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Issuable Upon Exercise of Non-Transferable Rights
to Subscribe for Shares of Common Stock

Morgan Stanley China A Share Fund, Inc. (the "Fund") is issuing to its common stockholders of record as of May 18, 2009 non-transferable
rights. These rights will allow you to subscribe for one share of the Fund's common stock for each five rights held. You will receive one right for
each whole share of common stock that you hold of record as of May 18, 2009. You need five rights to purchase one share at the subscription
price. The Fund will not issue fractional shares upon the exercise of less than five rights. If you fully exercise all rights issued to you, you will be
entitled to subscribe for additional shares that were not subscribed for by other stockholders. The rights will not be listed for trading on the New
York Stock Exchange or any other exchange; however, the shares issued upon the exercise of the rights will be listed for trading on the New
York Stock Exchange under the symbol "CAF." The subscription price per share will be 95% of the average of the last reported sales price per
share of the Fund's common stock on the New York Stock Exchange on the date on which the offer expires and the four preceding trading days,
but in any case not less than the net asset value per share of the Fund's common stock at the close of trading on the New York Stock Exchange
on the date on which the offer expires.

THE OFFER WILL EXPIRE AT 5:00 p.m., NEW YORK TIME, ON JUNE 19, 2009, UNLESS EXTENDED. The Fund announced the offer
after the close of business on the New York Stock Exchange on March 19, 2009. The net asset value per share at the close of business on March
19, 2009 and May 18, 2009 was $24.66 and $28.94, respectively. Because the expiration date and the date upon which the price of the rights will
be determined will be the same date, stockholders who exercise their rights will not know the purchase price of the shares when they make their
investment decision. Once you subscribe for shares and the Fund receives payment or a guarantee of payment, you will not be able to change
your decision.

The Fund is a non-diversified, closed-end management investment company incorporated under the laws of the State of Maryland. The Fund's
investment objective is to seek capital growth. The Fund seeks to achieve its investment objective by investing, under normal circumstances, at
least 80% of its assets in A-shares of Chinese companies listed on the Shanghai and Shenzhen Stock Exchanges. See "The Fund's

Investments Investment Objective and Policies." There can be no assurance that the Fund's investment objective will be achieved. Morgan
Stanley Investment Management Inc. acts as the Fund's adviser and administrator. The address of the Fund is 522 Fifth Avenue, New York, New
York 10036, and the Fund's telephone number is (800) 231-2608.

Investment in the Fund's common stock involves certain risks that are not typically associated with investments in the securities of U.S.
issuers, arising in part from the Fund's investments in securities of Chinese companies. See ''Risk Factors and Special Considerations."
In addition, as a result of the offer, stockholders of record on the record date who do not fully exercise their rights should expect that they will,
upon completion of the offer, own a smaller proportional interest in the Fund than would otherwise be the case. See "Risk Factors and Special
Considerations Risks Related to the Offer" and "The Offer Terms of the Offer."

Please read this Prospectus carefully before investing and keep it for future reference. It sets forth concisely important information that a
prospective investor should know before investing in the Fund. All questions and inquiries relating to the offer should be directed to the
Information Agent, Georgeson Inc., 199 Water Street, 26th Floor, New York, New York 10038 or toll-free at (800) 509-4953. The Fund has
filed additional information about the Fund and the offer with the U.S. Securities and Exchange Commission (http://www.sec.gov). Copies of
the Fund's annual and semiannual reports may be obtained upon request, without charge, by writing to Morgan Stanley China A Share Fund,
Inc., c/o JPMorgan Chase Bank, N.A., 270 Park Avenue, New York, New York 10017, or by calling (800) 231-2608 and also will be made
available on the Fund's website at www.morganstanley.com/im. You may also call this toll-free telephone number to request additional
information about the Fund or to make stockholder inquiries.

These securities have not been approved by the U.S. Securities and Exchange Commission or any state securities commission nor has the
U.S. Securities and Exchange Commission or any state securities commission passed upon the accuracy or adequacy of this Prospectus.
Any representation to the contrary is a criminal offense.

Sales Load
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Estimated Estimated Proceeds

Subscription Price(1) to the Fund(2)
Per Share $ 37.17 $ 0 $ 37.07
Total (3) $ 100,033,131 $ 0 $ 99,758,131

(1) The estimated subscription price is based upon the average of the last reported sales price per share of the Fund's common stock on the New York Stock
Exchange on May 18, 2009 and the four preceding trading days.

(2) After deduction of expenses payable by the Fund, estimated at US$275,000.
(3) Assumes that all rights are exercised in the Primary Subscription (as defined herein).

May 18, 2009
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Investment Policies. The Fund is a non-diversified, closed-end management investment company. The Fund's investment objective is to seek
capital growth. The Fund seeks to achieve its investment objective by investing, under normal circumstances, at least 80% of its assets in
A-shares of Chinese companies listed on the Shanghai and Shenzhen Stock Exchanges. The Fund may invest up to 15% of its net assets in
warrants, structured investments or other Strategic Transactions (as defined herein). These investments will be deemed to be counted towards the
Fund's 80% policy to the extent that these investments are structured to be positively correlated and linked to China A-shares. The Fund may
also invest up to 20% of its assets in other types of investments, including B-shares of companies listed on the Shanghai and Shenzhen Stock
Exchanges, shares ("H-shares") of companies incorporated in mainland China and listed on The Stock Exchange of Hong Kong Limited (the
"Hong Kong Stock Exchange"), shares of companies ("Red Chip companies") with controlling Chinese shareholders that are incorporated
outside mainland China and listed on the Hong Kong Stock Exchange, shares of China-related companies listed on the Hong Kong Stock
Exchange, the Stock Exchange of Singapore (the "Singapore Stock Exchange") or other exchanges, and assets which may or may not be
China-related, including shares of open- and closed-end investment companies, common stocks, bonds, convertible securities, money market
and other short-term debt securities, cash equivalents and Strategic Transactions, which may include participation notes, warrants, structured
investments, options, futures, forwards, swaps or various other strategic investment transactions. For purposes of the Fund's policies, "China"
means the People's Republic of China, which includes Hong Kong, and a "China-related" company is a company that (i) is organized in, or for
which the principal securities trading market is in, China or (ii) derives or that is expected to derive 50% or more of its annual revenues
primarily from either goods produced, sales made or services performed in China. See "Appendix A Geographic, Political and Economic
Developments in the People's Republic of China." The Fund's investment objective and 80% policy may be changed without stockholder
approval; however, stockholders will be notified of any changes. There can be no assurance that the Fund's investment objective will be
achieved.

Risks of Investing in Chinese Companies. An investment in the Fund should be considered speculative. Investments in Chinese companies
involve certain risks and special considerations not typically associated with the United States, such as greater government control over the
economy, political and legal uncertainty, currency fluctuations or blockage, the risk that the Chinese government may decide not to continue to
support economic reform programs and the risk of nationalization or expropriation of assets. Additionally, the Chinese securities markets are
emerging markets characterized by relatively low trading volume, resulting in substantially less liquidity and greater price volatility. These risks
may be more pronounced for the A-share market than for Chinese securities markets generally because the A-share market is subject to greater
government restrictions and control. See "Risk Factors and Special Considerations Risks Associated with Investments in Chinese

Companies Investments in A-shares." Moreover, information available about Chinese companies may not be as complete, accurate or timely as
information about listed U.S. companies. See "Risk Factors and Special Considerations."

The information set forth in this prospectus regarding China, its economy, and the Shanghai, Shenzhen, Hong Kong and Singapore Stock
Exchanges has been extracted from various government and private publications. The Fund and its Board of Directors (the "Board") have not
attempted to verify the statistical information presented in this Prospectus. In this Prospectus, unless otherwise specified, all references to "U.S.
dollars,"” "US$" or "$" are to United States dollars, to "RMB" or "renminbi" are to Chinese renminbi and to "H.K. dollars" or "HK$" are to Hong
Kong dollars. On May 5, 2009, the exchange rates published in The Wall Street Journal were RMB6.8224 = US$1.00 and HK$7.75 = US$1.00
and, unless otherwise specified, all renminbi and H.K. dollar amounts have been converted to U.S. dollars at such exchange rates. No
representation is made that the renminbi, H.K. dollar or U.S. dollar amounts in this Prospectus could have been or could be converted into
renminbi, H.K. dollars or U.S. dollars, as the case may be, at any particular rate or at all. See "Appendix A Geographic, Political and Economic
Developments in the People's Republic of China Exchange Rates" for information regarding historical rates of exchange between the renminbi
and the U.S. dollar. The fiscal years of the Fund referred to in this Prospectus are years ending December 31.

Certain numbers and percentages have been rounded for ease of presentation, which may result in amounts not totaling precisely.

Shares of the Fund do not represent a deposit or obligation of, and are not guaranteed by or endorsed by, any bank or other insured depositary
institution, and are not federally insured by the U.S. Federal Deposit Insurance Corporation, the Federal Reserve Board or any other government
agency.
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The information contained in this Prospectus speaks only as of the date of this Prospectus unless the information specifically indicates
that another date applies. No dealer, salesperson or other person has been authorized to give any information or to make any
representations other than those contained in this Prospectus in connection with the offer contained herein and, if given or made, such
information or representations must not be relied upon as having been authorized by the Fund.
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FORWARD-LOOKING STATEMENTS

The Fund may not claim the safe harbor for forward-looking statements contained in the federal securities laws of the United States because that
safe harbor does not apply to investment companies. Nevertheless, you should note that certain statements in this Prospectus are prospective in
nature, which involve known and unknown risks, uncertainties and other factors that may cause the Fund's actual results or level of performance
to be materially different from any future results or level of performance expressed or implied by such forward-looking statements. Such factors
include, among others, those listed under "Risk Factors and Special Considerations," "Appendix A: Geographic, Political and Economic
Developments in the People's Republic of China" and elsewhere in this Prospectus. As a result of these and other factors, the Fund cannot give
you any assurances as to its future results or level of performance. To the extent required by law, the Fund undertakes to amend or reflect any
material changes to the information presented in this Prospectus after the date of this Prospectus.

il
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PROSPECTUS SUMMARY

The following is qualified in its entirety by the more detailed information included elsewhere in this Prospectus. You should read the entire
Prospectus before you decide whether to exercise your rights. In particular, you should carefully read the risks of investing in the Shares, as
discussed under "Risk Factors and Special Considerations."

The Offer at a Glance
Terms of the Offer

Morgan Stanley China A Share Fund, Inc. (the "Fund") is issuing to its common stockholders of record ("Record Date Stockholders") as of the
close of business on May 18, 2009 (the "Record Date") non-transferable rights (the "Rights") to subscribe for up to an aggregate of 2,691,233
shares (the "Shares") of the common stock, par value $0.01 per share (the "Common Stock"), of the Fund (the "Offer"). Each Record Date
Stockholder will receive one Right for each whole share of Common Stock owned on the Record Date. Each Record Date Stockholder needs
five Rights to purchase one Share at the Subscription Price (as defined herein). The Fund will not issue fractional Shares upon the exercise of
less than five Rights. The Rights will not be listed for trading on the New York Stock Exchange (the "NYSE") or any other exchange; however,
the Shares issued upon the exercise of the Rights will be listed for trading on the NYSE. Rights may be exercised at any time from May 28, 2009
through 5:00 p.m., New York time, on June 19, 2009, unless extended by the Fund (the "Subscription Period"). The right of a Record Date
Stockholder to acquire Shares during the Subscription Period is hereinafter referred to as the "Primary Subscription." Since the Subscription
Price will be determined after the expiration of the Subscription Period, Record Date Stockholders who exercise their Rights will not know the
Subscription Price at the time they exercise their Rights and stockholders should consider the possibility that the Subscription Price could be
greater than the market price of the Fund's shares at the close of trading on the last day of the Subscription Period. Once a Record Date
Stockholder subscribes for Shares and the Fund receives payment or a guarantee of payment, the Record Date Stockholder will not be able to
change his or her decision. In certain instances described below under " Over-Subscription Privilege," the Fund may increase the number of
shares of Common Stock subject to subscription by up to 25% of the Shares. See "The Offer."

The Fund has not previously conducted a rights offering.
Over-Subscription Privilege

Each Record Date Stockholder who fully exercises all Rights issued to him or her is entitled to subscribe for Shares which were not otherwise
subscribed for by others in the Primary Subscription (the "Over-Subscription Privilege"). If enough Shares are available, all of these requests
will be honored in full. If these requests for Shares exceed the Shares available, the Fund may determine after the expiration of the Offer, in the
discretion of the Board, to issue additional Common Stock up to an amount equal to 25% of the Shares available pursuant to the Offer (up to an
additional 672,808 shares of Common Stock) in order to cover these requests. Regardless of whether the Fund issues such additional Shares, to
the extent Shares are not available to honor all requests, the available Shares will be allocated pro rata among those Record Date Stockholders
who over-subscribe based on the number of Rights originally issued to them by the Fund.

