MARKET-LINKED PRODUCTS
MORGAN STANLEY MAP TREND INDEX
Strategy Overview

Index Overview

The Morgan Stanley MAP Trend Index (the “Index”) employs an
investment strategy that aims to build a liquid and risk-balanced
portfolio. The Index:

Ticker/RIC:

MSUSMAPT

Index Sponsor:

Morgan Stanley

Calculation Agent:

Morgan Stanley &
Co. LLC

Index Type:

Excess Return

Currency:

USD

Index Components:

21 (as of 3/7/2019)

Volatility Target:

5%

Index Live Date:

March 7, 2017

• Provides exposure to liquid US-listed ETFs of US and foreign
equities, US fixed income, and alternatives such as gold, oil, US
dollar and REITS, and has the potential for an allocation to a 2-year
US Treasuries Index.
• Employs a disciplined, pre-determined rules-based investing
approach with the intent of dynamically investing in assets that
exhibit upward trends and paring back investments during market
downturns, as well as considering counter-trends or reversals in
trend during short-term horizons of equities and alternatives.
• Aims to control risk daily by applying a volatility control overlay
whereby the Index adjusts the exposure to the selected portfolio
based on a ratio of 5% to the historical realized volatility. The Index’s
total exposure to the ETF assets is capped at 125% and any unused
portion below 100% is moved to a 2-Year Treasury.
• Is calculated on an excess return basis. Specifically, the level of the
Index is determined by the weighted return of the notional portfolio
of index components, reduced by the return on an equivalent cash
investment receiving the 3-month LIBOR and further reduced by a
servicing cost of 0.85% per annum.

Why Is Dynamic Allocation Important?
In different market environments, dynamic allocation can help to
achieve more steady returns as the allocation to each asset will be
adjusted across different parts of a market cycle. With dynamic
allocation, the Index is able to react to changes in market conditions
over time and aims for more stable returns.

Implementing a Trend-Following Investment
Strategy
The trend-following investment philosophy means “cut your
losses” and “let your profits run on.” Developed by an English
political economist, David Ricardo, in the 1700s, this investment
style is largely behavioral according to price movements and
market uptrends and downtrends.1

1 MAP Trend Brochure. Morgan Stanley, p 3.
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Index Components*
ASSET CLASS/ETF
EQUITIES
CORE
SPDR S&P 500
PowerShares QQQ ETF
iShares Russell 2000
iShares MSCI EAFE
iShares MSCI Emerging Markets
OTHERS
iShares Edge MSCI Minimum Volatility USA
iShares Nasdaq Biotechnology
iShares Select Dividend
FIXED INCOME
CORE
iShares 20+ Year Treasury Bond
iShares 7-10 Year Treasury Bond
iShares iBoxx High-Yield Corporate Bond
iShares iBoxx Investment Grade Corporate Bond
iShares Core US Aggregate Bond

TICKER MAX EXPOSURE

SPY
QQQ
IWM
EFA
EEM

25%
25%
25%
5%
5%

USMV
IBB
DVY

5%
5%
3%

TLT
IEF
HYG
LQD
AGG

ASSET CLASS/ETF
OTHERS
iShares TIPS Bond
iShares JPMorgan USD Emerging Markets Bond
iShares US Preferred Stock
ALTERNATIVES
SPDR Gold Shares
Unites States Oil
Vanguard REIT ETF
The PowerShares DB US Dollar Index Bullish Fund
SHORT TERM TREASURIES
2-Year US Treasury Index

TICKER MAX EXPOSURE
TIP
EMB
PFF

5%
5%
3%

GLD
USO
VNQ
UUP

10%
10%
10%
10%

Any excess budget

100%

25%
25%
25%
5%
5%

*As of May 23, 2019.

Index Construction

Step 1 Compute Risk Budget Weights

The historical realized volatility of each ETF asset is calculated by giving
more weight to more recent data. The risk budget weight for each ETF is
proportional to its liquidity-driven maximum allowable exposure and the
inverse of it realized volatility. More weight is given to lower-volatility
assets and vice versa. Risk budget weights are normalized at 100%.

Step 2 Analyze Asset Price Trends

Each day, the recent price trend of each ETF is monitored by comparing
the current ETF price to its short-term and long-term exponential
moving averages. A range from 0 to 1 is the average of a long-term
and short-term measure, with smoothing if necessary.

Step 3 Determining Portfolio Weights

Trend signals from Step 2 are combined with normalized risk budget
weights from Step 1 to derive the portfolio weights and each ETF is
assigned this weight. Any remaining weight is assigned to the 2-Year US
Treasury Index, such that the total assigned weights sum 100%.

