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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2015

Letter to Stockholders (unaudited)

Performance

For the year ended December 31, 2015, the Morgan Stanley Emerging Markets Debt Fund, Inc. (the "Fund") had total
returns of 0.50%, based on net asset value, and 0.95% based on market value per share (including reinvestment of
distributions), compared to its benchmark, the J.P. Morgan Emerging Markets Bond Global Index (the "Index")*,
which returned 1.23%. On December 31, 2015, the closing price of the Fund's shares on the New York Stock
Exchange was $8.57, representing a 15.0% discount to the Fund's net asset value per share. Past performance is no
guarantee of future results.

Factors Affecting Performance

* In 2015, downgrades to the outlook for global economic growth, particularly in China, pressured commodity prices,
especially oil, which touched multi-year lows. Geopolitics and idiosyncratic events added to the headwinds facing
investors, driving an increase in market volatility, a modest rise in U.S. Treasury yields and further depreciation in
emerging market (EM) currencies.

* Economic weakness in Europe was met by quantitative easing (QE) support by the European Central Bank (ECB),
lowering yields across Europe and driving a search for yield, which benefited assets of EM European countries.
However, the ECB failed to fully commit to an open-ended QE program. This was in contrast to steady growth in the
U.S., supporting the U.S. Federal Reserve's (Fed) December decision to hike interest rates for the first time in over
nine years, which, leading up to the event, contributed to broad U.S. dollar strength and an appreciation of the dollar
versus the euro of over 10%.1

* EM external sovereign and quasi-sovereign debt returned 1.23% in the year, measured by the Index. Over the year,
external sovereign and quasi-sovereign assets outperformed domestic debt and performed in line with corporate debt.
Higher-yielding, lower-quality countries, such as Ukraine, Argentina, and Venezuela, outperformed investment grade
countries, such as Brazil, Colombia, Mexico, South Africa, and Indonesia. However, beginning in 2016, Brazil will no
longer be classified as investment grade by the major index providers after being downgraded by S&P and Fitch in
2015 due to ongoing economic challenges and political dysfunction amid a far-reaching corruption investigation. In
Ukraine, after a de-escalation in tensions with Russia, the government completed a debt restructuring with external
creditors, which, along with supportive actions by the Russian Central Bank, drove a strong rally in Russian and
Ukrainian assets over the year. In Latin America, opposition wins in Venezuela and Argentina brought political
change and spurred hope for new economic policies to revive the challenged economies.

 Contributing to relative performance during the period were the Fund's overweight positions in Venezuela and
Kazakhstan, positioning in the Philippines, and underweight positions in Uruguay, Turkey and Malaysia. Security
selection in Kazakhstan was also beneficial to relative performance in the period.

* Detracting from relative performance during the period were positioning and security selection in Brazil, as well as
security selection in Mexico and Russia. Underweight positions in Ukraine and Argentina, and an overweight position
in Mexico also detracted from relative performance.

* The use of U.S. Treasury futures, used to manage interest rate duration, detracted from relative performance in the
period.
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2015

Letter to Stockholders (unaudited) (cont'd)
Management Strategies

* Over the next few months, the primary risks that we will continue to monitor include the potential for rising U.S.
interest rates; the path of Chinese economic growth, currency and monetary policy; and the direction of commodity
prices.

* We expect U.S. rates to remain range-bound until we get more clarity on the likely direction of the U.S. economy
and inflation. The inflationary environment should remain relatively benign for the world as a whole, especially given
continued low energy price pressures. We don't expect an EM "Taper Tantrum II" after the December Fed hike, but
certainly some volatility spikes, especially among the weaker EM sovereigns, are possible. We plan to take advantage
of market reactions that are overshooting fundamentals. With the first Fed hike behind us, the focus has shifted to the
pace of future hikes. We believe that EM assets can handle, and are priced for, two to three rate hikes in 2016 but
remain vulnerable to any hawkish surprises, especially if such policy surprises do not reflect an upward assessment in
U.S./global growth prospects, but instead reveal incipient inflationary concerns.

* Broadly, we expect a modest rebound in EM growth in 2016 and 2017 as the negative impact from Brazil and Russia
lessen. In China, we continue to believe that the country will avoid a hard landing, supported by higher frequency
economic indicators pointing to an ongoing stabilization at a lower level of growth. Risks remain on the downside.

* Despite a narrowing of the emerging market/developed market growth differential and a weakening of fundamentals
since the global financial crisis, EM economies are still in better health than they were 10 to 15 years ago with lower
levels of external debt as a percentage of gross domestic product (GDP), freely floating exchange rates, relatively
large buffers in the form of foreign currency reserves, and growing local debt markets supported by generally robust
and well-capitalized banking systems, limiting the risks of external funding pressures inflicting severe damage on
their economies. In the absence of extremely attractive valuations and/or an improving fundamental outlook, EM
economies must recommit to structural reforms to address economic challenges and restore widespread faith by the
investment community. The election of reform-minded candidates, like those in Indonesia, India, and most recently
Argentina, are steps in the right direction for these economies. There may even be some scope for political reforms in
Venezuela after the opposition victory in the recent congressional elections. For long-term investors, EM debt still
offers attractive real yields for an investment grade asset (on average, but deteriorating), providing relative yield
advantages and potential spread compression, which could provide a buffer should interest rates rise in the U.S. With
many in the market forecasting moderate growth and low inflation, we believe EM debt should perform reasonably
well for investors looking for diversification, yield and total return potential.

10
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Morgan Stanley Emerging Markets Debt Fund, Inc.

December 31, 2015

Letter to Stockholders (unaudited) (cont'd)

Sincerely,

John H. Gernon

President and Principal Executive Officer January 2016

*The J.P. Morgan Emerging Markets Bond Global Index tracks total returns for U.S. dollar-denominated
debt instruments issued by emerging market sovereign and quasi-sovereign entities: Brady Bonds, loans,
Eurobonds and local market instruments for emerging market countries. It is not possible to invest directly

in an index.

i Data provided by Bloomberg and Morgan Stanley Investment Management
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2015
Portfolio of Investments

(Showing Percentage of Total Value of Investments)

Face
Amount Value
(000) (000)

FIXED INCOME SECURITIES (88.7%)

Angola (0.8%)

Sovereign (0.8%)

Republic of Angola,

9.50%, 11/12/25 (a) $ 2,070 $ 1,930
Argentina (1.5%)

Sovereign (1.5%)

Argentina Bonar Bonds,

8.75%, 5/7/24 2,000 2,113

Republic of Argentina,

2.50%, 12/31/38 (b)(c)(d)(e) 2,150 1,350
3,463

Brazil (4.6%)
Corporate Bonds (2.2%)
Banco Safra SA,

6.75%, 1/27/21 690 709

6.75%, 1/27/21 (a) 1,360 1,397

CIMPOR Financial Operations BV,

5.75%, 7/17/24 (a) 1,318 890

Minerva Luxembourg SA,

8.75%, 4/3/19 (a)(e)(f)(g) 1,290 1,193

Odebrecht Offshore Drilling

Finance Ltd.,

6.63%, 10/1/23 (a) 606 140

6.75%, 10/1/23 (a) 3,758 902
5,231

Sovereign (2.4%)
Brazil Minas SPE via State of

Minas Gerais,
5.33%, 2/15/28 1,900 1,439
5.33%, 2/15/28 (a) 2,750 2,083

Brazilian Government
International Bond,
5.00%, 1/27/45 2,988 2,010
5,532
10,763
Chile (4.0%)
Corporate Bonds (1.1%)

13
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Colbun SA,

4.50%, 7/10/24 (a) 1,372 1,343

Empresa Electrica Angamos SA,

4.88%, 5/25/29 (a) 1,290 1,155
2,498

Face
Amount Value
(000) (000)

Sovereign (2.9%)

Corporacion Nacional del Cobre

de Chile,

4.88%, 11/4/44 (a)(e) $ 1,910 $ 1,537

Empresa Nacional del Petroleo,

4.75%, 12/6/21 (e) 2,605 2,638

5.25%, 8/10/20 2,600 2,692
6,867
9,365

China (3.5%)

Sovereign (3.5%)

Sinopec Group Overseas

Development 2013 Ltd.,

4.38%, 10/17/23 7,240 7,499

Three Gorges Finance | Cayman

Islands Ltd.,

3.70%, 6/10/25 (a) 780 789
8,288

Colombia (2.1%)

Corporate Bond (0.2%)

Ecopetrol SA,

5.88%, 5/28/45 576 412
Sovereign (1.9%)