Subscription Price

The Subscription Price per Share ("Subscription Price") will be 95% of the average of the last reported sales price per share of the Fund's
Common Stock on the NYSE on the date on which the Offer expires and the four preceding trading days, but in any case not less than the net
asset value per share of the Fund's Common Stock at the close of trading on the NYSE on June 19, 2009, the expiration date of the Offer (the
"Expiration Date"). The Subscription Price is discussed further under "The Offer Subscription Price." In addition, information with respect to the
quarterly high and low sale prices of the Fund's Common Stock on the NYSE and the quarterly high and low net asset values per share of
Common Stock is provided under "Common Stock."
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Exercising Rights

Rights will be evidenced by Subscription Certificates and may be exercised by delivering to Computershare Trust Company, N.A. (the
"Subscription Agent") a completed Subscription Certificate, together with payment, or by delivering a Notice of Guaranteed Delivery. The
Notice of Guaranteed Delivery or Subscription Certificates together with payment should be addressed, if sent by first class mail, to
Computershare Trust Company, N.A., Corporate Actions Voluntary Offer, P.O. Box 43011, Providence, Rhode Island 02940-3011 or, if sent by
express mail or overnight courier, to Computershare Trust Company, N.A, Corporate Actions Voluntary Offer, 250 Royall Street, Suite V,
Canton, Massachusetts 02021, or by facsimile to (617) 360-6810. Those Record Date Stockholders who subscribe in the Primary Subscription,
or those Record Date Stockholders who exercise their Rights (the "Exercising Rights Holders"), will have no right to rescind a purchase after the
Subscription Agent has received a completed Subscription Certificate or Notice of Guaranteed Delivery. See "The Offer Exercise of Rights" and
"The Offer Payment for Shares." There is no minimum number of Rights which must be exercised for the Offer to close.

Non-Transferability of Rights

The Rights are non-transferable and, therefore, may not be purchased or sold. Rights not exercised will expire without residual value at the
Expiration Date. The Rights will not be listed for trading on the NYSE or any other securities exchange. However, the Shares to be issued
pursuant to the Offer will be listed for trading on the NYSE, subject to the NYSE being officially notified of the issuance of those Shares.

Foreign Restrictions

Subscription Certificates will not be mailed to Record Date Stockholders whose record addresses are outside the United States ("Foreign Record
Date Stockholders") (the term "United States" includes its territories and possessions and the District of Columbia). The Rights to which such
Subscription Certificates relate will be held by the Subscription Agent for such Foreign Record Date Stockholders' accounts until instructions are
received to exercise the Rights. If no instructions are received prior to the Expiration Date, the Rights will expire. See "The Offer Foreign
Stockholders."

Purpose of the Offer

The Board of the Fund has determined that it is in the best interests of the Fund and its stockholders to increase the assets of the Fund available
for investment so that the Fund will be in a better position to take advantage of investment opportunities. The Board believes that increasing the
size of the Fund will increase the liquidity of the Fund's shares of Common Stock and also reduce the Fund's expenses as a proportion of average
net assets. In addition, the Offer seeks to reward the Fund's stockholders by giving them the right to purchase additional shares of Common
Stock at a price that may be below market without incurring any direct transaction costs. The Offer will benefit both the Fund and its
stockholders by providing the Fund with the ability to make additional investments without selling current investments if otherwise not
desirable. See "The Offer Purpose of the Offer."

Tax Consequences

For federal income tax purposes, neither the receipt nor the exercise of the rights should result in taxable income to you. You will not realize a
taxable loss if your rights expire without being exercised. See "The Offer U.S. Federal Income Tax Consequences of the Offer."

Use of Proceeds

The net proceeds of the Offer, assuming all Shares offered hereby are sold, are estimated to be approximately US$99,758,131, after deducting
offering expenses payable by the Fund estimated to be approximately US$275,000. The Fund intends to invest the net offering proceeds in
B-shares, H-shares, shares of Red Chip companies, shares of China-related companies, exchange-traded funds ("ETFs") and participation notes
("P-notes"), in accordance with its investment goals and policies. The ETFs and P-notes in which the Fund intends to invest will only be counted
towards the Fund's 80% policy to the extent that they are structured to be positively correlated and linked to China A-shares. The
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Fund anticipates that investment of the net proceeds of the Offer in accordance with the Fund's investment goal and policies may take up to
ninety days from their receipt by the Fund, depending on market conditions and the availability of appropriate securities. The Fund may require
up to ninety days due to the Fund's need to invest substantially all of its assets in the securities of issuers organized under the laws of a foreign
jurisdiction. Pending such investment, the proceeds may be invested in short-term debt securities. See "The Offer Use of Proceeds."

Information Agent and Subscription Agent
The Information Agent for the Offer is:

Georgeson Inc.
199 Water Street, 26th Floor
New York, New York 10038
Toll-Free: (800) 509-4953
or
For banks and brokers: (212) 440-9800

The Subscription Agent for the Offer is:

Computershare Trust Company, N.A.
250 Royall Street
Canton, Massachusetts 02021

Important Dates to Remember

Event Date
Record Date May 18, 2009

Subscription Period May 28, 2009 to June 19, 2009*
Expiration Date and pricing date June 19, 2009*

Subscription Certificates and payment for Shares due** June 19, 2009*

Notice of Guaranteed Delivery due June 19, 2009*

Subscription Certificate and payment for guarantees of delivery due** June 24, 2009*

Confirmation mailed to participants June 29, 2009%*

Final payment for Shares*** July 1, 2009*

* Unless the Offer is extended.

** A Record Date Stockholder exercising rights must deliver by the Expiration Date either (i) a Subscription Certificate and payment for Shares or (ii) a Notice of
Guaranteed Delivery. A Notice of Guaranteed Delivery is a form sent by your broker-dealer, bank or trust company that guarantees on your behalf delivery of the
Subscription Certificate and payment by the close of business on the third business day after the Expiration Date.

*##% Additional amount due (in the event the Subscription Price exceeds the Estimated Subscription Price).
The Fund at a Glance
Information Regarding the Fund

The Fund has been engaged in business as a non-diversified, closed-end management investment company since it first issued its Common
Stock to the public on October 31, 2006. The Fund is designed for investors desiring to invest a portion of their assets in Chinese securities. It is
the policy of the Fund to invest, under normal market conditions, at least 80% of its net assets in A-shares of Chinese companies listed on the
Shanghai and Shenzhen Stock Exchanges. The Fund may invest up to 15% of its net assets in warrants, structured investments or other Strategic
Transactions (as defined herein). These investments will be deemed to be counted towards the Fund's 80% policy to the extent that these
investments are structured to be positively correlated and linked to China A-shares. The Fund may also invest up to 20% of its assets in other
types of investments, including B-shares of companies listed on the Shanghai and Shenzhen Stock Exchanges, H-shares of companies
incorporated in mainland China and listed on the Hong Kong Stock Exchange, shares of Red Chip companies with controlling Chinese
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shareholders that are incorporated outside mainland China and listed on the Hong Kong Stock Exchange, shares of China-related companies
listed on the Hong Kong Stock Exchange, Singapore
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Stock Exchange or other exchanges, and assets which may or may not be China-related, including shares of open- and closed-end investment
companies, Strategic Transactions, common stocks, bonds, convertible securities, money market and other short-term debt securities and cash
equivalents. For purposes of the Fund's policies, "China" means the People's Republic of China, which includes Hong Kong, and a
"China-related" company is a company that (i) is organized in, or for which the principal securities trading market is in, China or (ii) derives or
that is expected to derive 50% or more of its annual revenues primarily from either goods produced, sales made or services performed in China.
See "Investment Objective and Policies." The Fund's investment objective and 80% policy may be changed without stockholder approval;
however, stockholders will be notified of any changes. There can be no assurance that the Fund's investment objective will be achieved. See
"Risk Factors and Special Considerations."

The Fund was the first U.S. registered investment company to invest principally in China A-shares. The Adviser (as defined below) has obtained
a qualified foreign institutional investor ("QFII") license pursuant to which it is authorized to invest in China A-shares and other permitted China
securities on behalf of the Fund up to its specified investment quota of $200,000,000, as updated, modified or renewed from time to time (the
"A-share Quota"). Since the Fund will not satisfy the criteria to qualify as a QFII itself, in order for the Fund to invest in China A-shares, it must
do so via the Adviser's A-share Quota.

As of May 18, 2009, the Fund had 13,456,167 shares outstanding, which are listed and traded on the NYSE under the symbol "CAF." See
"Common Stock." As of May 18, 2009, the net assets of the Fund were US$389,433,147.

Information Regarding the Fund's Adviser, Sub-Adviser, Administrator, Sub-Administrator and Custodian

The investment adviser to the Fund is Morgan Stanley Investment Management Inc. (the "Adviser"), a Delaware corporation, whose address is
522 Fifth Avenue, New York, New York 10036. The Adviser is a wholly-owned subsidiary of Morgan Stanley, a preeminent global financial
services firm engaged in securities trading and brokerage activities, as well as providing investment banking, research and analysis, financing
and financial advisory services.

Morgan Stanley Investment Management Inc. provides certain day to day investment management services to the Fund. Under the Investment
Advisory Agreement, the Adviser receives an annual fee, payable monthly, in an amount equal to 1.50% of the Fund's average weekly net assets.
The Adviser is a registered investment adviser under the U.S. Investment Advisers Act of 1940, as amended (the "Advisers Act"). As of March
31, 2009, the Adviser, together with its affiliated asset management companies, had over US$350.0 billion in assets under management or
supervision. See "Management of the Fund."

Morgan Stanley Investment Management Company (the "Sub-Adviser"), a wholly-owned subsidiary of Morgan Stanley, provides investment
sub-advisory services to the Fund pursuant to a Sub-Advisory Agreement between the Adviser and the Sub-Adviser. The Sub-Adviser has been
retained, subject to the overall supervision of the Adviser and the Directors of the Fund, to continuously furnish investment advice concerning
individual security selections, asset allocations and economic trends and to manage the Fund's portfolio.

Morgan Stanley Investment Management Inc. also serves as administrator (the "Administrator") to the Fund pursuant to an Administration
Agreement. Under the Administration Agreement, the annual administrative fee, payable monthly, is 0.08% of the Fund's average weekly net
assets. The Administration Agreement covers administrative costs (including out-of-pocket expenses incurred in the ordinary course of
providing services under the Administration Agreement), except pricing services and extraordinary expenses.

Under a Sub-Administration Agreement between the Administrator and J.P. Morgan Investor Services Co. ("JPMIS"), a corporate affiliate of
JPMorgan Chase Bank, N.A., JPMIS provides certain administrative services to the Fund. For such services, the Administrator pays JPMIS a
portion of the fee the Administrator receives from the Fund. Administration costs (including out-of-pocket expenses) incurred in the ordinary
course of providing services under the Agreement, except pricing services and extraordinary expenses, will be covered under the administration
fee.

JPMorgan Chase Bank, N.A. (the "Custodian") serves as custodian for the Fund. The Custodian holds cash, securities and other assets of the
Fund as required by the Investment Company Act of 1940, as amended (the "Investment
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Company Act"). Custody fees are payable monthly based on assets held in custody, investment purchases and sales activity and account
maintenance fees, plus reimbursement for certain out-of-pocket expenses.

The Adviser will employ sub-custodians in each of the jurisdictions in which the Fund invests. The HSBC Bank (China) Company Limited
("HSBC") serves as the Fund's sub-custodian in China. The principal business address of the sub-custodian is HSBC Building, No. 101 of Yin
Chang East Road, Pudong District, Shanghai, China.

Dividends and Distributions; Dividend Reinvestment Plan

The Fund intends to distribute to stockholders annually all or substantially all of its net investment income and any net capital gains, subject to
compliance with the investment and repatriation restrictions imposed by the China Securities Regulatory Commission ("CSRC") and the
Chinese State Administration of Foreign Exchange ("SAFE"). Unless the Fund is otherwise instructed in writing in the manner described under
"Dividends and Distributions; Dividend Reinvestment Plan," stockholders are presumed to have elected to have all distributions automatically
reinvested in common shares of the Fund. Stockholders who have distributions automatically reinvested may also make additional payments into
the dividend reinvestment plan to purchase shares of the Fund on the open market. See "Dividends and Distributions; Dividend Reinvestment
Plan."

