dividends and Distributions to Shareholders:
Class I                                                                                                                                                                          (23,695)                                  (5,068)
Class II                                                                                                                                                                       (124,612)                                (24,283)

Total Dividends and Distributions to Shareholders                                                                                                      (148,307)                                (29,351)

Capital Share Transactions:(1)

Class I:
Subscribed                                                                                                                                                                    19,984                                  15,457
Distributions Reinvested                                                                                                                                                 23,695                                    5,068
Redeemed                                                                                                                                                                    (25,575)                                (20,658)
Class II:
Subscribed                                                                                                                                                                    32,347                                  44,075
Distributions Reinvested                                                                                                                                               124,612                                  24,283
Redeemed                                                                                                                                                                    (64,212)                                (47,501)

Net Increase in Net Assets Resulting from Capital Share Transactions                                                                          110,851                                  20,724

Total Increase (Decrease) in Net Assets                                                                                                                          (77,523)                               236,877
Net Assets:

Beginning of Period                                                                                                                                                      400,840                                163,963

End of Period                                                                                                                                                            $ 323,317                              $400,840
(1)     Capital Share Transactions:

Class I:
Shares Subscribed                                                                                                                                                         837                                       783
Shares Issued on Distributions Reinvested                                                                                                                     1,162                                       253
Shares Redeemed                                                                                                                                                      (1,019)                                  (1,076)

Net Increase (Decrease) in Class I Shares Outstanding                                                                                                      980                                        (40)

Class II:
Shares Subscribed                                                                                                                                                      1,279                                    2,362
Shares Issued on Distributions Reinvested                                                                                                                     6,487                                    1,256
Shares Redeemed                                                                                                                                                      (2,819)                                  (2,462)

Net Increase in Class II Shares Outstanding                                                                                                                   4,947                                    1,156

* Not consolidated.

Discovery Portfolio

The accompanying notes are an integral part of the financial statements.
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                                                                                                                                                   Class I
                                                                                                                                     Year Ended December 31,
Selected Per Share Data and Ratios                                              2021              2020(1)             2019(1)             2018(1)             2017(1)

Net Asset Value, Beginning of Period                                                    $29.50                $13.05                $10.71                $12.10                  $8.72

Income (Loss) from Investment Operations:
Net Investment Loss(2)                                                                                  (0.19)                  (0.17)                  (0.07)                  (0.08)                  (0.05)
Net Realized and Unrealized Gain (Loss)                                                        (1.27)                 18.96                    4.45                    1.69                    3.43

Total from Investment Operations                                                             (1.46)                 18.79                    4.38                    1.61                    3.38

Distributions from and/or in Excess of:
Net Realized Gain                                                                                      (11.00)                  (2.34)                  (2.04)                  (3.00)                       —

Net Asset Value, End of Period                                                              $17.04                $29.50                $13.05                $10.71                $12.10

Total Return(3)                                                                                            (11.06)%             152.30%               40.11%               10.65%                38.76%

Ratios to Average Net Assets and Supplemental Data:
Net Assets, End of Period (Thousands)                                                         $56,135              $68,299              $30,739              $27,630              $28,747
Ratio of Expenses Before Expense Limitation                                                      1.06%                  1.08%                 1.11%                 1.15%                  1.17%
Ratio of Expenses After Expense Limitation                                                        0.95%(4)               0.95%(4)               0.94%(4)               0.94%(4)               0.99%(4)(5)

Ratio of Expenses After Expense Limitation Excluding Interest Expenses                        0.95%(4)                 N/A                     N/A                     N/A                     N/A
Ratio of Net Investment Loss                                                                            (0.78)%(4)              (0.86)%(4)             (0.49)%(4)              (0.59)%(4)              (0.45)%(4)

Ratio of Rebate from Morgan Stanley Affiliates                                                                                      0.00%(6)               0.00%(6)               0.01%                 0.01%                  0.00%(6)

Portfolio Turnover Rate                                                                                        95%                   112%                  101%                    89%                     64%

(1) Not consolidated.
(2) Per share amount is based on average shares outstanding.
(3) Calculated based on the net asset value as of the last business day of the period. Performance does not reflect fees and expenses imposed by your insurance

company’s separate account. If performance information included the effect of these additional charges, the total return would be lower.
(4) The Ratio of Expenses After Expense Limitation and Ratio of Net Investment Loss reflect the rebate of certain Fund expenses in connection with the investments in

Morgan Stanley affiliates during the period. The effect of the rebate on the ratios is disclosed in the above table as “Ratio of Rebate from Morgan Stanley
Affiliates.”

(5) Effective July 1, 2017, the Adviser has agreed to limit the ratio of expenses to average net assets to the maximum ratio of 0.95% for Class I shares. Prior to
July 1, 2017, the maximum ratio was 1.05% for Class I shares.

(6) Amount is less than 0.005%.

The accompanying notes are an integral part of the consolidated financial statements.

Consolidated Financial Highlights
Discovery Portfolio
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                                                                                                                                                  Class II
                                                                                                                                    Year Ended December 31,
Selected Per Share Data and Ratios                                             2021               2020(1)              2019(1)             2018(1)             2017(1)

Net Asset Value, Beginning of Period                                                    $28.41                $12.63                $10.42                $11.85                $8.55

Income (Loss) from Investment Operations:
Net Investment Loss(2)                                                                                  (0.20)                   (0.18)                   (0.08)                   (0.09)                 (0.06)
Net Realized and Unrealized Gain (Loss)                                                        (1.17)                  18.30                    4.33                    1.66                  3.36

Total from Investment Operations                                                             (1.37)                  18.12                    4.25                    1.57                  3.30

Distributions from and/or in Excess of:
Net Realized Gain                                                                                      (11.00)                   (2.34)                   (2.04)                   (3.00)                     —

Net Asset Value, End of Period                                                              $16.04                $28.41                $12.63                $10.42              $11.85

Total Return(3)                                                                                            (11.19)%             152.04%                39.97%                10.53%              38.60%

Ratios to Average Net Assets and Supplemental Data:
Net Assets, End of Period (Thousands)                                                       $267,182            $332,541            $133,224            $100,030            $89,140
Ratio of Expenses Before Expense Limitation                                                      1.31%                  1.33%                  1.36%                  1.40%                1.42%
Ratio of Expenses After Expense Limitation                                                        1.05%(4)                1.05%(4)                1.04%(4)                1.04%(4)              1.09%(4)(5)

Ratio of Expenses After Expense Limitation Excluding Interest Expenses                        1.05%(4)                 N/A                      N/A                      N/A                    N/A
Ratio of Net Investment Loss                                                                            (0.88)%(4)              (0.96)%(4)              (0.59)%(4)              (0.69)%(4)            (0.55)%(4)

Ratio of Rebate from Morgan Stanley Affiliates                                                                                      0.00%(6)                0.00%(6)                0.01%                  0.01%                0.00%(6)

Portfolio Turnover Rate                                                                                        95%                   112%                   101%                     89%                   64%

(1) Not consolidated.
(2) Per share amount is based on average shares outstanding.
(3) Calculated based on the net asset value as of the last business day of the period. Performance does not reflect fees and expenses imposed by your insurance

company’s separate account. If performance information included the effect of these additional charges, the total return would be lower.
(4) The Ratio of Expenses After Expense Limitation and Ratio of Net Investment Loss reflect the rebate of certain Fund expenses in connection with the investments in

Morgan Stanley affiliates during the period. The effect of the rebate on the ratios is disclosed in the above table as “Ratio of Rebate from Morgan Stanley
Affiliates.”

(5) Effective July 1, 2017, the Adviser has agreed to limit the ratio of expenses to average net assets to the maximum ratio of 1.05% for Class II shares. Prior to
July 1, 2017, the maximum ratio was 1.15% for Class II shares.

(6) Amount is less than 0.005%.

The accompanying notes are an integral part of the consolidated financial statements.

Consolidated Financial Highlights
Discovery Portfolio
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Morgan Stanley Variable Insurance Fund, Inc. (the “Com-
pany”) is registered under the Investment Company Act of
1940, as amended (the “Act”), as an open-end management
investment company. The Company is comprised of ten sepa-
rate active, diversified and non-diversified funds (individually
referred to as a “Fund,” collectively as the “Funds”). The
Company applies investment company accounting and
 reporting guidance.
The accompanying consolidated financial statements relate to
the Discovery Portfolio. The Fund seeks long-term capital
growth by investing primarily in common stocks and other
equity securities. The Fund offers two classes of shares —
Class I and Class II. Both classes of shares have identical vot-
ing rights (except that shareholders of a Class have exclusive
voting rights regarding any matter relating solely to that
Class of shares), dividend, liquidation and other rights. Effec-
tive April 5, 2021, the Fund suspended offering of Class I and
Class II shares to new investors.
The Company is intended to be a funding vehicle for variable
annuity contracts and variable life insurance policies offered
by the separate accounts of certain life insurance companies.
A. Significant Accounting Policies: The following sig-
nificant accounting policies are in conformity with U.S. gen-
erally accepted accounting principles (“GAAP”). Such policies
are consistently followed by the Company in the preparation
of its consolidated financial statements. GAAP may require
management to make estimates and assumptions that affect
the reported amounts and disclosures in the consolidated
 financial statements. Actual results may differ from those
 estimates.
The Fund may, consistent with its principal investment strate-
gies, invest up to 25% of its total assets in a wholly-owned
subsidiary of the Fund organized as a company under the laws
of the Cayman Islands, VIF Discovery Cayman Portfolio,
Ltd. (the “Subsidiary”). The Subsidiary may invest in bitcoin
indirectly through cash settled futures or indirectly through
investments in Grayscale Bitcoin Trust (BTC) (“GBTC”), a
privately offered investment vehicle that invests in bitcoin.
The Fund is the sole shareholder of the Subsidiary, and it is
not currently expected that shares of the Subsidiary will be
sold or offered to other investors. The consolidated portfolio
of investments and consolidated financial statements include
the positions and accounts of the Fund and the Subsidiary.
All intercompany accounts and transactions of the Fund and
the Subsidiary have been eliminated in consolidation and all
accounting policies of the Subsidiary are consistent with those
of the Fund. As of December 31, 2021, the Subsidiary repre-
sented approximately $3,094,000 or approximately 0.96% of
the total net assets of the Fund.

