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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2014

Letter to Stockholders (unaudited)

Performance

For the year ended December 31, 2014, the Morgan Stanley Emerging Markets Debt Fund, Inc. (the "Fund") had total
returns of 3.80%, based on net asset value, and 1.02% based on market value per share (including reinvestment of
distributions), compared to its benchmark, the JP Morgan Emerging Markets Bond Global Index (the "Index")*,
which returned 5.53%. On December 31, 2014, the closing price of the Fund's shares on the New York Stock
Exchange was $9.09, representing a 15.4% discount to the Fund's net asset value per share. Past performance is no
guarantee of future results.

Factors Affecting Performance

* 2014 ended much as it began, with a pessimistic cloud hanging over financial markets. The downtrend in
performance, most evident in emerging market (EM) currencies, was kicked off by the "taper tantrum" of the summer
of 2013, which triggered outflows on concerns of external funding vulnerability, and culminated with growth concerns
in China and a geopolitical crisis where Russia annexed the Crimean peninsula from Ukraine. Subsequently, attractive
valuations, as well as the first hints of stabilization in externally vulnerable countries, brought inflows back to the
asset class and supported a rebound in EM assets starting late in the first quarter of 2014. The continuation of the
global carry trade, a strategy of borrowing at a low rate to invest at a higher rate, was supported by global central bank
actions. Subdued inflation data provided room for the U.S. Federal Reserve (Fed) to maintain its lower-for-longer
interest rate pledge, alleviating worries of a sudden start to the rate hike cycle. After projections indicated that it would
fail to meet its 2% inflation target, the Bank of Japan (BOJ) announced that it would enlarge its annual quantitative
easing target from 60-70 trillion yen to 80 trillion yen. Disinflationary trends and signs of credit constraints prompted
the European Central Bank (ECB) to cut policy rates into negative territory and begin to lay the groundwork to
implement some form of quantitative easing. The rally in EM assets topped out in mid-to-late summer and began to
fade as investors lost their appetite for risk after a flare-up in the conflict between Russia and Ukraine, disappointing
global growth, and weakening commodity and energy prices threatened the fiscal and current account balances of
many emerging economies.

* Despite the setbacks and spreads widening +77 basis points, EM external debt ended the year up +5.53%, as
measured by the Index in U.S. dollars.?) Performance in the Index was driven by the investment grade segment, which
returned +9.07%, while the high yield segment detracted -3.21% from the Index's returns. Contrary to the expectations
of financial markets, 10-year U.S. Treasury yields fell 86 basis points in the year, aiding the performance of
longer-dated assets. Ukrainian bonds were the worst-performing segment in the year, falling 29.8%, as the conflict in
the Eastern region took its toll. Oil prices dropping more than 50% over the year sent the bonds of oil producing
nations down in the period. Venezuela, Russia, and Ecuador were the hardest hit countries. The drop in oil revenues
exacerbated Venezuela's tenuous fiscal situation as the Maduro government was unwilling or unable to enact serious
reforms to alleviate the problems. Overall flows into EM external debt reached a total of +$16.3 billion in 2014
(according to JP Morgan data), well below the averages of the previous years, but a rebound from 2013. Given the
widening performance differential between external and domestic debt over the past two years, investors have been
increasingly passing the asset allocation decision to the professional investment manager, as evidenced by the growing
fund flows to blended mandates that combine both external and domestic debt.
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2014
Letter to Stockholders (unaudited) (cont'd)

* Contributing to relative performance during the year were the Fund's underweight position and security selection in
Ukraine, as well as an overweight position and security selection in Indonesia. Also contributing to relative
performance were underweight positions in Zambia and Ecuador, an overweight position in Hungary, security
selection in Mexico, and an opportunistic investment in Greece.