Net realized profits from the Fund's investment activities in China for any fiscal year may only be distributed to stockholders following
completion of an audit of the Adviser's activities relating to its A-share Quota by an independent Chinese auditor for such period, and following
payment by the Fund of all applicable taxes. The audit performed by the Chinese auditor is solely to determine the amount of the Fund's net
realized profits that may be repatriated. Realized profits are asserted in respect of the A-share Quota as a whole, and the level of profitability of
the A-share Quota as a whole may not necessarily bear close resemblance to the profitability of the Fund's investment activities. Such audit is
separate and independent from the audit of the Fund's financial statements by its independent registered public accounting firm in accordance
with U.S. generally accepted accounting principles ("GAAP"). All transfers and repatriations require the approval of SAFE. Under the Draft
New SAFE Circular (as defined below under "The Fund's Investments Quotas for Investments in China"), if the Adviser, as the QFII, needs to
purchase foreign currency with renminbi for remitting the net realized after-tax profit, it shall apply to SAFE by presenting the requisite
application documents and SAFE is required to make a decision within 20 business days after it receives a complete application. However, the
Fund reserves the right not to pay any dividends, or to delay the payment thereof in the event that the Adviser is not satisfied that it can or will
be able to fund such dividends through the repatriation of funds from China. This may cause the Fund to become liable for the payment of U.S.
federal income tax. See "Dividends and Distributions; Dividend Reinvestment Plan" and "Tax Matters U.S. Federal Income Taxes."

Risk Factors and Special Considerations

You should carefully consider the following factors, as well as the other information in this Prospectus, before making an investment in the Fund
under this Offer.

Risks Related to the Offer. Record Date Stockholders who do not fully exercise their Rights should expect that they will, at the completion of the
Offer, own a smaller proportional interest in the Fund than would otherwise be the case and may also incur dilution of ownership and voting, as
well as dilution of their shares of any distributions made by the Fund, as a result of the Offer. This dilution may occur because a stockholder
could own a smaller interest in the Fund after the Offer than he or she owned prior to the Offer. In addition, if a stockholder does not submit a
subscription request pursuant to the Over-Subscription Privilege, he or she may also experience dilution of ownership and voting, as well as
dilution of his or her share of any distributions made by the Fund, if the Fund offers additional shares for subscription.

Investment Risk. You may lose money by investing in the Fund, including the possibility that you may lose all of your investment. An
investment in the Fund is not a deposit in a bank and is not insured or guaranteed by the U.S. Federal Deposit Insurance Corporation ("FDIC")
or any other governmental agency.

Among the principal risks of investing in the Fund is market risk, which is the risk that the value of your investment may fluctuate as stock
markets fluctuate.
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As an investment company that primarily holds common stocks, the Fund's portfolio is subject to the possibility that common stock prices will
decline over short or even extended periods. The Fund may remain substantially fully invested during periods when stock prices generally rise
and also during periods when they generally decline. Risks are inherent in investments in equities, and Fund stockholders should be able to
tolerate significant fluctuations in the value of their investment in the Fund.

The Fund is intended to be a long-term investment vehicle and is not designed to provide investors with a means of speculating on short-term
stock market movements. Investors should not consider the Fund a complete investment program.

Risks of Investing in Equity Securities of Chinese companies. Investing in securities of Chinese companies involves certain risks and
considerations not typically associated with investing in securities of U.S. issuers, including, among others, (a) the heavy concentration of
market capitalization and trading volume in a small number of Chinese companies representing a limited number of industries, combined with
diversification requirements applicable to the Fund under the U.S. Internal Revenue Code of 1986, as amended (the "Code"), and Chinese law,
potentially resulting in fewer investment opportunities for the Fund, (b) the small size of the market for Chinese securities and the low volume of
trading, resulting in lack of liquidity and in price volatility, (c) currency devaluations and other currency exchange rate fluctuations, (d) lack of a
market to engage in hedging transactions to minimize renminbi foreign exchange risk, (e) the nature and extent of intervention by the Chinese
government in the Chinese securities markets, whether such intervention will continue and the impact of such intervention or its discontinuation,
(f) limitations on the use of brokers, (g) higher rates of inflation, (h) greater political, economic and social uncertainty, (i) certain Chinese
government requirements which may restrict the Fund's investment opportunities, (j) custody risks associated with investing through a QFII and
(k) investment and repatriation restrictions. In addition, accounting, auditing and financial reporting standards in China are different from U.S.
standards and, therefore, disclosure of certain material information may not be made. Less information may be available to the Fund and other
investors than would be the case if the Fund's investments were restricted to securities of U.S. issuers. There is also generally less governmental
regulation of the securities industry in China, and less enforcement of regulatory provisions relating thereto, than in the United States. Moreover,
it may be more difficult to obtain a judgment in a court outside the United States. The Fund will be subject to withholding taxes, including
withholding taxes imposed on dividends, interest and realized capital gains, by the government of China. See "Risk Factors and Special
Considerations" and "Tax Matters."

Risk of Investing in Strategic Transactions. Strategic Transactions involve risks, including the imperfect correlation between the value of such
instruments and the underlying assets, the possible default by the other party to the transaction, illiquidity of the derivative instrument and, to the
extent the Adviser's prediction as to certain market movements is incorrect, the risk that the use of such Strategic Transactions could result in
losses greater than if they had not been used. When investing in structured investments, it is impossible to predict whether the underlying index
or price of the underlying security will rise or fall, but prices of the underlying indices and securities (and, therefore, the prices of structured
investments) will be influenced by the same types of political and economic events that affect particular issuers of securities and capital markets
generally. Use of put and call options may result in losses to the Fund, force the sale of portfolio securities at inopportune times or for prices
other than at current market values, limit the amount of appreciation the Fund can realize on its investments or cause the Fund to hold a security
it might otherwise sell.

P-notes are participation interest notes that are issued by banks or broker-dealers and are designed to offer a return linked to a particular
underlying equity, debt, currency or market. The P-notes in which the Fund may invest will typically have a maturity of one year. When
purchasing a P-note, the posting of margin is not required because the full cost of the P-note (plus commission) is paid at the time of purchase.
When the P-note matures, the issuer will pay to, or receive from, the purchaser the difference between the nominal value of the underlying
instrument at the time of purchase and that instrument's value at maturity.

Investments in P-notes involve the same risks associated with a direct investment in the underlying foreign companies or foreign securities
markets that they seek to replicate. In addition, there can be no assurance that the trading price of P-notes will equal the underlying value of the
foreign companies or foreign securities markets that they seek to replicate. The holder of a participation note that is linked to a particular
underlying security is entitled to receive any dividends paid in connection with an underlying security or instrument. However, the holder of a
participation note does
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not receive voting rights as it would if it directly owned the underlying security or instrument. P-notes are generally traded OTC. P-notes
constitute general unsecured contractual obligations of the banks or broker-dealers that issue them and the counterparty. There is also
counterparty risk associated with these investments because the Fund is relying on the creditworthiness of such counterparty and has no rights
under a participation note against the issuer of the underlying security. P-notes involve transaction costs.

Interest rate and total rate of return swaps do not involve the delivery of securities, other underlying assets or principal. Accordingly, the risk of
loss with respect to interest rate and total rate of return swaps is limited to the net amount of interest payments that the Fund is contractually
obligated to make. If the other party to an interest rate or total rate of return swap defaults, the Fund's risk of loss consists of the net amount of
interest payments that the Fund is contractually entitled to receive. In contrast, currency swaps may involve the delivery of the entire principal
value of one designated currency in exchange for the other designated currency. Therefore, the entire principal value of a currency swap may be
subject to the risk that the other party to the swap will default on its contractual delivery obligations. If there is a default by the counterparty, the
Fund may have contractual remedies pursuant to the agreements related to the transaction. The use of swaps is a highly specialized activity that
involves investment techniques and risks different from those associated with ordinary portfolio securities transactions. If the Adviser is
incorrect in its forecasts of market values, interest rates and currency exchange rates, the investment performance of the Fund would be less
favorable than it would have been if this investment technique were not used.

The use of forward contracts, options and futures transactions entails certain special risks. In particular, the variable degree of correlation
between price movements of futures contracts and price movements in the related portfolio position of the Fund could create the possibility that
losses on the hedging instrument will be greater than gains in the value of the Fund's position. In addition, futures and options markets could be
illiquid in some circumstances, and certain over-the-counter options could have no markets. As a result, in certain markets, the Fund might not
be able to close out a position without incurring substantial losses. To the extent that the Fund utilizes forwards, futures or options transactions
for hedging, such transactions should tend to minimize the risk of loss due to a decline in the value of the hedged position and, at the same time,
limit any potential gain to the Fund that might result from an increase in value of the position. In addition, the daily variation margin
requirements for futures contracts create a greater ongoing potential financial risk than would purchases of options, in which case the exposure is
limited to the cost of the initial premium and transaction costs. Losses resulting from the use of hedging will reduce the Fund's net asset value,
and possibly income, and the losses can be greater than if hedging had not been used.

Exchange-Traded Funds. The Fund may purchase shares of various ETFs, including exchange-traded index funds, on an exchange or in creation
unit aggregations. Exchange-traded index funds seek to track the performance of various securities indices. Shares of ETFs have many of the
same risks as direct investments in common stocks or bonds. In addition, their market value is expected to rise and fall as the value of the
underlying index or security rises and falls. The market value of their shares may differ from the net asset value of the particular fund. As a
stockholder in an ETF (as with other investment companies), the Fund would bear its ratable share of that entity's expenses. At the same time,
the Fund would continue to pay its own investment management fees and other expenses. As a result, the Fund and its stockholders, in effect,
will be absorbing duplicate levels of fees with respect to investments in ETFs.

Recent Developments in Financial Markets and Impact on the Fund. Recent developments in the U.S. and foreign financial markets illustrate
that the current environment is one of extraordinary and possibly unprecedented uncertainty. Conditions in the debt and equity capital markets in
the United States and abroad have caused firms in the financial services sector to take significant losses relating to, among other things,
subprime mortgages and the re-pricing of credit risk in the broadly syndicated loan market. The recent instability in the financial markets has led
the U.S. Government and certain foreign governments to take unprecedented actions designed to support certain financial institutions and
segments of the financial markets that have experienced extreme volatility, and in some cases a lack of liquidity. Federal, state and other
governments, their regulatory agencies or self-regulatory organizations may take actions that affect the regulation of the securities in which the
Fund invests, or the issuers of such securities in which the Fund invests, in unforeseeable ways that could have a material adverse effect on the
Fund's business and operations. Such legislation or regulation could limit or preclude the Fund's ability to achieve its investment objective.
Furthermore, volatile financial
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markets can expose the Fund to greater market and liquidity risk and potential difficulty in valuing portfolio instruments held by the Fund.

Net Asset Value Discount. Shares of closed-end investment companies frequently trade at a discount from net asset value. This characteristic is a
risk separate and distinct from the risk that the Fund's net asset value will decrease. The Fund cannot predict whether its shares will trade at,
above or below net asset value, and the shares of the Fund have traded at a discount for extended periods. Accordingly, the Common Stock of
the Fund is designed primarily for long-term investors and should not be considered a vehicle for trading purposes. See "Risk Factors and
Special Considerations Net Asset Value Discount; Non-Diversification" and "Common Stock."

Non-Diversification. The Fund is classified as a "non-diversified" investment company under the Investment Company Act, which means that
the Fund is not limited by the Investment Company Act in the proportion of its assets that may be invested in the securities of a single issuer. As
a non-diversified investment company, the Fund may invest a greater proportion of its assets in the securities of a smaller number of issuers and,
as a result, may be subject to greater risk with respect to portfolio securities. However, the Fund intends to comply with the diversification
requirements imposed by the Code for qualification as a regulated investment company. See "Risk Factors and Special Considerations Net Asset
Value Discount; Non-Diversification."

Certain Provisions of the Fund's Charter and By-Laws. The Fund's Charter and By-Laws include provisions that could limit the ability of other
entities or persons to acquire control of the Fund or convert the Fund to open-end status and delay or limit the ability of other persons to acquire
control of the Fund. These provisions could deprive the holders of common shares of opportunities to sell their common shares at a premium
over the then current market price of the common shares or at net asset value. The Fund's Board has determined that these provisions are in the
best interests of stockholders generally. See "Risk Factors and Special Considerations Anti-Takeover Provisions" and "Common Stock."
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FEE TABLE

The following Fee Table is intended to assist prospective investors in understanding the costs and expenses that an investor in the Offer will bear
directly or indirectly.

Stockholder Transaction Expenses:

Sales Load None
Expenses of the Offer (as a percentage of offering price) 0.05%
Dividend Reinvestment Plan Fees None

Annual Expenses (as a percentage of net assets):

Management Fees 1.50%
Other Expenses (1) 0.22%
Acquired Fund Fees and Expenses (2) 0.03%
Total Annual Expenses 1.75%

Cumulative Expenses Paid for the Period of:

Example 1 Year 3 Years 5 Years 10 Years
An investor would pay the following expenses on a

US$1,000 investment, assuming a 5% annual return
throughout the periods (3) US$18 US$56 US$95 US$207

The Example set forth above assumes reinvestment of all dividends and distributions at net asset value and an expense ratio of 1.75%. The tables
above and the assumption in the Example of a 5% annual return are required by U.S. Securities and Exchange Commission (the "SEC")
regulations applicable to all investment companies. The Example should not be considered a representation of past or future expenses or
annual rates of return and actual expenses or annual rates of return may be more or less than those assumed for purposes of the
Example.