Investments in the Subsidiary are expected to provide the
Fund with exposure to bitcoin within the limitations of
 Subchapter M of the Code and recent Internal Revenue Serv-
ice (“IRS”) revenue rulings, which require that a mutual fund
receive no more than ten percent of its gross income from
such investments in order to receive favorable tax treatment as
a regulated investment company (“RIC”). Tax treatment of
the income received from the Subsidiary may potentially be
affected by changes in legislation, regulations or other legally
binding authority, which could affect the character, timing
and amount of the Fund’s taxable income and distributions. If
such changes occur, the Fund may need to significantly
change its investment strategy and recognize unrealized gains
in order to remain qualified for taxation as a RIC, which
could adversely affect the Fund.
1. Security Valuation: (1) An equity portfolio security

listed or traded on an exchange is valued at its latest re-
ported sales price (or at the exchange official closing price
if such exchange reports an official closing price), and if
there were no sales on a given day and if there is no offi-
cial exchange closing price for that day, the security is val-
ued at the mean between the last reported bid and asked
prices if such bid and asked prices are available on the rel-
evant exchanges. If only bid prices are available then the
latest bid price may be used. Listed equity securities not
traded on the valuation date with no reported bid and
asked prices available on the exchange are valued at the
mean between the current bid and asked prices obtained
from one or more reputable brokers or dealers. In cases
where a security is traded on more than one exchange,
the security is valued on the exchange designated as the
primary market; (2) all other equity portfolio securities
for which over-the-counter (“OTC”) market quotations
are readily available are valued at the latest reported sales
price (or at the market official closing price if such mar-
ket reports an official closing price), and if there was no
trading in the security on a given day and if there is no
official closing price from relevant markets for that day,
the security is valued at the mean between the last re-
ported bid and asked prices if such bid and asked prices
are available on the relevant markets. An unlisted equity
security that does not trade on the valuation date and for
which bid and asked prices from the relevant markets are
unavailable is valued at the mean between the current bid
and asked prices obtained from one or more reputable
brokers or dealers; (3) listed options are valued at the last
reported sales price on the exchange on which they are
listed (or at the exchange official closing price if such ex-
change reports an official closing price). If an official
closing price or last reported sales price is unavailable, the

Notes to Consolidated Financial Statements
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listed option should be fair valued at the mean between
its latest bid and ask prices. Unlisted options are valued at
the mean between their latest bid and ask prices from a
broker/dealer or valued by a pricing service/vendor;
(4) certain portfolio securities may be valued by an out-
side pricing service/vendor approved by the Company’s
Board of Directors (the “Directors”). The pricing serv-
ice/vendor may employ a pricing model that takes into
account, among other things, bids, yield spreads and/or
other market data and specific security characteristics. Al-
ternatively, if a valuation is not available from an outside
pricing service/vendor, and the security trades on an ex-
change, the security may be valued at its latest reported
sale price (or at the exchange official closing price if such
exchange reports an official closing price), prior to the
time when assets are valued. If there are no sales on a
given day and if there is no official exchange closing price
for that day, the security is valued at the mean between
the last reported bid and asked prices if such bid and
asked prices are available in the relevant exchanges. If
only bid prices are available then the latest bid price may
be used. If Morgan Stanley Investment Management Inc.
(the “Adviser”), a wholly-owned subsidiary of Morgan
Stanley, determines that the price provided by the outside
pricing service/vendor or exchange does not reflect the se-
curity’s fair value or is unable to provide a price, prices
from brokers or dealers may also be utilized. In these cir-
cumstances, the value of the security will be the mean of
bid and asked prices obtained from brokers or dealers;
(5) when market quotations are not readily available, in-
cluding circumstances under which the Adviser deter-
mines that the closing price, last sale price or the mean
between the last reported bid and asked prices are not re-
flective of a security’s market value, portfolio securities are
valued at their fair value as determined in good faith un-
der procedures established by and under the general su-
pervision of the Directors. Occasionally, developments
affecting the closing prices of securities and other assets
may occur between the times at which valuations of such
securities are determined (that is, close of the foreign
market on which the securities trade) and the close of
business of the New York Stock Exchange (“NYSE”). If
developments occur during such periods that are ex-
pected to materially affect the value of such securities,
such valuations may be adjusted to reflect the estimated
fair value of such securities as of the close of the NYSE, as
determined in good faith by the Directors or by the
 Adviser using a pricing service and/or procedures approved
by the Directors; (6) Private Investment in Public Equity
(“PIPE”) investments may be valued based on the

 underlying stock price less a discount until the commit-
ment is fulfilled and shares are registered; and (7) invest-
ments in mutual funds, including the Morgan Stanley
Institutional Liquidity Funds, are valued at the net asset
value (“NAV”) as of the close of each business day.
The Directors have responsibility for determining in
good faith the fair value of the investments, and the
 Directors may appoint others, such as the Company’s
 Adviser or a valuation committee, to assist the Directors
in determining fair value and to make the actual calcula-
tions pursuant to the fair valuation methodologies previ-
ously approved by the Directors. Under procedures
approved by the Directors, the Company’s Adviser has
formed a Valuation Committee whose members are ap-
proved by the Directors. The Valuation Committee pro-
vides administration and oversight of the Company’s
valuation policies and procedures, which are reviewed at
least annually by the Directors. These procedures allow
the Company to utilize independent pricing services,
quotations from securities and financial instrument
 dealers and other market sources to determine fair value.

2. Fair Value Measurement: Financial Accounting
Standards Board (“FASB”) Accounting Standards
 CodificationTM (“ASC”) 820, “Fair Value Measurement”
(“ASC 820”), defines fair value as the value that the Fund
would receive to sell an investment or pay to transfer a li-
ability in a timely transaction with an independent buyer
in the principal market, or in the absence of a principal
market, the most advantageous market for the investment
or liability. ASC 820 establishes a three-tier hierarchy to
distinguish between (1) inputs that reflect the assump-
tions market participants would use in valuing an asset or
liability developed based on market data obtained from
sources independent of the reporting entity (observable
inputs) and (2) inputs that reflect the reporting entity’s
own assumptions about the assumptions market partici-
pants would use in valuing an asset or liability developed
based on the best information available in the circum-
stances (unobservable inputs) and to establish classifica-
tion of fair value measurements for disclosure purposes.
Various inputs are used in determining the value of the
Fund’s investments. The inputs are summarized in the
three broad levels listed below:

• Level 1 – unadjusted quoted prices in active markets
for identical investments

• Level 2 – other significant observable inputs (includ-
ing quoted prices for similar investments, interest
rates, prepayment speeds, credit risk, etc.)

Notes to Consolidated Financial Statements (cont’d)
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• Level 3 – significant unobservable inputs including
the Fund’s own assumptions in determining the fair
value of investments. Factors considered in making
this determination may include, but are not limited
to, information obtained by contacting the issuer,
analysts, or the appropriate stock exchange (for
 exchange-traded securities), analysis of the issuer’s
 financial statements or other available documents
and, if necessary, available information concerning
other securities in similar circumstances.

The inputs or methodology used for valuing securities are
not necessarily an indication of the risk associated with
investing in those securities and the determination of the
significance of a particular input to the fair value meas-
urement in its entirety requires judgment and considers
factors specific to each security.
The following is a summary of the inputs used to value
the Fund’s investments as of December 31, 2021:

                                                          Level 2
                                        Level 1         Other           Level 3
                                     Unadjusted   significant     Significant
                                        quoted     observable  unobservable
                                        prices          inputs            inputs            Total
Investment Type                 (000)           (000)            (000)            (000)
Assets:
Common Stocks

Biotechnology               $     3,688     $       —         $       —      $     3,688
Consumer Finance               3,236             —                  —             3,236
Entertainment                    17,550             —                  —           17,550
Equity Real Estate 

Investment Trusts 
(REITs)                             1,858             —                  —             1,858

Health Care Providers & 
Services                          8,964             —                  —             8,964

Health Care Technology      23,664             —                  —           23,664
Information Technology 

Services                        85,263             —                  —           85,263
Interactive Media & 

Services                        25,079             —                  —           25,079
Internet & Direct 

Marketing Retail             17,584             —                  —           17,584
Leisure Products                  7,130             —                  —             7,130
Life Sciences Tools & 

Services                          3,400             —                  —             3,400
Pharmaceuticals                  9,541             —                  —             9,541
Real Estate 

Management & 
Development                   6,102             —                  —             6,102

Software                           66,910        4,048                  —           70,958
Specialty Retail                  10,228             —                  —           10,228

Total Common Stocks     290,197       4,048                 — 294,245

                                                           Level 2
                                        Level 1         Other           Level 3
                                     Unadjusted   significant     Significant
                                        quoted     observable  unobservable
                                        prices          inputs            inputs            Total
Investment Type                 (000)           (000)            (000)            (000)
Preferred Stocks

Internet & Direct 
Marketing Retail        $        163     $       —         $       —      $        163

Software                                   —             —            2,729              2,729

Total Preferred Stocks           163             —           2,729 2,892
Investment Company            2,915             —                  —             2,915

Warrant                                      37              —                  —                  37

Call Options Purchased              —           445                  —                445

Short-Term Investments
Investment Company          24,583             —                  —           24,583
Repurchase Agreements             —           121                  —                121

Total Short-Term 
Investments                  24,583          121                 —          24,704

Total Assets                  $317,895     $4,614         $2,729      $325,238

Transfers between investment levels may occur as the
markets fluctuate and/or the availability of data used in
an investment’s valuation changes.
Following is a reconciliation of investments in which
 significant unobservable inputs (Level 3) were used in
 determining fair value:

Common         Preferred
Stock               Stock
(000)               (000)

Beginning Balance                                               $ 929               $      —
Purchases —                 2,666
Sales —                      —
Amortization of discount —                      —
Transfers in —                      —
Transfers out (929)†                    —
Corporate actions —                      —
Change in unrealized appreciation (depreciation) —                      63
Realized gains (losses) —                      —

Ending Balance $ — $2,729

Net change in unrealized appreciation 
(depreciation) from investments still 
held as of December 31, 2021 $ — $     63

† A security transferred out of level 3 due to an Initial Public Offering.