Colombia Government International

Bond,

4.38%, 7/12/21 1,460 1,471

5.00%, 6/15/45 2,400 2,016

11.75%, 2/25/20 815 1,059
4,546
4,958

Croatia (1.8%)

Sovereign (1.8%)

Croatia Government International

Bond,

5.50%, 4/4/23 4,246 4,320

Dominican Republic (2.0%)

Sovereign (2.0%)

Dominican Republic International

Bond,

6.85%, 1/27/45 (a) 4,182 3,963

7.45%, 4/30/44 (a) 666 674
4,637

The accompanying notes are an integral part of the financial statements.
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2015

Portfolio of Investments (cont'd)

(Showing Percentage of Total Value of Investments)

Face
Amount Value
(000) (000)

Ecuador (0.6%)
Sovereign (0.6%)
Ecuador Government International
Bond,
10.50%, 3/24/20 $ 1,720 $ 1,393
El Salvador (0.4%)
Sovereign (0.4%)
El Salvador Government International
Bond,
6.38%, 1/18/27 (a) 1,020 867
Gabon (0.4%)
Sovereign (0.4%)
Gabonese Republic,
6.95%, 6/16/25 (a) 1,200 959
Ghana (0.5%)
Sovereign (0.5%)
Republic of Ghana,
10.75%, 10/14/30 (a) 1,130 1,149
Honduras (0.5%)
Sovereign (0.5%)
Republic of Honduras,
8.75%, 12/16/20 1,030 1,143
Hungary (2.6%)
Sovereign (2.6%)
Hungary Government International
Bond,
4.00%, 3/25/19 152 158
5.38%, 3/25/24 2,468 2,709
5.75%, 11/22/23 730 818
6.38%, 3/29/21 1,050 1,200
7.63%, 3/29/41 820 1,113

5,998
Indonesia (9.0%)
Sovereign (9.0%)
Indonesia Government International
Bond,
4.75%, 1/8/26 (a)(e) 1,360 1,346
5.13%, 1/15/45 (a)(e) 1,530 1,387
5.88%, 1/15/24 (a) 1,200 1,289

16



Edgar Filing: MORGAN STANLEY EMERGING MARKETS DEBT FUND INC - Form N-CSR

5.95%, 1/8/46 (a) 1,360 1,346
7.75%, 1/17/38 2,429 2,853
Majapahit Holding BV,
7.75%, 1/20/20 2,229 2,499
Face
Amount Value
(000) (000)
Pertamina Persero PT,
4.30%, 5/20/23 $ 4,750 $ 4,330
4.88%, 5/3/22 1,050 1,008
6.45%, 5/30/44 (a) 1,720 1,503
Perusahaan Listrik Negara PT,
5.50%, 11/22/21 3,470 3,544
21,105

Iraq (0.3%)

Sovereign (0.3%)

Republic of Iraq,

5.80%, 1/15/28 1,100 745
Ivory Coast (1.4%)

Sovereign (1.4%)

lvory Coast Government International

Bond,
5.38%, 7/23/24 (a) 830 740
5.75%, 12/31/32 2,920 2,612

3,352
Jamaica (1.1%)
Corporate Bond (0.4%)
Digicel Group Ltd.,
8.25%, 9/30/20 1,150 955
Sovereign (0.7%)
Jamaica Government International

Bond,

7.63%, 7/9/25 780 832

7.88%, 7/28/45 870 848
1,680
2,635

Kazakhstan (3.0%)

Sovereign (3.0%)

Development Bank of

Kazakhstan JSC,

4.13%, 12/10/22 (a) 1,528 1,351

KazAgro National Management

Holding JSC,

4.63%, 5/24/23 (a) 1,390 1,202

Kazakhstan Government

International Bond,

5.13%, 7/21/25 (a)(e) 2,100 2,077

KazMunayGas National Co., JSC,

9.13%, 7/2/18 2,180 2,406
7,036

The accompanying notes are an integral part of the financial statements.
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2015
Portfolio of Investments (cont'd)

(Showing Percentage of Total Value of Investments)

Face
Amount Value
(000) (000)
Kenya (1.0%)
Sovereign (1.0%)
Kenya Government International
Bond,
6.88%, 6/24/24 (a) $ 2,770 $ 2,438
Lithuania (0.9%)
Sovereign (0.9%)
Lithuania Government International
Bond,
6.63%, 2/1/22 1,350 1,617
7.38%, 2/11/20 500 592
2,209
Mexico (11.7%)
Corporate Bonds (3.3%)
Alfa SAB de CV,
6.88%, 3/25/44 (e) 1,340 1,250
Cemex Finance LLC,
9.38%, 10/12/22 2,000 2,115
Fermaca Enterprises S de RL de CV,
6.38%, 3/30/38 (a) 1,874 1,762
Nemak SAB de CV,
5.50%, 2/28/23 (a) 1,090 1,098
5.50%, 2/28/23 1,500 1,511
7,736
Sovereign (8.4%)
Mexico Government International
Bond,
4.60%, 1/23/46 2,080 1,848
6.05%, 1/11/40 898 987
Petroleos Mexicanos,
4.88%, 1/24/22 (e) 4,289 4,139
5.63%, 1/23/46 (a) 2,000 1,538
6.38%, 1/23/45 2,520 2,145
6.50%, 6/2/41 2,600 2,261
6.63%, 6/15/35 - 6/15/38 2,780 2,475
8.00%, 5/3/19 (e) 1,750 1,931
8.63%, 12/1/23 1,990 2,313
19,637
27,373
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Namibia (0.6%)

Sovereign (0.6%)

Namibia International Bonds,
5.25%, 10/29/25 (a)

Pakistan (0.4%)

Sovereign (0.4%)

Islamic Republic of Pakistan,
8.25%, 9/30/25 (a)

Panama (1.6%)

Sovereign (1.6%)

Panama Government International
Bond,

4.00%, 9/22/24

5.20%, 1/30/20

7.13%, 1/29/26 (e)

8.88%, 9/30/27

Paraguay (0.9%)
Sovereign (0.9%)
Republic of Paraguay,
4.63%, 1/25/23 (a)
6.10%, 8/11/44 (a)

Peru (2.8%)

Corporate Bonds (1.3%)

Banco de Credito del Peru,
6.13%, 4/24/27 (a)(e)(f)

Union Andina de Cementos SAA,
5.88%, 10/30/21 (a)(e)

Sovereign (1.5%)

Corporacion Financiera de
Desarrollo SA,

5.25%, 7/15/29 (a)(f)

Fondo MIVIVIENDA SA,

3.50%, 1/31/23 (a)

Peruvian Government International
Bond,

6.55%, 3/14/37

Philippines (3.1%)

Sovereign (3.1%)

Philippine Government International
Bond,

3.95%, 1/20/40

9.50%, 2/2/30

1,402
Face
Amount
(000)

909

1,434
460
1,140
263

880
1,420

2,080

960

1,178

491

1,550

3,714
2,200

1,309

Value
(000)

928

1,441
500
1,428
365
3,734

858
1,363
2,221

2,184

929
3,113

1,160

461

1,798
3,419
6,532

3,767
3,473
7,240
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The accompanying notes are an integral part of the financial statements.
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2015
Portfolio of Investments (cont'd)

(Showing Percentage of Total Value of Investments)

Face
Amount Value
(000) (000)
Poland (1.9%)
Sovereign (1.9%)
Poland Government International
Bond,
3.00%, 3/17/23 $ 3,450 $ 3,422
4.00%, 1/22/24 570 600
5.00%, 3/23/22 470 522
4,544
Russia (6.9%)
Sovereign (6.9%)
Russian Foreign Bond - Eurobond,
4.50%, 4/4/22 15,800 15,929
5.63%, 4/4/42 400 380
16,309
Serbia (2.2%)
Sovereign (2.2%)
Republic of Serbia,
4.88%, 2/25/20 1,100 1,130
7.25%, 9/28/21 3,585 4,066
5,196
South Africa (1.7%)
Sovereign (1.7%)
Eskom Holdings SOC Ltd.,
5.75%, 1/26/21 (a)(e) 2,556 2,233
7.13%, 2/11/25 (a)(e) 1,940 1,688
3,921
Sri Lanka (1.1%)
Sovereign (1.1%)
Sri Lanka Government International
Bond,
6.25%, 10/4/20 100 97
6.25%, 10/4/20 (a) 650 630
6.85%, 11/3/25 (a) 1,980 1,872
2,599
Tunisia (0.5%)
Sovereign (0.5%)
Banque Centrale de Tunisie SA,
5.75%, 1/30/25 (a) 1,210 1,053

Turkey (5.8%)
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Sovereign (5.8%)
Export Credit Bank of Turkey,

