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—  GAAP 7,982 8,037 8,288 ) 3)
DVA @ — — (163) — N/M
—GAAP 7,982 8,037 8,125 @ @
—  GAAP
©) 4,928 5,117 4,758 0] 8
DVA @ — — (455) — N/M
—GAAP 4,928 5,117 4,303 [0) 19
—  GAAP (632) (853) (596) 26 (43)
—  GAAP 12,278 12,301 12,450 — @
—DVA — — (618) — N/M
12,278 12,301 11,832 — 4
@ 2016
DVA ocl 2015  DVA
GAAP
15
(2) 2016
( ) 2017
(€)) (&)
4,140 363 (762) 3,741
2,294 2,191 (244) 4,241
6,434 2,554 (1,006) 7,982
4,453 238 237 4,928
( ) 2016
(€)) (©))
3,668 347 (283) 3,732
2,231 2,241 (167) 4,305
5,899 2,588 (450) 8,037
4,115 162 840 5,117

76/476



EDINETOOOO

OOOo0oooonOn(eossr1)
OooooOodd
( ) 2015
(€)) (&)
3,300 322 126 3,748
2,210 2,437 270) 4,377
DVA 3) 163 — — 163
5,673 2,759 (144) 8,288
3,333 139 831 4,303
DVA ®) 455 — — 455
3,788 139 831 4,758
o
@
®) 2017 2016
DVA ocl 2015  DVA
GAAP
15
2016 2017
2017 2016
7,982
2016
2016
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2017 2016 4,928
2016
2017
2016 632
2015 2016
2015 DVA 163 2016
2015 8,037
2015
196 2015
2015 DVA 455 2016
2015 19 5,117

( 2015
2016 ) 782
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2016

2017

2017

2017

2017

2017

2015

2016

2015 853
2017
2016
2017
2016 13,169
2016

2015

—2015

2016

2016

630

2016
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2016

2016

2016

2016

2017

2016

2015

2015

11

2015

2015

2016

2015 2016
535 MUNISS
(
12,336
( CDS )
471
705 IRS
83
IRS
564

71
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MUFG  MSMS
)
2017 2016 (1) 2015 (1) 2017 2016
533 484 623 10 (22)
848 861 731 () 18
3 — 18 N/M N/
1,737 1,745 1,981 — 12)
9,342 8,454 8,536 1 [€))
268 277 255 (€)) 9
12,731 11,821 12,144 8 [€))
4,591 3,888 3,105 18 25
486 359 149 35 141
4,105 3,529 2,956 16 19
16,836 15,350 15,100 10 2
9,360 8,666 8,595 8 1
3,177 3,247 3,173 () 2
12,537 11,913 11,768 5 1
4,299 3,437 3,332 25 3
1,974 1,333 1,247 48 7
2,325 2,104 2,085 11 1
[€)) 2016
(
) 2017 12 31 2016 12 31
2,373 2,103
(€D 1,045 877
44 42
® 80 73
59.2 63.9
77.3 68.7
15,712 15,763
2017 2016 2015
( Y(3) 1,068 968 950
151 133 125
5)( ) 75.4 48.5 46.3
(€Y
)
©)

81/476



EDINETOOOO

OOOo0oooonOn(eossr1)
OooooOodd
)
®)
2017 2016 2015 2016
533 484 623 10 (22)
848 861 731 @ 18
1,737 1,745 1,981 — 12)
3,118 3,090 3,335 1 @
19 20 22
2016 2017
2017 2016
3,118
2017
2017
2017 2016
2017 2016 11
9,342
2017 2016 16 4,105
2017 2016

268
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2017 2016
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2015 2016

2016

2015 3,090

2016

2016

2016

2016
8,454

2016
3,529

2016 2016
2015 277
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2016 2015 11,913
2016
2016 2011 2016 IRS
70
2017 411
402
21
2016 2017
( ) 12 31 12 31
(€Y)
0 222 39 @D 12 252
0) 204 47 (30) 29 250
21 2 0} 2 21
125 34 (25) 15 149
285 74 (41) 35 353
857 196 (121) 93 1,025
20 13 (13) — 20

877 209 (134) 93 1,045
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2015 2016
) 12 31 12 31
@ 283 33 o7 3 222
105 107 an 9 204
25 2 (6) — 21
115 31 (26) 5 125
252 63 (41) 11 285
780 236 187) 28 857
15 14 9) — 20
795 250 (196) 28 877
2014 2015
) 12 31 12 31
@ 285 42 (32) 12) 283
93 29 (14) ®) 105
31 3 (6) ®) 25
119 29 (25) ®) 115
241 58 (38) (9) 252
769 161 (115) (35) 780
16 9 (10) — 15
785 170 (125) (35) 795
(€))
bps) 2017 2016 2015
D) 17 34 40
@ 99 107 114
120 121 122
86 88 90
97 101 105
77 79 81
6 6 6
76 77 80
@
(2) 2016
660
(3) 2017
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)
( )
2017 2016 2015 2017 2016

— — 1 — (100)
(¢2)) ©) @ N/M (100)
449 13 249 N/M (95)
— 3 1 (100) 200
2,196 2,063 2,049 6 1
€)) 31 32 N/M 3)
2,586 2,108 2,331 23 (10)
4 5 2 (20) 150

4 1 18 N/M (94)

— 4 (16) (100) 125
2,586 2,112 2,315 22 )
1,181 937 954 26 D)
949 888 869 7 2
2,130 1,825 1,823 17 —
456 287 492 59 (42)
201 75 128 168 (41)
255 212 364 20 42)
— 2 1 (100) 100
255 214 365 19 (41)
9 1) 19 182 (158)
246 225 346 9 (35)
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2016 2017

2016 13 2017 449

AUM 2016
2,196
2016

2016 31
2017 37

2017 2016 17 2,130

2017

2017

2015 2016

2016 2015 95 13

2015
2016

2016 AUM
2015 2,063
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2016 2015
1,825
2017 86
94
21
AUM
2016 2017
12 31 12 31
( )
79 23 @D 23 1 105
60 27 [¢2)) 4 3 73
163 1,239 (1,227) 1 — 176
115 24 (18) 8 (b 128
AUM 417 1,313 (1,287) 36 3 482
8 7
2015 2016
12 31 12 31
( )
83 19 (24) 1 — 79
60 25 (26) 2 @ 60
149 1,325 (1,310) — @ 163
114 27 1¢10) 3) 115
AUM 406 1,396 (1,387) (%) 417
8 8
2014 2015
12 31 12 31
( ) (1)
99 15 (30) — @ 83
65 21 (23) [€)) 0 60
128 1,259 (1,238) — — 149
111 28 (18) — @ 114
AUM 403 1,323 (1,309) ) (10) 406
7 8
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AUM
( 2017 2016 2015
93 81 93
66 61 63
157 151 136
122 115 113
AU 438 408 405
7 8 7
( bps) 2017 2016 2015
73 72 69
33 32 32
17 18 10
70 75 79
AUM 46 47 46
o

46
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2017 2016 2015
GAAP 40.1 30.8 25.9
—GAAP @) 30.8 31.6 32.3
(1) 2017
( )
GAAP GAAP
2017
2017 968
IRS
2017 12 22 21
GILTI
BEAT
( FDIC )
12
2018
22 25 (
)
2018 18 2017
43
EPS EPS 2017 12 31
0.03 0.02

89 45
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2016
2016 IRS
68
2015
2015
564
12
(€9)
) 2017 12 31 2016 12 31
() 185.3 176.8
— 42.0 50.3
— 17.5 13.6
59.5 63.9
(©) 159.1 154.7
0 41.2 36.0
26.7 24.4
67.9 60.4
24.2 20.3
12.2 9.9
36.4 30.2
€Y
)
©) — —

*
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( Aoct ) —
AOCH
2017
2019
2019
( CECL )
( )
CECL
(
CECL
2020 2019

GAAP
( )
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( )
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( FRC )
( BRC )
) 2017 12 31
IS WM I
@ 63,597 16,733 65 80,395
295,678 59 2,545 298,282
19,556 59,246 — 78,802
74,732 9,526 — 84,258
123,776 234 — 124,010
36,803 18,763 621 56,187
36,269 67,852 5 104,126
0 14,563 9,596 1,514 25,673

664,974 182,009 4,750 851,733
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) 2016 12 31
IS W IM
@WE) 56,190 21,102 68 77,360
259,680 64 2,410 262,154
16,222 63,870 — 80,092
96,735 5,220 — 101,955
124,840 396 — 125,236
26,624 19,268 568 46,460
33,816 60,427 5 94,248
@G) 15,042 10,788 1,614 27,444
629,149 181,135 4,665 814,949
IS —
W —
M —
@
@
(©)
2016 12 31 8,149
2017 12 31 8,517
( )
) 2017 12 31 2016 12 31
208,268 227,191
70,016 70,472
@ 13,749 13,737
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214,343 224,355
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o
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) 2017 12 31 2016 12 31
€Y 7,167 8,679
@ 33,791 30,568
73,422 78,615
55,750 46,360
(€)) 19,424 30,884
3,106 7,191
192,660 202,297
(€Y
)
©)
) -
2017 2016 2017 12 31
12 31 12 31
70,364 74,411 69,192
4,756 4,238 4,242
75,120 78,649 73,434
41,642 66,514 45,319
35,264 18,801 32,400
76,906 85,315 77,719
40,634 38,333 39,186
117,540 123,648 116,905
192,660 202,297 190,339
(LCR)
LCR LCR
30
( HQLA )

LCR (100 )
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HOLA LCR
( ) -
2017 2016 2017 12 31
12 31 12 31
HQLA
32,964 30,569 33,450
@ 125,993 129,524 125,269
158,957 160,093 158,719
LCR 128
o
HQLA
LCR HQLA
(NSFR)
NSFR
2014  NSFR 2016

NSFR
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120
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) 2017 12 31 2016 12 31
(€Y 135,946 153,042
8,541 1,517
144,487 154,559
(@) 14,949 1,304
159,436 155,863
o
@ ( )
2017 12 31 2016 12 31
2017 12 31 2016 12 31 165,716 192,582
2017
55,416
(35,825)