Notes to Consolidated Financial Statements (cont’d)
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3. Repurchase Agreements: The Fund may enter into
repurchase agreements under which the Fund lends cash
and takes possession of securities with an agreement that
the counterparty will repurchase such securities. In
 connection with transactions in repurchase agreements, a
bank as custodian for the Fund takes possession of the
underlying securities which are held as collateral, with a
market value at least equal to the amount of the repurchase
transaction, including principal and accrued interest. To
the extent that any repurchase transaction exceeds one
business day, the value of the collateral is marked-to-market
on a daily basis to determine that the value of the collat-
eral does not decrease below the repurchase price plus ac-
crued interest as earned. If such a decrease occurs,
additional collateral will be requested and, when received,
will be added to the account to maintain full collateral-
ization. In the event of default on the obligation to repur-
chase, the Fund has the right to liquidate the collateral
and apply the proceeds in satisfaction of the obligation.
In the event of default or bankruptcy by the counterparty
to the agreement, realization of the collateral proceeds
may be subject to cost and delays. The Fund, along with
other affiliated investment companies, may utilize a joint
trading account for the purpose of entering into
 repurchase agreements.

4. Foreign Currency Translation and Foreign
 Investments: The books and records of the Fund are
maintained in U.S. dollars. Foreign currency amounts are
translated into U.S. dollars as follows:
— investments, other assets and liabilities at the

 prevailing rate of exchange on the valuation date;

— investment transactions and investment income at
the prevailing rates of exchange on the dates of
such transactions.

Although the net assets of the Fund are presented at the
foreign exchange rates and market values at the close of
the period, the Fund does not isolate that portion of the
results of operations arising as a result of changes in the
foreign exchange rates from the fluctuations arising from
changes in the market prices of securities held at period
end. Similarly, the Fund does not isolate the effect of
changes in foreign exchange rates from the fluctuations
arising from changes in the market prices of securities
sold during the period. Accordingly, realized and unreal-
ized foreign currency gains (losses) on investments in se-
curities are included in the reported net realized and
unrealized gains (losses) on investment transactions and
balances. However, pursuant to U.S. federal income tax
regulations, gains and losses from certain foreign currency
transactions and the foreign currency portion of gains
and losses realized on sales and maturities of foreign de-
nominated debt securities are treated as ordinary income
for U.S. federal income tax purposes.
Net realized gains (losses) on foreign currency transactions
represent net foreign exchange gains (losses) from foreign
currency forward exchange contracts, disposition of for-
eign currencies, currency gains (losses) realized between
the trade and settlement dates on securities transactions,
and the difference between the amount of investment in-
come and foreign withholding taxes recorded on the
Fund’s books and the U.S. dollar equivalent amounts ac-
tually received or paid. The change in unrealized currency

Notes to Consolidated Financial Statements (cont’d)

The following table presents additional information about valuation techniques and inputs used for investments that are meas-
ured at fair value and categorized within Level 3 as of December 31, 2021. Various valuation techniques were used in the valua-
tion of certain investments and weighted based on the level of significance. The Fund calculated the weighted averages of the
unobservable inputs relative to each investment’s fair value as of December 31, 2021.
                                      Fair Value at                                                                                                                                 Impact to
                                December 31, 2021                      Valuation                           Unobservable                                   Valuation from an
                                           (000)                                 Technique                                 Input                   Amount*       Increase in Input**

Preferred Stock $2,729                      Market Transaction Method           Precedent Transaction         $220.45                  Increase                                                                                                                                                                                                 
                               Discounted Cash Flow                  Weighted Average                                                 
                                                                                    Cost of Capital                  11.0%                 Decrease
                                                                              Perpetual Growth Rate               3.5%                  Increase                                                                                                                                                                                                 
                        Market Comparable Companies                 Enterprise                                                       
                                                                                    Value/Revenue                   38.5x                  Increase
                                                                                  Discount for Lack
                                                                                   of Marketability                  12.0%                 Decrease                                                                                                                                                                                                 

* Amount is indicative of the weighted average.
** Represents the expected directional change in the fair value of the Level 3 investments that would result from an increase in the corresponding input. A

decrease to the unobservable input would have the opposite effect. Significant changes in these inputs could result in significantly higher or lower fair
value measurements.
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gains (losses) on foreign currency transactions for the
 period is reflected in the Consolidated Statement of
 Operations.
Foreign security and currency transactions may involve
certain considerations and risks not typically associated
with those of U.S. dollar denominated transactions as a
result of, among other factors, fluctuations of exchange
rates in relation to the U.S. dollar, the possibility of lower
levels of governmental supervision and regulation of for-
eign securities markets and the possibility of political or
economic instability.
Governmental approval for foreign investments may be
required in advance of making an investment under cer-
tain circumstances in some countries, and the extent of
foreign investments in domestic companies may be sub-
ject to limitation in other countries. Foreign ownership
limitations also may be imposed by the charters of indi-
vidual companies to prevent, among other concerns, vio-
lations of foreign investment limitations. As a result, an
additional class of shares (identified as “Foreign” in the
Consolidated Portfolio of Investments) may be created
and offered for investment. The “local” and “foreign
shares” market values may differ. In the absence of trad-
ing of the foreign shares in such markets, the Fund values
the foreign shares at the closing exchange price of the
 local shares.

5. Derivatives: The Fund may, but is not required to, use
derivative instruments for a variety of purposes, including
hedging, risk management, portfolio management or to
earn income. Derivatives are financial instruments whose
value is based, in part, on the value of an underlying as-
set, interest rate, index or financial instrument. Prevailing
interest rates and volatility levels, among other things,
also affect the value of derivative instruments. A deriva-
tive instrument often has risks similar to its underlying
asset and may have additional risks, including imperfect
correlation between the value of the derivative and the
underlying asset, risks of default by the counterparty to
certain transactions, magnification of losses incurred due
to changes in the market value of the securities, instru-
ments, indices or interest rates to which the derivative in-
strument relates, risks that the transactions may not be
liquid and risks arising from margin requirements. The
use of derivatives involves risks that are different from,
and possibly greater than, the risks associated with other
portfolio investments. Derivatives may involve the use of
highly specialized instruments that require investment
techniques and risk analyses different from those associ-
ated with other portfolio investments. All of the Fund’s
holdings, including derivative instruments, are

marked-to-market each day with the change in value re-
flected in unrealized appreciation (depreciation). Upon
disposition, a realized gain or loss is recognized.
Certain derivative transactions may give rise to a form of
leverage. Leverage magnifies the potential for gain and
the risk of loss. Leverage associated with derivative trans-
actions may cause the Fund to liquidate portfolio posi-
tions when it may not be advantageous to do so to satisfy
its obligations or to meet earmarking or segregation re-
quirements, pursuant to applicable Securities and Ex-
change Commission (“SEC”) rules and regulations, or
may cause the Fund to be more volatile than if the Fund
had not been leveraged. Although the Adviser seeks to
use derivatives to further the Fund’s investment objec-
tives, there is no assurance that the use of derivatives will
achieve this result.
Following is a description of the derivative instruments
and techniques that the Fund used during the period and
their associated risks:
Options: With respect to options, the Fund is subject to
equity risk, interest rate risk and foreign currency ex-
change risk in the normal course of pursuing its invest-
ment objectives. If the Fund buys an option, it buys a
legal contract giving it the right to buy or sell a specific
amount of the underlying instrument or foreign currency,
or futures contract on the underlying instrument or for-
eign currency, at an agreed-upon price during a period of
time or on a specified date typically in exchange for a pre-
mium paid by the Fund. The Fund may purchase and/or
sell put and call options. Purchasing call options tends to
increase the Fund’s exposure to the underlying (or simi-
lar) instrument. Purchasing put options tends to decrease
the Fund’s exposure to the underlying (or similar) instru-
ment. When entering into purchased option contracts,
the Fund bears the risk of interest or exchange rates or se-
curities prices moving unexpectedly, in which case, the
Fund may not achieve the anticipated benefits of the pur-
chased option contracts; however the risk of loss is lim-
ited to the premium paid. Purchased options are reported
as part of “Total Investments in Securities” in the Consol-
idated Statement of Assets and Liabilities. Premiums paid
for purchasing options which expired are treated as real-
ized losses. If the Fund sells an option, it sells to another
party the right to buy from or sell to the Fund a specific
amount of the underlying instrument or foreign currency,
or futures contract on the underlying instrument or for-
eign currency, at an agreed-upon price during a period of
time or on a specified date typically in exchange for a pre-
mium received by the Fund. When options are purchased
OTC, the Fund bears the risk that the counterparty that
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wrote the option will be unable or unwilling to perform
its obligations under the option contract. Options may
also be illiquid and the Fund may have difficulty closing
out its position. A decision as to whether, when and how
to use options involves the exercise of skill and judgment
and even a well-conceived option transaction may be un-
successful because of market behavior or unexpected
events. The prices of options can be highly volatile and
the use of options can lower total returns.
Private Investment in Public Equity: The Fund
may acquire equity securities of an issuer that are issued
through a private investment in public equity transaction,
including on a when-issued basis. PIPE transactions typi-
cally involve the purchase of securities directly from a
publicly traded company or its affiliates in a private
placement transaction, typically at a discount to the mar-
ket price of the company’s securities. The Fund’s PIPE in-
vestment represents an unfunded subscription agreement
in a private investment in public equity. The Fund will
earmark or segregate cash or liquid assets or establish a
segregated account on the Fund’s books in which it will
continually maintain cash or cash equivalents or other
liquid portfolio securities equal in value to commitments
to purchase securities on a forward commitment basis.
As of December 31, 2021, the Fund did not have any
open PIPE contract.
FASB ASC 815, “Derivatives and Hedging” (“ASC
815”), is intended to improve financial reporting about
derivative instruments by requiring enhanced disclosures
to enable investors to better understand how and why the
Fund uses derivative instruments, how these derivative
instruments are accounted for and their effects on the
Fund’s financial position and results of operations.
The following table sets forth the fair value of the Fund’s
derivative contracts by primary risk exposure as of
 December 31, 2021:
                                 Asset Derivatives
                                       Consolidated
                            Statement of Assets
                                      and Liabilities   Primary Risk  Value
                                             Location        Exposure  (000)
Purchased Options     Investments, at Value                                     

                           (Purchased Options)    Currency Risk   $445(a)

(a) Amounts are included in Investments in Securities in the
Consolidated Statement of Assets and Liabilities.