5.88%, 4/24/19 (a) 2,850 2,948
Face
Amount Value
(000) (000)
Turkey Government International
Bond,
3.25%, 3/23/23 $ 3,600 $ 3,307
4.88%, 4/16/43 1,800 1,589
5.63%, 3/30/21 4,350 4,611
6.88%, 3/17/36 1,000 1,122
13,577
Venezuela (5.3%)
Sovereign (5.3%)
Petroleos de Venezuela SA,
6.00%, 11/15/26 23,320 8,628
9.00%, 11/17/21 3,000 1,213
Venezuela Government International
Bond,
6.00%, 12/9/20 1,340 506
9.00%, 5/7/23 5,120 2,061
12,408
Zambia (0.2%)
Sovereign (0.2%)
Zambia Government International
Bond,
8.97%, 7/30/27 (a) 720 573
TOTAL FIXED INCOME
SECURITIES (Cost $225,812) 208,270
No. of
Warrants

WARRANTS (0.1%)

Nigeria (0.1%)

Central Bank of Nigeria, expires

11/15/20 (f)(h) 2,250 253

Venezuela (0.0%)

Venezuela Government International

Bond, Oil-Linked Payment

Obligation, expires 4/15/20 (f)(h) 5,450 38

TOTAL WARRANTS (Cost $ ) 291
Shares

SHORT-TERM INVESTMENTS (11.2%)

Securities held as Collateral on Loaned Securities (7.5%)

Investment Company (6.4%)

Morgan Stanley Institutional

Liquidity Funds Money Market

Portfolio Institutional Class

(See Note E) 15,021,928 15,022

The accompanying notes are an integral part of the financial statements.
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2015

Portfolio of Investments (cont'd)

(Showing Percentage of Total Value of Investments)

Face
Amount

(000)

Repurchase Agreements (1.1%)

Barclays Capital, Inc., (0.32%,

dated 12/31/15, due 1/4/16;

proceeds $878; fully

collateralized by a U.S.

Government obligation; 1.38%

due 2/29/20; valued at $896) $ 878

Merrill Lynch & Co., Inc., (0.31%,

dated 12/31/15, due 1/4/16;

proceeds $1,756; fully

collateralized by a U.S.

Government agency security;

3.50% due 3/20/45; valued

at $1,791) 1,756
TOTAL SECURITIES HELD AS
COLLATERAL
ON LOANED SECURITIES (Cost
$17,656)
Shares

Investment Company (3.7%)
Morgan Stanley Institutional

Liquidity Funds Money Market
Portfolio Institutional Class

(See Note E) (Cost $8,626) 8,626,209
TOTAL SHORT-TERM
INVESTMENTS (Cost $26,282)
TOTAL INVESTMENTS (100.0%)
(Cost $252,094)

Including $20,083 of Securities
Loaned (i)(j)

LIABILITIES IN EXCESS OF OTHER
ASSETS

NET ASSETS

(a) 144A security Certain conditions for public sale may exist. Unless otherwise noted, these securities are

deemed to be liquid.

(b) Issuer in bankruptcy.

Value
(000)

$ 878

1,756

2,634

17,656

8,626

26,282

234,843

(18,029)
$216,814
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(c) Non-income producing security; bond in default.

(d) Multi-step Coupon rate changes in predetermined increments to maturity. Rate disclosed is as of
December 31, 2015. Maturity date disclosed is the ultimate maturity date.

(e) All or a portion of this security was on loan at December 31, 2015.

(f) Variable/Floating Rate Security Interest rate changes on these instruments are based on changes in a
designated base rate. The rates shown are those in effect on December 31, 2015.

(g) Perpetual One or more securities do not have a predetermined maturity date. Rates for these
securities are fixed for a period of time, after which they revert to a floating rate. Interest rates in effect are
as of December 31, 2015.

(h) Security has been deemed illiquid at December 31, 2015.

(i) Securities are available for collateral in connection with an open futures contract.

(j) At December 31, 2015, the aggregate cost for Federal income tax purposes is approximately
$253,651,000. The aggregate gross unrealized appreciation is approximately $5,130,000 and the
aggregate gross unrealized depreciation is approximately $23,938,000 resulting in net unrealized
depreciation of approximately $18,808,000.

Futures Contract:

The Fund had the following futures contract open at December 31, 2015:

Number Unrealized
of Value Expiration Appreciation
Contracts (000) Date (000)
Short:
u.S.
Treasury
10 yr. Note 65 $(8,184) Mar-16 $ 8

Portfolio Composition*

Percentage of

Classification Total Investments
Sovereign 86.7%
Corporate Bonds 9.2
Other** 41
Total Investments 100.0%***

* Percentages indicated are based upon total investments (excluding Securities held as Collateral on
Loaned Securities) as of December 31, 2015.

** Industries and/or investment types representing less than 5% of total investments.

*** Does not include an open short futures contract with an underlying face amount of approximately
$8,184,000 with unrealized appreciation of approximately $8,000.

The accompanying notes are an integral part of the financial statements.
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2015

Financial Statements

Statement of Assets and Liabilities

Assets:

Investments in Securities of Unaffiliated Issuers, at Value(1)
(Cost $228,446)

Investment in Security of Affiliated Issuer, at Value (Cost
$23,648)

Total Investments in Securities, at Value (Cost $252,094)
Cash

Interest Receivable

Receivable for Lehman Brothers Closed Reverse
Repurchase Transactions

Receivable for Variation Margin on Futures Contracts
Receivable from Affiliate

Other Assets

Total Assets

Liabilities:

Collateral on Securities Loaned, at Value

Dividends Declared

Payable for Advisory Fees

Deferred Capital Gain Country Tax

Payable for Custodian Fees

Payable for Administration Fees

Payable for Professional Fees

Payable for Stockholder Servicing Agent Fees

Other Liabilities

Total Liabilities

Net Assets

Applicable to 21,502,937 Issued and Outstanding $0.01 Par
Value Shares (100,000,000 Shares Authorized)

Net Asset Value Per Share

Net Assets Consist of:

Common Stock

Paid-in-Capital

Accumulated Undistributed Net Investment Income
Accumulated Net Realized Loss

Unrealized Appreciation (Depreciation) on:

Investments (Net of $41 of Deferred Capital Gain Country
Tax)

Futures Contracts

Foreign Currency Translations

Net Assets

(1) Including:

December 31, 2015

©« LA

(000)

211,195

23,648
234,843
1,329
3,473

164

91

2

19
239,921

18,902
3,924
187

41

11

7

6

2

27
23,107

216,814
10.08

215
244,513

563
(11,173)

(17,288)
8

(24)
216,814
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Securities on Loan, at Value: $ 20,083
The accompanying notes are an integral part of the financial statements.
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2015

Financial Statements (cont'd)

Year Ended
December 31, 2015

Statement of Operations (000)
Investment Income:
Interest from Securities of Unaffiliated Issuers $ 15,017
Dividends from Securities of Unaffiliated Issuers 100
Income from Securities Loaned Net 76
Dividends from Security of Affiliated Issuer (Note E) 8
Total Investment Income 15,201
Expenses:
Advisory Fees (Note B) 2,346
Administration Fees (Note C) 188
Professional Fees 141
Stockholder Reporting Expenses 46
Custodian Fees (Note D) 39
Stockholder Servicing Agent Fees 9
Directors' Fees and Expenses 6
Other Expenses 56
Total Expenses 2,831
Waiver of Administration Fees (Note C) (107)
Rebate from Morgan Stanley Affiliate (Note E) 4)
Net Expenses 2,720
Net Investment Income 12,481
Realized Gain (Loss):
Investments Sold 918
Foreign Currency Forward Exchange Contracts (3)
Foreign Currency Transactions (5)
Futures Contracts (257)
Net Realized Gain 653
Change in Unrealized Appreciation (Depreciation):
Investments (Net of Increase in Deferred Capital
Gain Country Tax of $41) (15,989)
Foreign Currency Translations (9)
Futures Contracts 4
Net Change in Unrealized Appreciation
(Depreciation) (15,994)
Net Realized Gain and Change in Unrealized
Appreciation (Depreciation) (15,341)
Net Decrease in Net Assets Resulting from
Operations $ (2,860)

The accompanying notes are an integral part of the financial statements.
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Morgan Stanley Emerging Markets Debt Fund, Inc.