11
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2018 21 MSBNA

DBRS R-1C ) AC)

F1 A

P-2 A3

a-1 A-
S&P A-2 BBB+
MSBNA

F1 A+

P-1 Al
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2017 12 31 2016 12 31
822 1,292
596 875
2017 2016
3,750 3,500
)
10b5-1
2018 18
0.25
2018 15
2018 31
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2017 12 15
2018 16
2017 12 29
15
FRB FRB
occ
11
2017 12 11
2022
RWA
(
)
AOCI
2019
2.5
G-SIB ( )
2.5 ( CCyB )H(
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(
2019
RWA

(
(
RWA

2017 12 31

G-SIB

RWA
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2019
BESCHAF®
13.5% < ygagq)
12, 12594
10. 75% BEF 4T 1
9. 375% WAL 5%
3.09% - G-S1B%E A
9 958s H$—Fy—is
2 59§ AxREe
1. 9584 1. 875% — KT p—
SERAREAE
4. 5oy 4 594 4. 594 4 584 - TA4TF
AR 0%
MEE1R1BE MIF1RATE 0EI1RIB NYFE1RIB
O FAFXR T FT18E BENMNTF«FI18E B F+F7280E
(1) G-SIB 3.0 ) CCyB( )
2019
( ) 2017 12 31
61,134 61,134 60,564 60,564
69,938 69,938 69,120 69,120
80,275 80,046 79,470 79,240
RWA 369,578 350,212 377,241 358,324
16.5 17.5 16.1 16.9
18.9 20.0 18.3 19.3
21.7 22.9 21.1 22.1
(€)) 842,270 N/A 841,756 N/A

) 8.3 N/A 8.2 N/A
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( ) 2016 12 31
60,398 60,398 58,616 58,616
68,097 68,097 66,315 66,315
78,917 78,642 77,155 76,881
RWA 340,191 358,141 351,101 369,709
17.8 16.9 16.7 15.9
20.0 19.0 18.9 17.9
23.2 22.0 22.0 20.8
[€h) 811,402 N/A 810,288 N/A
) 8.4 N/A 8.2 N/A
[6h) 2017 12 31 2016 12 31
GAAP (
)
@ 4.0
FRB
2017 12 31 GAAP
RWA
2017 12 31
6.5
8.0
10.0
5.0
FRB
FRB
2017 12 31

FRB
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( ) 2017 2016
12 31 12 31
14,354 17,494
57,577 53,679
AOCI (3,060) (2,643)
(6,599) (6,526)
( ) (1,956) (1,631)
@ 818 25
61,134 60,398
8,520 7,520
494 613
0) 146 (246)
9,160 7,887
(356) (188)
69,938 68,007
9,839 10,303
83 62
423 464
() ®
10,337 10,820
80,275 78,917
9,839 10,303
83 62
194 189
(®) ®
10,108 10,545

80,046 78,642
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( 2017
2016 12 31 60,398
341
@3
(325)
(€Y 793
2017 12 31 61,134
2016 12 31 7,887
1,000
(119)
() 392
2017 12 31 9,160
2016 12 31 (188)
(168)
2017 12 31 (356)
2017 12 31 69,938
2016 12 31 10,820
(41)
3) (442)
2017 12 31 10,337
2017 12 31 80,275
2016 12 31 10,545
5
(©) (442)
2017 12 31 10,108
2017 12 31 80,046
€Y
DVA AOCI
@
DVA
©)
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RWA
( ) 2017 (D)
RWA
2016 12 31 278,874 169,231
8,387 181
7,455 2,663
1,609 1,485
(3,491) (1,936)
2,716 (7,702)
(689) 997)
(1,007) (1,085)
(@) 429 802
RWA 15,409 (6,589)
2017 12 31 294,283 162,642
RWA
2016 12 31 61,317 60,872
VaR 40 40
VaR 4,970 4,970
3,878 3,878
(2,610) (2,590)
3,568 3,568
4,132 4,169
RWA 13,978 14,035
2017 12 31 75,295 74,907
RWA
2016 12 31 N/A 128,038
RWA N/A (15,375)
2017 12 31 N/A 112,663
RWA 369,578 350,212
VaR — VaR
() RWA
@
2017 RWA 15,409
2017 RWA
6,589
2017 RWA 13,978 14,035
VaR
2017 RWA 15,375
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( ) 2017 12 31 2016 12 31
@ @
) 851,510 851,510 820,536 820,536
B)®) 231,173 230,660 242,113 240,999
1,082,683 1,082,170 1,062,649 1,061,535
SLR 6.5 6.4 6.4 6.2
@ 2018
(2) 2017 12 31 2016 12 31 GAAP
(3) 2017 12 31 2016 12 31
* Q) ( (
)
(
) ) (i) (iii)
@v) (
)
SLR 2018 (
)
SLR (
)
SLR
( )
2017 12 31 2016 12 31
MSBNA 9.1 7.7
MSPBNA 9.3 10.2
2017 12 31
GAAP
SLR
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G-SIB
G-SIB
G-SIB
)
G-SIB
2019
50 2018 75
)
2016 12 15  FRB
TLAC ( LD )
LTD
FRB TLAC LTD
SPOE
(
)
RWA
) 7.5
RWA
G-SIB
4.5
TLAC
G-SIB
)

TLAC

2017

G-SIB

LTD

18

TLAC
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FRB

LTD 2016 12 31
LTD
FRB
FRB
)
FRB
2017 FRB
FRB
2017
FRB 2017 22
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TLAC
FRB ( CCAR )
FRB
FRB
(
FRB
(
)
FRB
FRB
(
)
FRB CCAR
CCAR
2017 ( )

FRB

2017 28 FRB CCAR
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35

FRB

2018

MSBNA
23
2018

2016

2017

2017
)
19
2017 23
2017 10 20
2018
FRB
CCAR
FRB
FRB
MSPBNA 2017
2018 15 2018

2018 30 50
0.20
2017 10
IR
2018
2018
FRB 2018
2018 10
2018 10 2018 11
2017
IR
2018 2018
15
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(€D)
2017 2016 2015
40.2 43.2 34.6
17.2 15.3 11.2
2.4 2.8 2.2
10.0 7.6 18.9
69.8 68.9 66.9
(€D GAAP GAAP
FRB FDIC
2017 SPOE 2017
30 2017 2017
2017
( )
(
) )
2017 12 2017 FRB FDIC
2017
FRB FDIC
2019
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15
( SPE ) ( )
SPE
13
12
( 2017 12 31
2019 2021 2023
2018 -2020 -2022
@ 23,870 45,963 36,649 84,581 191,063
@ 4,992 3,142 153 398 8,685
0) 4,903 7,930 5,680 17,031 35,544
®) 12,300 2,481 108 129 15,018
) 664 1,183 938 2,639 5,424
598 607 217 197 1,619
(5) 47,327 61,306 43,745 104,975 257,353
@ 11
©) 2017 12 31

®
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*
12

®

2017 12 31

122/476



EDINETOOOO

OOOo0oooonOn(eossr1)
OoOoOoOoOodno
2017 10-K
2017 12 31
C YO
( )
1,335,500
1585
(
)
626,100
2000
( )
564,900
522 ( )
2038 546,500
20 ( )
( ) 2019 499,900
2028 245,600
( )
o
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@
(2017 12 31 )
( 0.00 ) 3,500,000, 000 2,038,893,979 1,461,106,021
( 0.00 ) 30,000,000 844,382 29,155,618
(2017 12 31 )

0.01 2,038,893,979 —
0.01 ( ) 44,000 ( ) —
0.01 ( ) 519,882 [€))
0.01 ( ) 34,500 ( ) —
0.01 ( ) 34,000 ( ) —
0.01 ( ) 20,000 ( ) —
0.01 ( ) 52,000 ( ) —
0.01 ( ) 40,000 ( ) —
0.01 ( ) 60,000 ( ) —
0.01 ( ) 40,000 ( ) —

— 2,039,738,361 — —

« )
(1)  MUFG 1,160,791 ( 911 ) 640,909
(503 ) ( 705 )
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1) (&)
44,000,000 ( 0.01
1,000
(3) 2006 ) 25,000 2011 15 255.56
(3)(4) 2008 10 13 10 1,100 2011 10 15 25.00
34,500,000 ( 0.01
(G) 2013 30 1,000 ) 25,000 2023 10 15 44531
34,000,000 ( 0.01
(5) 2013 12 10 1,000 ) 25,000 2024 15 429.69
20,000,000 ( 0.01
6.625
() 2014 29 1,000 ) 25,000 2019 15 414.06
1,300,000 ( 0.01
(5)(6) 2014 29 25 ) 25,000 2019 15 681.25
40,000,000 ( 0.01
(G) 2014 18 1,000 ) 25,000 2024 10 15 398.44
1,500,000 ( 0.01
(G)(7) 2015 19 25 ) 25,000 2020 15 693.75
40,000,000 ( 0.01
1,000
(5)(8) 2017 ) 25,000 2027 15 365.63
@
25.00
1,000
@ ( )
(€))
) 1,000
10
®) O] 1)) (
) 90 ( )
(6) 2019 15
(@) 2020 15
( ) (
)
(8) 2017 994 ( )
@
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©)
2013 2017

( ) ) {( ( ) ( )

2012 12 31 1,508 563,882 20 | 2,038,893,979 23,426
( 164,990 ) ( 2,188 ( 2,563,039 )

2013 1,160
1,712 68,500 (16)

2013 12 31 3,220 632,382 20 | 2,038,893,979 24,570
( 352,300 ) ( 2,188 ( 2,688,204 )
2014 (294)
2,800 112,000 (18)
(©)

2014 12 31 6,020 744,382 20 2,038,893,979 24,249
( 658,648 ) ( 2,188 ( 2,653,083 )
2015 (79)
1,500 60,000 (@)
(10)

2015 12 31 7,520 804,382 20 | 2,038,893,979 24,153
( 822,763 ) ( 2,188 ( 2,642,580 )
2016 (892)
10