» With falling oil prices weighing on the markets of oil-producing nations, the Fund's overweight positions in
Venezuela (partially mitigated by security selection), Russia (overweight in the beginning of the year but then reduced
to an underweight), and Kazakhstan, as well as security selection in Colombia, detracted from relative performance.
The Fund's underweight positions in Argentina and Turkey, and our avoidance of Lebanon also detracted from relative
performance. The use of U.S. Treasury futures to reduce interest rate duration detracted from performance as U.S.
Treasury yields fell in the year.

Management Strategies

* We expect policy makers in the developed markets (DM), primarily the U.S. and the U.K., to continue their steady
withdrawal of monetary stimulus, in sync with a cyclical recovery in economic activity. While DM monetary
tightening could continue to generate volatility in EM assets, faster DM growth should bode well for EM growth in
the medium term. In addition, a continued dovish stance by the ECB, BOJ, and the central bank of China, may support
EM economies and could partially offset the effects of a less accommodative U.S. monetary policy.

* The primary risks that we continue to monitor are the path of Chinese economic growth and policy, the continued
weakness in commodity prices, the potential for rising interest rates in the U.S., and ongoing geopolitical events in
Europe and the Middle East. The upcoming elections in Greece once again raised the possibility that Greece could exit
the eurozone and the potential impacts could add to financial market volatility. A slowing China will likely continue
to weigh on commodity prices and commodity-exporting economies, while, conversely, reducing fiscal and
inflationary pressures on oil-importing countries. Such a scenario may provide opportunities to benefit from the
diverging economic trajectories. Divergence in the G3 (U.S., Japan and Europe) monetary policy path remains
supportive of a long U.S. dollar bias.

* We believe 2015 may look remarkably similar to 2014, with macro and policy divergence being the main drivers of
asset price performance. We expect EM sovereign debt to post solid returns in the medium term, and episodic
setbacks, such as those experienced in the second half of 2014, are to be expected. We believe there may be selective
opportunities to add to sovereign debt of countries with attractive valuations, comfortable external positions, or
favorable growth prospects. We remain marginally cautious on domestic debt even after the broad-based weakness in
EM currencies versus the U.S. dollar experienced over the past year, as the macroeconomic adjustment towards higher
real rates and lower current account deficits has not reached its full
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2014
Letter to Stockholders (unaudited) (cont'd)

conclusion. In this regard, we will be watching policy makers closely to ensure that they recommit to prudent policies
during this adjustment process.

Sincerely,

John H. Gernon
President and Principal Executive Officer January 2015

*The JP Morgan Emerging Markets Bond Global ("EMBG") 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.

() Source for market data: Bloomberg L.P.
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2014
Portfolio of Investments

(Showing Percentage of Total Value of Investments)

Face
Amount Value
(000) (000)

FIXED INCOME SECURITIES (91.8%)

Argentina (0.4%)

Sovereign (0.4%)

Republic of Argentina,

2.50%, 12/31/38 (a)(b)(c) $ 2,150 $ 1,107
Brazil (6.6%)

Corporate Bonds (3.7%)

Banco Safra SA,

6.75%, 1/27/21 690 742

6.75%, 1/27/21 (d) 1,360 1,462

BRF SA,

4.75%, 5/22/24 (d)(e) 1,850 1,801

CIMPOR Financial Operations BV,

5.75%, 7/17/24 (d) 1,318 1,160

Minerva Luxembourg SA,

8.75%, 4/3/19 (d)(f)(9) 1,290 1,245

Odebrecht Offshore Drilling

Finance Ltd.,

6.63%, 10/1/23 (d) 635 572

6.75%, 10/1/22 (d) 2,978 2,732
9,714

Sovereign (2.9%)
Brazil Minas SPE via State of

Minas Gerais,
5.33%, 2/15/28 1,900 1,886
5.33%, 2/15/28 (d) 2,750 2,729

Brazilian Government
International Bond,
5.00%, 1/27/45 (e) 2,988 2,943
7,558
17,272
Chile (4.3%)
Corporate Bonds (2.0%)