December 31, 2015

Financial Statements (cont'd)

Statements of Changes in Net Assets
Increase (Decrease) in Net Assets:
Operations:

Net Investment Income

Net Realized Gain (Loss)

Net Change in Unrealized Appreciation
(Depreciation)

Net Increase (Decrease) in Net Assets
Resulting from Operations
Distributions from and/or in Excess of:
Net Investment Income

Capital Share Transactions:
Repurchase of Shares (1,112,006 and
562,313 shares)

Net Decrease in Net Assets Resulting
from Capital Share Transactions
Total Decrease

Net Assets:

Beginning of Period

End of Period (Including Accumulated
Undistributed Net Investment Income
of

$563 and $671)

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

Year Ended

December 31, 2015

$

$

13

(000)
12,481
653
(15,994)
(2,860)

(13,106)

(10,192)

(10,192)
(26,158)

242,972

216,814

Year Ended
December 31, 2014

$

(000)
12,257
(3,036)
(2,098)

7,123

(13,030)

(5,471)

(5,471)
(11,378)

254,350

242,972
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December 31, 2015

Financial Highlights

Selected Per Share Data and Ratios

Year Ended December 31,

2015 2014 2013 2012
Net Asset
Value,
Beginning of
Period $ 10.74 $ 1097 $ 13.08 $ 1154
Net Investment
Incomet 0.57 0.53 0.56 0.58
Net Realized
and Unrealized
Gain (Loss) (0.71) (0.23) (1.73) 1.59
Total from
Investment
Operations (0.14) 0.30 (1.17) 2.17
Distributions from and/or in excess of:
Net Investment

Income (0.60) (0.57) (0.60) (0.60)
Net Realized

Gain (0.37) (0.03)
Total

Distributions (0.60) (0.57) (0.97) (0.63)
Anti-Dilutive

Effect of Share

Repurchase

Program 0.08 0.04 0.03

Net Asset

Value, End of

Period $ 10.08 $ 10.74 $ 1097 $ 13.08
Per Share

Market Value,

End of Period $ 857 $ 9.09 $ 954 $ 11.95
TOTAL INVESTMENT RETURN:

Market Value 0.95% 1.02% (12.27)% 21.04%
Net Asset

Value(1) 0.50% 3.80% (7.84)% 19.51%
RATIOS, SUPPLEMENTAL DATA:

Net Assets,

End of Period

(Thousands) $216,814 $242,972 $254,350 $309,645
Ratio of 1.16%+ 1.14%+ 1.16%+ 1.13%+

Expenses to
Average Net

2011

$ 11.38

0.61

0.21

0.82

(0.62)
(0.04)

(0.66)

$ 1154

$ 10.41
5.73%

7.93%

$273,259
1.14%+
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Assets(2)

Ratio of

Expenses to

Average Net

Assets

Excluding Non

Operating

Expenses N/A N/A 1.14%+ N/A 1.14%+
Ratio of Net

Investment

Income to

Average Net

Assets(2) 5.32%+ 4.73%+ 4.66%+ 4.65%+ 5.28%+
Ratio of Rebate

from Morgan

Stanley

Affiliates to

Average Net

Assets 0.00%8§ 0.00%8§ 0.00%8§ 0.01% 0.00%8§
Portfolio

Turnover Rate 38% 80% 85% 46% 46%
(2)

Supplemental

Information on

the Ratios to

Average Net

Assets:

Ratios Before Expenses Waived by Administrator:

Ratio of

Expenses to

Average Net

Assets 1.21% 1.19% 1.21% 1.18% 1.19%
Ratio of Net

Investment

Income to

Average Net

Assets 5.27% 4.68% 4.61% 4.60% 5.23%
(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 per share of the Fund.

Tt Per share amount is based on average shares outstanding.

+ The Ratios of Expenses and Net Investment Income reflect the rebate of certain Fund expenses in
connection with the investments in Morgan Stanley affiliates during the period. The effect of the rebate on
the ratios is disclosed in the above table as "Ratio of Rebate from Morgan Stanley Affiliates to Average Net
Assets."

§ Amount is less than 0.005%.
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2015
Notes to Financial Statements

Morgan Stanley Emerging Markets Debt Fund, Inc. (the "Fund") was incorporated in Maryland on May 6, 1993, and
is registered as a non-diversified, closed-end management investment company under the Investment Company Act of
1940, as amended (the "Act"). The Fund applies investment company accounting and reporting guidance. The Fund's
primary investment objective is to produce high current income and as a secondary objective, to seek capital
appreciation, through investments primarily in debt securities of government and government-related issuers located
in emerging countries, of entities organized to restructure outstanding debt of such issuers and debt securities of
corporate issuers in or organized under the laws of emerging countries. To the extent that the Fund invests in
derivative instruments that Morgan Stanley Investment Management Inc. (the "Adviser") believes have economic
characteristics similar to debt securities of government and government-related issuers located in emerging market
countries and of entities organized to restructure outstanding debt of such issuers, such investments will be counted
for purposes of meeting the Fund's investment objective. To the extent the Fund makes such investments, the Fund
will be subject to the risks of such derivative instruments as described herein.

A. Significant Accounting Policies: The following significant accounting policies are in conformity with U.S.
generally accepted accounting principles ("GAAP"). Such policies are consistently followed by the Fund in the
preparation of its financial statements. GAAP may require management to make estimates and assumptions that affect
the reported amounts and disclosures in the financial statements. Actual results may differ from those estimates.

1. Security Valuation: (1) Bonds and other fixed income securities may be valued according to the broadest and
most representative market. In addition, bonds and other fixed income securities may be valued on the basis of prices
provided by a pricing service. The prices provided by a pricing service take into account broker-dealer market price

quotations for institutional size trading in similar groups of securities, security quality, maturity, coupon and other
security characteristics as well as any developments related to the specific securities; (2) an equity portfolio security
listed or traded on an exchange is valued at its latest reported sales price (or at the exchange official closing price if
such exchange reports an official closing price), if there were no sales on a given day, the security is valued at the
mean between the last reported bid and asked prices; (3) futures are valued at the latest price published by the
commodities exchange on which they trade; (4) when market quotations are not readily available, including
circumstances under which the Adviser determines that the closing price, last sale price or the mean between the last
reported bid and asked prices are not reflective of a security's market value, portfolio securities are valued at their fair
value as determined in good faith under procedures established by and under the general supervision of the Fund's
Board of Directors (the "Directors"). Occasionally, developments affecting the closing prices of securities and other
assets may occur between the times at which valuations of such securities are determined (that is, close of the foreign
market on which the securities trade) and the close of business of the New York Stock Exchange ("NYSE"). If
developments occur during such periods that are expected to materially affect the value of such securities, such
valuations may be adjusted to reflect the estimated fair value of such securities as of the close of the NYSE, as
determined in good faith by the Directors or by the Adviser using a pricing service and/or procedures approved by the
Directors; (5) quotations of foreign portfolio securities, other assets and liabilities and forward contracts stated in
foreign currency are translated into U.S. dollar equivalents at the prevailing market rates prior to the close of the
NYSE; (6) investments in mutual funds, including the Morgan Stanley Institutional Liquidity Funds, are valued at the
net asset value ("NAV") as of the close of each business
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2015
Notes to Financial Statements (cont'd)

day; and (7) short-term debt securities with remaining maturities of 60 days or less at the time of purchase may be
valued at amortized cost, unless the Adviser determines such valuation does not reflect the securities' market value, in
which case these securities will be valued at their fair market value determined by the Adviser.

The Directors have responsibility for determining in good faith the fair value of the investments, and the Directors
may appoint others, such as the Fund's Adviser or a valuation committee, to assist the Directors in determining fair
value and to make the actual calculations pursuant to the fair valuation methodologies previously approved by the
Directors. Under procedures approved by the Directors, the Fund's Adviser has formed a Valuation Committee whose
members are approved by the Directors. The Valuation Committee provides administration and oversight of the
Fund's valuation policies and procedures, which are reviewed at least annually by the Directors. These procedures
allow the Fund to utilize independent pricing services, quotations from securities and financial instrument dealers, and
other market sources to determine fair value.

The Fund has procedures to determine the fair value of securities and other financial instruments for which market
prices are not readily available. Under these procedures, the Valuation Committee convenes on a regular and ad hoc
basis to review such securities and considers a number of factors, including valuation methodologies and significant
unobservable valuation inputs, when arriving at fair value. The Valuation Committee may employ a market-based
approach which may use related or comparable assets or liabilities, recent transactions, market multiples, book values,
and other relevant information for the investment to determine the fair value of the investment. An income-based
valuation approach may also be used in which the anticipated future cash flows of the investment

are discounted to calculate fair value. Discounts may also be applied due to the nature or duration of any restrictions
on the disposition of the investments. Due to the inherent uncertainty of valuations of such investments, the fair values
may differ significantly from the values that would have been used had an active market existed. The Valuation
Committee employs various methods for calibrating these valuation approaches including a regular review of
valuation methodologies, key inputs and assumptions, transactional back-testing or disposition analysis, and reviews
of any related market activity.