2016 12 31 7,520 804,382 20 | 2,038,893,979 23,271
( 822,763 ) ( 2,188 ( 2,546,080 )

2017 45
306
1,000 40,000 ®)
(GY)

2017 12 31 8,520 844,382 20 | 2,038,893,979 23,545
( 932,173 ) ( 2,188 ( 2,576,058 )

2017
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6.3
C - O]
( 5.9
O
( 5.3
)(6)
49.5
100.00
[€H) 2018 26 ) 6) SEC
(2) MUFG 2018 13D/A 13D MUFG
(2018 26 MUFG
2,955,533  (MUFG
) )
©)
2018 14 2017 12 31 136
136 O 151,533,054
150,927,680 (i)
88,920,465
@ . 2018 14 2017 12 31 136
136 111,460,452 41,644,743
136 136
) 2018 24 2017 12 31 136G
136 94,323,786 105,511,278
6) 2018 2017 12 31 136 136
1,936,488 91,538,244
295,505 2,176,636
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@
( ) ( )
MUFG(3) 434,972,685 24.5
) 151,533,054 8.5
) 111,527,752 6.3
(6) 105,511,277 5.9
) 93,714,880 5.3
o
©) 2018 26 3) ©) SEC
(3) MUFG 2018 13D/A 13D MUFG
(2018 26 MUFG
2,955,533  (MUFG
) )
)
2018 14 2017 12 31 136
136 (i) 151,533,054
150,927,680 (i)
88,920,465
®G) . 2018 14 2017 12 31 136
136 111,460,452 41,644,743
136 136
(6) 2018 24 2017 12 31
136 94,323,786 105,511,278
©) 2018 2017 12 31 136 136
1,936,488 91,538,244
295,505 2,176,636
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( 3,485 ) ( 4,288 ) ( 4,49 ) ( 4,818 ) ( 5,935 )
19.32 28.31 30.15 21.16 40.06
( 2,114 ) ( 3,097 ) ( 3,299 ) ( 2,315 ) ( 4,383 )
@
2017 12 31
2017 2017 2017 2017 10 2017 11 2017 12
48.04 48.90 48.49 51.52 52.58 54.25
( 5256 ) | ( 5,350 ) | ¢ 5,35 ) | ( 5,637 ) | ( 5.753 ) ( 5,935 )
44.32 44.34 43.84 47.70 47.42 50.72
( 4849 ) | ( 4,851 ) | ( 4797 ) | ( 5,219 ) | ( 5.188 ) ( 5,549 )
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( ) 2018
2018
60
(€D) (@) 3)
640,352 694,405 — 1,334,757
542,001 229,781 — 771,782
5,440 124,613 — 130,053
100,705 115,786 — 216,491
1,429 144,527 — 145,956
— 1,461 — 1,461
1,567 12,708 — 14,275
4,535 52,311 — 56,846
17,831 40,601 — 58,432
(O) — — — —
9,980 18,117 — 28,097
2,220 8,335 — 10,555
8,000 148,953 — 156,953
19,216 62,399 — 81,615
(O) — — — —
— 29,261 — 29,261
15,932 22,697 — 38,629
2018
19 ) 1,571,557 1,858,198 — 3,429,755
€Y}
52,400
) ( ) ( )
( )
(©)] 2018
(O MUFG
MUFG
O)
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@ @ [©I0)
* 128,333 250,000 — — — 378,333
88,333 250,000 — — — 338,333
118,333 250,000 — — — 368,333
115,000 250,000 — — — 365,000
* 21,250 — — — — 21,250
98,333 250,000 — — — 348,333
88,333 250,000 — — — 338,333
* 33,333 — — — — 33,333
95,000 250,000 — — — 345,000
101,667 250,000 — — — 351,667
112,500 250,000 — — — 362,500
98,333 250,000 — — — 348,333
* 2017 21 2017
2017 22 2018
(1) 2017
(2) 2017
2017 (2017 22 ) 2018 (2018 24 )
( 2017 )
2016 (2017 2017 22 )
2017 (2017 23 2017 12 31 )
2017 75,000
2017
60
( )
50,000
30,000
20,000
10,000
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( DECAP )

DECAP
2016
2017 22 2017
2017 11 22 2017 22 41.7278
2017 11 22 49.2526

3) 2017 2017 22
41.7278
18
DECAP ( 60
50 (
250,000
250,000

DECAP 750,000

O) 2017 12 31 DECAP

( )

160,335
12,651
52,081
40,418
18,036

8,298
38,800

148,286
62,122
29,134
22,594
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2017
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( )
(€)) (]O) (©)]1C)] (©) (6)
2017 1,500,000 11,568,250 11,383,777 — 12,777 44,918 24,509,722
2016 1,500,000 9,698,750 9,958,913 — 8,971 39,201 21,205,835
( ) 2015 1,500,000 9,023,750 11,250,320 — 149,572 192,410 22,116,052
2017 1,200,000 13,328,750 6,943,628 — — 330,128 21,802,506
C ) 2016 1,666,041 10,949,126 6,155,595 — 191,059 416,667 19,378,488
2015 6,305,228 2,498,372 8,621,073 — 353,568 272,750 18,050,991
2017 1,000,000 6,548,750 3,173,519 — 45,583 44,335 10,812,187
( 2016 1,000,000 5,348,750 2,885,171 — 24,092 10,600 9,268,613
) 2015 802,740 5,167,106 3,472,275 — 13,864 10,600 9,466,585
2017 1,000,000 5,948,750 3,072,864 — 12,786 43,048 10,077,448
(
)
2017 1,000,000 7,148,750 3,576,139 — 59,608 13,698 11,798,195
* 2016 1,000,000 5,948,750 3,497,606 — 34,093 13,284 10,493,733
( )
* 2015 2016 2015
€Y
(2) 2017 2018 2017
( MSCIP ) 2018 2017
C )
2017 2017 MSCIP
5,597,500 5,970,750 11,568,250
4,857,500 8,471,250 13,328,750
2,597,500 3,951,250 6,548,750
2,397,500 3,551,250 5,948,750
2,797,500 4,351,250 7,148,750
2017 MSCIP 2020 27 MSCIP
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9,450,000 6,732,390 2,550,000 2,475,000
2,850,000
( : ) 2017
2016 2017
5,001,250 6,382,527 11,383,777
2,396,574 4,547,054 6,943,628
1,451,250 1,722,269 3,173,519
1,401,250 1,671,614 3,072,864
1,651,250 1,924,889 3,576,139
18
) 2017 ( 2017 ) 2017
2017
2016 12 31
2017 12 31
2016 12 31 2017 12 31
( SEREP )
23,544 2017 12 31 RP-2014
2006 MP-2017 RP-2014
( ERP ) 3.66 SEREP
3.53 2016 12 31 RP-2014 2006
MP-2016 RP-2014
ERP 4.30 SEREP 4.02
1/0
(6) 2017 ©) (b)
(
)
©) 2017  401(k) 10,800
2017 401(K) 2,898
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2017 18 2017 0 147,752 221,628 — — — 6,382,527
2017 18 2017 — — — 117,292 — — 5,001,250
2017 18 2017 0 105,261 157,892 — — — 4,547,054
2017 18 2017 — — — 56,206 — — 2,396,574
2017 18 2017 0 39,869 59,804 — — — 1,722,269
2017 18 2017 — — — 34,035 — — 1,451,250
2017 18 2017 0 38,696 58,045 — — — 1,671,614
2017 18 2017 — — — 32,863 — — 1,401,250
2017 18 2017 0 44,560 66,840 — — — 1,924,889
2017 18 2017 — — — 38,726 — — 1,651,250
@ 2017 2017
2017 2016
2017 2017
2017 2017
2016 2016
2017
(2) 2017 2017 2018 2019
2020 2017
( ROE )
2017
S&P500 ( TSR )
TSR( TSR )
TSR
1.0
ROE* TSR**
11.5 1.50 25 1.50
10 1.00 1.00
0.50 50 0.50
0.00 50 0.00
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. — — — — — 570,026 29,909,277
— — — — — — 353,734 18,560,432
— — — — — — 157,442 8,261,000
— — — — 205,741(3) 10,795,257 148,569 7,795,437
— — — — — — 183,558 9,631,326
(1) 2017 12 29 52.47
@
1.5
SEC
2016 20 ( 2016
) 2017
2016 2017
2017 12 31 (2018
) 2017 12 31
2016 2017
117.21 105.89
(2017
2017 ) 2016 2017
(2017
2017 @ ) 2019 2020
®) 152,254 2015 21 ( 2015
2018 2018
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709,558 11,978,135 117,292 5,001,250(3)
— — 193,147 10,155,708(4)
182,027 2,530,175 56,206 2,396,574(3)
— — 142,631 7,499,600(4)
— — 34,035 1,451,250(3)
— — 41,536(5)  1,771,070(5)
— — 49,139(6)  2,075,808(6)
— — 38,726 1,651,250(3)
o
©) () (6) 2016 2015
2015
2017 12 31 ( )
2016 2017 3)
(3) 2016
42.6390
(4) 2015 102.765
2015 2017 12 29
52.58 2015 2018 27
) 2017 18 2017
18 42.6390
(6) 2014 21 ( 2014 )
2017
2017 2017

42.2430
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4 65 101,731 —
7 61 222,442 —
()

25 61 1,394,998 —

15 65 254,987 —

4 65 74,588 —

19 65 368,563 —
(1) 2010 12 31 ERP 2014 30 SEREP

ERP SEREP
ERP SEREP
@
(3) 2017 12 31 RP-2014 2006 MP-2017
RP-2014 ERP 3.66 SEREP
3.53 1/0
) 2012 31 (
)
1996 10 2017 12 31
172,583 2017
1.2889 1996 10
( )
1996 30