Colbun SA,

4.50%, 7/10/24 (d)(e) 1,372 1,376
Corp. Nacional del Cobre de Chile,

4.88%, 11/4/44 (d)(e) 1,910 1,948

1,290 1,272

13
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Empresa Electrica Angamos SA,
4.88%, 5/25/29 (d)(e)
GNL Quintero SA,

4.63%, 7/31/29 (d) 506 514
5,110
Face
Amount Value
(000) (000)

Sovereign (2.3%)
Empresa Nacional del Petroleo,

4.75%, 12/6/21 $ 3,200 $ 3,256
5.25%, 8/10/20 2,600 2,751
6,007

11,117
China (2.9%)
Sovereign (2.9%)
Sinopec Group Overseas
Development 2013 Ltd.,
4.38%, 10/17/23 7,240 7,607
Colombia (3.0%)
Corporate Bonds (1.2%)
Ecopetrol SA,

5.88%, 5/28/45 576 536

Pacific Rubiales Energy Corp.,

5.38%, 1/26/19 (d)(e) 1,870 1,616

5.63%, 1/19/25 (d)(e) 1,280 985
3,137

Sovereign (1.8%)
Colombia Government
International Bond,

4.38%, 7/12/21 1,460 1,547
7.38%, 3/18/19 390 460
11.75%, 2/25/20 1,815 2,584
4,591
7,728
Croatia (2.2%)

Sovereign (2.2%)
Croatia Government
International Bond,

5.50%, 4/4/23 1,670 1,739
6.00%, 1/26/24 (d) 3,590 3,886
5,625

Dominican Republic (0.3%)

Sovereign (0.3%)

Dominican Republic

International Bond,

7.45%, 4/30/44 (d) 666 732
The accompanying notes are an integral part of the financial statements.
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2014
Portfolio of Investments (cont'd)

(Showing Percentage of Total Value of Investments)

Face
Amount Value
(000) (000)

El Salvador (0.4%)

Sovereign (0.4%)

El Salvador Government

International Bond,

6.38%, 1/18/27 (d) $ 1,020 $ 1,028
Ethiopia (0.7%)

Sovereign (0.7%)

Federal Democratic Republic

of Ethiopia,

6.63%, 12/11/24 (d) 1,720 1,694
Honduras (0.4%)

Sovereign (0.4%)

Republic of Honduras,

8.75%, 12/16/20 1,030 1,146
Hungary (3.5%)

Sovereign (3.5%)

Hungary Government

International Bond,

4.00%, 3/25/19 152 157
5.38%, 3/25/24 2,468 2,678
5.75%, 11/22/23 4,630 5,151
6.38%, 3/29/21 1,050 1,205

9,191
India (0.2%)

Corporate Bond (0.2%)

Vedanta Resources PLC,

7.13%, 5/31/23 (d) 560 518
Indonesia (8.8%)

Sovereign (8.8%)

Indonesia Government

International Bond,

5.88%, 1/15/24 (d) 2,200 2,492
7.75%, 1/17/38 2,429 3,191
Majapahit Holding BV,

7.75%, 1/20/20 4,450 5,173
Pertamina Persero PT,

4.30%, 5/20/23 4,750 4,560
4.88%, 5/3/22 2,050 2,055
6.45%, 5/30/44 (d) 1,720 1,800

16
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Perusahaan Listrik Negara PT,

5.50%, 11/22/21 (e) 3,470 3,635
22,906
Face
Amount Value
(000) (000)

Iraq (0.4%)

Sovereign (0.4%)

Republic of Iraq,

5.80%, 1/15/28 $ 1,100 $ 929
Ivory Coast (1.1%)

Sovereign (1.1%)

Ivory Coast Government

International Bond,

5.38%, 7/23/24 (d)(e) 1,330 1,277
5.75%, 12/31/32 1,620 1,563

2,840
Jamaica (0.5%)

Sovereign (0.5%)