The following tables set forth by primary risk exposure
the Fund’s realized gains (losses) and change in unrealized
appreciation (depreciation) by type of derivative contract

for the year ended December 31, 2021 in accordance
with ASC 815:

Realized Gain (Loss)
                                                         Derivative          Value
Primary Risk Exposure                               Type          (000)
Currency Risk                                         Investments

                                             (Purchased Options) $(1,295)(b)

(b) Amounts are included in Realized Gain (Loss) on Investments Sold
in the Consolidated Statement of Operations.

Change in Unrealized Appreciation (Depreciation)
                                                         Derivative         Value
Primary Risk Exposure                               Type         (000)
Currency Risk                                         Investments

                                            (Purchased Options) $(475)(c)

(c) Amounts are included in Change in Unrealized Appreciation
(Depreciation) on Investments in the Consolidated Statement of
Operations.

At December 31, 2021, the Fund’s derivative assets and
liabilities are as follows:

Gross Amounts of Assets and Liabilities Presented in the 
Consolidated Statement of Assets and Liabilities

                                                      Assets(d)      Liabilities(d)
Derivatives                                            (000)                (000)
Purchased Options                                       $445(a)                 $—

(a) Amounts are included in Investments in Securities in the
Consolidated Statement of Assets and Liabilities.

(d) Absent an event of default or early termination, OTC derivative
assets and liabilities are presented gross and not offset in the
Consolidated Statement of Assets and Liabilities.

The Fund typically enters into International Swaps and
Derivatives Association, Inc. Master Agreements (“ISDA
Master Agreements”) or similar master agreements (col-
lectively, “Master Agreements”) with its contract counter-
parties for certain OTC derivatives in order to, among
other things, reduce its credit risk to counterparties.
ISDA Master Agreements include provisions for general
obligations, representations, collateral and events of de-
fault or termination. Under an ISDA Master Agreement,
the Fund typically may offset with the counterparty cer-
tain OTC derivative financial instruments’ payables
and/or receivables with collateral held and/or posted and
create one single net payment (close-out netting) in the
event of default, termination and/or potential deteriora-
tion in the credit quality of the counterparty. Various
Master Agreements govern the terms of certain transac-
tions with counterparties, including transactions such as
swap, forward, repurchase and reverse repurchase agree-
ments. These Master Agreements typically attempt to re-
duce the counterparty risk associated with such
transactions by specifying credit protection mechanisms
and providing standardization that improves legal cer-
tainty. Cross-termination provisions under Master
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 Agreements typically provide that a default in connection
with one transaction between the Fund and a counter-
party gives the non-defaulting party the right to termi-
nate any other transactions in place with the defaulting
party to create one single net payment due to/due from
the defaulting party and may be a feature in certain Mas-
ter Agreements. In the event the Fund exercises its right
to terminate a Master Agreement after a counterparty ex-
periences a termination event as defined in the Master
Agreement, the return of collateral with market value in
excess of the Fund’s net liability may be delayed or
 denied.
The following table presents derivative financial instru-
ments that are subject to enforceable netting arrange-
ments as of December 31, 2021:

Gross Amounts Not Offset in the Consolidated Statement of
Assets and Liabilities

                      Gross Asset                                                   
                       Derivatives                                                   
                         Presented                                                  
                                in the                                                   
                    Consolidated                                              Net 
                     Statement of                                        Amount
                        Assets and    Financial     Collateral  (not less 
                      Liabilities(a) Instrument  Received(e)  than $0)
Counterparty             (000)         (000)           (000)      (000)
BNP Paribas $   —@          $— $   — $—@
Goldman Sachs 

International                261               —              (261)             0
JP Morgan 

Chase 
Bank NA                     184               —              (184)             0

Total $445 $—            $(445) $—@

@ Value is less than $500.

(a) Amounts are included in Investments in Securities in the Consoli-
dated Statement of Assets and Liabilities.

(e) In some instances, the actual collateral received may be more than
the amount shown here due to overcollateralization.

For the year ended December 31, 2021, the approximate
average monthly amount outstanding for each derivative
type is as follows:
Purchased Options:
Average monthly notional amount  . . . . . . . . . . . .      343,796,000

Derivative Contract — PIPE:
Average monthly notional amount  . . . . . . . . . . . .        $2,667,000

6. Securities Lending: The Fund lends securities to
qualified financial institutions, such as broker-dealers, to
earn additional income. Any increase or decrease in the
fair value of the securities loaned that might occur and
any interest earned or dividends declared on those securi-
ties during the term of the loan would remain in the
Fund. The Fund would receive cash or securities as collat-
eral in an amount equal to or exceeding 100% of the

 current fair value of the loaned securities. The collateral is
marked-to-market daily by State Street Bank and Trust
Company (“State Street”), the securities lending agent, to
ensure that a minimum of 100% collateral coverage is
maintained.
Based on pre-established guidelines, the securities lending
agent invests any cash collateral that is received in an af-
filiated money market portfolio and repurchase agree-
ments. Securities lending income is generated from the
earnings on the invested collateral and borrowing fees,
less any rebates owed to the borrowers and compensation
to the lending agent, and is recorded as “Income from Se-
curities Loaned — Net” in the Fund’s Consolidated
Statement of Operations. Risks in securities lending
transactions are that a borrower may not provide addi-
tional collateral when required or return the securities
when due, and that the value of the short-term invest-
ments will be less than the amount of cash collateral plus
any rebate that is required to be returned to the borrower.
The Fund has the right under the securities lending
agreement to recover the securities from the borrower on
demand.
The following table presents financial instruments that
are subject to enforceable netting arrangements as of
 December 31, 2021:

Gross Amounts Not Offset in the Consolidated Statement of 
Assets and Liabilities

  Gross Asset                                                                               
      Amounts                                                                              
    Presented                                                                              
           in the                                                                              
Consolidated                                                                              
Statement of                                                             Net Amount
   Assets and             Financial          Collateral               (not less 
     Liabilities          Instrument           Received               than $0)
           (000)                  (000)                 (000)                    (000)
             $682(f)                    $—                  $(682)(g)(h)                  $0

(f) Represents market value of loaned securities at year end.

(g) The Fund received cash collateral of approximately $759,000, of
which approximately $758,000 was subsequently invested in
Repurchase Agreements and Morgan Stanley Institutional
Liquidity Funds as reported in the Portfolio of Investments. As of
December 31, 2021, there was uninvested cash of approximately
$1,000, which is not reflected in the Consolidated Portfolio of
Investments.

(h) The actual collateral received is greater than the amount shown
here due to overcollateralization.

FASB ASC 860, “Transfers & Servicing: Repurchase-to-
Maturity Transactions, Repurchase Financings, and Dis-
closures”, is intended to provide increased transparency
about the types of collateral pledged in securities lending
transactions and other similar transactions that are ac-
counted for as secured borrowing.
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The following table displays a breakdown of transactions
accounted for as secured borrowings, the gross obliga-
tions by class of collateral pledged and the remaining
contractual maturity of those transactions as of
 December 31, 2021:

Remaining Contractual Maturity of the Agreements
  Between                              

Overnight and         30 &                              
Continuous <30 days    90 days   >90 days       Total

(000) (000)        (000)         (000)      (000)

Securities Lending 
Transactions
Common Stock $ 759           $—          $—           $—     $ 759

Total Borrowings                       $759          $—         $—          $—     $759

Gross amount of 
recognized liabilities 
for securities lending 
transactions                                                                                     $759

7. Restricted Securities: The Fund invests in unregis-
tered or otherwise restricted securities. The term “re-
stricted securities” refers to securities that are unregistered
or are held by control persons of the issuer and securities
that are subject to contractual restrictions on their resale.
As a result, restricted securities may be more difficult to
value and the Fund may have difficulty disposing of such
assets either in a timely manner or for a reasonable price.
In order to dispose of an unregistered security, the Fund,
where it has contractual rights to do so, may have to
cause such security to be registered. A considerable period
may elapse between the time the decision is made to sell
the security and the time the security is registered so that
the Fund can sell it. Contractual restrictions on the resale
of securities vary in length and scope and are generally
the result of a negotiation between the issuer and the ac-
quirer of the securities. The Fund would, in either case,
bear market risks during that period.
Restricted securities are identified in the Consolidated
Portfolio of Investments.

8. Indemnifications: The Company enters into contracts
that contain a variety of indemnifications. The Com-
pany’s maximum exposure under these arrangements is
unknown. However, the Company has not had prior
claims or losses pursuant to these contracts and expects
the risk of loss to be remote.

9. Security Transactions, Income and Expenses:
Security transactions are accounted for on the trade date
(date the order to buy or sell is executed). Realized gains
and losses on the sale of investment securities are deter-
mined on the specific identified cost method. Dividend
income and other distributions are recorded on the ex-
dividend date (except for certain foreign dividends which

may be recorded as soon as the Fund is informed of such
dividends) net of applicable withholding taxes. Interest
income is recognized on the accrual basis net of applicable
withholding taxes except where collection is in doubt.
Discounts are accreted and premiums are amortized over
the life of the respective securities. Most expenses of the
Company can be directly attributed to a particular Fund.
Expenses which cannot be directly attributed are appor-
tioned among the Funds based upon relative net assets or
other appropriate methods. Income, expenses (other than
class specific expenses) and realized and unrealized gains
or losses are allocated to each class of shares based upon
their relative net assets.

10. Dividends and Distributions to Shareholders:
Dividends and distributions to shareholders are recorded
on the ex-dividend date. Dividends from net investment
income, if any, are declared and paid annually. Net real-
ized capital gains, if any, are distributed at least annually.