1996 30
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1996 10
2017
)
(€Y ) (©) ()
) — — 42,786 — 2,585,740
5,001,250 — 1,435,615 5,604,645 11,508,111
) 5,001,250 — 9,058,440 3,796,609 42,479,246
G) — — 75,609 2,354,084 1,702,897
6,884,834 — 201,080 2,917,704 9,871,225
) 2,396,574 — 2,815,940 4,241,373 13,120,563
— — (165) — 27,962(6)
— — 543 13,905 27,516
— — 27 64,716 —
3,151,250 — 1,132,475 1,711,503 7,649,283
) 1,451,250 — 2,230,579 2,168,972 10,455,247
— — 12,207 — 344,925
3,051,250 — 703,508 1,924,812 6,735,254
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— — 724 18,541 36,688
— — 8,376 — 241,429
3,551,250 — 56,311 2,385,418 7,104,728
— — 132,336 — 1,014,087
) 1,651,250 — 2,765,725 2,603,303 12,960,720
() 2016 2017
MSCIP 2016
2017 ( ) MSCIP
MSCIP 2017 2016
(2017 2017
2017 2017
) 42.6390
() (i)2017 12 31
( ) (ii)2016 12 31
2017
(i)2017 12 29 ( )
2016 12 31 ( )
(ii)2017 (
) 2017
(
)
©)
2017
(O] 2017 12 31
2017 12 31
2017 12 29
(G) 2017 12 31
LCIP
6) 21,695 2017 1.2889
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2017 12 31
2017 12 31
( )
MSCIP (1) &) ®3)
( — 23,069,911 519,464
) — 14,223,072 825,796
— 6,378,403 919,736
* * 769,374
— 7,449,641 715,205
* 2017 12 31
2017 12 31
(i) MSCIP 14,724,044
( 2017 12 29
52.47 ) (i)
6,195,716
(2017 12 29 ( 52.47
) 0} ) 2018
2018 MSCIP
@ 2017 12 31
MSCIP
MSCIP
(i) (i)
Gii)
75 18
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ESG
ESG
2013
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ESG
2017 187
168 1,000
ESG
2012
C 1P )
2017 e 75
16,000
ESG
ESG
ESG
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2006 36
28 LEED
2017 2022
100
RE100
(
)
(
)
2017
| |
2017 2010
155
518,000 81,000
2017
2009 117 103 93,000
81,000
12.4 2014 2010
177
3.1
11,290 9,000 205 (2017
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( SEC )

SEC

) 131

23

109.41

132

2017 2016
103 )

LLP(Deloitte & Touche

2017 12 31

2018 30

133
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( )

2017 2016 2015
$ 6,003 6,568 $ 4,933 5,397 $ 5,594 6,120
11,116 12,162 10,209 11,170 10,114 11,066
820 897 160 175 541 592
4,061 4,443 4,109 4,496 4,554 4,983
11,797 12,907 10,697 11,704 10,766 11,779
848 928 825 903 493 539
34,645 37,905 30,933 33,844 32,062 35,079
8,997 9,844 7,016 7,676 5,835 6,384
5,697 6,233 3,318 3,630 2,742 3,000
3,300 3,611 3,698 4,046 3,093 3,384
37,945 41,516 34,631 37,890 35,155 38,463
17,166 18,781 15,878 17,372 16,016 17,523
1,329 1,454 1,308 1,431 1,382 1,512
2,093 2,290 1,920 2,101 1,892 2,070
1,791 1,960 1,787 1,955 1,767 1,933
609 666 587 642 681 745
2,169 2,373 2,128 2,328 2,298 2,514
2,385 2,609 2,175 2,380 2,624 2,871
27,542 30,134 25,783 28,209 26,660 29,169
10,403 11,382 8,848 9,681 8,495 9,294
4,168 4,560 2,726 2,983 2,200 2,407
6,235 6,822 6,122 6,698 6,295 6,887
(19) 1) 1 1 (16) (18)
$ 6,216 6,801 $ 6,123 6,699 $ 6,279 6,870
105 115 144 158 152 166
$ 6,111 6,686 $ 5,979 6,542 $ 6,127 6,704
523 572 471 515 456 499
$ 5,588 6,114 $ 5,508 6,026 $ 5,671 6,205
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2017 2016 2015
$ 3.15 345 $ 2.98 326 $ 2.98 326
(0.01) @ — — (0.01) @
$3.14 344 $ 2.98 326 $ 2.97 325
$ 3.08 337 $ 2.92 319 $ 2.91 318
(0.01) @ — — (0.01) @
$ 3.07 336 $ 2.92 319 $ 2.90 317
$ 0.90 98 $ 0.70 77 $ 0.55 60
1,780 1,849 1,909
1,821 1,887 1,953
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2017 2016 2015
$ 6,216 6,801 $ 6,123 6,699 $ 6,279 6,870
$ 251 275 $ (11) 12) $ (304) (333)
41 45 (269) (294) (246) (269)
@17 (128) (100) (109) 138 151
(588) (643) (296) (324) — —
$ (413) 452) $ (676) (740) $ (412) (451)
$ 5,803 6,349 $ 5,447 5,960 $ 5,867 6,419
105 115 144 158 152 166
4 4 1) 1) (&) (&)
$ 5,694 6,230 $ 5,304 5,803 $ 5,719 6,257
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2017 12 31 2016 12 31
$ 24,816 27,151  $ 22,017 24,089
21,348 23,357 21,364 23,374
34,231 37,452 33,979 37,176
(169,735
152,548

) 298,282 326,350 262,154 286,823

55,203 63,170
78,802 86,217 80,002 87,629

302
84,258 92,187 101,955 111,549
124,010 135,679 125,236 137,021
56,187 61,474 46,460 50,832
(224 274
) 92,953 101,700 81,704 89,302
11,173 12,224 12,544 13,724
6,597 7,218 6,577 7,196
2,730 2,421

) 2,448 2,678 2,721 2,977
16,628 18,193 18,146 19,854
$ 851,733 931,881  $ 814,949 891,636
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2017 12 31 2016 12 31
63
$ 159,436 174,439  $ 155,863 170,530
131,295 143,650 128,194 140,257
800 729
56,424 61,733 54,628 59,768
13,592 14,871 15,844 17,335
3,863 5,041
11,271 12,332 11,118 12,164
191,510 209,531 190,513 208,440
17,157 18,771 15,896 17,392
39,142
192,582 210,704 165,716 181,310
773,267 846,031 737,772 807,196
« 12 )
8,520 9,322 7,520 8,228
0.01
3,500,000,000
2,038,893,979

1,788,086,805
1 20 22 20 22
23,545 25,761 23,271 25,461
57,577 62,995 53,679 58,730
2,907 3,181 2,851 3,119
(3,060) (3.348) (2,643) (2,892)

0.01

186,412,378 ) (9,211) (10,078) (5,797) (6,342)
(2,907) (3,181) (2,851) (3,119)
77,391 84,673 76,050 83,206
1,075 1,176 1,127 1,233
78,466 85,850 77,177 84,439
$ 851,733 931,881  $ 814,949 891,636
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C )
2015 12 31
DVA
(€H)
@
« )
C )
2016 12 31
(©))
« D
2017 12 31
@
DVA
2016
@
®) 2017
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00O00000000(E0s871)
Ooooooog
( )
C ) —
$ 6,020 20 $24,249 $ 44,625 $ 2,127 $ (1,248) $ (2,766) $ (2,127) $ 1,204 $ 72,104
— — — 6,127 — — — — — 6,127
— — — — — — — — 152 152
— — —  (1,548) — — — — —  (1,548)
— — (79) — 282 — 1,480 (282) — 1,401
— — — — — —  (,773) — —  (,773)
— — — — — (408) — — ) (412)
1,500 — ) — — — — — — 1,493
— — — — — — — — (191) (191)
— — (10) — — — — — (159) (169)
7,520 20 24,153 49,204 2,409  (1,656) (4,059) (2,409) 1,002 76,184
— — — 312 — (312) — — — —
— — — — — — — — 106 106
— — — 5,979 — — — — — 5,979
— — — — — — — — 144 144
— — —  (1,816) — — — — —  (1,816)
— — (892) — 442 — 2,195 (442) — 1,303
— — — — — —  (3,933) — —  (3,933)
— — — — — (675) — — @ (676)
— — 10 — — — — — (124) (114)
7,520 20 23,271 53,679 2,851  (2,643) (5,797) (2,851) 1,127 77,177
— — 45 (35) — — — — — 10
— — — 6,111 — — — — — 6,111
— — — — — — — — 105 105
— — —  (2,178) — — — — —  (2,178)
— — 306 — 56 — 878 (56) — 1,184
— — — — — —  (4,292) — —  (4,292)
— — — — — 17) — — 4 (413)
1,000 — 6) — — — — — — 994
— — 71) — — — — — (161) (232)
$ 8,520 20 $ 23,545 $ 57,577 $ 2,907 $ (3,060) $ (9,211) $ (2,907) $ 1,075 $ 78,466
DVA
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2014 12 31
C )
2015 12 31
DVA
@
@
« )
C )
2016 12 31
(€))
« )
2017 12 31
€))
DVA
@
®) 2017
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O00000000O(E5871)
OoooooO
( )
C ) —
6,586 22 26,531 48,824 2,327  (1,365) (3,026) (2,327) 1,317 78,889
— — — 6,704 — — — — — 6,704
— — — — — — — — 166 166
— — —  (1,694) — — — — —  (1,694)
— — (86) — 309 — 1,619 (309) — 1,533
— — — — — —  (3,034) — —  (3,034)
— — — — — (446) — — ) (451)
1,641 — ) — — — — — — 1,633
— — — — — — — — (209) (209)
— — 11 — — — — — (174) (185)
8,228 22 26,426 53,834 2,636  (1,812) (4,441) (2,636) 1,096 83,353
— — — 341 — (341) — — — —
— — — — — — — — 116 116
— — — 6,542 — — — — — 6,542
— — — — — — — — 158 158
— — —  (1,987) — — — — —  (1,987)
— — (976) — 484 — 2,402 (484) — 1,426
— — — — — —  (4,303) — —  (4,303)
— — — — — (739) — — @ (740)
— — 11 — — — — — (136) (125)
8,228 22 25,461 58,730 3,119  (2,892) (6,342) (3,119) 1,233 84,439
— — 49 (38) — — — — — 11
— — — 6,686 — — — — — 6,686
— — — — — — — — 115 115
— — —  (2,383) — — — — —  (2,383)
— — 335 — 61 — 961 (61) — 1,295
— — — — — —  (4,69%) — —  (4,69%)
— — — — — (456) — — 4 452)
1,094 — ©) — — — — — — 1,088
— — (78) — — — — — (176) (254)
9,322 22 25,761 62,995 3,181  (3,348) (10,078) (3,181) 1,176 85,850
DVA
AOCI 2016
15
2016
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2017 2016 2015