Jamaica Government

International Bond,

7.63%, 7/9/25 (e) 1,280 1,344
Kazakhstan (3.8%)

Sovereign (3.8%)

Development Bank of

Kazakhstan JSC,

4.13%, 12/10/22 (d)(e) 1,528 1,291
KazAgro National Management

Holding JSC,

4.63%, 5/24/23 (d) 2,690 2,260

Kazakhstan Government
International Bond,

3.88%, 10/14/24 (d)(e) 2,310 2,167

KazMunayGas National Co., JSC,

6.00%, 11/7/44 (d) 1,950 1,659

9.13%, 7/2/18 2,180 2,393
9,770

Kenya (1.3%)

Sovereign (1.3%)

Kenya Government

International Bond,

6.88%, 6/24/24 (d) 3,120 3,284
Lithuania (1.4%)

Sovereign (1.4%)

Lithuania Government

International Bond,

6.63%, 2/1/22 2,470 2,992
7.38%, 2/11/20 500 605
3,597

The accompanying notes are an integral part of the financial statements.
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2014
Portfolio of Investments (cont'd)

(Showing Percentage of Total Value of Investments)

Face
Amount Value
(000) (000)
Mexico (12.9%)
Corporate Bonds (3.8%)
Alfa SAB de CV,
5.25%, 3/25/24 (d)(e) $ 2,200 $ 2,293
Cemex SAB de CV,
5.70%, 1/11/25 (d)(e) 1,900 1,848
Elementia SAB de CV,
5.50%, 1/15/25 (d) 740 712
Fermaca Enterprises S de RL de CV,
6.38%, 3/30/38 (d)(e) 2,414 2,468
Tenedora Nemak SA de CV,
5.50%, 2/28/23 (d) 1,090 1,115
5.50%, 2/28/23 1,500 1,534
9,970
Sovereign (9.1%)
Mexico Government
International Bond,
3.63%, 3/15/22 3,250 3,328
6.05%, 1/11/40 1,408 1,729
6.75%, 9/27/34 1,076 1,411
Petroleos Mexicanos,
5.50%, 1/21/21 3,180 3,458
6.38%, 1/23/45 (e) 2,520 2,866
6.50%, 6/2/41 2,600 2,996
6.63%, 6/15/35 - 6/15/38 (e) 2,780 3,212
8.00%, 5/3/19 1,750 2,078
8.63%, 12/1/23 1,990 2,486
23,564
33,534
Mozambique (0.4%)
Sovereign (0.4%)
EMATUM Via Mozambique
EMATUM Finance 2020 BV,
6.31%, 9/11/20 1,000 980
Nigeria (0.3%)
Sovereign (0.3%)
Nigeria Government
International Bond,
6.38%, 7/12/23 920 908
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Face
Amount Value

(000) (000)
Panama (2.2%)
Sovereign (2.2%)
Panama Government
International Bond,
4.00%, 9/22/24 $ 1,434 $ 1,481
5.20%, 1/30/20 2,060 2,282
7.13%, 1/29/26 (e) 1,140 1,473
8.88%, 9/30/27 (e) 263 383

5,619
Paraguay (0.6%)
Sovereign (0.6%)
Republic of Paraguay,
6.10%, 8/11/44 (d) 1,420 1,519
Peru (2.6%)
Corporate Bonds (1.2%)
Banco de Credito del Peru,

6.13%, 4/24/27 (d)(e)(f) 2,080 2,205

Union Andina de Cementos SAA,

5.88%, 10/30/21 (d)(e) 960 976
3,181

Sovereign (1.4%)
Corp. Financiera de Desarrollo SA,

5.25%, 7/15/29 (d)(f) 1,178 1,199
Fondo MIVIVIENDA SA,
3.50%, 1/31/23 (d) 491 469

Peruvian Government

International Bond,

6.55%, 3/14/37 (e) 1,550 2,019
3,687
6,868

Philippines (4.6%)