B. Advisory Fees: The Adviser, a wholly-owned subsidiary
of Morgan Stanley, provides the Fund with advisory services
under the terms of an Investment Advisory Agreement, paid
quarterly, at the annual rate based on the daily net assets as
follows:
                First $500            Next $500            Over $1
                   million                  million                 billion
                     0.75%                     0.70%                  0.65%

For the year ended December 31, 2021, the advisory fee rate
(net of waiver/rebate) was equivalent to an annual effective
rate of 0.64% of the Fund’s average daily net assets.
The Adviser has agreed to reduce its advisory fee and/or reim-
burse the Fund so that total annual Fund operating expenses,
excluding certain investment related expenses, taxes, interest
and other extraordinary expenses (including litigation), will
not exceed 0.95% for Class I shares and 1.05% for Class II
shares. The fee waivers and/or expense reimbursements will
continue for at least one year from the date of the Fund’s
prospectus or until such time as the Directors act to discon-
tinue all or a portion of such waivers and/or reimbursements
when they deem such action is appropriate. For the year
ended December 31, 2021, approximately $441,000 of advi-
sory fees were waived pursuant to this arrangement.
The Adviser provides investment advisory services to the Sub-
sidiary pursuant to the Subsidiary Investment Management
Agreement (the “Agreement”). Under the Agreement, the
Subsidiary will pay the Adviser at the end of each fiscal quar-
ter, calculated by applying a quarterly rate, based on the an-
nual rate of 0.05%, to the average daily net assets of the
Subsidiary.
The Adviser has agreed to waive its advisory fees by the
amount of advisory fees it receives from the Subsidiary.
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C. Administration Fees: The Adviser also serves as Ad-
ministrator to the Company and provides administrative serv-
ices pursuant to an Administration Agreement for an annual
fee, accrued daily and paid monthly, of 0.08% of the Fund’s
average daily net assets.
Under a Sub-Administration Agreement between the Admin-
istrator and State Street, State Street provides certain adminis-
trative services to the Company. For such services, the
Administrator pays State Street a portion of the fee the Ad-
ministrator receives from the Fund.
D. Servicing Fees: The Company accrues daily and pays
quarterly a servicing fee of up to 0.17% of the average daily
value of shares of the Fund held in an insurance company’s
account. Certain insurance companies have entered into a
servicing agreement with the Company to provide adminis-
trative and other contract-owner related services on behalf of
the Fund.
E. Distribution Fees: Morgan Stanley Distribution, Inc.
(“MSDI” or the “Distributor”), a wholly-owned subsidiary of
the Adviser and an indirect subsidiary of Morgan Stanley,
serves as the Distributor of the Fund and provides the Fund’s
Class II shareholders with distribution services pursuant to a
Distribution Plan (the “Plan”) in accordance with Rule 12b-1
under the Act. Under the Plan, the Fund is authorized to pay
the Distributor a distribution fee, which is accrued daily and
paid monthly, at an annual rate of 0.25% of the Fund’s aver-
age daily net assets attributable to Class II shares. The Distrib-
utor has agreed to waive 0.15% of the 0.25% distribution fee
that it may receive. This fee waiver will continue for at least
one year from the date of the Fund’s prospectus or until such
time as the Directors act to discontinue all or a portion of
such waiver when they deem such action is appropriate. For
the year ended December 31, 2021, this waiver amounted to
approximately $490,000.
F. Dividend Disbursing and Transfer Agent: The
Company’s dividend disbursing and transfer agent is DST As-
set Manager Solutions, Inc. (“DST”). Pursuant to a Transfer
Agency Agreement, the Company pays DST a fee based on
the number of classes, accounts and transactions relating to
the Funds of the Company.
G. Custodian Fees: State Street (the “Custodian”) also
serves as Custodian for the Company in accordance with a
Custodian Agreement. The Custodian holds cash, securities
and other assets of the Company as required by the Act. Cus-
tody fees are payable monthly based on assets held in custody,
investment purchases and sales activity and account mainte-
nance fees, plus reimbursement for certain out-of-pocket
 expenses.

H. Security Transactions and Transactions with
 Affiliates: For the year ended December 31, 2021, purchases
and sales of investment securities for the Fund, other than
long-term U.S. Government securities and short-term invest-
ments were approximately $352,161,000 and $390,741,000,
respectively. There were no purchases and sales of long-term
U.S. Government securities for the year ended December 31,
2021.
The Fund invests in the Institutional Class of the Morgan
Stanley Institutional Liquidity Funds — Treasury Securities
Portfolio (the “Liquidity Funds”), an open-end management
investment company managed by the Adviser, both directly
and as a portion of the securities held as collateral on loaned
securities. Advisory fees paid by the Fund are reduced by an
amount equal to its pro-rata share of the advisory and admin-
istration fees paid by the Fund due to its investment in the
Liquidity Funds. For the year ended December 31, 2021, ad-
visory fees paid were reduced by approximately $9,000 relat-
ing to the Fund’s investment in the Liquidity Funds.
A summary of the Fund’s transactions in shares of affiliated
investments during the year ended December 31, 2021 is as
follows:
                                       Value                                 
Affiliated             December 31,   Purchases Proceeds  Dividend
Investment                        2020        at Cost from Sales     Income
Company                          (000)          (000) (000)       (000)
Liquidity Funds                 $24,612     $221,817 $221,846             $2

                                                          Change in                          
                                                          Unrealized                  Value
Affiliated                      Realized       Appreciation     December 31,
Investment               Gain (Loss)     (Depreciation)                  2021
Company (cont’d)              (000)                  (000)                  (000)
Liquidity Funds                         $—                       $—               $24,583

The Fund is permitted to purchase and sell securities (“cross-
trade”) from and to other Morgan Stanley funds as well as
other funds and client accounts for which the Adviser or an
affiliate of the Adviser serves as investment adviser, pursuant
to procedures approved by the Directors in compliance with
Rule 17a-7 under the Act (the “Rule”). Each cross-trade is ex-
ecuted at the current market price in compliance with provi-
sions of the Rule. For the year ended December 31, 2021, the
Fund did not engage in any cross-trade transactions.
The Fund has an unfunded Deferred Compensation Plan (the
“Compensation Plan”), which allows each independent Direc-
tor to defer payment of all, or a portion, of the fees he or she
receives for serving on the Board of Directors. Each eligible
Director generally may elect to have the deferred amounts
credited with a return equal to the total return on one or
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more of the Morgan Stanley funds that are offered as invest-
ment options under the Compensation Plan. Appreciation/
depreciation and distributions received from these invest-
ments are recorded with an offsetting increase/decrease in the
deferred compensation obligation and do not affect the NAV
of the Fund.
I. Federal Income Taxes: It is the Fund’s intention to
continue to qualify as a regulated investment company and
distribute all of its taxable and tax-exempt income. Accord-
ingly, no provision for federal income taxes is required in the
consolidated financial statements.
The Fund may be subject to taxes imposed by countries in
which it invests. Such taxes are generally based on income
and/or capital gains earned or repatriated. Taxes are accrued
based on net investment income, net realized gains and net
unrealized appreciation as such income and/or gains are
earned. Taxes may also be based on transactions in foreign
currency and are accrued based on the value of investments
denominated in such currency.
FASB ASC 740-10, “Income Taxes — Overall”, sets forth a
minimum threshold for consolidated financial statement
recognition of the benefit of a tax position taken or expected
to be taken in a tax return. Management has concluded there
are no significant uncertain tax positions that would require
recognition in the consolidated financial statements. If appli-
cable, the Fund recognizes interest accrued related to unrecog-
nized tax benefits in “Interest Expense” and penalties in
“Other Expenses” in the Consolidated Statement of Opera-
tions. The Fund files tax returns with the U.S. Internal Rev-
enue Service, New York and various states. Generally, each of
the tax years in the four-year period ended December 31,
2021 remains subject to examination by taxing authorities.
The tax character of distributions paid may differ from the
character of distributions shown for GAAP purposes due to
short-term capital gains being treated as ordinary income for
tax purposes. The tax character of distributions paid during
fiscal years 2021 and 2020 was as follows:
              2021 Distributions                2020 Distributions
                    Paid From:                           Paid From:
            Ordinary      Long-Term        Ordinary      Long-Term
              Income    Capital Gain          Income    Capital Gain
                (000)              (000)             (000)              (000)
              $32,577        $115,730            $6,331          $23,020

The amount and character of income and gains to be distrib-
uted are determined in accordance with income tax regula-
tions which may differ from GAAP. These book/tax
differences are either considered temporary or permanent in
nature.

Temporary differences are attributable to differing book and
tax treatments for the timing of the recognition of gains
(losses) on certain investment transactions and the timing of
the deductibility of certain expenses.
Permanent differences, due to nondeductible offering costs re-
lated to the Subsidiary, resulted in the following reclassifications
among the compoents of net assets at December 31, 2021:
                                       Total
                           Distributable                Paid-in-
                                 Earnings                 Capital
                                      (000)                   (000)
                                             $3                        $(3)

At December 31, 2021, the components of distributable earn-
ings for the Fund on a tax basis were as follows:
                          Undistributed       Undistributed
                                 Ordinary           Long-Term
                                   Income         Capital Gain
                                      (000)                   (000)
                                       $5,485                $77,635