$ 6,216 6,801 $ 6,123 6,699 $ 6,279 6,870
2,747 3,005 1,579 1,728 1,189 1,301
34 37 79 86 (114) (125)
1,026 1,123 1,136 1,243 1,104 1,208
1,753 1,918 1,736 1,899 1,433 1,568
(35) (38) 112) (123) (84) (92)
01 100 130 142 69 75
29 32 144 158 123 135
63 69 (199) (218) 322 352
(27,588) (30,184) (24,079) (26,345) 30,212 33,055
1,226 1,341 17,180 18,797 (5,708) (6,245)
(2,252) (2,464) (3,514) (3.845) (5,861) (6,413)
(9,315) (10,192) 371) (406) (434) (475)
2,007 2,196 1,913 2,093 4,633 5,069
17,697 19,362 (14,298) (15,643) (4,369) (4,780)
1,796 1,965 17,936 19,624 (33,257) (36,386)
(4,505) (4,929) 5,383 5,890 (4,463) (4,883)
(1,629) (1,782) (1,276) (1,396) (1,373) (1,502)
— — — 998 1,092
(12,125) (13,266) (9,604) (10,508) (15,816) (17,304)
0 0 0
(23,962) (26,217) (50,911) (55,702) (47,291) (51,741)
18,131 19,837 33,716 36,889 37,926 41,495
7,445 8,146 8,367 9,154 5,663 6,196
(251) (275) 200 219 (102) 112)
(12,391) (13,557) (19,508) (21,344) (19,995) (21,877)
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2017 2016 2015
(83) (91) (96) (105) (96) (105)
(1,573) 1,721) 1,333 1,458 (2,370) (2,593)
3,573 3,909 @7y 187) 22,490 24,606
73 80 — — 512 560
994 1,088 — — 1,493 1,633
55,416 60,631 43,626 47,731 34,182 37,399
(35,825) (39,196) (31,596) (34,569) (27,377) (29,953)
(73) (80) (120) (131) (452) (495)
(4,292) (4,696) (3,933) (4,303) (2,773) (3,034)
(2,085) (2,281) (1,746) (1,910) (1,455) (1,592)
136 149 66 72 — —
16,261 17,791 7,363 8,056 24,154 26,427
3,670 4,015 (1,430) (1,565) (1,735) (1,898)
3,035 3,321 (8,192) (8,963) (2,039) (2,231)
77,360 84,640 85,552 93,602 87,591 95,833
$ 80,395 87,960 $ 77,360 84,640 $ 85,552 93,602
$ 24,816 27,151 $ 22,017 24,089 $19,827 21,693
21,348 23,357 21,364 23,374 34,256 37,479
34,231 37,452 33,979 37,176 31,469 34,430
$ 80,395 87,960 $ 77,360 84,640 $ 85,552 93,602
$ 5,377 5,883 $ 2,834 3,101 $ 2,672 2,923
1,390 1,521 831 909 677 741
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( )
2017 12 31
@
$ 22,077 $ 26,888 $ - $ - $ 48,965
@ 20,234 7,825 1 - 28,060
- 3,592 8 - 3,600
MABS - 2,364 423 - 2,787
- 15,105 456 - 15,561
cDo - 445 84 - 529
3 - 4,791 5,945 - 10,736
- 1,287 161 - 1,448
0 149,697 492 166 - 150,355
472 178,704 1,763 - 180,939
- 7,602 420 - 8,022
58 53,724 15 - 53,797
1,101 40,359 3,530 - 44,990
1,126 5,390 4,147 - 10,663
@ (2,088) (216,764) (1,575) (47,171) (267,598)
669 69,015 8,300 (47,171) 30,813
5) 297 523 1,020 - 1,840
- 1,024 - - 1,024
5) 192,974 133,351 16,564 (47,171) 295,718
27,522 27,681 - - 55,203
- 3 - - 3

$ 220,496 $ 161,035 $ 16,564 $ (47,171) $ 350,924
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2017 12 31
)
$ - $ 157 $ 47 $ - $ 204
17,802 24 - - 17,826
(@) 24,857 2,016 - - 26,873
- 7,141 3 - 7,144
4) 52,653 82 22 - 52,757
364 162,239 545 - 163,148
- 8,166 379 - 8,545
23 55,118 127 - 55,268
1,001 44,666 2,322 - 47,989
1,032 5,156 2,701 - 8,889
(¢D) (2,008) (216,764) (1,575) (36,717) (257,144)
332 58,581 4,499 (36,717) 26,695
95,644 67,844 4,524 (36,717) 131,295
- 650 150 - 800
- 3,624 239 - 3,863
- 43,928 2,984 - 46,912

$ 95,644 $ 116,203 $ 7,944 $ (36,717) $ 183,074

221/476



MABS

CDO

®

*

@

®

®

EDINETOOOO

OOOo0oooonOn(eossr1)
OooooOodd
( )
2016 12 31
@
$ 27,579 $ 20,392 $ 74 $ - $ 48,045
14,005 5,497 6 - 19,508
- 2,355 250 - 2,605
- 1,691 217 - 1,908
- 11,051 232 - 11,283
- 602 63 - 665
- 3,580 5,122 - 8,702
- 1,360 180 - 1,540
131,574 352 446 - 132,372
1,131 300,406 1,373 - 302,910
- 11,727 502 - 12,229
231 74,921 13 - 75,165
1,185 35,736 1,708 - 38,629
2,808 6,734 3,977 - 13,519
(4,378) (353,543) (1,944) (51,381) (411,246)
977 75,981 5,629 (51,381) 31,206
237 197 958 - 1,392
- 112 - - 112
174,372 123,170 13,177 (51,381) 259,338
29,120 34,050 - - 63,170
- 302 - - 302
- 3 - - 3
$ 203,492 $ 157,525 $ 13,177  $ (51,381) $ 322,813
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(€))
$ - $ 21 8 2 % - $ 63
11,636 61 - - 11,697
20,658 2,430 - - 23,088
- 6,121 36 - 6,157
10 57,847 54 35 - 57,936
1,244 285,379 953 - 287,576
- 12,550 875 - 13,425
17 75,510 56 - 75,583
1,162 37,828 1,524 - 40,514
2,663 6,845 2,377 - 11,885
@ (4,378) (353,543) (1,944) (39,803) (399,668)
708 64,569 3,841 (39,803) 29,315
- 1 - - 1
90,849 73,236 3,912 (39,803) 128,194
- 580 149 - 729
- 4,607 434 - 5,041
47 37,081 2,014 - 39,142

$ 90,896 $ 115,525 $ 6,551 $ (39,803) $ 173,169

MABS
€))

(2) 2017 12
10

®)

Q)

®) NAV
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$ 8,358 $ 7,217
799 966
1,579 519
$ 10,736 $ 8,702
( )
2017 12 31 2016 12 31
$ 831 $ 610
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2016 2017
12 31 12 31
) @ O] ) )
$ 74 @ s - $(40) $ - 167 $ - -
6 - - ®) - - 1 -
250 3 6 (83) - (168) 8 -
217 47 289 (158) @N 65 423 Q)
232 22 381 (218) - 39 456 0
CDo 63 22 40 61 ©) @ 84 15
5,122 182 3,616 (1,561)  (1,463) 49 5,945 131
180 38 66 @171) - 48 161 12
446 G 173 (632) - 233 166 )
«C H)X®
420 322 29 18) 608 (143) 1,218 341
(373) 43) - @ 455 3 41 @8)
43) (108) - @ 31 9 112) (89)
184 136 988 (524) 396 28 1,208 159
1,600 515 24 ') (343) (293) 1,446 20
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2016 12 31

30 30 90 90

41,549 $ 36,703 $ 24,648 $ 32,661 $ 135,561
9,487 851 2,863 7,341 20,542

51,036 $ 37,554 $ 27,511 $ 40,002 $ 156,103

20,262 — — — 20,262

71,298 $ 37,554 $ 27,511 $ 40,002 $ 176,365
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( )
2017 12 31 2016 12 31
$ 43,346 56,372
2,451 1,363
87,141 42,790
1,130 1,918
7,737 9,086
28,497 23,152
908 880
$ 171,210 135,561
$ 81 —
9,489 4,762
14 73
13,174 15,693
256 14
$ 23,014 20,542
$ 194,224 156,103
22,555 20,262
$ 216,779 176,365
( )
2017 12 31 2016 12 31
$ 31,324 $ 41,358
228 —
$ 31,552 $ 41,358
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2017 12 31

EDINETOOOO

$ 599,244
475,113

2017 12 31

@ 9

) 14

D000000000(ESS7L)
Doooooo
( )
2016 12 31
$ 561,239
430,911
2016 12 31
8
18
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( )
2017 12 31 2016 12 31
$ 32,112 $ 24,359
VIE ELN
11 13
( )
2017 12 31 2016 12 31

$ 34,231 $ 33,979

@ 20,549 23,756

$ 54,780 $ 57,735

o
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( )
2017 12 31
$ 29,754 $ 9,456 $ 39,210
26,808 — 26,808
26,635 35 26,670
9,980 1,682 11,662
93,177 11,173 104,350
(224) — (224)
$ 92,953 $ 11,173 $ 104,126
( )
2016 12 31
$ 25,025 $ 10,710  $ 35,735
24,866 — 24,866
24,385 61 24,446
7,702 1,773 9,475
81,978 12,544 94,522
©74) — 74)
$ 81,704 $ 12,544 $ 94,248
( )
2017 12 31 2016 12 31
$ 13,339 $ 11,895
90,787 82,353
$ 104,126 $ 94,248
( )
2017 12 31 2016 12 31
$ 9,977 $ 9,388
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2017 12 31