Sovereign (4.6%)

Philippine Government

International Bond,

4.00%, 1/15/21 (e) 6,006 6,531
8.38%, 6/17/19 1,491 1,902
9.50%, 2/2/30 2,200 3,578

12,011

The accompanying notes are an integral part of the financial statements.
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2014
Portfolio of Investments (cont'd)

(Showing Percentage of Total Value of Investments)

Face
Amount Value
(000) (000)
Poland (2.7%)
Sovereign (2.7%)
Poland Government
International Bond,
3.00%, 3/17/23 (e) $ 5,950 $ 5,940
4.00%, 1/22/24 (e) 570 608
5.00%, 3/23/22 470 528
7,076
Romania (0.7%)
Sovereign (0.7%)
Romanian Government
International Bond,
4.38%, 8/22/23 (d) 1,014 1,071
6.75%, 2/7/22 680 821
1,892
Russia (7.4%)
Sovereign (7.4%)
Russian Foreign Bond - Eurobond,
5.63%, 4/4/42 3,200 2,694
7.50%, 3/31/30 15,046 15,641
7.50%, 3/31/30 (d) 777 807
19,142
Serbia (0.8%)
Sovereign (0.8%)
Republic of Serbia,
4.88%, 2/25/20 1,100 1,101
7.25%, 9/28/21 935 1,051
2,152

South Africa (2.8%)

Corporate Bond (0.4%)

MTN Mauritius Investments Ltd.,

4.76%, 11/11/24 (d) 1,045 1,029

Sovereign (2.4%)

Eskom Holdings SOC Ltd.,

5.75%, 1/26/21 (d) 3,556 3,591

South Africa Government

International Bond,

5.88%, 9/16/25 (e) 2,420 2,733
6,324
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7,353
Face
Amount Value
(000) (000)
Sri Lanka (0.5%)
Sovereign (0.5%)
Sri Lanka Government
International Bond,
5.88%, 7/25/22 (d) $ 490 $ 503
6.25%, 10/4/20 100 105
6.25%, 10/4/20 (d) 650 683
1,291

Turkey (5.0%)

Sovereign (5.0%)

Export Credit Bank of Turkey,

5.88%, 4/24/19 (d) 2,850 3,050
Turkey Government

International Bond,

3.25%, 3/23/23 3,600 3,429
5.63%, 3/30/21 4,850 5,353
6.88%, 3/17/36 1,000 1,240

13,072

Venezuela (6.1%)
Sovereign (6.1%)
Petroleos de Venezuela SA,

6.00%, 11/15/26 23,730 8,780
8.50%, 11/2/17 1,530 879
9.00%, 11/17/21 3,000 1,328

Venezuela Government
International Bond,

6.00%, 12/9/20 1,340 574
9.00%, 5/7/23 9,020 4,000
11.75%, 10/21/26 380 190

15,751
TOTAL FIXED INCOME SECURITIES
(Cost $240,289) 238,603

No. of
Warrants

WARRANTS (0.1%)

Nigeria (0.1%)

Central Bank of Nigeria,

expires 11/15/20 (f)(h) 2,250 326

Venezuela (0.0%)

Venezuela Government International

Bond, QOil-Linked Payment

Obligation, expires 4/15/20 (f)(h) 5,450 57

TOTAL WARRANTS (Cost $ ) 383
The accompanying notes are an integral part of the financial statements.
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2014
Portfolio of Investments (cont'd)

(Showing Percentage of Total Value of Investments)

Value

Shares (000)
SHORT-TERM INVESTMENTS (8.1%)
Securities held as Collateral on Loaned Securities (6.7%)
Investment Company (6.7%)
Morgan Stanley Institutional
Liquidity Funds Money Market
Portfolio  Institutional Class
(See Note E) 17,287,766 $ 17,288
TOTAL SECURITIES HELD AS
COLLATERAL
ON LOANED SECURITIES (Cost
$17,288) 17,288
Investment Company (1.4%)
Morgan Stanley Institutional
Liquidity Funds Money Market
Portfolio Institutional Class
(See Note E) (Cost $3,570) 3,570,287 3,570
TOTAL SHORT-TERM
INVESTMENTS (Cost $20,858) 20,858
TOTAL INVESTMENTS (100.0%)
(Cost $261,147)
Including $19,651 of Securities
Loaned (i) 259,844
LIABILITIES IN EXCESS OF OTHER
ASSETS (16,872)
NET ASSETS $242,972
(a) Issuer in bankruptcy.