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

* Level 1 unadjusted quoted prices in active markets for identical investments
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December 31, 2015
Notes to Financial Statements (cont'd)

* Level 2 other significant observable inputs (including quoted prices for similar investments, interest rates,
prepayment speeds, credit risk, etc.)

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

The inputs or methodology used for valuing securities are not necessarily an indication of the risk associated with
investing in those securities and the determination of the significance of a particular input to the fair value

measurement in its entirety requires judgment and considers factors specific to each security.

The following is a summary of the inputs used to value the Fund's investments as of December 31, 2015.

Level 2
Level 1 Other Level 3
Unadjusted significant Significant

quoted observable unobservable
Investment prices inputs inputs Total
Type (000) (000) (000) (000)
Assets:
Fixed Income
Securities
Corporate
Bonds $ $ 19,945 $ $ 19,945
Sovereign 188,325 188,325
Total Fixed
Income
Securities 208,270 208,270
Warrants 291 291

Level 2
Level 1 Other Level 3
Unadjusted significant Significant

quoted observable unobservable
Investment prices inputs inputs Total
Type (000) (000) (000) (000)
Assets: (cont'd)
Short-Term
Investments
Investment
Company $ 23,648 $ $ $ 23,648
Repurchase

Agreements 2,634 2,634
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Total

Short-Term

Investments 23,648 2,634 26,282

Futures

Contract 8 8

Total

Assets $ 23,656 $ 211,195 $ $234,851
Transfers between investment levels may occur as the markets fluctuate and/or the availability of data used in an

investment's valuation changes. The Fund recognizes transfers between the levels as of the end of the period. As of

December 31, 2015, the Fund did not have any investments transfer between investment levels.

3. Repurchase Agreements: The Fund may enter into repurchase agreements under which the Fund lends cash and
takes possession of securities with an agreement that the counterparty will repurchase such securities. In connection
with transactions in repurchase agreements, a bank as custodian for the Fund takes possession of the underlying
securities which are held as collateral, with a market value at least equal to the amount of the repurchase transaction,
including principal and accrued interest. To the extent that any repurchase transaction exceeds one business day, the
value of the collateral is marked-to-market on a daily basis to determine that the value of the collateral does not
decrease below the repurchase price plus accrued
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December 31, 2015
Notes to Financial Statements (cont'd)

interest as earned. If such a decrease occurs, additional collateral will be requested and, when received, will be added
to the account to maintain full collateralization. In the event of default on the obligation to repurchase, the Fund has
the right to liquidate the collateral and apply the proceeds in satisfaction of the obligation. In the event of default or
bankruptcy by the counterparty to the agreement, realization of the collateral proceeds may be subject to cost and
delays. The Fund, along with other affiliated investment companies, may utilize a joint trading account for the purpose
of entering into repurchase agreements.

4. Reverse Repurchase Agreements: The Fund may enter into reverse repurchase agreements with institutions that
the Adviser has determined are creditworthy. Under a reverse repurchase agreement, the Fund sells securities and
agrees to repurchase them at a mutually agreed upon date and price. Reverse repurchase agreements involve the risk
that the market value of the securities purchased with the proceeds from the sale of securities received by the Fund
may decline below the price of the securities the Fund is obligated to repurchase. Reverse repurchase agreements also
involve credit risk with the counterparty to the extent that the value of securities subject to repurchase exceed the
Fund's liability under the reverse repurchase agreement. Securities subject to repurchase under reverse repurchase
agreements, if any, are designated as such in the Portfolio of Investments.

At December 31, 2015, the Fund did not have any outstanding reverse repurchase agreements.

5. Foreign Currency Translation and Foreign Investments: The books and records of the Fund are maintained in
U.S. dollars. Foreign currency amounts are translated into U.S. dollars as follows:

investments, other assets and liabilities at the prevailing rate of exchange on the valuation date;
investment transactions and investment income at the prevailing rates of exchange on the dates of such transactions.

Although the net assets of the Fund are presented at the foreign exchange rates and market values at the close of the
period, the Fund does not isolate that portion of the results of operations arising as a result of changes in the foreign
exchange rates from the fluctuations arising from changes in the market prices of securities held at period end.
Similarly, the Fund does not isolate the effect of changes in foreign exchange rates from the fluctuations arising from
changes in the market prices of securities sold during the period. Accordingly, realized and unrealized foreign
currency gains (losses) on investments in securities are included in the reported net realized and unrealized gains
(losses) on investment transactions and balances. However, pursuant to U.S. Federal income tax regulations, gains and
losses from certain foreign currency transactions and the foreign currency portion of gains and losses realized on sales
and maturities of foreign denominated debt securities are treated as ordinary income for U.S. Federal income tax
purposes.

Net realized gains (losses) on foreign currency transactions represent net foreign exchange gains (losses) from
foreign currency forward exchange contracts, disposition of foreign currencies, currency gains (losses) realized
between the trade and settlement dates on securities transactions, and the difference between the amount of investment
income and foreign withholding taxes recorded on the Fund's books and the U.S. dollar equivalent amounts actually
received or paid. Net unrealized currency gains (losses) from valuing foreign currency denominated assets and
liabilities at period end exchange rates are reflected as a component of unrealized appreciation (depreciation) in the
Statement of Assets and Liabilities. The change in unrealized currency gains (losses) on foreign currency translations
for the period is reflected in the Statement of Operations.
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Notes to Financial Statements (cont'd)

A significant portion of the Fund's net assets consist of securities of issuers located in emerging markets, which are
denominated in foreign currencies. Such securities may be concentrated in a limited number of countries and regions
and may vary throughout the year. Changes in currency exchange rates will affect the value of and investment income
from foreign currency denominated securities. Emerging market securities are often subject to greater price volatility,
limited capitalization and liquidity, and higher rates of inflation than securities of companies based in the U.S. In
addition, emerging market issuers may be subject to substantial governmental involvement in the economy and greater
social, economic and political uncertainty.

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

in value reflected in unrealized appreciation (depreciation). Upon disposition, a realized gain or loss is recognized.

Certain derivative transactions may give rise to a form of leverage. Leverage magnifies the potential for gain and the
risk of loss. Leverage associated with derivative transactions may cause the Fund to liquidate portfolio positions when
it may not be advantageous to do so to satisfy its obligations or to meet earmarking or segregation requirements,
pursuant to applicable Securities and Exchange Commission rules and regulations, or may cause the Fund to be more
volatile than if the Fund had not been leveraged. Although the Adviser seeks to use derivatives to further the Fund's
investment objectives, there is no assurance that the use of derivatives will achieve this result.

Following is a description of the derivative instruments and techniques that the Fund used during the period and their
associated risks:

Futures: A futures contract is a standardized, exchange-traded agreement to buy or sell a specific quantity of an
underlying asset, reference rate or index at a specific price at a specific future time. The value of a futures contract
tends to increase and decrease in tandem with the value of the underlying instrument. Depending on the terms of the
particular contract, futures contracts are settled through either physical delivery of the underlying instrument on the
settlement date or by payment of a cash settlement amount on the settlement date. During the period the futures
contract is open, payments are received from or made to the broker based upon changes in the value of the contract
(the variation margin). A decision as to whether, when and how to use futures contracts involves the exercise of skill
and judgment and even a well-conceived futures transaction may be unsuccessful because of market behavior or
unexpected events. In addition to the derivatives risks discussed above, the prices of futures contracts can be highly
volatile, using futures contracts can
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lower total return, and the potential loss from futures contracts can exceed the Fund's initial investment in such
contracts. No assurance can be given that a liquid market will exist for any particular futures contract at any particular
time. There is also the risk of loss by the Fund of margin deposits in the event of bankruptcy of a broker with which
the Fund has open positions in the futures contract.