The figures provided under "Other Expenses" are calculated on the basis of the Fund's asset size after taking into account the estimated net
proceeds of the Offer assuming it is fully subscribed (not taking into account the Over-Subscription Privilege). See "Management of the Fund"
for additional information.

(1) Does not include expenses of the Fund incurred in connection with the Offer, estimated at US$275,000. However, these expenses will be borne by the holders
of the shares of Common Stock of the Fund and result in a reduction of the net asset value of the shares of Common Stock.

(2) The Fund may invest a portion of its assets in other investment companies (the "Acquired Funds"). The Fund's stockholders indirectly bear a pro rata portion
of the expenses of the Acquired Funds in which the Fund invests. The estimate is based upon an assumed average allocation of the Fund's investments in the
Acquired Funds and upon the actual total operating expenses of the Acquired Funds (including any current waivers and expense limitations). Actual Acquired
Fund expenses incurred by the Fund may vary with changes in the allocation of Fund assets among the Acquired Funds and with other events that directly affect
the expenses of the Acquired Funds. Since "Acquired Fund Fees & Expenses" are not directly borne by the Fund, they are not reflected in the Fund's financial
statements, with the result that the information presented in the table will differ from that presented in the Financial Highlights.

(3) The Example reflects the expenses of the Fund incurred in connection with the Offer and assumes that all of the Rights are exercised.
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FINANCIAL HIGHLIGHTS

The table below sets forth selected data for a share of Common Stock outstanding for each period presented. The year end information contained
in the table for the years ended December 31, 2006, 2007 and 2008 has been audited by Ernst & Young LLP, the Fund's independent registered
public accounting firm, as stated in its report which appears in the Fund's Annual Report to Stockholders as of December 31, 2008, and which is
incorporated by reference into this Prospectus. This information should be read in conjunction with the Financial Statements and Notes thereto
which appear in the Annual Report and which are incorporated by reference into this Prospectus.

Per Share Operating Performance
Net asset value, beginning of period

Net investment income (loss)
Net realized and unrealized gain (loss)
on investments

Total from investment operations
Distributions from and/or in Excess of:
Net investment income

Net realized gain

Total distributions

Net asset value, end of period

Per share market price, end of period
Total Investment Return

Market Value

Net Asset Value(1)

Ratios, Supplemental Data

Net assets, end of period (Thousands)

Ratio of expenses to average net assets
Ratio of Net Investment Income (Loss)
to Average Net Assets

Portfolio turnover rate

For the Fiscal Year Ended

2008

$ 68.22
(0.10)

(41.78)
(41.88)

(0.16)

(5.70)

(5.86)
$ 20.48
$ 2045

(51.22)%
(63.87)%

$ 270,482
1.80%+

(0.24) %+
79%

December 31,

2007

$ 26.71
(0.31)

51.43
51.12

(0.16)
(9.45)
(9.61)
$ 68.22
$ 50.51

99.63%
212.93%

$ 893,878
1.73%+

(0.58) %+
64%

For the Period From
September 28, 2006”
through December 31,
2006

$ 19.10
(0.05)

7.66
7.61

$ 26.71
$ 31.00

55.00%*
39.84%*

$ 349,980
1.98%**

(0.93)%**
14%*

(1) Total investment return based on net asset value per share reflects the effects of changes in net asset value on the performance of the Fund during each period,
and assumes dividends and distributions, if any, were reinvested. This percentage is not an indication of the performance of a stockholder's investment in the Fund

based on market value due to differences between the market price of the stock and the net asset value of the Fund.

A Commencement of Operations.

Per share amount is based on average shares outstanding.

+ Reflects rebate of certain Fund expenses in connection with the investments in Morgan Stanley Institutional Liquidity Funds Money Market
Portfolio Institutional Class during the period. As a result of such rebate, the expenses as a percentage of its net assets were effected by less than 0.005%.

* Not Annualized.

*#% Annualized.
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THE OFFER
Terms of the Offer

The Fund is offering to its Record Date Stockholders non-transferable Rights to subscribe for Shares of the Fund's Common Stock. Each Record
Date Stockholder will receive one Right for each whole share of Common Stock owned on the Record Date. Each Record Date Stockholder
needs five Rights to purchase one Share at the Subscription Price. The Fund will not issue fractional Shares upon the exercise of less than five
Rights. The Rights entitle the holders thereof to acquire at the Subscription Price one Share for each five Rights held. The Rights are evidenced
by Subscription Certificates which will be mailed to Record Date Stockholders, other than Foreign Record Date Stockholders. See " Foreign
Stockholders." The Fund does not have the right to withdraw the Offer after the Rights have been issued.

Completed Subscription Certificates may be delivered to the Subscription Agent at any time during the Subscription Period, which commences
on May 28, 2009 and ends at 5:00 p.m., New York time, on June 19, 2009, unless extended by the Fund. See " Expiration of the Offer."

Each Record Date Stockholder who fully exercises all Rights initially issued to him or her is entitled to subscribe for Shares which were not
otherwise subscribed for by Record Date Stockholders in the Primary Subscription. If enough Shares are available, all of these requests will be
honored in full. If these requests for Shares exceed the Shares available, the Fund may determine after the expiration of the Offer, in the
discretion of the Board, to issue additional Common Stock up to an amount equal to 25% of the Shares available pursuant to the Offer (up to an
additional 672,808 shares of Common Stock) in order to cover these requests. Regardless of whether the Fund issues such additional Common

Stock, to the extent Shares are not available to honor all requests, the available Shares will be allocated pro rata among those Record Date
Stockholders who over-subscribe based on the number of Rights originally issued to them by the Fund.

Rights will be evidenced by Subscription Certificates and may be exercised by delivering to the Subscription Agent a completed Subscription
Certificate, together with payment, or by delivery of a Notice of Guaranteed Delivery. The method by which Rights may be exercised and

Shares paid for is set forth below in " Exercise of Rights" and " Payment for Shares." An Exercising Rights Holder will have no right to rescind a
purchase after the Subscription Agent has received a completed Subscription Certificate or Notice of Guaranteed Delivery. See " Payment for
Shares" below.

The Rights are non-transferable and, therefore, may not be purchased or sold. Rights not exercised will expire without residual value when the
Offer expires. The Rights will not be listed for trading on the NYSE or any other securities exchange. However, the Shares to be issued pursuant
to the Offer will be listed for trading on the NYSE, subject to the NYSE being officially notified of the issuance of those Shares.

There is no minimum number of Rights that must be exercised in order for the Offer to close.
Purpose of the Offer

The Board of the Fund has determined that it is in the best interests of the Fund and its stockholders to increase the assets of the Fund available
for investment so that the Fund will be in a better position to take advantage of available investment opportunities. Without an infusion of
additional capital, the Fund is limited in its ability to take advantage of new investment opportunities. The Offer affords the Fund a means of
increasing its assets available for investment without requiring the sale of portfolio securities. The Fund also believes that increasing the size of
the Fund would increase the liquidity of the Fund's shares of Common Stock and reduce the Fund's expenses as a proportion of average net
assets. In addition, the Offer seeks to reward the Fund's stockholders by giving existing stockholders the right to purchase additional shares of
Common Stock at a price that may be below market without incurring any direct transaction costs.

Prior to reaching this conclusion, the Fund's Board, in consultation with the Adviser and others, reviewed the structure, timing and terms of this
offer, as well as its dilutive effect on both stockholders who exercise their rights and those who do not and other potentially adverse
consequences resulting from the Offer. After careful consideration, the Board voted unanimously to approve the terms of the Offer. However,
there can be no assurance that the Offer will provide any of the benefits listed above.

Morgan Stanley Investment Management Inc., as the adviser and administrator to the Fund, and Morgan Stanley Investment Management
Company, as the sub-adviser to the Fund, will benefit from the Offer because their fees as adviser and administrator and sub-adviser,
respectively, are based on the average net assets of the Fund. It is not possible
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to state precisely the amount of additional compensation they will receive as a result of the Offer because it is not known how many Shares will
be subscribed for and because the proceeds of the Offer will be invested in additional portfolio securities which will fluctuate in value. However,
in the event that all the Rights are exercised in full and on the basis of an Estimated Subscription Price, the Adviser and the Administrator would
receive additional annual fees of approximately US$1,496,372 and US$79,807, respectively, as a result of the increase in assets under
management. See "Management of the Fund."

Although the Fund has no present intention to do so, the Fund may, in the future and at its discretion, choose to make additional rights offerings
from time to time for a number of shares of Common Stock and on terms which may or may not be similar to the Offer.

Over-Subscription Privilege

Shares not subscribed for in the Primary Subscription will be offered, by means of the Over-Subscription Privilege, to the Record Date
Stockholders who have exercised all exercisable Rights issued to them and who wish to acquire more than the number of Shares for which the
rights issued to them are exercisable. If sufficient Shares are not available after completion of the Primary Subscription to honor all
over-subscription requests, the Fund may determine after the expiration of the Offer, in the discretion of the Board, to issue additional Common
Stock up to an amount equal to 25% of the Shares available pursuant to the Offer (up to an additional 672,808 shares of Common Stock) in order
to cover the over-subscription requests. Regardless of whether the Fund issues such additional Shares, and to the extent shares of Common Stock
are not available to honor all over-subscription requests, the available Shares will be allocated among those who over-subscribe so that the
number of Shares issued to participating Record Date Stockholders will generally be in proportion to the number of Shares owned by such
stockholders on the Record Date. The allocation process may involve a series of allocations in order to assure the total number of Shares

available for over-subscription are distributed on a pro rata basis. The Fund will not offer or sell any Shares which are not subscribed for
pursuant to the Primary Subscription or the Over-Subscription Privilege. For a further description of how to exercise the Over-Subscription
Privilege, see " Exercise of the Over-Subscription Privilege" below.

Subscription Price

The Subscription Price for the Shares to be issued upon exercise of the Rights will be 95% of the average of the last reported sales price per
share of the Fund's Common Stock on the NYSE on the date on which the Offer expires and the four preceding trading days, but in any case not
less than the net asset value per share of the Fund's Common Stock at the close of trading on the NYSE on the date on which the Offer expires.

The Fund announced the Offer on March 19, 2009. The net asset value per share of Common Stock at the close of business on March 19, 2009
and on May 18, 2009 was US$24.66 and US$28.94, respectively, and the last reported sale price of a share of the Fund's Common Stock on the
NYSE on those dates was US$27.75 and US$37.29, respectively.

The Subscription Price for the Shares to be issued upon exercise of the Rights will be determined on the Expiration Date of the Offer. Because
the Subscription Price for the Shares will not be determined at the time that Exercising Rights Holders make payment for such Shares, the price
of the Shares payable by an Exercising Rights Holder will be based on the Estimated Subscription Price. See "Payment for Shares" below for a
further discussion of the methods of payment.

Expiration of the Offer

The Offer will expire at 5:00 p.m., New York time, on June 19, 2009, unless extended by the Fund (the "Expiration Date"). Rights will expire on
the Expiration Date and may not be exercised thereafter.

Subscription Agent

The Subscription Agent is Computershare Trust Company, N.A., which will receive for its administrative, processing, invoicing and other
services as subscription agent, a fee estimated to be US$16,000, as well as reimbursement for all out-of-pocket expenses related to the Offer.
Questions regarding the Subscription Certificates should be directed to the Information Agent (telephone (800) 509-4953); stockholders may
also consult their brokers or nominees. Signed Subscription Certificates should be sent by first class mail or overnight courier to Computershare
Trust Company, N.A., Corporate Actions Voluntary Offer, 250 Royall Street, Suite V, Canton, Massachusetts 02021.
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Information Agent
Any questions or requests for assistance may be directed to the Information Agent at its telephone number and address listed below:

Georgeson Inc.
199 Water Street, 26th Floor
New York, New York 10038
Toll-Free: (800) 509-4953
or
For banks and brokers: (212) 440-9800

The Information Agent will receive a fee estimated to be US$5,500, as well as reimbursement for all out-of-pocket expenses related to the Offer.
Exercise of Rights

Rights may be exercised by filling in and signing the reverse side of the Subscription Certificate which accompanies this Prospectus and mailing
it in the envelope provided, or otherwise delivering the completed and signed Subscription Certificate to the Subscription Agent, together with
payment for the Shares as described below under "Payment for Shares." Alternatively, Rights may be exercised by having your bank, trust
company or broker (if a member of the NYSE) complete and deliver to the Subscription Agent a Notice of Guaranteed Delivery (see below
under "Payment for Shares"). Completed Subscription Certificates with payment for the Shares, or a completed Notice of Guaranteed Delivery,
must be received by the Subscription Agent prior to 5:00 p.m., New York time, on the Expiration Date at the offices of the Subscription Agent at
the address set forth above. Rights may also be exercised through an Exercising Rights Holder's broker, who may charge such Exercising Rights
Holder a servicing fee. An Exercising Rights Holder will have no right to rescind a purchase after the Subscription Agent has received a
completed Subscription Certificate or Notice of Guaranteed Delivery.

