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The information in this presentation is confidential. The following materials (the “Discussion Materials”) are strictly confidential. By acceptance of the Discussion Materials you agree to keep them confidential and not to disclose them to anyone except to 
(i) your legal, tax and financial advisors who agree to maintain these materials in confidence or (ii) a government official upon request, if entitled to such information pursuant to a judicial or governmental order. However, a prospective investor and its
employees, representatives and advisors may disclose to any person, without limitation of any kind, the U.S. federal income tax treatment of the transactions and relationships contemplated herein, and distribution of related tax opinions or other materials
concerning the tax structure. The Discussion Materials should not be photocopied, reproduced or delivered to any person without the prior permission of Morgan Stanley.

This presentation is not an offer to sell nor a solicitation of an offer to buy. The Discussion Materials are not an offer to sell a security nor the solicitation of an offer to buy a security. The Discussion Materials are designed to provide information on the 
past performance of Morgan Stanley’s real estate, private equity, and/or other sponsored funds and investment products (each a “Fund” and collectively, the “Funds”). No particular fund is being offered by way of this presentation. Any offer would only be 
made by means of an offering memorandum, which will contain a detailed description of the offered Fund, including the material terms of constituent documents, certain risk factors and potential conflicts of interest relating to an investment in such Fund. 
Offers and sales of interests in any such Fund will not be registered under the laws of any jurisdiction and will be made solely to “qualified purchasers” as defined in Section 2(a)(51)(A) of the Investment Company Act of 1940 and “accredited investors” as 
defined in Regulation D under the Securities Act of 1933. These Discussion Materials are not, in any way, a recommendation or commitment on the part of Morgan Stanley.

Prospective Investors must read the applicable Offering Memorandum. In deciding whether to invest in a Fund, prospective investors should read the applicable Offering Memorandum for the Fund they are considering investing in, including the 
information about risks associated with an investment in the Fund, conflicts of interest between the Fund and Morgan Stanley and the material terms of the Fund’s constituent documents. Prospective investors should rely solely on the applicable Offering 
Memorandum, and should not rely on any other materials, including the Discussion Materials, or any oral statements in making their investment decision. Although reasonable care has been taken to ensure that the facts an opinions given in these Discussion 
Materials are fair and accurate, Morgan Stanley has not independently verified the Discussion Materials and no warranty, express or implied, is made as to the accuracy, completeness, correctness or fairness of the information, opinions or estimates and 
projections contained in these Discussion Materials. No responsibility or liability, whether direct or indirect, express or implied, contractual or otherwise, can be accepted by the Funds or Morgan Stanley for the contents or accuracy of these Discussion 
Materials or any omission from these Discussion Materials.

Prospective investors should obtain advice from their own advisers. Potential investors should not construe the contents of this document as financial, legal, accounting or tax advice or information necessarily applicable to each investor’s particular 
financial situation. Each potential investor should consult with its independent financial advisor, lawyer or accountant as to legal, tax and related matters to which it may be subject under the laws of the country of residence or domicile concerning the 
acquisition, holding or disposition of any investment in a Fund.

This presentation contains projected and historical financial results. While the projected results are based on cash flow projections and assumptions which Morgan Stanley believes are reasonable, there can be no assurance that such results will actually be 
realized in any subsequent Fund. Moreover, the targeted returns listed here may not reflect the returns targeted by a subsequent Fund, as targeted returns can vary significantly based on the investment strategy of a Fund. Additionally, the actual investments 
made by any subsequent Fund may differ substantially from the investments made by the prior funds or may be made under different market conditions. Accordingly, there can be no assurance that the investment performance of a subsequent Fund will be 
comparable to the historical or projected performance of the prior funds. 

Historical performance is not an indication of future results. Losses can result from investment in real estate. To the extent target returns are indicated, there can be no assurance that such targets will not change, that target returns will be achieved or that 
there will not be loss of principal. 

Projections and Other Forward-Looking Statements are inherently uncertain. Any statements that are not historical facts are forward-looking statements that involve risks and uncertainties. Sentences or phrases that use such words as “believe,”
“anticipate,” “plan,” “may,” “hope,” “can,” “will,” “expect,” “should,” “goal,” “objective,” “projected” and similar expressions also identify forward-looking statements, but their absence does not mean that a statement is not forward-looking. Readers should 
be aware that return projections, other forward-looking statements, and statements regarding the sponsor’s assessment of the market are by their nature uncertain insofar as actual realized returns or other projected results can change quickly based on, among 
other things, unexpected market movements, changes in interest rates, legislative or regulatory developments, errors in strategy execution, acts of God, and other asset-level developments.  Portfolio “profiles” by property type, location, investment structure, 
leverage or return for blind pool or partially blind pool products should be treated as projections. There can be no assurance that such projections will not change based on subsequent developments (including but not limited to final audit), without further 
notice. Forward-looking information, including market rankings, is inherently uncertain and no assurance can be given as to outcome.  Readers are cautioned not to place undue reliance on forward-looking statements, including forecasts and projections, and 
statements regarding the assessment of the market, which speak only as of the date referenced herein, and Morgan Stanley Real Estate and its affiliates undertake no obligation to update or revise any such statements, whether as a result of new information,
future events or otherwise. 