Foreign Currency Forward Exchange Contracts: In connection with its investments in foreign securities, the
Fund also entered into contracts with banks, brokers or dealers to purchase or sell securities or foreign currencies at a
future date. A foreign currency forward exchange contract ("currency contract") is a negotiated agreement between the
contracting parties to exchange a specified amount of currency at a specified future time at a specified rate. The rate
can be higher or lower than the spot rate between the currencies that are the subject of the contract. Currency contracts
may be used to protect against uncertainty in the level of future foreign currency exchange rates or to gain or modify
exposure to a particular currency. To the extent hedged by the use of currency contracts, the precise matching of the
currency contract amounts and the value of the securities involved will not generally be possible because the future
value of such securities in foreign currencies will change as a consequence of market movements in the value of those
securities between the date on which the contract is entered into and the date it matures. Furthermore, such
transactions may reduce or preclude the opportunity for gain if the value of the currency should move in the direction
opposite to the position taken. There is additional risk to the extent that currency contracts create exposure to
currencies in which the Fund's securities are not denominated. Unanticipated changes in currency prices may result in
poorer overall performance for the Fund than if it had not entered into

such contracts. The use of currency contracts involves the risk of loss from the insolvency or bankruptcy of the
counterparty to the contract or the failure of the counterparty to make payments or otherwise comply with the terms of
the contract. A currency contract is marked-to-market daily and the change in market value is recorded by the Fund as
unrealized gain or loss. The Fund records realized gains (losses) when the currency contract is closed equal to the
difference between the value of the currency contract at the time it was opened and the value at the time it was closed.

As of December 31, 2015, the Fund did not have any open foreign currency forward exchange contracts.

FASB ASC 815, "Derivatives and Hedging" ("ASC 815"), is intended to improve financial reporting about derivative
instruments by requiring enhanced disclosures to enable investors to better understand how and why the Fund uses
derivative instruments, how these derivative instruments are accounted for and their effects on the Fund's financial
position and results of operations.

The following table sets forth the fair value of the Fund's derivative contracts by primary risk exposure as of
December 31, 2015.

Asset Derivatives
Statement of Assets

and Primary Risk Value
Liabilities Location Exposure (000)
Futures Contract Variation Margin on
Futures Contract Interest Rate Risk $ 8(a)

(a)This amount represents the cumulative appreciation (depreciation) as reported in the Portfolio of Investments. The
Statement of Assets and Liabilities only reflects the current day's net variation margin.
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The following tables set forth by primary risk exposure the Fund's realized gains (losses) and change in unrealized
appreciation (depreciation) by type of derivative contract
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for the year ended December 31, 2015 in accordance with ASC 815.

Realized Gain (Loss)

Derivative Value
Primary Risk Exposure Type (000)
Currency Risk Foreign Currency
Forward Exchange
Contracts $ @3
Interest Rate Risk Futures Contracts (257)
Total $ (260)
Change in Unrealized Appreciation (Depreciation)
Derivative Value
Primary Risk Exposure Type (000)
Interest Rate Risk Futures Contracts $ 4

For the year ended December 31, 2015, the approximate average monthly amount outstanding for each derivative
type is as follows:

Futures Contract:

Average monthly original value $21,330,000

7. Securities Lending: The Fund lends securities to qualified financial institutions, such as broker-dealers, to earn
additional income. Any increase or decrease in the fair value of the securities loaned that might occur and any interest
earned or dividends declared on those securities during the term of the loan would remain in the Fund. The Fund
would receive cash or securities as collateral in an amount equal to or exceeding 100% of the current fair value of the
loaned securities. The collateral is marked-to-market daily by State Street Bank and Trust Company ("State Street"),
the securities lending agent, to ensure that a minimum of 100% collateral coverage is maintained.

Based on pre-established guidelines, the securities lending agent invests any cash collateral that is received in an
affiliated money market portfolio and repurchase agreements. Securities lending income is generated from

the earnings on the invested collateral and borrowing fees, less any rebates owed to the borrowers and compensation
to the lending agent, and is recorded as "Income from Securities Loaned Net" in the Fund's Statement of Operations.
Risks in securities lending transactions are that a borrower may not provide additional collateral when required or
return the securities when due, and that the value of the short-term investments will be less than the amount of cash
collateral plus any rebate that is required to be returned to the borrower. The Fund has the right under the lending
agreement to recover the securities from the borrower on demand.

The following table presents financial instruments that are subject to enforceable netting arrangements as of
December 31, 2015.

Gross Amounts Not Offset in the Statement of Assets and Liabilities

Gross Asset Amounts Financial Collateral Net Amount
Presented in Statement  Instrument Received (not less than $0)
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of (000) (000) (000)
Assets and Liabilities
(000)
$ 20,083(b) $ $(20,083)(c)(d) $ 0

(b)Represents market value of loaned securities at period end.

(c)The Fund received cash collateral of approximately $18,902,000, of which approximately $17,656,000 was
subsequently invested in Repurchase Agreements and Morgan Stanley Institutional Liquidity Funds as reported in the
Portfolio of Investments. As of December 31, 2015, there was uninvested cash of approximately $1,246,000, which is
not reflected in the Portfolio of Investments. In addition, the Fund received non-cash collateral of approximately
$1,561,000 in the form of U.S. Government obligations, which the Fund cannot sell or repledge, and accordingly are
not reflected in the Portfolio of Investments.

(d)The actual collateral received is greater than the amount shown here due to overcollateralization.
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The Fund has adopted the disclosure provisions of FASB Accounting Standards Update No. 2014-11 ("ASU No.
2014-11"), "Transfers & Servicing (Topic 860): Repurchase-to-Maturity Transactions, Repurchase Financings, and
Disclosures". ASU No. 2014-11 is intended to provide increased transparency about the types of collateral pledged in

securities lending transactions and other similar transactions that are accounted for as secured borrowing.

The following table displays a breakdown of transactions accounted for as secured borrowings, the gross obligations
by class of collateral pledged, and the remaining contractual maturity of those transactions as of December 31, 2015.

Remaining Contractual Maturity of the Agreements As of December 31,

2015
Between
Overnight and 30 & 90
Continuous <30 days days >90 days Total
(000) (000) (000) (000) (000)
Securities Lending Transactions
Corporate Bonds $ 3,538 $ $ $ $ 3,538
Sovereign 15,364 15,364
Total $ 18,902 $ $ $ $18,902
Total Borrowings $ 18,902 $ $ $ $18,902

Gross amount of

recognized liabilities

for securities lending

transactions $18,902

8. Structured Investments: The Fund invested a portion of its assets in structured investments. A structured
investment is a derivative security designed to offer a return linked to a particular underlying security, currency,
commodity or market. Structured investments may come in various forms including notes (such as exchange-traded
notes), warrants and options to purchase securities. The Fund will typically use structured investments to gain
exposure to a permitted underlying security, currency, commodity or market when direct access to a market is limited
or inefficient from a tax or cost standpoint. There can be no assurance that structured investments will trade at the
same price or have the same value as the underlying security, currency, commodity or market. Investments in
structured investments involve risks including issuer risk, counterparty risk and market risk. Holders of structured
investments bear risks of the underlying investment and are subject to issuer or counterparty risk because the Fund is
relying on the creditworthiness of such issuer or counterparty and has no rights with respect to the underlying
investment. Certain structured investments may be thinly traded or have a limited trading market and may

have the effect of increasing the Fund's illiquidity to the extent that the Fund, at a particular time, may be unable to
find qualified buyers for these securities.

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

10. Dividends and Distributions to Stockholders: Dividend income and distributions to stockholders are recorded
on the ex-dividend date. Dividends from net investment income, if any, are declared and paid quarterly. Net realized
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capital gains, if any, are distributed at least annually.

11. Other: Security transactions are accounted for on the date the securities are purchased or sold. Realized gains
(losses) on the sale of investment securities are determined on the specific identified cost basis. Interest income is
recognized on the accrual basis except where collection is in doubt and is recorded net of foreign withholding tax.
Dividend income and distributions are recorded on the
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ex-dividend date (except certain dividends which may be recorded as soon as the Fund is informed of such dividends)
net of applicable withholding taxes.

B. Advisory Fees: The Adviser, a wholly-owned subsidiary of Morgan Stanley, provides the Fund with advisory
services under the terms of an Investment Advisory Agreement, calculated weekly and payable monthly, at an annual
rate of 1.00% of the Fund's average weekly net assets.

C. Administration Fees: The Adviser also serves as Administrator to the Fund and provides administrative services
pursuant to an Administration Agreement for an annual fee, accrued daily and paid monthly, of 0.08% of the Fund's
average weekly net assets. The Adviser has agreed to limit the administration fee through a waiver so that it will be no
greater than the previous administration fee of 0.02435% of the Fund's average weekly net assets plus $24,000 per
annum. This waiver may be terminated at any time. For the year ended December 31, 2015, approximately $107,000
of administration fees were waived pursuant to this arrangement.

Under a Sub-Administration Agreement between the Administrator and State Street, State Street provides certain
administrative services to the Fund. For such services, the Administrator pays State Street a portion of the fee the
Administrator receives from the Fund.

D. Custodian Fees: State Street (the "Custodian") and its affiliates serve as Custodian for the Fund. The Custodian
holds cash, securities, and other assets of the Fund as required by the 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.