Nominees who hold shares of Common Stock for the account of others, such as brokers, trustees or depositories for securities, should notify the
respective beneficial owners of such shares as soon as possible to ascertain such beneficial owners' intentions and to obtain instructions with
respect to the Rights. If the beneficial owner so instructs, the nominee should complete the Subscription Certificate and submit it to the
Subscription Agent with the proper payment. In addition, beneficial owners of Common Stock or Rights held through such a nominee should
contact the nominee and request the nominee to effect transactions in accordance with the beneficial owner's instructions.

Exercise of the Over-Subscription Privilege

Record Date Stockholders who fully exercise all Rights issued to them may participate in the Over-Subscription Privilege by indicating on their
Subscription Certificate the number of Shares they are willing to acquire pursuant thereto.

If sufficient Shares are not available after completion of the Primary Subscription to honor all over-subscription requests, the Fund may
determine after the expiration of the Offer, in the discretion of the Board, to issue up to an additional 25% of the Shares available pursuant to the
Offer (up to an additional 672,808 shares of Common Stock) in order to cover the over-subscription requests. Regardless of whether the Fund
issues such additional Shares, and to the extent Shares are not available to honor all over-subscription requests, the available Shares will be
allocated among those who over-subscribe so that the number of Shares issued to participating Record Date Stockholders will generally be in
proportion to the number of Shares owned by such stockholders on the Record Date. The allocation process may involve a series of allocations

in order to assure the total number of Shares available for over-subscription are distributed on a pro rata basis.

Banks, broker-dealers, trustees and other nominee holders of rights will be required to certify to the Subscription Agent, before any
Over-Subscription Privilege may be exercised with respect to any particular beneficial owner, as to the aggregate number of Rights exercised
pursuant to the Primary Subscription and the number of Shares subscribed for pursuant to the Over-Subscription Privilege by such beneficial
owner and that such beneficial owner's primary subscription was exercised in full.
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Payment for Shares
Exercising Rights Holders who acquire Shares pursuant to the Offer may choose between the following methods of payment:

(1) An Exercising Rights Holder can send the Subscription Certificate, together with payment for the Shares acquired in the Primary
Subscription and any additional Shares subscribed for pursuant to the Over-Subscription Privilege, based on the Estimated Subscription Price of
US$37.17 per Share, to the Subscription Agent. A subscription will be accepted when payment, together with the properly completed and
executed Subscription Certificate, is received by the Subscription Agent at any of the addresses set forth above; such payment and Subscription
Certificates must be received by the Subscription Agent no later than 5:00 p.m., New York time, on the Expiration Date. The Subscription Agent
will deposit all checks received by it for the purchase of Shares into a segregated interest-bearing account of the Fund (the interest from which
will belong to the Fund) pending proration and distribution of Shares. Payment pursuant to this method must be made in U.S. dollars by money

order or check drawn on a bank located in the United States, payable to Morgan Stanley China A Share Fund, Inc., and must accompany a
properly completed and executed Subscription Certificate for such Subscription Certificate to be accepted and be received by 5:00 p.m. on the
Expiration Date.

(2) Alternatively, a subscription will be accepted by the Subscription Agent if, prior to 5:00 p.m., New York time, on the Expiration Date, the
Subscription Agent has received a Notice of Guaranteed Delivery by facsimile (telecopy) or otherwise from a bank, a trust company or a NYSE
member guaranteeing delivery of (i) payment of the full Estimated Subscription Price for the Shares subscribed for in the Primary Subscription
and any additional Shares subscribed for pursuant to the Over-Subscription Privilege and (ii) a properly completed and executed Subscription
Certificate. The Subscription Agent will not honor a Notice of Guaranteed Delivery unless a properly completed and executed Subscription
Certificate and full payment for the Shares is received by the Subscription Agent by the close of business on the third Business Day after the
Expiration Date (the "Protect Period").

Within five business days following the Subscription Period (the "Confirmation Date"), the Subscription Agent will send a confirmation to each
Exercising Rights Holder (or, if the Common Stock is held by Cede & Co. or any other depository or nominee (a "Nominee") to such Nominee).
The confirmation will indicate (i) the number of Shares acquired in the Primary Subscription, (ii) the number of Shares, if any, acquired pursuant
to the Over-Subscription Privilege, (iii) the Subscription Price per share and total purchase price of the Shares and (iv) any additional amount
payable by such Exercising Rights Holder to the Fund or any amount to be refunded by the Fund to such stockholder, in each case based on the
Subscription Price. In the event the Estimated Subscription Price is greater than the actual Subscription Price determined at the close of the
Subscription Period, a refund is owed to the Exercising Rights Holder. Where an Exercising Rights Holder that is owed a refund in connection
with the Primary Subscription exercises his or her Right to acquire Shares pursuant to the Over-Subscription Privilege, such excess payment that
would otherwise be refunded to the Record Date Stockholder will, if necessary, be applied by the Fund toward payment for Shares acquired
pursuant to the exercise of the Over-Subscription Privilege. Any additional payment required from an Exercising Rights Holder must be received
by the Subscription Agent by July 1, 2009 (the "Final Payment Date"), unless the Offer is extended. Any excess payment to be refunded by the
Fund to a Record Date Stockholder will be mailed by the Subscription Agent to such Record Date Stockholder as promptly as possible. All
payments by a Record Date Stockholder must be in U.S. dollars by money order or check drawn on a bank or branch located in the United States
and payable to "Morgan Stanley China A Share Fund, Inc."

The Subscription Agent will deposit all checks received by it prior to the Final Payment Date into a segregated interest-bearing account (which
interest will inure to the benefit of the Fund) pending proration and distribution of the Shares. An Exercising Rights Holder will have no right to
rescind a purchase after the Subscription Agent has received a completed Subscription Certificate or a Notice of Guaranteed Delivery.

Whichever of the two methods described above is used, issuance of the Shares purchased is subject to collection of checks and actual
payment. If a holder of Rights who subscribes for Shares pursuant to the Primary Subscription or Over-Subscription Privilege does not
make payment of any amounts due, the Fund and the Subscription Agent reserve the right to take any or all of the following actions: (i)
find other stockholders or Rights Holders for such subscribed and unpaid for Shares; (ii) apply any payment actually received by it
toward the purchase of the greatest whole number of Shares which could be acquired by such holder upon exercise of the Primary
Subscription and/or Over-Subscription Privilege; and/or (iii) exercise any and all other rights or remedies
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to which the Fund may be entitled, including, without limitation, the right to set off against payments actually received by it with respect
to such subscribed Shares.

The method of delivery of Subscription Certificates and payment of the Estimated Subscription Price to the Fund will be at the election and risk
of the Exercising Rights Holders, but if sent by mail it is recommended that such certificates and payments be sent by registered mail, properly
insured, with return receipt requested, and that a sufficient number of days be allowed to ensure delivery to the Subscription Agent and clearance
of payment prior to 5:00 p.m., New York time, on the Expiration Date. Because uncertified personal checks may take five business days to
clear, if you plan to pay by personal check you are strongly urged to return your Subscription Certificate and payment at least five
business days prior to the Expiration Date.

All questions concerning the timeliness, validity, form and eligibility of any exercise of Rights will be determined by the Fund, whose
determinations will be final and binding. The Fund in its sole discretion may waive any defect or irregularity, or permit a defect or irregularity to
be corrected within such time as it may determine, or reject the purported exercise of any Right. Subscriptions will not be deemed to have been
received or accepted until all irregularities have been waived or cured within such time as the Fund determines in its sole discretion. The Fund
will not be under any duty to give notification of any defect or irregularity in connection with the submission of Subscription Certificates or
incur any liability for failure to give such notification.

Foreign Stockholders

Subscription Certificates will not be mailed to Foreign Record Date Stockholders. The Rights to which such Subscription Certificates relate will
be held by the Fund for such Foreign Record Date Stockholders' accounts until instructions are received to exercise the Rights. If no instructions
have been received by the Expiration Date, the Rights will expire.

U.S. Federal Income Tax Consequences of the Offer
The U.S. federal income tax consequences to holders of Common Stock with respect to the Offer will be as follows:

1. The distribution of Rights to Record Date Stockholders will not result in taxable income to such holders nor will such holders realize taxable
income as a result of the exercise of the Rights.

2. The basis of a Right will be (a) to a holder of Common Stock to whom it is issued and who exercises the Right (i) if the fair market value of
the Right immediately after issuance is less than 15% of the fair market value of the Common Stock with regard to which it is issued, zero
(unless the holder elects, by filing a statement with his timely filed federal income tax return for the year in which the Rights are received, to
allocate the basis of the Common Stock between the Right and the Common Stock based on their respective fair market values immediately after
the Right is issued), and (ii) if the fair market value of the Right immediately after issuance is 15% or more of the fair market value of the
Common Stock with regard to which it is issued, a portion of the basis in the Common Stock based upon their respective fair market values
immediately after the Right is issued; and (b) to a holder of Common Stock to whom it is issued and who allows the Right to expire, zero.

3. If the Right is exercised by the Record Date Stockholder, the basis of the Common Stock received will include the basis allocated to the
Right, if any, and the amount paid upon exercise of the Right.

4. If the Right is exercised, the holding period of the Common Stock acquired begins on the date the Right is exercised.

The Fund is required to withhold and remit to the U.S. Treasury 28% of reportable payments paid on an amount if the holder of the account
provides the Fund with either an incorrect taxpayer identification number or no number at all or fails to certify that he or she is not subject to
such withholding. The 28% withholding tax is not an additional tax. Any amount withheld may be credited against the holder's U.S. federal
income tax liability.

The foregoing is only a summary of the applicable U.S. federal income tax laws and does not include any state or local tax consequences of the
Offer. Exercising Rights Holders should consult their own tax advisers concerning the tax consequences of this transaction. See "Tax Matters."
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Employee Plan Considerations

Stockholders that are employee benefit plans subject to the Employee Retirement Income Security Act of 1974, as amended ("ERISA")
(including corporate savings and 401(k) plans), Keogh plans of self-employed individuals, Individual Retirement Accounts and other plans
eligible for special tax treatment under the Code (collectively, "Plans"), should be aware that additional contributions of cash to the Plan (other
than rollover contributions or trustee-to-trustee transfers from other Plans) in order to exercise Rights would be treated as Plan contributions and,
when taken together with contributions previously made, may subject a Plan to excise taxes for excess or nondeductible contributions. In the
case of Plans qualified under Section 401(a) of the Code and certain other plans, additional cash contributions could cause the maximum
contribution limitations of Section 415 of the Code or other qualification rules to be violated. Plans contemplating making additional cash
contributions to exercise Rights should consult with their counsel prior to receiving or using such contributions.

Plans and other tax exempt entities, including governmental plans, should also be aware that if they borrow in order to finance their exercise of
Rights, they may become subject to the tax on unrelated business taxable income under Section 511 of the Code. If any portion of an IRA is used
as security for a loan, the portion so used is also treated as distributed to the IRA depositor.

ERISA contains fiduciary responsibility requirements, and ERISA and the Code contain prohibited transaction rules, that may impact the
exercise or transfer of Rights. Due to the complexity of these rules and the penalties for non-compliance, Plans should consult with their counsel
regarding the consequences of their exercise or transfer of Rights under ERISA and the Code.

Notice of Net Asset Value Decline

The Fund has, as required by the SEC's registration form, undertaken to suspend the Offer until it amends this Prospectus if, subsequent to May
18, 2009 (the effective date of the Fund's Registration Statement), the Fund's net asset value declines more than 10% from its net asset value as
of that date.

THE FUND

The Fund is a non-diversified, closed-end management investment company registered under the Investment Company Act. The Fund was
organized under the laws of the State of Maryland on July 6, 2006, pursuant to the Fund's Articles of Incorporation, as amended and restated by
the Fund's Articles of Amendment and Restatement filed with the State Department of Assessments and Taxation of Maryland on September 5,
2006, which we refer to as our Charter. The Fund's principal office is located at 522 Fifth Avenue, New York, New York 10036, and its
telephone number is (800) 231-2608. The Fund was the first U.S. registered investment company to invest principally in China A-shares.

USE OF PROCEEDS

The net proceeds of the Offer, assuming that all Shares offered are subscribed for, are estimated to be approximately US$99,758,131
(approximately US$124,766,404 if the Board decides to authorize the full over-subscription), after deducting offering expenses payable by the
Fund estimated to be approximately US$275,000. The Fund intends to invest the net offering proceeds in B-shares, H-shares, shares of Red Chip
companies, shares of China-related companies, ETFs and P-notes, in accordance with its investment goals and policies. The ETFs and P-notes in
which the Fund intends to invest will only be counted towards the Fund's 80% policy to the extent that they are structured to be positively
correlated and linked to China A-shares. The Fund anticipates that investment of the net proceeds of the Offer in accordance with the Fund's
investment objective and policies may take up to ninety days from their receipt by the Fund, depending on market conditions and availability of
appropriate securities. Pending such investment, the proceeds may be invested in short-term debt securities.