J. Credit Facility: The Company and other Morgan Stan-
ley funds participated in a $300,000,000 committed, unse-
cured revolving line of credit facility (the “Facility”) with State
Street. This Facility is to be used for temporary emergency
purposes or funding of shareholder redemption requests. The
interest rate on borrowings is based on the federal funds rate
or 1 month LIBOR rate plus a spread. Effective April 19,
2021, the interest rate on borrowings is based on the federal
funds effective rate or overnight bank funding rate plus a
spread. The Facility also has a commitment fee of 0.25% per
annum based on the unused portion of the Facility. During
the year ended December 31, 2021, the Fund did not have
any borrowings under the Facility.
K. Other: At December 31, 2021, the Fund had record own-
ers of 10% or greater. Investment activities of these sharehold-
ers could have a material impact on the Fund. The aggregate
percentage of such owners was 54.6%.
L. Market Risk and Risks Relating to Certain
 Financial Instruments:
Bitcoin: The Fund may have exposure to bitcoin indirectly
through investments in GBTC, a privately offered investment
vehicle that invests in bitcoin. Cryptocurrencies (also referred
to as “virtual currencies” and “digital currencies”) are digital
assets designed to act as a medium of exchange. Although
cryptocurrency is an emerging asset class, there are thousands
of cryptocurrencies, the most well-known of which is bitcoin.
Cryptocurrency facilitates decentralized, peer-to-peer financial
exchange and value storage that is used like money, without
the oversight of a central authority or banks. The value of
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cryptocurrency is not backed by any government, corpora-
tion, or other identified body. Similar to fiat currencies (i.e., a
currency that is backed by a central bank or a national, supra-
national or quasi-national organization), cryptocurrencies are
susceptible to theft, loss and destruction. For example, the
bitcoin held by GBTC (and the Fund’s indirect exposure to
such bitcoin) is also susceptible to these risks. The value of the
GBTC investments in cryptocurrency is subject to fluctua-
tions in the value of the cryptocurrency, which have been and
may in the future be highly volatile. The value of cryptocur-
rencies is determined by the supply and demand for cryp-
tocurrency in the global market for the trading of
cryptocurrency, which consists primarily of transactions on
electronic exchanges. The price of bitcoin could drop precipi-
tously (including to zero) for a variety of reasons, including,
but not limited to, regulatory changes, a crisis of confidence,
flaw or operational issue in the bitcoin network or a change in
user preference to competing cryptocurrencies. The GBTC
exposure to cryptocurrency could result in substantial losses
to the Fund.
Market: The outbreak of the coronavirus (“COVID-19”)
and the recovery responses could adversely impact the opera-
tions of the Fund and its service providers and financial per-
formance of the Fund and the Fund’s investments. The extent
of such impact depends on future developments, including
(i) the duration and spread of the outbreak, (ii) the restric-
tions and advisories, (iii) the effects on the financial markets,
(iv) government and regulatory responses, and (v) the effects
on the economy overall as a result of developments such as
disruption to consumer demand, economic output and sup-
ply chains. The duration and extent of COVID-19 and asso-
ciated economic and market conditions and uncertainty over
the long term cannot be reasonably estimated at this time.
The ultimate impact of COVID-19 and the extent to which
the associated conditions impact the Fund will also depend
on future developments, which are highly uncertain, difficult
to accurately predict and subject to change at any time. If the
financial performance of the Fund’s investments is impacted
because of these factors for an extended period, the Fund’s in-
vestment results may be adversely affected.
Special Purpose Acquisition Companies (“SPAC”):
The Fund may invest in stock, warrants, and other securities
of SPACs or similar special purpose entities. A SPAC is typi-
cally a publicly traded company that raises investment capital
via an initial public offering (“IPO”) for the purpose of ac-
quiring the equity securities of one or more existing compa-
nies (or interests therein) via merger, combination, acquisition
or other similar transactions. The Fund may acquire an inter-
est in a SPAC in an IPO or a secondary market transaction.

Unless and until an acquisition is completed, a SPAC gener-
ally invests its assets (less a portion retained to cover expenses)
in U.S. government securities, money market securities and
cash. To the extent the SPAC is invested in cash or similar
 securities, this may negatively affect the Fund’s performance.
Because SPACs and similar entities are in essence blank check
companies without operating history or ongoing business
other than seeking acquisitions, the value of their securities is
particularly dependent on the ability of the entity’s manage-
ment to identify and complete a profitable acquisition. There
is no guarantee that the SPACs in which the Fund invests will
complete an acquisition or that any acquisitions that are com-
pleted will be profitable. Some SPACs may pursue acquisi-
tions only within certain industries or regions, which may
increase the volatility of their prices. In addition, these securi-
ties, which are typically traded in the over-the-counter mar-
ket, may be considered illiquid and/or be subject to
restrictions on resale.
Other risks of investing in SPACs include that a significant
portion of the monies raised by the SPAC may be expended
during the search for a target transaction; an attractive trans-
action may not be identified at all (or any requisite approvals
may not be obtained) and the SPAC may dissolve and be re-
quired to return any remaining monies to shareholders, caus-
ing the Fund to incur the opportunity cost of missed
investment opportunities the Fund otherwise could have ben-
efited from; a transaction once identified or effected may
prove unsuccessful and an investment in the SPAC may lose
value; the warrants or other rights with respect to the SPAC
held by the Fund may expire worthless or may be repurchased
or retired by the SPAC at an unfavorable price; and an invest-
ment in a SPAC may be diluted by additional later offerings
of interests in the SPAC or by other investors exercising exist-
ing rights to purchase shares of the SPAC. In addition, a
SPAC target company may have limited operating experience,
a smaller size, limited product lines, markets, distribution
channels and financial and managerial resources. Investing in
the securities of smaller companies involves greater risk, and
portfolio price volatility.
Private Investment in Public Equity: The Fund may ac-
quire equity securities of an issuer that are issued through a
PIPE transaction, including on a when-issued basis. The Fund
will generally earmark an amount of cash or high quality se-
curities equal (on a daily mark to market basis) to the amount
of its commitment to purchase the when-issued securities.
PIPE transactions typically involve the purchase of securities
directly from a publicly traded company or its affiliates in a
private placement transaction, including through a SPAC,
typically at a discount to the market price of the company’s
securities. There is a risk that if the market price of the

Notes to Consolidated Financial Statements (cont’d)
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 securities drops below a set threshold, the company may have
to issue additional stock at a significantly reduced price,
which may dilute the value of the Fund’s investment. Shares
in PIPEs generally are not registered with the SEC until after
a certain time period from the date the private sale is com-
pleted. This restricted period can last many months. Until the
public registration process is completed, PIPEs are restricted
as to resale and the Fund cannot freely trade the securities.
Generally, such restrictions cause the PIPEs to be illiquid dur-
ing this time. PIPEs may contain provisions that the issuer
will pay specified financial penalties to the holder if the issuer
does not publicly register the restricted equity securities
within a specified period of time, but there is no assurance
that the restricted equity securities will be publicly registered,
or that the registration will remain in effect.

Notes to Consolidated Financial Statements (cont’d)
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To the Shareholders and Board of Directors of
Morgan Stanley Variable Insurance Fund, Inc. —
Discovery Portfolio

Opinion on the Financial Statements

We have audited the accompanying consolidated statement of assets and liabilities of Discovery Portfolio (the “Fund”) (one of
the funds constituting the Morgan Stanley Variable Insurance Fund, Inc. (the “Company”)), including the consolidated
portfolio of investments, as of December 31, 2021, and the related consolidated statements of operations and changes in net
assets for the year then ended and the statement of changes in net assets for the year ended December 31, 2020, the consolidated
financial highlights for the year ended December 31, 2021 and the financial highlights for each of the four years in the period
ended December 31, 2020 and the related notes (collectively referred to as the “financial statements”). In our opinion, the
financial statements present fairly, in all material respects, the consolidated financial position of Discovery Portfolio (one of the
funds constituting the Morgan Stanley Variable Insurance Fund, Inc.) at December 31, 2021, the consolidated results of its
operations and the consolidated changes in its net assets for the year then ended and the changes in its net assets for the year
ended December 31, 2020 and its consolidated financial highlights for the year ended December 31, 2021 and its financial
highlights for each of the four years in the period ended December 31, 2020, in conformity with U.S. generally accepted
accounting principles.

Basis for Opinion

These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on the Fund’s consolidated financial statements based on our audits. We are a public accounting firm registered with the
Public Company Accounting Oversight Board (United States) (“PCAOB”) and are required to be independent with respect to
the Company in accordance with the U.S. federal securities law and the applicable rules and regulations of the Securities and
Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to
error or fraud. The Company is not required to have, nor were we engaged to perform, an audit of the Company’s internal
control over financial reporting. As part of our audits, we are required to obtain an understanding of internal control over
financial reporting, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control over
financial reporting. Accordingly, we express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the consolidated financial statements,
whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a
test basis, evidence regarding the amounts and disclosures in the consolidated financial statements. Our procedures included
confirmation of securities owned as of December 31, 2021 by correspondence with the custodian and others or by other
appropriate auditing procedures where replies from others were not received. Our audits also included evaluating the accounting
principles used and significant estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements. We believe that our audits provide a reasonable basis for our opinion.

We have served as the auditor of one or more Morgan Stanley investment companies since 2000.
Boston, Massachusetts 
February 18, 2022

Report of Independent Registered Public Accounting Firm
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In compliance with Rule 22e-4 under the Investment Company Act of 1940, as amended (the “Liquidity Rule”), the Fund has
adopted and implemented a liquidity risk management program (the “Program”), which is reasonably designed to assess and
manage the risk that the Fund could not meet requests to redeem shares issued by the Fund without significant dilution of
remaining investors’ interests in the Fund (i.e., liquidity risk). The Fund’s Board of Directors (the “Board”) previously approved
the designation of the Liquidity Risk Subcommittee (the “LRS”) as Program administrator. The LRS is comprised of
representatives from various divisions within Morgan Stanley Investment Management.

At a meeting held on March 3-4, 2021, the Board reviewed a written report prepared by the LRS that addressed the Program’s
operation and assessed its adequacy, and effectiveness of implementation for the period from January 1, 2020, through
December 31, 2020, as required under the Liquidity Rule, and discussed the impact of the COVID-19 pandemic on liquidity
and the LRS’s assessment of liquidity risk during the reporting period, including during the distressed market environment
caused by the onset of the COVID-19 pandemic. The report concluded that the Program operated effectively and was
adequately and effectively implemented in all material aspects, and that the relevant controls and safeguards were appropriately
designed to enable the LRS to administer the Program in compliance with the Liquidity Rule.

In accordance with the Program, the LRS assessed each Fund’s liquidity risk no less frequently than annually taking into
consideration certain factors, as applicable, such as (i) investment strategy and liquidity of portfolio investments, (ii) short-term
and long-term cash flow projections and (iii) holdings of cash and cash equivalents and borrowing arrangements and other
funding sources. Certain factors are considered under both normal and reasonably foreseeable stressed conditions.

Each Fund portfolio investment is classified into one of four liquidity categories, which classification is assessed at least monthly
by the LRS. The classification is based on a determination of the number of days it is reasonably expected to take to convert the
investment into cash, or sell or dispose of the investment, in current market conditions without significantly changing the
market value of the investment. Liquidity classification determinations take into account various market, trading and
investment-specific considerations, as well as market depth, and in some cases utilize third-party vendor data.