E. Security Transactions and Transactions with Affiliates: For the year ended December 31, 2015, purchases and
sales of investment securities for the Fund, other than long-term

U.S. Government securities and short-term investments, were approximately $86,879,000 and $101,974,000,
respectively. There were no purchases and sales of long-term U.S. Government securities for the year ended
December 31, 2015.

The Fund invests in the Institutional Class of the Morgan Stanley Institutional Liquidity Funds Money Market
Portfolio (the "Liquidity Funds"), an open-end management investment company managed by the Adviser, both
directly and as a portion of the securities held as collateral on loaned securities. Advisory fees paid by the Fund are
reduced by an amount equal to its pro-rata share of the advisory and administration fees paid by the Fund due to its
investment in the Liquidity Funds. For the year ended December 31, 2015, advisory fees paid were reduced by
approximately $4,000 relating to the Fund's investment in the Liquidity Funds.

A summary of the Fund's transactions in shares of the Liquidity Funds during the year ended December 31, 2015 is as
follows:

Value Value
December 31, Purchases Dividend December 31,
2014 at Cost Sales Income 2015
(000) (000) (000) (000) (000)
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$ 20,858 $ 83,575 $80,785 $ 8 $ 23,648

The Fund has an unfunded Deferred Compensation Plan (the "Compensation Plan"), which allows each independent
Director to defer payment of all, or a portion, of the fees he or she receives for serving on the Board of Directors. Each
eligible Director generally may elect to have the deferred amounts credited with a return equal to the total return on
one or more of the Morgan Stanley funds that are offered as investment options under the Compensation Plan.
Appreciation/depreciation and distributions received from these investments are recorded with an offsetting
increase/decrease in the deferred compensation obligation and do not affect the NAV of the Fund.
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F. Federal Income Taxes: It is the Fund's intention to continue to qualify as a regulated investment company and
distribute all of its taxable income. Accordingly, no provision for Federal income taxes is required in the financial
statements.

The Fund may be subject to taxes imposed by countries in which it invests. Such taxes are generally based on income
and/or capital gains earned or repatriated. Taxes are accrued based on net investment income, net realized gains and
net unrealized appreciation as such income and/or gains are earned. Taxes may also be based on transactions in
foreign currency and are accrued based on the value of investments denominated in such currency.

FASB ASC 740-10, "Income Taxes Overall", sets forth a minimum threshold for financial statement recognition of
the benefit of a tax position taken or expected to be taken in a tax return. Management has concluded there are no
significant uncertain tax positions that would require recognition in the financial statements. If applicable, the Fund
recognizes interest accrued related to unrecognized tax benefits in "Interest Expense" and penalties in "Other
Expenses" in the Statement of Operations. The Fund files tax returns with the U.S. Internal Revenue Service, New
York and various states. Each of the tax years in the four-year period ended December 31, 2015, remains subject to
examination by taxing authorities.

The tax character of distributions paid may differ from the character of distributions shown in the Statements of
Changes in Net Assets due to short-term capital gains being treated as ordinary income for tax purposes. The tax
character of distributions paid during fiscal years 2015 and 2014 was as follows:

2015 Distributions 2014 Distributions
Paid From: Paid From:
Long-Term Long-Term
Ordinary Capital Ordinary Capital
Income Gain Income Gain
(000) (000) (000) (000)
$ 13,106 $ $ 13,030 $

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

Temporary differences are attributable to differing book and tax treatments for the timing of the recognition of gains
(losses) on certain investment transactions and the timing of the deductibility of certain expenses.

Permanent differences, primarily due to differing treatments of gains (losses) related to foreign currency transactions,
paydown adjustments and basis adjustments for securities sold, resulted in the following reclassifications among the

components of net assets at December 31, 2015:

Accumulated

Undistributed Accumulated
Net Investment Net Realized Paid-in-
Income Loss Capital
(000) (000) (000)
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$ 517 $ (513) $ (4)

At December 31, 2015, the components of distributable earnings for the Fund on a tax basis were as follows:

Undistributed Ordinary Undistributed
Income Long-Term Capital Gain
(000) (000)
$ 646 $

At December 31, 2015, the Fund had available for Federal income tax purposes unused short term and long term
capital losses of approximately $4,274,000 and $5,330,000, respectively, that do not have an expiration date.

To the extent that capital loss carryforwards are used to offset any future capital gains realized, no capital gains tax

liability will be incurred by the Fund for gains realized and not distributed. To the extent that capital gains are offset,
such gains will not be distributed to the stockholders.
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G. Other: On October 8, 2007, the Fund commenced a share repurchase program for purposes of enhancing
stockholder value and reducing the discount at which the Fund's shares trade from their NAV. During the year ended
December 31, 2015, the Fund repurchased 1,112,006 of its shares at an average discount of 15.14% from NAV. Since
the inception of the program, the Fund has repurchased 3,269,965 of its shares at an average discount of 14.79% from
NAYV. The Directors regularly monitor the Fund's share repurchase program as part of their review and consideration
of the Fund's premium/discount history. The Fund expects to continue to repurchase its outstanding shares at such
time and in such amounts as it believes will further the accomplishment of the foregoing objectives, subject to review
by the Directors.

At December 31, 2015, the Fund had record owners of 10% or greater. Investment activities of these stockholders
could have a material impact on the Fund. The aggregate percentage of such owners was 10.8%.

H. Results of Annual Meeting of Stockholders (unaudited): On June 16, 2015, an annual meeting of the Fund's
stockholders was held for the purpose of voting on the following matter, the results of which were as follows:

Election of Directors by all stockholders:

For Against
Nancy C. Everett 18,098,829 1,009,600
Michael F. Klein 18,108,893 999,536
W. Allen Reed 18,152,990 955,439

Federal Tax Notice (unaudited)

For Federal income tax purposes, the following information is furnished with respect to the Fund's earnings for its
taxable year ended December 31, 2015. When distributed, certain earnings may be subject to a maximum tax rate of
15% as provided for by the Jobs and Growth Tax Relief Reconciliation Act of 2003. The Fund designated up to a

maximum of approximately $33,000 as taxable at this lower rate.

In January, the Fund provides tax information to stockholders for the preceding calendar year.
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For More Information About Portfolio Holdings (unaudited)

The Fund provides a complete schedule of portfolio holdings in its semi-annual and annual reports within 60 days of
the end of the Fund's second and fourth fiscal quarters. The semi-annual reports and the annual reports are filed
electronically with the Securities and Exchange Commission (SEC) on Form N-CSRS and Form N-CSR, respectively.
Morgan Stanley also delivers the semi-annual and annual reports to Fund stockholders and makes these reports
available on its public website, www.morganstanley.com/im. Each Morgan Stanley fund also files a complete
schedule of portfolio holdings with the SEC for the Fund's first and third fiscal quarters on Form N-Q. Morgan
Stanley does not deliver the reports for the first and third fiscal quarters to stockholders, nor are the reports posted to
the Morgan Stanley public website. You may, however, obtain the Form N-Q filings (as well as the Form N-CSR and
N-CSRS filings) by accessing the SEC's website, www.sec.gov. You may also review and copy them at the SEC's
Public Reference Room in Washington, DC. Information on the operation of the SEC's Public Reference Room may
be obtained by calling the SEC toll free at 1(800) SEC-0330. You can also request copies of these materials, upon
payment of a duplicating fee, by electronic request at the SEC's e-mail address (publicinfo@sec.gov) or by writing the
public reference section of the SEC, Washington, DC 20549-0102.

In addition to filing a complete schedule of portfolio holdings with the SEC each fiscal quarter, the Fund makes
portfolio holdings information available by providing the information on its public website,
www.morganstanley.com/im. The Fund provides a complete schedule of portfolio holdings on the public website on a
monthly basis at least 15 calendar days after month-end and under other conditions as described in the Fund's policy
on portfolio holdings disclosure. You may obtain copies of the Fund's monthly website postings, by calling toll free
1(800) 231-2608.

Proxy Voting Policy and Procedures and Proxy Voting Record (unaudited)
A copy of (1) the Fund's policies and procedures with respect to the voting of proxies relating to the Fund's portfolio
securities; and (2) how the Fund voted proxies relating to portfolio securities during the most recent twelve-month

period ended June 30, is available without charge, upon request, by calling toll free 1(800) 231-2608 or by visiting our
website at www.morganstanley.com/im. This information is also available on the SEC's web site at www.sec.gov.
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To the Stockholders and Board of Directors of
Morgan Stanley Emerging Markets Debt Fund, Inc.