THE FUND'S INVESTMENTS
Investment Objective and Policies

The Fund's investment objective is to seek capital growth. The Fund seeks to achieve its investment objective by investing, under normal
circumstances, at least 80% of its assets in A-shares of Chinese companies listed on the Shanghai and Shenzhen Stock Exchanges. The Fund
may invest up to 15% of its net assets in warrants, structured investments or other Strategic Transactions. These investments will be deemed to
be counted toward the Fund's 80% policy to the extent that these investments are structured to be positively correlated and linked to China
A-shares. The Fund may also invest up to 20% of its assets in other types of investments, including B-shares of companies listed on the
Shanghai and Shenzhen Stock
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Exchanges, H-shares of companies incorporated in mainland China and listed on the Hong Kong Stock Exchange, shares of Red Chip companies
with controlling Chinese shareholders that are incorporated outside mainland China and listed on the Hong Kong Stock Exchange, shares of
China-related companies listed on the Hong Kong Stock Exchange, the Singapore Stock Exchange and other exchanges, and assets which may
or may not be China-related, including shares of open- and closed-end investment companies, Strategic Transactions, common stocks, bonds,
convertible securities, money market and other short-term debt securities and cash equivalents. For purposes of the Fund's policies, "China"
means the People's Republic of China, which includes Hong Kong, and a "China-related" company is a company that (i) is organized in, or for
which the principal securities trading market is in, China or (ii) derives or that is expected to derive 50% or more of its annual revenues
primarily from either goods produced, sales made or services performed in China. The Fund's investment objective and 80% policy may be
changed without stockholder approval; however, stockholders will be notified of any changes. There can be no assurance that the Fund's
investment objective will be achieved.

Quotas for Investments in China

Currently, the equity of listed companies in mainland China seeking both domestic and foreign capital includes A-shares denominated and
traded in renminbi and B-shares denominated in renminbi but traded in either U.S. dollars or Hong Kong dollars. As of April 30, 2009, only 86
companies listed on the Shanghai and Shenzhen Stock Exchanges had both A-shares and B-shares in issue. Some Chinese companies issue
H-shares that are listed on the Hong Kong Stock Exchange. Foreign investors had historically been unable to participate in the A-share market.
However, in late 2002, Investment Regulations promulgated by the CSRC came into effect, which were replaced by updated Investment
Regulations (i.e., "Measures for the Administration of the Securities Investments of Qualified Foreign Institutional Investors in the PRC") which
came into effect on September 1, 2006, that provided a legal framework for certain QFIIs, including certain fund management institutions,
insurance companies, securities companies and other asset management institutions, to invest in A-shares on the Shanghai and Shenzhen Stock
Exchanges and certain other securities historically not eligible for investment by non-Chinese investors, through quotas granted by SAFE to
those QFIIs which have been approved by the CSRC. Pursuant to an administrative notice issued by the CSRC on August 24, 2006
implementing the Investment Regulations, a QFII may invest in stocks listed and traded on a stock exchange, bonds listed and traded on a stock
exchange, investment companies, warrants listed and traded on a stock exchange, and other financial instruments approved by the CSRC (due to
technical reasons, QFIIs currently cannot participate in the repurchase of government bonds and trading of corporate bonds on the Shenzhen
Stock Exchange). QFIIs are subject to the PRC Foreign Investment Industrial Guidance Catalogue. Accordingly, QFIIs are only permitted to
invest in market sectors that are classified as open to foreign investment. Further, no single QFII may acquire China A-shares exceeding more
than 10% of the total number of shares of any listed company, and the aggregate holdings of China A-shares of all QFIIs in any listed company
cannot exceed 20% of the total number of its shares. It is expected that SAFE will issue a new Circular on Relevant Issues in Foreign Exchange
Administration in Implementing the "Measures for the Administration of the Securities Investments of Qualified Foreign Institutional Investors
in the PRC" (which is in draft form as of the date of this Prospectus) ("Draft New SAFE Circular"). Some of the restrictions described in this
Prospectus are based on the Draft New SAFE Circular and thus are not final and may be changed when SAFE formally issues its new circular.

The CSRC grants QFII licenses to certain fund management institutions, insurance companies, securities companies and other asset management
institutions for investing in Chinese securities markets. Investment companies are not currently within the types of companies that may be
granted a QFII license. The Adviser has obtained a QFII license pursuant to which it is authorized to invest in China A-shares and other
permitted China securities on behalf of the Fund up to the A-share Quota. Since the Fund does not satisfy the criteria to qualify as a QFII itself,
in order for the Fund to invest in China A-shares, it does so via the Adviser's A-share Quota. Securities purchased by the Adviser, in its capacity
as a QFII, on behalf of the Fund, can currently be received by the China Securities Depository and Clearing Corporation Limited ("CDSCC") as
credited to a securities trading account maintained in the joint names of the Fund and the Adviser. The Fund has obtained a legal opinion from
the Fund's Chinese counsel confirming that, as a matter of Chinese law, the Adviser as QFII has no ownership interest in the securities and that
the Fund will be ultimately and exclusively entitled to ownership of the securities. However, given that the securities trading account is
maintained in the joint names of the Adviser and the Fund, the Fund's assets may not be as well protected as they would be if it were possible for
them to be registered and held solely in the name of the Fund. See "Risk Factors and Special Considerations."

Initially substantially all investments by the Fund in China are intended to be made and held through the A-share Quota. Potential investors
should note that there is no guarantee that the Adviser will continue to benefit from the A-share Quota. See "Risk Factors and Special
Considerations Risks Associated with Investments in Chinese Companies."

17

27



Edgar Filing: Morgan Stanley China A Share Fund, Inc. - Form 497

Current regulations do not permit the increase of the amount of the A-share Quota. In order for the Fund to be able to invest more than the
amount of the A-share Quota in China A-shares, the Adviser would need to submit a new application and be approved. In addition, the A-share
Quota currently may be reduced or revoked by the Chinese regulators and, according to the Draft New SAFE Circular if adopted as written, only
in case of serious breach of law. The A-share Quota will be made available exclusively to the Fund.

The Fund's Investments

There are a limited number of companies with securities listed on stock exchanges in China in which the Fund may invest; however, the Fund
anticipates that the number of such securities will increase substantially in the future and the Fund intends to invest in a broad range of such
securities as they become available. In addition, for temporary defensive purposes, the Fund may invest less than 80% of its assets in equity
securities of Chinese issuers, in which case the Fund may invest in debt securities of the kind described under " Temporary Investments" below.

The Fund invests its assets over a broad spectrum of the Chinese economy. The Fund uses a bottom-up fundamental analysis of companies,
seeking to identify issuers with strong earnings and cash flow growth potential and good quality of management. In selecting industries and
companies for investment, the Adviser considers overall growth prospects, competitive positions in export markets, technologies, research and
development, productivity, labor costs, raw material costs and sources, profit margins, returns on investment, capital resources, government
regulation, management and other factors. The Fund is not permitted to invest 25% or more of its assets in any one industry.

The Chinese Securities Markets. Currently, there are two stock exchanges in mainland China, the Shanghai and Shenzhen Stock Exchanges, and
there is one stock exchange in Hong Kong. The Shanghai and Shenzhen Stock Exchanges are supervised by the CSRC and are highly automated
with trading and settlement executed electronically. The Shanghai and Shenzhen Stock Exchanges are substantially smaller, less liquid and more
volatile than the major securities markets in the United States. In comparison to the mainland Chinese securities markets, the securities markets
in Hong Kong are relatively well developed and active.

The Shanghai Stock Exchange commenced trading on December 19, 1990, the Shenzhen Stock Exchange commenced trading on July 3, 1991
and the Hong Kong Stock Exchange commenced trading on April 2, 1986. The Shanghai and Shenzhen Stock Exchanges divide listed shares
into two classes: A-shares and B-shares. Companies whose shares are traded on the Shanghai and Shenzhen Stock Exchanges that are
incorporated in mainland China may issue both A-shares and B-shares. As of the end of December 2008, 1,625 companies issued A-shares and
109 companies issued B-shares. As of the end of March 2008, only 86 companies issued both A-shares and B-shares. In China, the A-shares and
B-shares of an issuer trade on one exchange. A-shares and B-shares may both be listed on either the Shanghai or Shenzhen Stock Exchange.
Both classes represent an ownership interest comparable to a share of common stock and all shares are entitled to substantially the same rights
and benefits associated with ownership. A-shares are traded on the Shanghai and Shenzhen Stock Exchanges in Chinese currency. All
repatriations of gains and income on A-shares require the approval of SAFE and principal invested pursuant to the A-share Quota currently may
not be repatriated for at least three years, but that may be shortened to one year if the Draft New SAFE Circular is adopted as written. B-shares
are traded on the Shenzhen and Shanghai Stock Exchanges in Hong Kong dollars and U.S. dollars, respectively.

Foreign investors had historically been unable to participate in the A-share market. However, in late 2002, Investment Regulations promulgated
by the CSRC came into effect, which were replaced by the updated Investment Regulations (i.e., "Measures for the Administration of the
Securities Investments of Qualified Foreign Institutional Investors in the PRC"), which came into effect on September 1, 2006, that provided a
legal framework for certain QFIIs to invest in A-shares on the Shanghai and Shenzhen Stock Exchanges and certain other securities historically
not eligible for investment by non-Chinese investors, through quotas granted by SAFE to those QFIIs which have been approved by the CSRC.
See " Quotas for Investment in China." B-shares were originally intended to be available only to foreign investors or foreign institutions.
However, since February 2001, B-shares have been available to domestic individual investors who trade through legal foreign currency
accounts. See "Appendix A Geographic, Political and Economic Developments in the People's Republic of China."

China A-Shares. The Fund invests principally in companies incorporated in mainland China that are traded in the A-share markets. The prices of
A-shares are quoted in renminbi, and currently only Chinese domestic investors and QFIIs are allowed to trade A-shares. The China A-share
market covers both the Shanghai Stock Exchange and the Shenzhen Stock Exchange.
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The Adviser obtained a QFII license pursuant to which it is authorized to invest in China A-shares and other permitted China securities on behalf
of the Fund up to its A-share Quota. There is no guarantee that the A-share Quota will not be modified or revoked in the future.

Strategic Transactions. The Fund may invest up to 15% of its net assets in P-notes, warrants, structured investments or various other Strategic
Transactions to gain exposure to the A-share market. The Fund may also use Strategic Transactions, which may or may not be China-related, to
obtain equity exposure, earn income, facilitate portfolio management and seek to mitigate risks. Although the Adviser may seek to use these
transactions to achieve the Fund's investment objective, no assurance can be given that the use of these transactions will achieve this result. To
the extent that the Strategic Transactions are not structured to be positively correlated and linked to China A-shares, they will not be counted
toward the 80% policy described under "Investment Objective and Policies." Investments which are not structured to but are found to have some
correlation to China A-shares will not be counted toward the Fund's 80% policy.

The Fund may purchase P-notes, warrants, notes or other structured investments from a financial institution, the return on which is linked to the
performance of a particular market, index or security, which may or may not be China-related, as a means of gaining exposure to such markets
or securities. The Fund may also purchase and sell other derivative instruments, including exchange-listed and over-the-counter put and call
options on securities, financial futures contracts, fixed-income and other interest rate indices, stock indices and other financial instruments,
purchase and sell financial futures contracts and options on futures contracts, and may enter into swap transactions, such as interest rate swaps,
total return swaps, credit default swaps, caps, floors or collars. These investments may be used to attempt to protect against possible changes in
the market value of securities held in or to be purchased for the Fund's portfolio resulting from securities markets fluctuations, to protect the
Fund's unrealized gains in the value of its portfolio securities, to facilitate the sale of securities for investment purposes, to manage the effective
maturity or duration of the Fund's portfolio or to establish a position in the derivatives markets as a temporary substitute for purchasing or selling
particular securities.

Any or all of these investment techniques may be used at any time and there is no particular strategy that dictates the use of one technique rather
than another, as the use of any Strategic Transaction is a function of numerous variables including market conditions. The ability of the Fund to
utilize these Strategic Transactions successfully will depend on the Adviser's ability to predict pertinent market movements, which cannot be
assured. The Fund will comply with applicable regulatory requirements when implementing these strategies, techniques and instruments. See
"Risk Factors and Special Considerations Risks of Engaging in Strategic Transactions" for a description of the risks involved in using Strategic
Transactions.