The Liquidity Rule limits a fund’s investments in illiquid investments to 15% of its net assets and requires funds that do not
primarily hold assets that are highly liquid investments to determine and maintain a minimum percentage of the fund’s net assets
to be invested in highly liquid investments (highly liquid investment minimum or “HLIM”). The LRS believes that the Program
includes provisions reasonably designed to review, monitor and comply with the 15% limit on illiquid investments and for
determining, periodically reviewing and complying with the HLIM requirement, as applicable.

There can be no assurance that the Program will achieve its objectives under all circumstances in the future. Please refer to the
Fund’s prospectus for more information regarding the Fund’s exposure to liquidity risk and other risks to which it may be
subject.

Liquidity Risk Management Program (unaudited)
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For federal income tax purposes, the following information is furnished with respect to the distributions paid by the Fund
during its taxable year ended December 31, 2021.
The Fund designated and paid approximately $115,730,000 as a long-term capital gain distribution.
In January, the Fund provides tax information to shareholders for the preceding calendar year.

Federal Tax Notice (unaudited)
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Independent Directors:
                                                                                                                                                                            Number of    
                                                                                                                                                                            Funds            
                                                                                                                                                                            in Fund         
                                                                                                                                                                            Complex        
                                                                                                                                                                            Overseen       
                                              Position(s)    Length of                                                                                              by                
Name, Address and Birth         Held with     Time          Principal Occupation(s) During Past 5 Years and                     Independent  Other Directorships Held by Independent
Year of Independent Director     Registrant    Served*     Other Relevant Professional Experience                                 Director**     Director During Past 5 Years***         

         

         

         

Director of Naval and Nuclear Technologies
LLP; Director Emeritus of the Armed
Services YMCA; Member of the National
Security Advisory Council of the Center for
U.S. Global Engagement and a member of
the CNA Military Advisory Board; Chairman
of Fairhaven United Methodist Church;
Member of the Board of Advisors of the
Dolphin Scholarship Foundation; Director of
other various nonprofit organizations;
formerly, Director of BP, plc
(November 2010-May 2019).

77President, Strategic Decisions, LLC (consulting) (since
February 2009); Director or Trustee of various Morgan
Stanley Funds (since August 2006); Chairperson of the
Compliance and Insurance Committee (since
October 2015); formerly, Chairperson of the Insurance Sub-
Committee of the Compliance and Insurance Committee
(2007-2015); served as President and Chief Executive
Officer of the Nuclear Energy Institute (policy organization)
(February 2005-November 2008); retired as Admiral, U.S.
Navy after serving over 38 years on active duty including
8 years as Director of the Naval Nuclear Propulsion Program
in the Department of the Navy and the U.S. Department of
Energy (1996-2004); served as Chief of Naval Personnel
(July 1994-September 1996) and on the Joint Staff as
Director of Political Military Affairs (June 1992-July 1994);
knighted as Honorary Knight Commander of the Most
Excellent Order of the British Empire; awarded the Officier
de l’Orde National du Mérite by the French Government;
elected to the National Academy of Engineering (2009).

Since
August
2006

DirectorFrank L. Bowman
c/o Perkins Coie LLP
Counsel to the Independent
Directors
1155 Avenue of the Americas
22nd Floor
New York, NY 10036
Birth Year: 1944

Board Member, University of Albany
Foundation (2012-present); Board Member,
Mutual Funds Directors Forum (2014-
present); Director of various non-profit
organizations.

77Chairperson of the Governance Committee (since
January 2021), Chairperson of the Liquidity and Alternatives
Sub-Committee of the Investment Committee (2006-2020)
and Director or Trustee of various Morgan Stanley Funds
(since August 2006); President, Cedarwood Associates
(mutual fund and investment management consulting) (since
July 2006); formerly, Senior Managing Director of Victory
Capital Management (1993-2006).

Since
August
2006

DirectorKathleen A. Dennis
c/o Perkins Coie LLP
Counsel to the Independent
Directors
1155 Avenue of the Americas
22nd Floor
New York, NY 10036
Birth Year: 1953

Formerly, Member of Virginia Commonwealth
University School of Business Foundation
(2005-2016); Member of Virginia
Commonwealth University Board of Visitors
(2013-2015); Member of Committee on
Directors for Emerging Markets Growth
Fund, Inc. (2007-2010); Chairperson of
Performance Equity Management, LLC
(2006-2010); and Chairperson, GMAM
Absolute Return Strategies Fund, LLC
(2006-2010).

78Chairperson of the Equity Investment Committee (since
January 2021); Director or Trustee of various Morgan
Stanley Funds (since January 2015); Chief Executive Officer,
Virginia Commonwealth University Investment Company
(since November 2015); Owner, OBIR, LLC (institutional
investment management consulting) (since June 2014);
formerly, Managing Director, BlackRock, Inc.
(February 2011-December 2013) and Chief Executive
Officer, General Motors Asset Management (a/k/a Promark
Global Advisors, Inc.) (June 2005-May 2010).

Since
January
2015

DirectorNancy C. Everett
c/o Perkins Coie LLP
Counsel to the Independent 
Directors
1155 Avenue of the Americas
22nd Floor
New York, NY 10036
Birth Year: 1955

Director and Officer Information (unaudited)
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Independent Directors (cont’d):
                                                                                                                                                                            Number of    
                                                                                                                                                                            Funds            
                                                                                                                                                                            in Fund         
                                                                                                                                                                            Complex        
                                                                                                                                                                            Overseen       
                                              Position(s)    Length of                                                                                              by                
Name, Address and Birth         Held with     Time          Principal Occupation(s) During Past 5 Years and                     Independent  Other Directorships Held by Independent
Year of Independent Director     Registrant    Served*     Other Relevant Professional Experience                                 Director**     Director During Past 5 Years***         

         

         

         

         

Director, Barnes Group Inc. (since July 2021);
Director of Cincinnati Bell Inc. and Member,
Audit Committee and Chairman, Governance
and Nominating Committee; Director of
Service Corporation International and
Member, Audit Committee and Investment
Committee; Director of Northern Kentucky
University Foundation and Member,
Investment Committee; Member of Chase
College of Law Transactional Law Practice
Center Board of Advisors; Director of Best
Transport; Director of Chase College of Law
Board of Visitors; formerly, Member,
University of Cincinnati Foundation Investment
Committee; Member, Miami University Board
of Visitors (2008-2011); Trustee of Victory
Funds (2005-2008) and Chairman,
Investment Committee (2007-2008) and
Member, Service Provider Committee
(2005-2008).

78Director or Trustee of various Morgan Stanley Funds (since
January 2015); Chairman, Opus Capital Group (since 1996);
formerly, Chief Executive Officer, Opus Capital Group
(1996-2019); Director, Capvest Venture Fund, LP
(May 2000-December 2011); Partner, Adena Ventures, LP
(July 1999-December 2010); Director, The Victory Funds
(February 2005-July 2008).

Since
January
2015

DirectorJakki L. Haussler
c/o Perkins Coie LLP
Counsel to the Independent 
Directors
1155 Avenue of the Americas
22nd Floor
New York, NY 10036
Birth Year: 1957

Director of NVR, Inc. (home construction).77Senior Partner, Johnson Smick International, Inc. (consulting
firm); Chairperson of the Fixed Income, Liquidity and
Alternatives Investment Committee (since January 2021),
Chairperson of the Investment Committee (2006-2020) and
Director or Trustee of various Morgan Stanley Funds (since
July 1991); Co-Chairman and a founder of the Group of
Seven Council (G7C) (international economic commission);
formerly, Chairperson of the Audit Committee (July 1991-
September 2006); Vice Chairman of the Board of Governors
of the Federal Reserve System and Assistant Secretary of
the U.S. Treasury.

Since
July 1991

DirectorDr. Manuel H. Johnson
c/o Johnson Smick
International, Inc.
220 I Street, NE Suite 200
Washington, D.C. 20002
Birth Year: 1949

Director, Rubicon Investments (since
February 2019); Prior to August 2016,
Director of Electro Rent Corporation
(equipment leasing); Prior to December 31,
2013, Director of The Ford Family
Foundation.

78Senior Adviser, Kearns & Associates LLC (investment
consulting); Chairperson of the Audit Committee (since
October 2006) and Director or Trustee of various Morgan
Stanley Funds (since August 1994); formerly, Deputy
Chairperson of the Audit Committee (July 2003-
September 2006) and Chairperson of the Audit Committee
of various Morgan Stanley Funds (since August 1994); CFO
of the J. Paul Getty Trust (1982-1999).

Since
August
1994

DirectorJoseph J. Kearns
c/o Perkins Coie LLP
Counsel to the Independent 
Directors 
1155 Avenue of the Americas
22nd Floor
New York, NY 10036
Birth Year: 1942

Director of certain investment funds
managed or sponsored by Aetos Alternatives
Management, LP; Director of Sanitized AG
and Sanitized Marketing AG (specialty
chemicals).

77Chairperson of the Risk Committee (since January 2021);
Managing Director, Aetos Alternatives Management, LP
(since March 2000); Co-President, Aetos Alternatives
Management, LP (since January 2004) and Co-Chief
Executive Officer of Aetos Alternatives Management, LP
(since August 2013); Chairperson of the Fixed Income Sub-
Committee of the Investment Committee (2006-2020) and
Director or Trustee of various Morgan Stanley Funds (since
August 2006); formerly, Managing Director, Morgan
Stanley & Co. Inc. and Morgan Stanley Dean Witter
Investment Management and President, various Morgan
Stanley Funds (June 1998-March 2000); Principal, Morgan
Stanley & Co. Inc. and Morgan Stanley Dean Witter
Investment Management (August 1997-December 1999).