We have audited the accompanying statement of assets and liabilities of Morgan Stanley Emerging Markets Debt
Fund, Inc. (the "Fund"), including the portfolio of investments, as of December 31, 2015, and the related statement of
operations for the year then ended, the statements of changes in net assets for each of the two years in the period then
ended and the financial highlights for each of the five years in the period then ended. These financial statements and
financial highlights are the responsibility of the Fund's management. Our responsibility is to express an opinion on
these financial statements and financial highlights based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements and financial highlights are free of material misstatement. We were not engaged to
perform an audit of the Fund's internal control over financial reporting. Our audits included consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the Fund's internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements and financial highlights, assessing the accounting
principles used and significant estimates made by management, and evaluating the overall financial statement
presentation. Our procedures included confirmation of securities owned as of December 31, 2015, by correspondence
with the custodian and others. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements and financial highlights referred to above present fairly, in all material
respects, the financial position of Morgan Stanley Emerging Markets Debt Fund, Inc. at December 31, 2015 the
results of its operations for the year then ended, the changes in its net assets for each of the two years in the period
then ended and the financial highlights for each of the five years in the period then ended, in conformity with U.S.
generally accepted accounting principles.

Boston, Massachusetts
February 26, 2016
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The Fund is managed by members of the Emerging Markets Debt team. The team consists of portfolio managers,
analysts and traders. The members of the team jointly and primarily responsible for the day-to-day management of the
Fund are Eric J. Baurmeister, a Managing Director of the Adviser, Jens Nystedt, a Managing Director of the Adviser
and Warren Mar, an Executive Director of the Adviser. Mr. Baurmeister has been associated with the Adviser in an
investment management capacity since 1997. Mr. Baurmeister began managing the Fund in July 2002. Mr. Nystedt
has been associated with the Adviser in an investment management capacity since November 2014. Prior to
November 2014, Mr. Nystedt was a Senior Global Strategist at Moore Capital Management from November 2008 to
November 2014. Mr. Mar has been associated with the Adviser in an investment management capacity since August
2012. Prior to August 2012, Mr. Mar was the global head of Emerging Markets Corporate Research & Strategy at J.P.
Morgan Chase from April 2004 to August 2012.
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Derivatives

The Fund may, but it is not required to, use derivative instruments for a variety of purposes, including hedging, risk
management, portfolio management or to earn income. Derivatives are financial instruments whose value is based, in
part, on the value of an underlying asset, interest rate, index or financial instrument. Prevailing interest rates and
volatility levels, among other things, also affect the value of derivative instruments. A derivative instrument often has
risks similar to its underlying asset and may have additional risks, including imperfect correlation between the value
of the derivative and the underlying asset, risks of default by the counterparty to certain transactions, magnification of
losses incurred due to changes in the market value of the securities, instruments, indices or interest rates to which the
derivative instrument relates, risks that the transactions may not be liquid and risks arising from margin requirements.
The use of derivatives involves risks that are different from, and possibly greater than, the risks associated with other
portfolio investments. Derivatives may involve the use of highly specialized instruments that require investment
techniques and risk analyses different from those associated with other portfolio investments. In addition, proposed
regulatory changes by the SEC relating to a mutual fund's use of derivatives could potentially limit or impact the
Fund's ability to invest in derivatives and adversely affect the value or performance of the Fund or its derivative
investments.

Certain derivative transactions may give rise to a form of leverage. Leverage magnifies the potential for gain and the
risk of loss. Leverage associated with derivative transactions may cause the Fund to liquidate portfolio positions when
it may not be advantageous to do so to satisfy its obligations or to meet earmarking or segregation requirements,
pursuant to applicable SEC rules and regulations, or may cause the Fund to be more volatile than if the Fund had not
been leveraged. Although the Adviser seeks to use derivatives to further the Fund's investment objective, there is no
assurance that the use of derivatives will achieve this result.

Following is a description of the derivative instruments and techniques that the Fund may use and their associated
risks:

Foreign Currency Forward Exchange Contracts. In connection with its investments in foreign securities, the Fund
also may enter into contracts with banks, brokers or dealers to purchase or sell securities or foreign currencies at a
future date. A foreign currency forward exchange contract ("currency contract") is a negotiated agreement between the
contracting parties to exchange a specified amount of currency at a specified future time at a specified rate. The rate
can be higher or lower than the spot rate between the currencies that are the subject of the contract. Currency contracts
may be used to protect against uncertainty in the level of future foreign currency exchange rates or to gain or modify
exposure to a particular currency. The Fund may also invest in non-deliverable foreign currency forward exchange
contracts ("NDFs"). NDFs are similar to other foreign currency forward exchange contracts, but do not require or
permit physical delivery of currency upon settlement. Instead, settlement is made in cash based on the difference
between the contracted exchange rate and the spot foreign exchange rate at settlement. In addition, the Fund may use
cross currency hedging or proxy hedging with respect to currencies in which the Fund has or expects to have portfolio
or currency exposure. Cross currency hedges involve the sale of one currency against the positive exposure to a
different currency and may be used for hedging purposes or to establish an active exposure to the exchange rate
between any two currencies. To the extent hedged by the use of currency contracts, the precise matching of the
currency contract amounts and the value of the securities involved will not generally be possible because the future
value of such securities in foreign currencies will change as a consequence of market movements in the value of those
securities between the date on which the contract is entered into and the date it matures. Furthermore, such

63



Edgar Filing: MORGAN STANLEY EMERGING MARKETS DEBT FUND INC - Form N-CSR

transactions may reduce

29

64



Edgar Filing: MORGAN STANLEY EMERGING MARKETS DEBT FUND INC - Form N-CSR

Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2015
Investment Policy (unaudited) (cont'd)

or preclude the opportunity for gain if the value of the currency should move in the direction opposite to the position
taken. There is additional risk that such transactions may reduce or preclude the opportunity for gain if the value of the
currency should move in the direction opposite to the position taken and that currency contracts create exposure to
currencies in which the Fund's securities are not denominated. The use of currency contracts involves the risk of loss
from the insolvency or bankruptcy of the counterparty to the contract or the failure of the counterparty to make
payments or otherwise comply with the terms of the contract.

Futures. A futures contract is a standardized, exchange-traded agreement to buy or sell a specific quantity of an
underlying asset, reference rate or index at a specific price at a specific future time. The value of a futures contract
tends to increase and decrease in tandem with the value of the underlying instrument. Depending on the terms of the
particular contract, futures contracts are settled through either physical delivery of the underlying instrument on the
settlement date or by payment of a cash settlement amount on the settlement date. A decision as to whether, when and
how to use futures contracts involves the exercise of skill and judgment and even a well-conceived futures transaction
may be unsuccessful because of market behavior or unexpected events. In addition to the derivatives risks discussed
above, the prices of futures contracts can be highly volatile, using futures contracts can lower total return, and the
potential loss from futures contracts can exceed the Fund's initial investment in such contracts. No assurance can be
given that a liquid market will exist for any particular futures contract at any particular time. There is also the risk of
loss by the Fund of margin deposits in the event of bankruptcy of a broker with which the Fund has open positions in
the futures contract.

Loan Participation Notes. The Fund may invest in loan participation notes ("LPNs"), which are interests in loans or
other direct debt instruments relating to amounts owed by a corporate, governmental or other borrower to another
party. LPNs are notes issued through a special purpose vehicle for the purpose of funding or acquiring a loan to final
obligor. LPNs are subject to the same risks as other debt obligations, which may include credit risk, interest rate risk,
liquidity risk and market risk. LPNs have limited recourse to the issuer, to the extent of the amount received by the
issuer from the ultimate borrower in paying the principal and interest amounts as defined under the loan agreement.
The Fund may be exposed to the credit risk of both the lender and the borrower, and may not benefit from any
collateral supporting the underlying loan.

Options. If the Fund buys an option, it buys a legal contract giving it the right to buy or sell a specific amount of the
underlying instrument or futures contract on the underlying instrument at an agreed-upon price typically in exchange
for a premium paid by the Fund. If the Fund sells an option, it sells to another person the right to buy from or sell to
the Fund a specific amount of the underlying instrument or futures contract on the underlying instrument at an
agreed-upon price typically in exchange for a premium received by the Fund. When options are purchased
over-the-counter ("OTC"), the Fund bears the risk that the counterparty that wrote the option will be unable or
unwilling to perform its obligations under the option contract. Options may also be illiquid and the Fund may have
difficulty closing out its position. A decision as to whether, when and how to use options involves the exercise of skill
and judgment and even a well-conceived option transaction may be unsuccessful because of market behavior or
unexpected events. The prices of options can be highly volatile and the use of options can lower total returns