29,166 $ 26,802 $ 26,562 $ 9,480 $ 92,010

188 6 — 200 394
393 — 73 300 766
7 — — — 7

29,754  $ 26,808 $ 26,635 $ 9,980 $ 93,177

2016 12 31

23,409 $ 24,853 $ 24,345 $ 7,294 $ 79,901

288 13 — 218 519
1,259 — 40 190 1,489
69 — — — 69

25,025 $ 24,866 $ 24,385 $ 7,702 $ 81,978
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(1) 2017 12 31
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ooooooo
( )
2017 12 31
$ 6 8 — 3 16
118 45 163
146 46 192
$ -  $ - $ —
199 — 199
( )
2016 12 31
$ 104 8 — 8 104
206 35 241
316 38 354
$ -  $ -  $ —
89 — 89
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( )
2017 12 31
EMEA
$ 160 $ 9 3 10 3 179
194 27 3 224
( )
2016 12 31
EMEA
$ 320 $ 9 S 16 3 345
245 28 1 274
( )
2017 12 31 2016 12 31
$ 51 $ 67
28 14
10 —
( )
2016 12 31 $ 195 $ 4 3 20 $ 55 % 274
(75) — — — (75)
1 — — — 1
( ) (74) — — — (74)
D) 5 — 4 13 22
— — — 2 2
2017 12 31 $ 126 $ 4 3 24 % 0 $ 224
$ 19§ 4 3 24 % 0 % 217
7 — — — 7
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OooooOodd
)
2015 12 31 $ 166 $ 5 $ 17 37 225
(16) — @ — an
3 — — — 3
( 13) — €H) — 14
«C ) 110 @ 4 18 131
€Y (68) — — — (68)
2016 12 31 $ 195 $ 4 8 20 55 274
$ 133 $ 4 8 20 55 212
62 — — — 62
)
2014 12 31 $ 118 $ 2 % 8 21 149
— — @ — @
1 — — — 1
( 1 — @ — —
« ) 58 3 10 16 87
(11) — — — (11)
2015 12 31 $ 166 $ 5 $ 17 37 225
$ 156 $ 5 $ 17 37 215
10 — — — 10
@ 2016 492
)
2016 12 31 $ 185 $ 1 3 — 4 190
C ) 8 — — @ 7
1 — — — 1
2017 12 31 $ 194 $ 1 3 — 3 198
$ 192 $ 13 — 3 196
2 — — — 2
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2014 12 31

¢ )
2015 12 31

(

)
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ooooooo
( )
180 $ 13 — 8 4 8 185
13 — — — 13
(8) — — — (3)
185 $ 18 — 3 4 8 190
185 $ 1 38 — 4 % 190
( )
147 8 — 8 — $ 2 $ 149
33 1 — 2 36
180 $ 1 s — $ 4 $ 185
173 % 18 — $ 4 $ 178
7 — — - 7
( )
2017 12 31 2016 12 31
$ 4,185 $ 4,804
) (89)
$ 4,108 $ 4,715
20 112
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OOOo0oooonOn(eossr1)
OooooOodd
(
« )
( )
2017 12 31 2016 12 31
$ 2,623 $ 2,837
( )
2017 (1) 2016 2015
$ (34) $ 79) $ 114
53
UFJ MUMSS
MUFG 60 MUMSS
( )
2017 2016 2015
$ 123 93 % 220
MUFG  MUMSS MUMSS
MUMSS
MUMSS
MUMSS 40
2017 MUMSS  MUFG
MUMSS 71
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2017

2015 12 31

2016 12 31

2017 12 31
@

@
©) 2017

2016

€

)

@

2016 12 31

2017 12 31

EDINETOOOO

OOOo0oooonOn(eossr1)
ooooOoog
2016
( )
$ 282 % 5,533 769 $ 6,584
Q) — — Q)
$ 215 $ 5,533 769 $ 6,577
20 — — 20
$ 295 S 5,533 769 $ 6,597
673 — 27 700
2015 12 31
( )
$ 346 $ 2,361 1 s 2,718
— 3 — 3
$ 346 $ 2,364 113 2,721
$ 349 $ 2,092 4 8 2,445
— 3 — 3
$ 349§ 2,095 4 % 2,448
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2016 12 31

2017 12 31

OOOo0oooonOn(eossr1)
Ogoooood
( )
2017 12 31 2016 12 31
$ 1 $ — $ 1 $ —
283 50 283 40
4,059 2,193 4,059 1,939
503 299 467 275
329 188 329 167
$ 5,175  $ 2,730 $ 5,139  $ 2,421
301
( )

$ 327 % 2,632 $ 20 % 2,979
43 — — 43

(11) — — (11)

11) @71) ) (291)

@ — — @
$ 346 $ 2,361 $ 1 % 2,718
51 — — 51

(15) — — (15)

(33) (269) @ (309)
$ 349§ 2,02 $ 4 3 2,445
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FDIC
FDIC

2018
2019
2020
2021
2022

O0O000oo0gOooOoo(eoessr1)
oOoOooodn
( )
2017 12 31 2016 12 31
$ 144,487 $ 154,559
14,949 1,304
$ 159,436 $ 155,863
$ 127,017 $ 127,992
38 $ 46
( )
2017 12 31
$ 12,232
2,481
32
6
69
129
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11
( )
2017 12 2016 12
12 $ — $ — $ — $ 1,519 $ 1,519 $ 941
2017 $ — $ — $ — $ — $ — $ 26,127
2018 13,154 5,625 14 5,077 23,870 19,292
2019 12,947 8,902 55 2,645 24,549 22,397
2020 11,175 7,668 14 2,557 21,414 16,736
2021 13,733 4,146 18 1,166 19,063 17,179
2022 6,536 8,717 17 2,316 17,586 5,338
56,866 17,765 201 9,749 84,581 57,706
$114,411 $ 52,823 $ 319 $ 23,510 $191,063 $164,775
$114,411 $ 52,823 $ 319 $ 25,029 $192,582 $165,716
3.8 1.8 6.3 N/M 3.3 3.7
@
@ LIBOR
@
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(D)
( )
2017 12 31
2018 $ 73
2019 150
2020 154
2021 9
2022 (96)
(595)
$ (305)
( )
2017 12 31 2016 12 31
$ 180,835  $ 154,472
10,228 10,303
$ 191,063  $ 164,775
) 5.9
2017 12 31 3,023 2016 12 31 3,156
2017 12 31 1,414 2016 12 31 1,117
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VIE
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O0O000oo0gOooOoo(eoessr1)
oOoOooodn
2017 2016 2015
12 31 12 31 12 31
3.3 3.7 4.0
2.5 2.5 2.1
VIE
( )
2017 12 31 2016 12 31
$ 8,685 $ 9,404
2,034 1,429
552 285
$ 11,271 $ 11,118
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O0O000oo0gOooOoo(eoessr1)
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( )
2017 12 31 2016 12 31
)
12 $ 590 $ 1,444 % 2,034 $ 1,429
2017 $ — % — 3 —  $ 3,377
2018 165 4,827 4,992 2,738
2019 36 2,601 2,637 2,813
2020 354 151 505 270
2021 2 — 2 —
2022 2 149 151 —
227 171 398 206
$ 786 $ 7,899 $ 8,685 §$ 9,404
@) 3.1 1.5 1.7 1.0
@ LIBOR
)
( )
2017 12 31 2016 12 31

2017 $ — $ 112
2018 22 17
2019 4 53
2020 109 55
2021 69 28
2022 59 4
289 16
$ 552 $ 285
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12

2017 12 31

$ 16,495  $ 30,234 % 43,975  $ 4,061 $ 94,765

6,319 — 8 3 6,330
1 52 52 253 358

108 508 — — 616
67,883 — — 579 68,462
336 — — — 336
506 126 44 245 921

63 131 1 70 265

$ 91,711 % 31,051 % 44,080 $ 5,211  $ 172,053

$ 6,414
$ 54,236
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ooooOoog
( )
2017 12 31
2018 $ 664
2019 624
2020 559
2021 494
2022 444
2,639
$ 5,424
$ 12
( )
2017 2016 2015
$ 704 $ 689 $ 705
2017 12 31

( )

$ 88,226 $ 81,673 $ 94,110 $ 25,876 $ 289,885

2 — — 134 136

1,505,001 1,085,197 343,121 549,989 3,483,308

@ 830 1,152 1,215 5,036 8,233

38 58 68 — 164

3,333 — — — 3,333

— 1 1 23,244 23,246

— — — 60,157 60,157

32 52 324 25 433
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( )
«C )
@ $ (1,960) $ —
16 —
@ 37,123 —
(€ (199) 6,743
) 5,547
8 —
91 —
60 —
€Y
)
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2004 2017
CMBS
( )
2017 12 31
$ 25,508  $ 34,649
@ 91 —

€Y
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2010 15 CDIB

STACK 2006-1 CDO

CDIB STACK 2006-1 CDO
CDO
CDIB 12
2011
2013

2014 10 2017 10
2017 12 25

215
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275
CDIB
228 CDIB
28
240
634
2014 10
2017 20
88

215 ( )
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OOOo0oooonOn(eossr1)
OooooOodd
2013
2007-2AX  MSM 2007-2AX
( 650 )
2013 22 2014 11 24
240 (
)
2013 12 30
2007-12
( 516 )
2014 28 2016 14
2017 11
2017 26

152

292/476



EDINETOOOO

OOOo0oooonOn(eossr1)
OooooOodd
2014 28
2007-1
( SDNY
)
( 735 )
2015
2018 10
2015 2018 24
2018
292 (
)
2014 19 FGIC
NIMS2007-1
ABS
NIMS
FGIC 475
NIMS
2014 11 24 2017 19
2017 24 2017 11 22
126