Since
August
2006

DirectorMichael F. Klein
c/o Perkins Coie LLP
Counsel to the Independent 
Directors
1155 Avenue of the Americas
22nd Floor
New York, NY 10036
Birth Year: 1958

Director and Officer Information (unaudited) (cont’d)
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Independent Directors (cont’d):
                                                                                                                                                                            Number of    
                                                                                                                                                                            Funds            
                                                                                                                                                                            in Fund         
                                                                                                                                                                            Complex        
                                                                                                                                                                            Overseen       
                                              Position(s)    Length of                                                                                              by                
Name, Address and Birth         Held with     Time          Principal Occupation(s) During Past 5 Years and                     Independent  Other Directorships Held by Independent
Year of Independent Director     Registrant    Served*     Other Relevant Professional Experience                                 Director**     Director During Past 5 Years***         

         

         

         

         

* This is the earliest date the Director began serving the Morgan Stanley Funds. Each Director serves an indefinite term, until his or her successor is elected.
** The Fund Complex includes (as of December 31, 2021) all open-end and closed-end funds (including all of their portfolios) advised by Morgan Stanley Investment

Management Inc. (the “Adviser”) and any funds that have an adviser that is an affiliated person of the Adviser (including, but not limited to, Morgan Stanley AIP GP LP).
*** This includes any directorships at public companies and registered investment companies held by the Director at any time during the past five years.

Trustee, Nutley Family Service Bureau, Inc.
(since January 2022).

78Director or Trustee of various Morgan Stanley Funds (since
January 2017); Managing Director, JPMorgan Asset
Management (2004-2016); Oversight and Control Head of
Fiduciary and Conflicts of Interest Program (2015-2016);
Chief Control Officer — Global Asset Management (2013-
2015); President, JPMorgan Funds (2010-2013); Chief
Administrative Officer (2004-2013); various other positions
including Treasurer and Board Liaison (since 2001).

Since
January
2017

DirectorPatricia A. Maleski
c/o Perkins Coie LLP
Counsel to the Independent 
Directors 
1155 Avenue of the Americas 
22nd Floor 
New York, NY 10036 
Birth Year: 1960

Formerly, Director of Legg Mason, Inc.
(2006-2019); and Director of the Auburn
University Foundation (2010-2015).

77Chair of the Boards of various Morgan Stanley Funds (since
August 2020); Director or Trustee of various Morgan
Stanley Funds (since August 2006); formerly, Vice Chair of
the Boards of various Morgan Stanley Funds (January 2020-
August 2020); President and Chief Executive Officer of
General Motors Asset Management; Chairman and Chief
Executive Officer of the GM Trust Bank and Corporate Vice
President of General Motors Corporation (August 1994-
December 2005).

Chair of
the Board
since
August
2020 and
Director
since
August
2006

Chair of
the Board
and
Director

W. Allen Reed
c/o Perkins Coie LLP
Counsel to the Independent 
Directors
1155 Avenue of the Americas
22nd Floor
New York, NY 10036
Birth Year: 1947

Frances L. Cashman
c/o Perkins Coie LLP
Counsel to the Independent 
Directors
1155 Avenue of the Americas
22nd Floor
New York, NY 10036
Birth Year: 1961

Advisory
Board
Member

Advisory
Board
Member
Since
January
2022

Chief Executive Officer, Asset Management Division,
Euromoney Institutional Investor PLC (financial information)
(May 2021-Present); Executive Vice President and various
other roles, Legg Mason & Co. (asset management) (2010-
2020); Managing Director, Stifel Nicolaus (2005-2010).

78 Trustee and Investment Committee Member,
Georgia Tech Foundation (Since June 2019);
Trustee and Chair of Marketing Committee,
Loyola Blakefield (Since September 2017);
Trustee, MMI Gateway Foundation (since
September 2017); Director and Investment
Committee Member, Catholic Community
Foundation Board (2012-2018); Director and
Investment Committee Member, St. Ignatius
Loyola Academy (2011-2017).

Eddie A. Grier
c/o Perkins Coie LLP
Counsel to the Independent 
Directors
1155 Avenue of the Americas
22nd Floor
New York, NY 10036
Birth Year: 1955

Advisory
Board
Member

Advisory
Board
Member
Since
January
2022

Dean, Santa Clara University Leavey School of Business
(since April 2021); Dean, Virginia Commonwealth University
School of Business (2010-2021); President and various
other roles, Walt Disney Company (entertainment and
media) (1981-2010).

78 Director, Witt/Keiffer, Inc. (executive search)
(since 2016); Director, NuStar GP, LLC
(energy) (since August 2021); Director,
Sonida Senior Living, Inc. (residential
community operator) (2016-2021); Director,
NVR, Inc. (homebuilding) (2013-2020);
Director, Middleburg Trust Company (wealth
management) (2014-2019); Director Colonial
Williamsburg Company (since 2012); Regent,
University of Massachusetts Global (since
2021); Director and Chair, ChildFund
International (2012-2021); Trustee,
Brandman University (2010-2021); Director,
Richmond Forum (2012-2019).

Director and Officer Information (unaudited) (cont’d)
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Executive Officers:
                                                                  Position(s)                                 
Name, Address and Birth Year of                   Held with           Length of          
Executive Officer                                           Registrant         Time Served*    Principal Occupation(s) During Past 5 Years   

   

   

   

   

   

* This is the earliest date the officer began serving the Morgan Stanley Funds. Each officer serves an indefinite term, until his or her successor is elected.

John H. Gernon
522 Fifth Avenue
New York, NY 10036
Birth Year: 1963

President and
Principal
Executive
Officer

Since
September
2013

President and Principal Executive Officer of the Equity and Fixed Income Funds and the Morgan
Stanley AIP Funds (since September 2013) and the Liquidity Funds and various money market
funds (since May 2014) in the Fund Complex; Managing Director of the Adviser.

Deidre A. Downes
1633 Broadway
New York, NY 10019
Birth Year: 1977

Chief
Compliance
Officer

Since
November
2021

Executive Director of the Adviser (since January 2021) and Chief Compliance Officer of various
Morgan Stanley Funds (since November 2021). Formerly, Vice President and Corporate Counsel at
PGIM and Prudential Financial (October 2016 -December 2020).

Francis J. Smith
522 Fifth Avenue
New York, NY 10036
Birth Year: 1965

Treasurer and
Principal
Financial
Officer

Treasurer
since July
2003 and
Principal
Financial
Officer since
September
2002

Managing Director of the Adviser and various entities affiliated with the Adviser; Treasurer (since
July 2003) and Principal Financial Officer of various Morgan Stanley Funds (since
September 2002).

Mary E. Mullin
1633 Broadway
New York, NY 10019
Birth Year: 1967

Secretary Since
June 1999

Managing Director of the Adviser; Secretary of various Morgan Stanley Funds (since June 1999).

Michael J. Key
522 Fifth Avenue
New York, NY 10036
Birth Year: 1979

Vice President Since
June 2017

Vice President of the Equity and Fixed Income Funds, Liquidity Funds, various money market funds
and the Morgan Stanley AIP Funds in the Fund Complex (since June 2017); Executive Director of
the Adviser; Head of Product Development for Equity and Fixed Income Funds (since August 2013).

Director and Officer Information (unaudited) (cont’d)
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Reporting to Shareholders

Each Morgan Stanley fund provides a complete schedule of portfolio holdings in its Semi-Annual and the Annual Reports within 60 days of the end of the
fund’s second and fourth fiscal quarters. The Semi-Annual and Annual Reports are filed electronically with the Securities and Exchange Commission (“SEC”)
on Form N-CSRS and Form N-CSR, respectively. Morgan Stanley also delivers the Semi-Annual and Annual Reports to fund shareholders and makes these
reports available on its public website, www.morganstanley.com/im/shareholderreports. Each Morgan Stanley non-money market fund also files a complete
schedule of portfolio holdings with the SEC for the fund’s first and third fiscal quarters as an attachment to Form N-PORT. Morgan Stanley does not deliver
the reports for the first and third fiscal quarters to shareholders, but makes the complete schedule of portfolio holdings for the fund’s first and third fiscal
quarters available on its public website. The holdings for each money market fund are also posted to the Morgan Stanley public website. You may obtain
the Form N-PORT filings (as well as the Form N-CSR and N-CSRS filings) by accessing the SEC’s website, www.sec.gov. You can also request copies of
these materials, upon payment of a duplicating fee, by electronic request at the SEC’s email address (publicinfo@sec.gov).

Proxy Voting Policies and Procedures and Proxy Voting Record

You may obtain a copy of the Company’s Proxy Voting Policy and Procedures and information regarding how the Company voted proxies relating to portfolio
securities during the most recent twelve-month period ended June 30, without charge, upon request, by calling toll free 1 (800) 548-7786 or by visiting our
website at www.morganstanley.com/im/shareholderreports. This information is also available on the SEC’s website at www.sec.gov.

This report is submitted for the general information of the shareholders of the Fund. For more detailed information about the Fund, its fees and expenses
and other pertinent information, please read its Prospectus. The Company’s Statement of Additional Information contains additional information about the
Fund, including its Directors. It is available, without charge, by calling 1 (800) 548-7786.

Householding Notice

To reduce printing and mailing costs, the Fund attempts to eliminate duplicate mailings to the same address. The Fund delivers a single copy of certain
shareholder documents, including shareholder reports, prospectuses and proxy materials, to investors with the same last name who reside at the same
address. Your participation in this program will continue for an unlimited period of time unless you instruct us otherwise. You can request multiple copies of
these documents by calling (800) 548-7786, 8:00 a.m. to 6:00 p.m., ET. Once our Customer Service Center has received your instructions, we will begin
sending individual copies for each account within 30 days.

This report is not authorized for distribution to prospective investors in the Fund unless preceded or accompanied by an effective
Prospectus. Read the Prospectus carefully before investing.

Adviser and Administrator
Morgan Stanley Investment Management Inc.
522 Fifth Avenue
New York, New York 10036

Distributor
Morgan Stanley Distribution, Inc.
522 Fifth Avenue
New York, New York 10036

Dividend Disbursing and Transfer Agent
DST Asset Manager Solutions, Inc.
2000 Crown Colony Drive
Quincy, Massachusetts 02169

Custodian
State Street Bank and Trust Company
One Lincoln Street
Boston, Massachusetts 02111

Legal Counsel
Dechert LLP
1095 Avenue of the Americas
New York, New York 10036

Counsel to the Independent Directors
Perkins Coie LLP
1155 Avenue of the Americas,
22nd Floor
New York, New York 10036

Independent Registered Public Accounting Firm
Ernst & Young LLP
200 Clarendon Street
Boston, Massachusetts 02116
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