The Fund may invest its remaining assets in the following:

China B-Shares. The Fund may invest in shares of companies incorporated in mainland China that are traded in the mainland B-share markets.
Unlike prices in the A-share market, the prices of B-shares are quoted in foreign currencies. The B-share market commenced operations in April
1991 and was originally opened exclusively for foreign investors. In 2001, the B-share market opened to Chinese domestic individual investors
as well. However, Chinese domestic individual investors must trade with legal foreign currency accounts. The China B-share market is
composed of the Shanghai Stock Exchange (which settles in U.S. dollars) and the Shenzhen Stock Exchange (which settles in Hong Kong
dollars). The China B-share market is generally smaller, less liquid and has a smaller issuer base than the China A-share market. As of the end of
March, 2009, the China B-share market had approximately 109 issuers and a market capitalization of approximately RMB96.97 billion. The
issuers that compose the B-share market include a broad range of companies, including companies with large, medium and small capitalizations.

China H-Shares. The Fund may invest in shares of companies incorporated in mainland China and listed on the Hong Kong Stock Exchange.
H-shares are traded in Hong Kong dollars on the Hong Kong Stock Exchange. H-shares are issued by companies incorporated in mainland
China, and must meet Hong Kong's listing and disclosure requirements in order to be listed on the Hong Kong Stock Exchange. H-shares may be
traded by foreigners and are often the vehicle for extending a Chinese company's privatization to foreign investors.

Red Chip Companies. The Fund may invest in shares of companies with controlling Chinese shareholders that are incorporated outside mainland
China and listed on the Hong Kong Stock Exchange. Red Chip shares are traded in Hong Kong dollars on the Hong Kong Stock Exchange. Red
Chip companies often have a majority of their business operations in mainland China. Red Chip shares may also be traded by foreigners.
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China-Related Companies. The Fund may invest in shares of China-related companies listed on the Hong Kong Stock Exchange, the Singapore
Stock Exchange or other exchanges. A "China-related" company is a company that (i) is organized in, or for which the principal securities
trading market is in, China or (ii) derives or that is expected to derive 50% or more of its annual revenues primarily from either goods produced,
sales made or services performed in China.

Other Investment Companies. The Fund may invest in securities of other open- and closed-end investment companies, which may or may not be
China-related, subject to applicable limitations under the Investment Company Act and under the relevant laws and regulations in other
jurisdictions. The Fund's investments in other investment companies will be counted towards the Fund's 80% policy, described under
"Investment Objective and Policies," to the extent that such other investment companies are structured to be positively correlated and linked to
China A-shares.

Short-Term Investments. The Fund may also invest in money market and other short-term debt securities and cash equivalents, which may be
denominated in RMB.

Portfolio Composition

Common Stock. Common stock, which includes Depositary Receipts (as defined below), generally represents an ownership or equity interest in
an issuer, without preference over any other class of securities, including such issuer's debt securities, preferred stock and other senior equity
securities. Common stocks are entitled to the income and increase in the value of the assets and business of the issuer after all its debt obligations
and obligations to preferred stockholders are satisfied. Common stocks generally have voting rights. Common stocks fluctuate in price in
response to many factors including historical and prospective earnings of the issuer, the value of its assets, general economic conditions, interest
rates, investor perceptions and market liquidity. They may or may not pay dividends, as some issuers reinvest all of their profits back into their
businesses, while others pay out some of their profits to stockholders as dividends.

Money Market Instruments. Money market instruments are high quality short-term fixed income securities. Money market instruments may
include obligations of governments, government agencies, banks, corporations and special purpose entities and repurchase agreements relating
to these obligations. Certain money market instruments may be denominated in a foreign currency.

Cash Equivalents. The Fund may also invest in cash equivalents, which are short-term fixed income securities.

Depositary Receipts. The Fund is permitted to invest indirectly in securities of Chinese companies through sponsored or unsponsored American
Depositary Receipts ("ADRs"), Global Depositary Receipts ("GDRs") and other types of depositary receipts (which, together with ADRs and
GDRs, are hereinafter collectively referred to as "Depositary Receipts"), to the extent such Depositary Receipts become available. Depositary
Receipts may not necessarily be denominated in the same currency as the underlying securities. In addition, the issuers of the securities
underlying unsponsored Depositary Receipts are not obligated to disclose material information in the United States and, therefore, there may be
less information available regarding such issuers and there may not be a correlation between such information and the market value of the
Depositary Receipts. ADRs are dollar-denominated Depositary Receipts typically issued by a U.S. financial institutions which evidence an
ownership interest in a security or pool of securities issued by a foreign corporation. ADRs are listed and traded in the United States. GDRs and
other types of Depositary Receipts are typically issued by foreign banks or trust companies, although they also may be issued by U.S. financial
institution, and evidence ownership interests in a security or pool of securities issued by either a foreign or a U.S. corporation. Generally,
Depositary Receipts in registered form are designed for use in the U.S. securities market and Depositary Receipts in bearer form are designed for
use in securities markets outside the United States. Depositary Receipts may be "sponsored" or "unsponsored." Sponsored Depositary Receipts
are established jointly by a depositary and the underlying issuer, whereas unsponsored Depositary Receipts may be established by a depositary
without participation by the underlying issuer. Holders of unsponsored Depositary Receipts generally bear all the costs associated with
establishing unsponsored Depositary Receipts. In addition, the issuers of the securities underlying unsponsored Depositary Receipts are not
obligated to disclose material information in the United States and, therefore, there may be less information available regarding such issuers and
there may not be a correlation between such information and the market value of the Depositary Receipts. For purposes of the Fund's investment
policies, the Fund's investments in Depositary Receipts will be deemed to be an investment in the underlying securities, except that ADRs may
be deemed to be issued by a U.S. issuer.

Other Registered Investment Companies. The Fund may invest its assets in securities of other open- and closed-end investment companies and
ETFs. As a stockholder in an investment company, the Fund will bear its ratable share of that investment company's expenses, and will remain
subject to payment of the Fund's advisory and other fees and
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expenses with respect to assets so invested. Holders of common shares will therefore be subject to duplicative expenses to the extent that the
Fund invests in other investment companies. Expenses will be taken into account when evaluating the investment merits of an investment in an
investment company relative to available investments. In addition, the securities of other investment companies may also be leveraged and will
therefore be subject to certain leverage risks. The net asset value and market value of leveraged securities will be more volatile and the yield to
stockholders will tend to fluctuate more than the yield generated by unleveraged securities. Investment companies may have investment policies
that differ from those of the Fund.

Fixed Income Securities. Fixed income securities generally represent an issuer's obligation to repay to the investor (or lender) the amount
borrowed plus interest over a specified time period. A typical fixed income security specifies a fixed date when the amount borrowed (principal)
is due in full, known as the maturity date, and specifies dates when periodic interest (coupon) payments will be made over the life of the
security.

Fixed income securities come in many varieties and may differ in the way that interest is calculated, the amount and frequency of payments, the
type of collateral, if any, and the presence of special features (e.g., conversion rights). Prices of fixed income securities fluctuate and, in
particular, are subject to several key risks including, but not limited to, interest-rate risk, credit risk, prepayment risk and spread risk.

Zero Coupon Bonds. A zero coupon bond is a bond that does not pay interest either for the entire life of the obligation or for an initial period
after the issuance of the obligation. When held to its maturity, its return comes from the difference between the purchase price and its maturity
value. A zero coupon bond is normally issued and traded at a deep discount from face value. Zero coupon bonds allow an issuer to avoid or
delay the need to generate cash to meet current interest payments and, as a result, may involve greater credit risk than bonds that pay interest
currently or in cash. The Fund would be required to distribute the income on any of these instruments as it accrues, even though the Fund will
not receive all of the income on a current basis or in cash. Thus, the Fund may have to sell other investments, including when it may not be
advisable to do so, to make income distributions to its stockholders.

Convertible Securities. Convertible securities are securities that may be exchanged under certain circumstances for a fixed number of common
shares or other equity securities. Convertible securities generally represent a feature of some other type of security, such as a fixed-income
security or preferred stock, so that, for example, a convertible fixed-income security would be a fixed-income security that is convertible into
common stock. Convertible securities may be viewed as an investment in the current security or the security into which the convertible securities
may be exchanged and, therefore, are included in both the definitions of an equity security and a fixed-income security.

Real Estate Investment Trusts. Real estate investment trusts ("REITs") pool investors' funds for investment primarily real estate properties or real
estate-related loans. REITs generally derive their income from rents on the underlying properties or interest on the underlying loans, and their
value is impacted by changes in the value of the underlying property or changes in interest rates affecting the underlying loans owned by the
REITs. REITs are more susceptible to risks associated with the ownership of real estate and the real estate industry in general. These risks can
include fluctuations in the value of underlying properties; defaults by borrowers or tenants; market saturation; changes in general and local
economic conditions; decreases in market rates for rents; increases in competition, property taxes, capital expenditures or operating expenses;
and other economic, political or regulatory occurrences affecting the real estate industry. In addition, REITs depend upon specialized
management skills, may not be diversified (which may increase the volatility of a REIT's value), may have less trading volume and may be
subject to more abrupt or erratic price movements than the overall securities market. Furthermore, investments in REITs may involve
duplication of management fees and certain other expenses, as the Fund indirectly bears its proportionate share of any expenses paid by REITs
in which it invests. U.S. REITs are not taxed on income distributed to stockholders provided they comply with several requirements of the Code.
U.S. REITs are subject to the risk of failing to qualify for tax-free pass-through of income under the Code.

Temporary Investments

During periods in which the Adviser believes that changes in economic, financial or political conditions make it advisable to do so, the Fund
may, for temporary defensive purposes, reduce its holdings in equity securities and invest in certain short-term (less than one year to maturity)
and medium-term (not greater than five years to maturity) debt securities or hold cash. The short-term and medium-term debt securities in which
the Fund may invest consist of (a) obligations of the U.S., Chinese or Hong Kong governments, their respective agencies or instrumentalities; (b)
bank deposits and bank obligations (including certificates of deposit, time deposits and bankers' acceptances) of U.S. or foreign
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banks denominated in any currency; (c) floating rate securities and other instruments denominated in any currency issued by various
governments or international development agencies; (d) finance company and corporate commercial paper and other short-term corporate debt
obligations of U.S., Chinese or Hong Kong corporations; and (e) repurchase agreements with banks and broker-dealers with respect to such
securities. The Fund intends to invest for temporary defensive purposes only in short-term and medium-term debt securities that the Adviser
believes to be of high quality, i.e., subject to relatively low risk of loss of interest or principal (there is currently no rating system for debt
securities in China). The Fund may invest more than 20% and possibly up to 100% of its assets in temporary investments for temporary
defensive purposes.

Strategic Transactions

The Fund may, but is not required to, use Strategic Transactions to obtain equity exposure, earn income, facilitate portfolio management and
seek to mitigate risks. Techniques and instruments may change over time as new instruments and strategies are developed or regulatory changes
occur. The Fund may invest in other Strategic Transactions that are developed over time if their use would be consistent with the Fund's
investment objective. Although the Adviser seeks to use such transactions to further the Fund's investment objective, no assurance can be given
that the use of these transactions will achieve this result. The Fund's activities involving Strategic Transactions may be limited by the
requirements of the Code for qualification as a regulated investment company. The use of Strategic Transactions involves risks. See "Risk
Factors and Special Considerations Risks of Engaging in Strategic Transactions."

Structured Investments. The Fund may invest in structured investments, which are securities that are convertible into, or the value of which is
based upon the value of a particular market or other fixed income or equity securities or indices upon certain terms and conditions. The amount
the Fund receives when it sells a structured investment or at maturity of a structured investment is not fixed, but is based on the price of the
underlying security or index. Particular structured investments may be designed so that they move in conjunction with or differently from their
underlying security or index in terms of price and volatility. Structured investments are a relatively new innovation and may be designed to have
various combinations of equity and fixed income characteristics.

Participation Notes. P-notes are issued by banks or broker-dealers that are designed to replicate the performance of foreign companies or foreign
securities markets and can be used by the Fund as an alternative means to access the China A-share market. The performance results of P-notes
will not replicate exactly the performance of the foreign companies or foreign securities markets that they seek to replicate due to transaction and
other expenses.

Warrants. Warrants give holders the right, but not the obligation, to buy common stock of an issuer at a given price, usually higher than the
market price at the time of issuance, during a specified period. Warrants are usually freely transferable. The risk of investing in a warrant is that
the warrant may expire prior to the market value of the common stock exceeding the price fixed by the warrant.

In particular, the Fund may seek to gain exposure to the A-share market through structured notes or warrants, the return on which is linked to
one or more A-shares. Purchasing warrants would entitle the Fund, upon exercise of the warrant, to receive any appreciation in the market price
of A-shares of underlying Chinese companies over approximately the market price at the time of purchase. Warrants are exercisable over
specified periods. In addition, the return on structured notes would be based on the return on A-shares of one or more specified underlying
Chinese companies during the term of the notes.