FGIC
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2017 11 22

2015 12 11

EDINETOOOO

0000000000(E05871)
ooooood
ABS 2007-NC4
ABS
FGIC
2017 24
FGIC
2007-NC4
2016 19

277 (



EDINETOOOO

O0O000oo0gOooOoo(eoessr1)
oOoOooodn
15/3637 15/4353
2007 2013 124 149
2017 19
124 149
13
SPE VIE
VIE
VIE
VIE
VIE
CLN
VIE VIE VIE
VIE VIE
VIE
CDO
CDO
VIE

VIE
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OooooOodd
CDO CDO
B CcDO
CMBS CcDO
CLN
VIE
CLN
VIE
( )
2017 12 31 2016 12 31
VIE VIE VIE VIE
$ $ $ 501 $

378 3 602 10

@ 249 210 397 283

0} 1,174 250 910 25

$ 1,801 $ 463 $ 2,410 $ 318
@

VIE VIE

@
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VIE
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VIE
VIE

VIE
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O0O000oo0gOooOoo(eoessr1)
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( )
2017 12 31 2016 12 31
$ 69 $ 74
222 255
833 1,295
19 13
18 18
155 177
485 578
$ 1,801 $ 2,410
$ 438 $ 289
25 29
$ 463 $ 318
VIE
VIE
VIE
VIE
( )
2017 12 31 2016 12 31
$ 189 $ 228
— 78
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OOOo0oooonOn(eossr1)
Ogoooood
VIE
( )
2017 12 31
VIE $ 89,288 $ 9,807 $ 5,306 $ 3,322 $ 31,934
$ 10,657 $ 1,384 $ 80 $ 1,628 $ 4,730
— — 3,333 — 1,686
1,214 668 — 164 433
$ 11,871  $ 2,052 $ 3,413 $ 1,792 $ 6,849
$ 10,657 $ 1,384 $ 43 $ 1,202 $ 4,730
— — 5 — 184
$ 10,657 $ 1,384 $ 48 $ 1,202 $ 4,914
( )
2016 12 31
VIE $ 101,916  $ 11,341 $ 4,857 $ 4,293 $ 39,077
$ 11,243  $ 1,245 $ 50 $ 1,570 $ 4,877
— — 2,812 — 45
684 99 — 187 228
$ 11,927 $ 1,344 $ 2,862 $ 1,757 $ 5,150
$ 11,243  $ 1,245 $ 49 $ 1,183 $ 4,877
— — 5 — 18
$ 11,243 $ 1,245 $ 54 $ 1,183 $ 4,8%
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O0O000oo0gOooOoo(eoessr1)
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VIE
( )
2017 12 31 2016 12 31
$ 15,636 $ 1,272 $ 4,775 $ 458
46,464 2,331 54,021 2,656
16,223 3,439 14,796 2,758
10,965 3,615 28,324 5,371
$ 89,288 $ 10,657 $ 101,916 $ 11,243
VIE
VIE VIE
VIE VIE
VIE
SPE VIE
VIE
( )
2017 12 31 2016 12 31
VIE $ 11,318 $ 11,685
2017 12 31 2016 12 31
CDO CLO
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SPE

SPE SPE

SPE
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SPE
SPE
SPE
SPE
VIE

VIE
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SPE
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SPE

SPE
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(
CDo
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SPE
SPE @
@
2017 12 31 2016 12 31

SPE
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EDINETOOOO

00000000 00(E0587)
oooooog
( )
2017 12 31
()]
SPE @) $ 15,555 $ 62,744 $ 11,612 $ 17,060
$ — $ 293 $ 407 $ 4
1 98 — 478
$ 1 $ 391 $ 407 $ 482
$ — $ 94 $ 439 $ —
16 66 — 4
$ 16 $ 160 $ 439 $ 4
$ 1 $ — $ — $ 226
— — — 85
( )
2016 12 31
(@]
SPE ) $ 19,381 $ 43,104 $ 11,902 $ 11,613
$ — $ 22 $ 375 $ —
4 79 — 826
$ 4 $ 101 $ 375 $ 826
$ — $ 30 $ 26 $ —
23 75 — —
$ 23 $ 105 $ 26 $ —
$ — $ 261 $ — $ 89
_ — — 459

@ CLO
@
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( )
2017 12 31
407 $ 4 $ 411
22 555 577
429 $ 559 $ 988
531 $ 2 $ 533
57 29 86
588 $ 31 $ 619
78 $ 149 $ 227
81 4 85

( )
2016 12 31
385 $ 12 $ 397
14 895 909
399 $ 907 $ 1,306
56 N — $ 56
84 14 98
140 $ 14 $ 154
348 $ 2 $ 350

98 361 459
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( )
2017 2016 2015

@ $ 23,979 $ 18,975 $ 21,243

2,337 2,701 3,062

CLO SPE ]1O) 191 475 1,110

@ cLo
@
12
( )
2017 12 31 2016 12 31

$ 19,115 $ 11,209

19,138 11,301

176 128

153 36
11

VIE
( )
2017 12 31 2016 12 31
$ 552 $ 552 $ 285 $ 285
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1956
MSBNA
(
Tierl
2019
Tierl
2.5
2017

75
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RWAs
)
RWAs
2017 12 31
Tier
Tier
Tier
RWAs
@

RWAs
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OooooOodd
() RWAS
)
2016 12 31
( )
2017 12 31
(€))
$ 61,134 16.5 7.3
69,938 18.9 8.8
80,275 21.7 10.8
_ 8.3 4.0
$ 369,578 N/A N/A
842,270 N/A N/A




Tier
Tier
Tier
RWAs
@
o
@
GAAP
2016 12 31
2017 12 31

Tierl

2016 12 31

EDINETOOOO

0000000000(E05871)
0oooood
)
2016 12 31
@
$ 60,398 16.9 5.9
68,097 19.0 7.4
78,642 22.0 9.4
- 8.4 4.0
$ 358,141 N/A N/A
811,402 N/A N/A
2017 12 31 2016 12 31
2017 12 31
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MSBNA
( )
2017 12 31
(€))
Tier $ 15,196 20.5 6.5
Tier 15,196 20.5 8.0
15,454 20.8 10.0
Tier 15,196 11.8 5.0
( )
2016 12 31
(€))
Tier $ 13,398 16.9 6.5
Tier 13,398 16.9 8.0
14,858 18.7 10.0
Tier 13,398 10.5 5.0
@
MSPBNA
( )
2017 12 31
(€))
Tier $ 6,215 24.4 6.5
Tier 6,215 24.4 8.0
6,258 24.6 10.0
Tier 6,215 9.7 5.0
( )
2016 12 31
(€))
Tier $ 5,589 26.1 6.5
Tier 5,589 26.1 8.0
5,626 26.3 10.0
Tier 5,589 10.6 5.0
@
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MSé&Co.
( )
2017 12 31 2016 12 31
$ 10,142 $ 10,311
8,018 8,034
MS&Co.
SEC CFTC
MS&Co.
MS&Co. SEC 15c3-1 E
MS&Co.
SEC 2017 12 31 2016 12 31
MS&Co.
MSSB LLC
( )
2017 12 31 2016 12 31
$ 2,567 $ 3,946
2,400 3,797
MSSB LLC SEC
MSSB LLC
MSIP
MSMS MSIP

MSMS
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OooooOodd
( )
2017 12 31 2016 12 31
$ 29,894  $ 25,258
( )
2017 2016
1,852 1,920
(92) (133)
28 65
1,788 1,852
RSU
( )
2017 2016
$ 3,750 3,500
2017 2018 30
50
0.25
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OO00O000000O(E5871)
ooooooo
10b5-1
RSU
( )
2017 2016 2015
$ 523 $ 468 $ 452
30
14 Tierl
( )
2017 12 31
2017 2016
( ) « ) 12 31 12 31
A 44,000 $ 25,000 $ 1,100 $ 1,100
cQ) 519,882 1,000 408 408
E 34,500 25,000 862 862
F 34,000 25,000 850 850
G 20,000 25,000 500 500
H 52,000 25,000 1,300 1,300
| 40,000 25,000 1,000 1,000
60,000 25,000 1,500 1,500
K 40,000 25,000 1,000
$ 8,520 $ 7,520
Oc MUFG 911 1,160,791 C 503
640,909 705
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OOOo0oooonOn(eossr1)
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(
C ) ) C D
AQ3) 2006 44,000,000 $ 25,000 2011 $ 255.56
0.01 15
1000
C(3)(4) 2008 10 1,100 2011 25.00
10 13 10 15
E(5) 2013 34,500,000 25,000 2023 445.31
30 0.01 10 15
1000
F(5) 2013 34,000,000 25,000 2024 429.69
12 10 0.01 15
1000
6(5) 2014 20,000,000 25,000 2019 414.06
29 0.01 6.625 15
1000
H(5)(6) 2014 1,300,000 25,000 2019 681.25
29 0.01 15
25
1(5) 2014 40,000,000 25,000 2024 398.44
18 0.01 10 15
1000
JGB)(7) 2015 1,500,000 25,000 2020 693.75
19 0.01 15
25
K(5)(8) 2017 40,000,000 25,000 2027 365.63
0.01 K 15
1000
(DA E F G I K 25.00 H J
1,000
)
©)
@c 1,000
10
®) ) )
90
6) H 2019 15
N J 2020 15
(8) 2017 K 994
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€H)
( )
DVA
2014 12 31 $ (663) $ @) $ G122 3 — $ (1,248)
ocCl (300) (246) 138 — (408)
2015 12 31 (963) (319) (374) — (1,656)
DVA
@ — — — (312) (312)
ocCl (23) (269) (100) (283) (675)
2016 12 31 (986) (588) 47%) (595) (2,643)
ocl 219 41 €i)) (560) 417)
2017 12 31 $ (7)) $  (B47) $  (591) $ (1,155) $ (3,060)
@D
@
DVA AOCI
2016
ocl
( )
2017
C ) C ) C )
ocl $ 64 $ 187 $ 251 $ 2 % 219
ocl $ 64 $ 187 % 251 $ 2 % 219
ocl $ 100 $ 36) $ 64 $ — 3 64
(€H) (35) 12 (23) — (23)
ocl $ 65 $ @) $ 41 % — 3 41
oCl $ (193 $ 75 $  (118) $ — $ (18
@ 2 () 1 — 1
ocl $ (@91 $ 4% @) $ —  $ (@
DVA
ocCl $  (922) $ 325  $  (597) $ 28 $ (569)
[H) 12 ®3) 9 — 9
ocl $ (910) $ 322 $  (588) $ 28 $ (560)
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( )
2016 (2)
C ) C ) C )
ocl $ 4 3 9 3 @15) $ 12 % @n
4 — 4 — 4
ocl $ (20) $ 9 % a1 s 12 % (23)
ocl $  (313) $ 116 $  (97) % — $ @9
@ (113) 41 72) — (72)
ocl $  (426) $ 157 ¢ (269) $ — % (269)
ocl $  (162) $ 64 $ 98) $ — 3 (98)
@ 3) 1 ) — (2)
ocl $  (165) $ 65 $  (100) $ — $  (100)
DVA
ocl $  (429) $ 153 ¢  (276) $ (13) $  (263)
@ (31) 11 (20) — (20)
ocl $  (460) $ 164 $  (296) $ 13) $  (283)
( )
2015
C ) C ) C )
ocl $  (119) $ (185) $ (304) % 4) $  (300)
ocl $  (119) $ (185) $ (304) % 4) $  (300)
ocl $  (305) $ 112 ¢ (193) $ —  $  (19)
@ (84) 31 (53) — (53)
ocl $  (389) $ 143§ (246) $ — $  (246)
ocl $ 202 % @) s 132 $ — 3 132
@ 9 ®) 6 — 6
ocl $ 21 % @3 3 138§ — 3 138
@
DVA
(2) 2016 DVA
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667 1,032
$ @67)  $ (986)
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$ 6,25 $ 6,122 $ 6,295
(19) 1 (16)
6,216 6,123 6,279
105 144 152
6,111 5,979 6,127
(523) 471) (456)
$ 558 $ 5508 $ 5,671
1,780 1,849 1,909
$ 3.15 $ 2.98  $ 2.98
(0.01) - (0.01)
$ 3.14  $ 2.98  $ 2.97
$ 558 $ 5508 $ 5,671
1,780 1,849 1,909
4 38 44
1,821 1,887 1,953
$ 3.8 % 2.2 $ 2.91
(0.01) - (0.01)
$ 3.07  $ 2.2 $ 2.90
- 13 12
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2017 2016 2015