(b) Non-income producing security; bond in default.

(c) Multi-step  Coupon rate changes in predetermined increments to maturity. Rate disclosed is as of
December 31, 2014. Maturity date disclosed is the ultimate maturity date.

(d) 144A security Certain conditions for public sale may exist. Unless otherwise noted, these securities are
deemed to be liquid.

(e) All or a portion of this security was on loan at December 31, 2014.

(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, 2014.
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(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, 2014.
(h) Security has been deemed illiquid at December 31, 2014.
(i) Securities are available for collateral in connection with an open futures contract.

Futures Contracts:

The Fund had the following futures contract open at December 31, 2014

Number Unrealized
of Value Expiration Appreciation
Contracts (000) Date (000)
Short:
u.S.
Treasury
5 yr. Note 114 $(13,558) Mar-15 $ 4

Portfolio Composition*

Percentage of

Classification Total Investments
Sovereign 84.9%
Corporate Bonds 13.5
Other** 1.6
Total Investments 100.0%***

* Percentages indicated are based upon total investments (excluding Securities held as Collateral on
Loaned Securities) as of December 31, 2014.

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

*** Does not include open short futures contracts with an underlying face amount of approximately
$13,558,000 with total unrealized appreciation of approximately $4,000.

The accompanying notes are an integral part of the financial statements.
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2014

Financial Statements

Statement of Assets and Liabilities

Assets:

Investments in Securities of Unaffiliated Issuers, at
Value(1) (Cost $240,289)

Investment in Security of Affiliated Issuer, at Value (Cost
$20,858)

Total Investments in Securities, at Value (Cost $261,147)
Foreign Currency, at Value (Cost $1)

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

Payable for Professional Fees

Payable for Administration Fees

Payable for Custodian Fees

Payable for Stockholder Servicing Agent Fees
Other Liabilities

Total Liabilities

Net Assets

Applicable to 22,614,943 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

Futures Contracts

Foreign Currency Translations

Net Assets

(1) Including:

Securities on Loan, at Value:

December 31, 2014
(000)

$ 238,986

20,858
259,844
1

3,081
3,732

173
123

14
266,968

20,306
3,392
209

49

7

5

1

27
23,996

$ 242,972
$ 10.74

$ 226
254,698

671

(11,313)

(1,299)

4

(15)

$ 242,972
$ 19,651
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@ Amount is less than $500.

The accompanying notes are an integral part of the financial statements.
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2014

Financial Statements (cont'd)

Year Ended

December 31, 2014
Statement of Operations (000)
Investment Income:
Interest from Securities of Unaffiliated Issuers $ 15,051
Dividends from Securities of Unaffiliated Issuers 100
Income from Securities Loaned Net 69
Dividends from Security of Affiliated Issuer (Note E) 3
Total Investment Income 15,223
Expenses:
Advisory Fees (Note B) 2,592
Administration Fees (Note C) 207
Professional Fees 137
Stockholder Reporting Expenses 57
Custodian Fees (Note D) 31
Stockholder Servicing Agent Fees 9
Directors' Fees and Expenses 7
Other Expenses 53
Total Expenses 3,093
Waiver of Administration Fees (Note C) (120)
Rebate from Morgan Stanley Affiliate (Note E) (7)
Net Expenses 2,966
Net Investment Income 12,257
Realized Loss:
Investments Sold (2,671)
Foreign Currency Forward Exchange Contracts (47)
Foreign Currency Transactions (78)
Futures Contracts (240)
Net Realized Loss (3,036)
Change in Unrealized Appreciation (Depreciation):
Investments (1,827)
Foreign Currency Translations (42)
Futures Contracts (229)
Net Change in Unrealized Appreciation
(Depreciation) (2,098)
Net Realized Loss and Change in Unrealized
Appreciation (Depreciation) (5,134)
Net Increase in Net Assets Resulting from
Operations $ 7,123