Options. Put options and call options typically have similar structural characteristics and operational mechanics regardless of the underlying
instrument on which they are purchased or sold. The following general discussion relates to each of the particular types of options discussed in
greater detail below. In addition, many Strategic Transactions involving options require segregation of Fund assets in special accounts, as
described below under " Use of Segregated and Other Special Accounts."

A put option gives the purchaser of the option, upon payment of a premium, the right to sell, and the writer the obligation to buy, the underlying
security, commodity, index or other instrument at the exercise price. For instance, the Fund's purchase of a put option on a security might be
designed to protect its holdings in the underlying instrument (or, in some cases, a similar instrument) against a substantial decline in the market
value by giving the Fund the right to sell such instrument at the option exercise price. A call option, upon payment of a premium, gives the
purchaser of the option the right to buy, and the seller the obligation to sell, the underlying instrument at the exercise price. The Fund's purchase
of a call option on a security, financial future contract, index or other instrument might be intended to protect the Fund
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against an increase in the price of the underlying instrument that it intends to purchase in the future by fixing the price at which it may purchase
such instrument. An American style put or call option may be exercised at any time during the option period while a European style put or call
option may be exercised only upon expiration or during a fixed period prior thereto. The Fund is authorized to purchase and sell exchange listed
options and over-the-counter ("OTC") options. Exchange listed options are issued by a regulated intermediary such as the Options Clearing
Corporation ("OCC"), which guarantees the performance of the obligations of the parties to such options. The discussion below uses the OCC as
a paradigm, but is also applicable to other financial intermediaries.

With certain exceptions, OCC issued and exchange listed options generally settle by physical delivery of the underlying security or currency,
although in the future cash settlement may become available. Index options and Eurodollar instruments are cash settled for the net amount, if
any, by which the option is "in-the-money" (i.e., where the value of the underlying instrument exceeds, in the case of a call option, or is less
than, in the case of a put option, the exercise price of the option) at the time the option is exercised. Frequently, rather than taking or making
delivery of the underlying instrument through the process of exercising the option, listed options are closed by entering into offsetting purchase
or sale transactions that do not result in ownership of the new option.

The Fund's ability to close out its position as a purchaser or seller of an OCC or exchange listed put or call option is dependent, in part, upon the
liquidity of the option market. Among the possible reasons for the absence of a liquid option market on an exchange are: (i) insufficient trading
interest in certain options; (ii) restrictions on transactions imposed by an exchange; (iii) trading halts, suspensions or other restrictions imposed
with respect to particular classes or series of options or underlying securities including reaching daily price limits; (iv) interruption of the normal
operations of the OCC or an exchange; (v) inadequacy of the facilities of an exchange or OCC to handle current trading volume; or (vi) a
decision by one or more exchanges to discontinue the trading of options (or a particular class or series of options), in which event the relevant
market for that option on that exchange would cease to exist, although outstanding options on that exchange would generally continue to be
exercisable in accordance with their terms.

The hours of trading for listed options may not coincide with the hours during which the underlying financial instruments are traded. To the
extent that the option markets close before the markets for the underlying financial instruments, significant price and rate movements can take
place in the underlying markets that cannot be reflected in the option markets.

OTC options are purchased from or sold to securities dealers, financial institutions or other parties ("Counterparties") through direct bilateral
agreement with the Counterparty. In contrast to exchange listed options, which generally have standardized terms and performance mechanics,
all the terms of an OTC option, including such terms as method of settlement, term, exercise price, premium, guarantees and security, are set by
negotiation of the parties. The Fund will only enter into OTC options that have a buy-back provision permitting the Fund to require the
Counterparty to close the option at a formula price within seven days. The Fund expects generally to enter into OTC options that have cash
settlement provisions, although it is not required to do so.

Unless the parties provide for it, there is no central clearing or guaranty function in an OTC option. As a result, if the Counterparty fails to make
or take delivery of the security, or other instrument underlying an OTC option it has entered into with the Fund or fails to make a cash settlement
payment due in accordance with the terms of that option, the Fund will lose any premium it paid for the option as well as any anticipated benefit
of the transaction. Accordingly, the Adviser must assess the creditworthiness of each such Counterparty or any guarantor or credit enhancement
of the Counterparty's credit to determine the likelihood that the terms of the OTC option will be satisfied. The Fund will engage in OTC option
transactions only with U.S. government securities dealers recognized by the Federal Reserve Bank of New York as "primary dealers," or
broker-dealers, domestic or foreign banks or other financial institutions which have received (or the guarantors of the obligation of which have
received) a short-term credit rating of "A-1" from Standard & Poor's Rating Group, a division of The McGraw-Hill Companies, Inc. ("Standard
& Poor's"), or "P-1" from Moody's Investors Service, Inc. ("Moody's") or an equivalent rating from any other nationally recognized statistical
rating organization. The staff of the SEC currently takes the position that, in general, OTC options on securities (other than U.S. government
securities) purchased by the Fund, and portfolio securities "covering" the amount of the Fund's obligation pursuant to an OTC option sold by it
(the cost of the sell-back plus the in-the-money amount, if any) are illiquid, and are subject to the Fund's limitation on illiquid securities
described herein.
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If the Fund sells a call option, the premium that it receives may serve as a partial hedge, to the extent of the option premium, against a decrease
in the value of the underlying securities or instruments in its portfolio or will increase the Fund's income. The sale of put options can also
provide income.

The Fund may purchase and sell call options on securities, including U.S. Treasury and agency securities, municipal obligations,
mortgage-backed securities, corporate debt securities that are traded on securities exchanges and in the OTC markets and related futures
contracts. All calls sold by the Fund must be "covered" (i.e., the Fund must own the securities or futures contract subject to the call) or must
meet the asset segregation requirements described below as long as the call is outstanding. Even though the Fund will receive the option
premium to help protect it against loss, a call sold by the Fund exposes the Fund during the term of the option to possible loss of opportunity to
realize appreciation in the market price of the underlying security or instrument and may require the Fund to hold a security or instrument which
it might otherwise have sold. In the event of exercise of a call option sold by the Fund with respect to securities not owned by the Fund, the Fund
may be required to acquire the underlying security at a disadvantageous price to satisfy its obligation with respect to the call option.

The Fund may purchase and sell put options on securities including U.S. Treasury and agency securities, municipal obligations,
mortgage-backed securities and corporate debt securities (whether or not it holds the above securities in its portfolio). The Fund will not sell put
options if, as a result, more than 50% of the Fund's assets would be required to be segregated to cover its potential obligations under such put
options other than those with respect to futures contracts and options on futures contracts. In selling put options, there is a risk that the Fund may
be required to buy the underlying security at a disadvantageous price above the market price.

Futures Contracts. The Fund may enter into contracts for the purchase or sale for future delivery of securities or foreign currencies, or contracts
based on financial indices, including any stock index or index of U.S. government securities, foreign government securities or corporate debt
securities. An index futures contract is an agreement pursuant to which a party agrees to take or make delivery of an amount of cash equal to a
specified dollar amount multiplied by the difference between the index value at a specified time and the price at which the futures contract
originally was struck. No physical delivery of the underlying securities in the index is made.

Currently, securities index futures contracts can be purchased with respect to several indices on various exchanges. Differences in the securities
included in the indices may result in differences in correlation of the futures contracts with movements in the value of the securities being
hedged. The Fund also may invest in foreign stock index futures contracts traded outside the United States which involve additional risks,
including fluctuations in foreign exchange rates, foreign currency exchange controls, political and economic instability, differences in financial
reporting and securities regulation and trading, and foreign taxation issues.

In addition, the Fund may enter into financial futures contracts or purchase or sell put and call options on futures contracts as a hedge against
anticipated interest rate or fixed-income market changes, for duration management and for risk management purposes. Futures contracts are
generally bought and sold on the commodities exchanges where they are listed with payment of initial and variation margin as described below.
The purchase of a futures contract creates a firm obligation by the Fund, as purchaser, to take delivery from the seller the specific type of
financial instrument called for in the contract at a specific future time for a specified price (or, with respect to index futures contracts and
Eurodollar instruments, the net cash amount). The sale of a futures contract creates a firm obligation by the Fund, as seller, to deliver to the
buyer the specific type of financial instrument called for in the contract at a specific future time for a specified price (or, with respect to index
futures contracts and Eurodollar instruments, the net cash amount). Options on futures contracts are similar to options on securities except that
an option on a futures contract gives the purchaser the right in return for the premium paid to assume a position in a futures contract and
obligates the seller to deliver such option.

Futures Contracts Strategies. When the Fund anticipates a significant market or market sector advance, the purchase of a futures contract affords
a hedge against not participating in the advance at a time when the Fund is otherwise fully invested. Such purchase of a futures contract would
serve as a temporary substitute for the purchase of individual securities, which may be purchased in an orderly fashion once the market has
stabilized. As individual securities are purchased, an equivalent amount of futures contracts could be terminated by offsetting sales. The Fund
may sell futures contracts in anticipation of or in a general market or market sector decline that may adversely affect the market value of the
Fund's securities. To the extent that the Fund's portfolio of securities changes in value in correlation with the underlying security or index, the
sale of futures contracts would substantially reduce the risk to the Fund of a market decline and, by so doing, provides an alternative to the
liquidation of securities positions in the Fund. Ordinarily
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transaction costs associated with futures contracts transactions are lower than transaction costs that would be incurred in the purchase and sale of
the underlying securities.

The Fund's use of financial futures contracts and options on futures contracts will in all cases be consistent with applicable regulatory
requirements and in particular the rules and regulations of the Commodity Futures Trading Commission ("CFTC") and will be entered into only
for bona fide hedging, risk management (including duration management) or other portfolio management purposes. Typically, maintaining a
futures contract or selling an option on a futures contract requires the Fund to deposit with a financial intermediary as security for its obligations
an amount of cash or other specified assets (initial margin), which initially is typically 1% to 10% of the face amount of the contract (but may be
higher in some circumstances). Additional cash or assets (variation margin) may be required to be deposited thereafter on a daily basis as the
mark to market value of the contract fluctuates. The purchase of options on financial futures contracts involves payment of a premium for the
option without any further obligation on the part of the Fund. If the Fund exercises an option on a futures contract it will be obligated to post
initial margin (and potential subsequent variation margin) for the resulting futures contract position just as it would for any position. Futures
contracts and options on futures contracts are generally settled by entering into an offsetting transaction but there can be no assurance that the
position can be offset prior to settlement at an advantageous price nor that delivery will occur.

There currently are limited options and futures markets for Chinese currency, securities and indexes and the nature of the strategies adopted by
the Adviser and the extent to which those strategies are used will depend on the development of those markets. The Fund will normally engage
in transactions in options and futures that are traded on a recognized securities or futures exchange, including non-U.S. exchanges to the extent
permitted by the CFTC. Moreover, when the Fund purchases a futures contract or a call option thereon or writes a put option thereon, an amount
of cash or high quality, liquid securities, including U.S. government securities, will be deposited in a segregated account with the Fund's
custodian so that the amount so segregated, plus the amount of initial and variation margin held in the account of its broker, equals the market
value of the futures contract, thereby assuring that the use of such futures is unleveraged.

The Fund has claimed an exclusion from the term "commodity pool operator" under the Commodity Exchange Act and, therefore, is not subject
to registration or regulation as a commodity pool operator under the Commodity Exchange Act.

Options on Securities Indices and Other Financial Indices. The Fund also may purchase and sell call and put options on securities indices and
other financial indices and in so doing can achieve many of the same objectives it would achieve through the sale or purchase of options on
individual securities or other instruments. Options on securities indices and other financial indices are similar to options on a security or other
instrument except that, rather than settling by physical delivery of the underlying instrument, they settle by cash settlement, i.e., an option on an
index gives the holder the right to receive, upon exercise of the option, an amount of cash if the closing level of the index upon which the option
is based exceeds, in the case of a call, or is less than, in the case of a put, the exercise price of the option (except if, in the case of an OTC option,
physical delivery is specified). This amount of cash is equal to the excess of the closing price of the index over the exercise price of the option,
which also may be multiplied by a formula value. The seller of the option is obligated, in return for the premium received, to make delivery of
this amount. The gain or loss on an option on an index depends on price movements in the instruments making up the market, market segment,
industry or other composite on which the underlying index is based, rather than price movements in individual securities, as is the case with
respect to options on securities.

Swaps. A swap is a derivative in the form of an agreement to exchange the return generated by one instrument for the return generated by
another instrument. The payment streams are calculated by reference to a specified index and agreed upon notional amount. The term "specified
index" includes currencies, fixed interest rates, prices, total return on interest rate indices, fixed income indices, stock indices and commodity
indices (as well as amounts derived from arithmetic operations on these indices). For example, the Fund may agree to swap the return generated
by a fixed income index for the return generated by a second fixed income index. The currency swaps in which the Fund may enter will
generally involve an agreement to pay interest streams in one currency based on a specified index in exchange for receiving interest streams
denominated in another currency. Such swaps may involve initial and final exchanges that correspond to the agreed upon national amount.

The swaps in which the Fund may engage