Step 4 Applying Volatility Target
Broad
Diversification

Risk
Balancing

On a daily basis, a volatility control overlay is applied whereby the Index
adjusts the exposure to the selected portfolio based on a ratio of 5% to
the historical realized volatility. The index’s total exposure to the ETF
assets is capped at 125%. Any unused portion below 100% is allocated
to the 2-Year US Treasury.

Calculating the Index Value

Risk
Stabilization

Trend
Allocations

Is calculated on an excess return basis. Specifically, the level of the
Index is determined by the weighted return of the notional portfolio of
index components, reduced by the return on an equivalent cash
investment receiving the 3-month LIBOR and further reduced by a
servicing cost of 0.85% per annum.
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This presentation has been prepared by Incapital LLC or an affiliate thereof (“Incapital”). This material is for financial institutional or
financial advisor use only and may not be distributed to any retail investor or other third-party. This presentation is for general
information purposes only and should not be construed as specific tax, legal or investment advice. The information in this presentation is
subject to change without notice. Incapital does not warrant the accuracy or completeness of any information contained herein and
provides no assurance that this information is, in fact, accurate. Data provided by third-party sources is believed to be reliable and there
is no representation or warranty as to the current accuracy of, or liability for, decisions made based on this material. Neither Incapital
LLC, its affiliates nor its partners make any representations or guarantees as to the accuracy or completeness of data from third-party
sources.
Incapital LLC and its affiliates explicitly disclaim any responsibility for product suitability or suitability determinations related to individual
investors. This information should not be regarded by recipients as a substitute for the exercise of their own independent judgment and
the information provided herein is not an offer, solicitation or a recommendation to buy, sell or hold any security or investment strategy.
There can be no assurance that the investments shown herein were or will be profitable, and this material does not take into account any
investor’s particular investment objectives, financial situation, particular needs, strategies, tax status or time horizon.
Specific investment terms are for illustration purposes only and may not reflect the actual terms of an investment product available for
purchase from Incapital. This presentation may not contain a complete discussion of investment terms or risks and you should only rely
on the information contained in relevant prospectus and/or offering documentation prior to purchasing an investment product or making
a recommendation to a customer. A copy of the relevant registration statement, terms sheet, pricing supplement, preliminary official
statement (POS) and official statement (OS), financial reports and/or other offering information for registered securities and certain
exempt securities may be found at the SEC’s (http://www.sec.gov/edgar.shtml) EDGAR database.
Past performance is no guarantee of future results. All investments carry a certain degree of risk and there is no assurance that an
investment will provide positive performance over any time period. Different time periods and market conditions may result in
significantly different outcomes. The opinions expressed herein are for informational purposes only as of the date of writing and may
change at any time based on market or other conditions and may not come to pass. These views may differ from other investment
professionals at Incapital LLC, its affiliates and its partners. These views are not intended to be relied upon as investment advice or
recommendations, do not constitute a solicitation to buy or sell securities and should not be considered specific legal, investment or tax
advice.
This material may include discussions of securities or financial products that Incapital may have positions, long or short, or held
proprietarily. Incapital may execute transactions which may not be consistent with any discussion or conclusion contained herein.
Incapital may also have received compensation for performing investment banking services or be (or has previously been) engaged in
soliciting or performing other services for the issuer(s) of the securities discussed herein. Further, Incapital may have received
compensation as a manager or co-manager in a public offering for the issuer(s) mentioned herein.
The investment products discussed herein are considered complex investment products. Such products contain unique features, risks,
terms, conditions, fees, charges and expenses specific to each product. The overall performance of the product is dependent upon the
performance of an underlying or linked derivative financial instrument, formula, or strategy. Return of principal is not guaranteed and is
subject to the credit risk of the issuer. Investments in complex products are subject to the risks of the underlying reference asset classes
to which the producst may be linked, which include, but are not limited to, market risk, liquidity risk, call risk, income risk as well as other
risks associated with foreign, developing or emerging markets, such as currency, political, and economic risks. Depending upon the
particular complex product, participation in any underlying Market-Linked Product is subject to certain caps and restrictions. Any
investment product with leverage associated may work for or against the investor. Market-Linked Products are subject to the credit risk
of the issuer. Investors who sell complex products or Market-Linked CDs or Principal Protected Notes prior to maturity are subject
to the risk of loss of principal, as there may not be an active secondary market. You should not purchase a complex investment product
until you have read the specific offering documentation and understand the specific investment terms, features, risks, fees, charges and
expenses of such investment.
The information contained herein does not constitute an offer to sell or a solicitation of an offer to buy securities. Investment
products described herein may not be offered for sale in any state or jurisdiction in which such an offer, solicitation or sale would
be unlawful or prohibited by the specific offering documentation.
©2019 Incapital. All rights reserved. Securities offered through Incapital LLC, Member FINRA/SIPC.
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