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

December 31, 2014

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

Net Realized Gain

Total Distributions

Capital Share Transactions:
Repurchase of Shares (562,313 and
492,280 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 $671 and
$757)

Year Ended

December 31, 2014

(000)
$ 12,257
(3,036)
(2,098)
7,123
(13,030)

(13,030)

(5,471)

(5,471)
(11,378)

254,350

$ 242,972

Year Ended
December 31, 2013
(000)

$ 13,256
2,324
(43,310)
(27,730)
(14,059)
(8,630)
(22,689)
(4,876)

(4,876)
(55,295)

309,645

$ 254,350

The accompanying notes are an integral part of the financial statements.
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2014

Financial Highlights

Selected Per Share Data and Ratios

Year Ended December 31,

2014 2013 2012 2011
Net Asset
Value,
Beginning of
Period $ 1097 $ 13.08 $ 1154 $ 11.38
Net Investment
Incomet 0.53 0.56 0.58 0.61
Net Realized
and Unrealized
Gain (Loss) (0.23) (1.73) 1.59 0.21
Total from
Investment
Operations 0.30 (1.17) 2.17 0.82
Distributions from and/or in excess of:
Net Investment

Income (0.57) (0.60) (0.60) (0.62)
Net Realized

Gain (0.37) (0.03) (0.04)
Total

Distributions (0.57) (0.97) (0.63) (0.66)
Anti-Dilutive

Effect of Share

Repurchase

Program 0.04 0.03

Net Asset

Value, End of

Period $ 10.74 $ 1097 $ 13.08 $ 1154
Per Share

Market Value,

End of Period $ 9.09 $ 954 $ 11.95 $ 10.41
TOTAL INVESTMENT RETURN:

Market Value 1.02% (12.27)% 21.04% 5.73%
Net Asset

Value(1) 3.80% (7.84)% 19.51% 7.93%
RATIOS, SUPPLEMENTAL DATA:

Net Assets,

End of Period

(Thousands) $242,972 $254,350 $309,645 $273,259
Ratio of 1.14%+ 1.16%+ 1.13%+ 1.14%+

Expenses to
Average Net

2010

$ 11.19

0.74

0.42

(0.66)
(0.31)

(0.97)

$ 11.38

$ 1048
13.58%

11.00%

$269,397
1.19%+
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Assets(2)

Ratio of

Expenses to

Average Net

Assets

Excluding Non

Operating

Expenses N/A 1.14%+ N/A 1.14%+ 1.13%+
Ratio of Net

Investment

Income to

Average Net

Assets(2) 4.73%+ 4.66%+ 4.65%+ 5.28%+ 6.35%+
Ratio of Rebate

from Morgan

Stanley

Affiliates to

Average Net

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

Turnover Rate 80% 85% 46% 46% 105%
(2)

Supplemental

Information on

the Ratios to

Average Net

Assets:

Ratios Before Expenses Waived by Administrator:

Ratio of

Expenses to

Average Net

Assets 1.19% 1.21% 1.18% 1.19% 1.23%+
Ratio of Net

Investment

Income to

Average Net

Assets 4.68% 4.61% 4.60% 5.23% 6.31%+
(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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The accompanying notes are an integral part of the financial statements.
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Morgan Stanley Emerging Markets Debt Fund, Inc.
December 31, 2014
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'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 the Fund's policy in the previous sentence. 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 pri