Tax Considerations and Regulatory Matters. Prospective investors are strongly urged to carefully read the Offering Memorandum which will discuss tax considerations and to discuss these matters with their own tax advisers

There are significant risk factors associated with an investment in a Fund. An investment in a Fund will involve significant risks due to, among other things, the nature of the fund’s investments and potential conflicts of interest. There can be no assurance 
that the fund will realize its rate of return objectives or return any investor capital. Investors should have the financial ability and willingness to accept the risks (including, among other things, the risk of loss of investment and the lack of liquidity). The value 
of an investment in a fund may fluctuate. Past results do not guarantee future performance. These risk factors include the following:

• Conflicts of interests between the fund, its investors, the general 
partner/manager and other affiliates of Morgan Stanley

• Tax considerations and regulatory matters

• Penalties for failure to contribute capital committed
to fund

• Limited current return

• Lack of liquidity of investments

• No or restricted transferability of, or market for, interests in the relevant 
fund

• Competition

• Currency risks

• Emerging markets risks

• Risks of real estate investments

• Leverage

• Market risk; minority investments in companies

• Interest rate risks

• In some cases, foreign investments risks
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• The 236 hotels in the NCREIF
Property Index have $7.4 Bn in 
market value (1)

– While the property count has 
increased dramatically, from 
just 70 hotels in 9/30/2010, 
many of the new hotels are 
more moderately valued

– Average market value per 
hotel has shifted from $66 
million in 9/30/2010 to $31.4 
million (1)

– Hotels comprise 3% of 
overall market value in the 
$273 Bn NCREIF Property 
Index (1)

Notes
1. As of September 30, 2011

236

31.4 MM

7.4 Bn
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Notes
1. Includes properties held by open ended funds outside of the NFI-ODCE: e.g. in property type-specific, non 

diversified funds

Source NCREIF, MSREI Strategy, Data as of 3Q11
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Closed End
48%

ODCE
27%

Separate Account
18%

Open Ended (1)

7%

Hotel Ownership by Fund Type 
% by Market Value

• ODCE-owned properties 
initially dominated the NPI hotel 
cohort

– Closed-end fund ownership 
began in mid-1998, and 
separate account ownership 
in late 2001

– Over the past four quarters 
(4Q 2010 to 3Q 2011), 
closed-end funds have 
accelerated purchases of 
hotel properties, largely 
preferring mid-level and 
economy hotels

• In the current standings, 
closed-end funds hold nearly 
half of NPI hotels by market 
value (47%)
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• 95 of the 236 NPI hotels ($3.9 
Bn) sit in 12 MSAs

– The longest MSA-specific 
data history is for 
Washington DC, with data 
beginning at end-2003

• Geographically, NPI hotels are 
predominantly in the West:

– West: 34% (by market value)

– Midwest: 12%

– South: 24%

– East: 30%

East: 30%

Midwest: 12%

South: 24%

West: 34%
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2011 Q3 Hotel Location
% by Market Value

MSA Market Value ($) Property Count Data Inception

East Region

New York 597,555,305 7 2010 2Q

Richmond 89,564,087 4 2011 1Q

Washington DC 542,799,999 12 2003 4Q

Other East 955,653,644 32 1988 2Q

Midwest Region

Chicago 495,000,000 13 2004 2Q

Minneapolis 110,264,618 4 2011 2Q

Other Midwest 305,800,001 26 1999 2Q

South Region

Atlanta 301,047,485 19 2011 1Q

San Antonio 491,799,999 5 2011 2Q

Tampa 142,195,498 6 2011 1Q

Other South 836,144,071 43 1996 1Q

West Region

Denver 236,678,444 5 2011 1Q

Los Angeles 379,485,213 8 2008 4Q

Phoenix 201,602,126 6 2011 1Q

San Diego 331,490,403 6 2005 4Q

Other West 1,401,028,175 40 1997 2Q

Total 7,418,109,068 236

2011 Q3 Geographic Summary

East: 30%

Midwest 12%
South: 24%

West: 34%
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• Despite higher cash-flow 
volatility, hotels have 
historically offered higher 
income return than the overall 
NPI

• Notwithstanding severe short-
term price corrections, hotel 
investments have outperformed 
the NPI over the long run

Notes
1. Provided for informational purposes only and not intended to predict the performance of any investment.  Historical performance is not an indication of future results.

2. Indexes do not include any expenses, fees or sales charges, which would lower performance.  Indexes are unmanaged and should not be considered an investment.  It is not 
possible to invest directly in an index.
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