1,334 $ 1,142 $ 876
3,298 2,724 2,163
169 (374) (560)
2,029 2,131 2,262
2,167 1,393 1,094
8,097 $ 7,016 $ 5,835
187 $ 83 $ 78
4,285 3,606 3,497
1,237 977 1,024
12) (1,348) (1,857)
5,607 $ 3,318 $ 2,742
3,300 $ 3,698 $ 3,093
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2017 2016 2015
$ 951 $ 1,054 $ 1,080
2 (©)
75 81 26
$ 1,026 $ 1,137 $ 1,103
$ 85 $ 73 $ 68
( )
2017 2016 2015
$ 225 $ 381 $ 369
( )
2017 12 31 @
$ 357
158
27
$ 542
2018 2018 2017

319/476



EDINETOOOO

OOOo0oooonOn(eossr1)
OooooOodd
( )
2017 12 31
146
15
RSU
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2017
( ) C )
RSU 100 $ 29.35
22 42.98
(31) 30.03
®) 31.96
RSU @ 88 $ 32.46
RSU $ 4,633
2016 RSU $ 25.48
2017 RSU 34.76

Q) 2017 12 31 RSU 1.1
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2017
( ) C )
RSU 65 $ 28.70
22 42.98
(34) 30.46
®) 31.96
RSU @ 50 $ 33.64
@ RSU
RSU
( )
2017 2016 2015
$ 1,333 $ 1,068 $ 1,646
1,470 1,088 1,693
2017 12 31 2017 2016
2015
PSU
PSU 0 150
MS ROE
S&P500 MS TSR

PSU RSU

321/476



EDINETOOOO

DOO0O00O00OO0O0O0O(ES871)
ooOooooo
PSU
( )
2017 2016 2015
MS ROE $ 42.64 $ 25.19 $ 34.58
MS TSR 48.02 24.51 38.07
MS TSR
2017 1.5 27.0 0.0
2016 1.1 25.4 0.0
2015 0.9 29.6 0.0
S&P500
PSU
2017
PSuU 4
1
2
PSU 3
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$ 1,039 $ 950 $ 660
696 228 112
[€h) $ 1,735  $ 1,178 $ 772
@) $ 176 $ 151 $ 144
(€))
@)
( )
2017 12 31 6
2018 $ 375
2019 125
195
$ 695
(€D 2018
2018 2017
2017 (€D)
( )
2018 2019
$ 519  $ 198 % 165 $ 882
616 290 121 1,027
$ 1,135 $ 488  $ 286 $ 1,909
(1) 2018

323/476



EDINETOOOO

OOOo0oooonOn(eossr1)
OoOoOoOoOodno
19
2007
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2017 2016 2015
( ) $ 16 $ 17 $ 19
146 150 152
€)) 122) (120)
— — (€D)
17 12 26
— — 2
C ) $ 62 $ 57 $ 78
( )
2017 2016 2015
( ) $ 1 $ 1 3 1
3 4 3
(16) an (18)
« ) $ a2 $ 12 $ (D))
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(205) $ (149) $ 212
2 1 1
— — @
17 12 28
(186) $ (136) $ 240
( )
2017 2016 2015
— 3 @ s (€©))
— — ©)]
(16) an (18)
@1s6) $ 19) $ (30)
10
2017 2016 2015
4.01 4.27 3.86
3.52 3.61 3.59
3.10 3.19 2.85
2017 2016 2015
4.01 4.13 3.77
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$ 3,711 $ 3,604 $ 8 S 87
16 17 1 1
146 150 3 4
C WO 304 223 — 1
@ €)) — —
® (19) — —
(242) (219) () )
, ( 12 (44) — —
$ 3,96 S 3,711 $ 86 S 88
$ 3,431 $ 3,407 $ — 3 —
217 196 — —
32 38 6 5
(242) (219) ®) ®
® (19) — —
) ( 39 (62) — —
$ 3,468 S 3,431 $ — 3 —
«C ) $ (498) $ (280) $ 86) $ (88)
$ 87  $ 230 $ — 3 —
(585) (510) (86) (88)
$ (498) $ (280) $ 86) $ (88)

@
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12 31 12 31 12 31 12 31
C ) $ 4 % 2 % 1 3 17
« ) (951) (763) — —
« ) $ ©47) % (761) $ 1 $ 17
2018 (G

( )
« ) $ 1 3 1
« ) @7 —
( )

2017 2016

12 31 12 31

$ 3,676 $ 566
3,663 552
3,001 56
( )

2017 2016

12 31 12 31
$ 3,953 $ 3,696
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12 31 12 31 12 31 12 31
3.46 4.01 3.44 4.01
3.38 3.10 N/A N/A
Aa
2017 2016
12 31 12 31
5.81 5.96
8.49 9.32
( ) 4.50 4.50
2038 2038
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NAV
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2017 12 31
(€H) $ 6 $ — 3 — 3 6
2,398 — — 2,398
— 318 — 318
2,398 318 — 2,716
— 14 — 14
— 14 — 14
(@) — 1 — 1
— — 47 47
(€H) 26 — — 26
(©) $ 2,430 $ 333 % 47 % 2,810
(@) $ — 3 2 3 — 3 2
€)) 11 — _ 11
$ 1 3 2 3 —  $ 13
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2016 12 31
(6 $ 55 % — 3 — 3 55
1,493 — — 1,493
— 423 — 423
1,493 423 — 1,916
— 13 — 13
— 13 — 13
— 159 — 159
— 76 — 76
— — 38 38
€) $ 1,548 $ 671 $ 38 $ 2,257
$ — % 225 $ — 225
$ — 3 225 % — 3 225
(€Y
) 2017
(©)] NAV
( )
2017 2016
$ 38 $ 35
]_ —_
8 3
$ 47 $ 38

2017 2016
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$ — $ 999
285 86
126 111
41 9
219 194
$ 671 $ 1,399
2017 12 31
2018 2018 50
( )
2017 12 31
2018 $ 140 $ 7
2019 142 7
2020 148 7
2021 156 7
2022 166 7
2023 -2027 922 31
401(K)
401(K)
401(K) 2017 2016
2015 IRS
100,000
401(K)

401(K)
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$ 106 $ 101 $ 111
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2017 2016 2015

$ 476 $ 330 $ 239
125 221 144

401 196 247

56 28 19

48 14 24

308 359 333

$ 1,414 $ 1,148 $ 1,006
$ 2,656 $ 1,336 $ 1,031
84 74 43

18 56 (56)

an 127 58

@ 31 50

15 (46) 68

$ 2,754 $ 1,578 $ 1,194
$ 4,168 $ 2,726 $ 2,200
$ @ $ 1 % )
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35.0 35.0 35.0
1.4 2.2 1.4
(1.6) 2.5) (1.5)
(0.1) 0.1) 0.2)
(5.0) G.1) @.7
— — 0.2
J— 0.1 J—
11.5 — —
(1.5) — —
0.4 (0.8) (0.3)
40.1 30.8 25.9
968
12
21
GILTI
68
IRS
564

336/476



EDINETOOOO

OOOo0oooonOn(eossr1)
Ogoooood
( )
2017 2016
12 31 12 31
$ 391§ 731
2,146 3,504
377 656
645 1,062
— 21
3,559 5,974
144 164
$ 3,415  $ 5,810
$ 20 S 270
627 773
194 —
841 $ 1,043
2,574 $ 4,767

2017 12 31 2016 12 31
114 465
2037
2017 12 31

50

2017 12 31
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1,851 $ 1,804 $ 2,228
63 172 230
170 14 114
(312) (134) (753)
(155) — )
23) ®) ®
1,594 % 1,851 $ 1,804
(€H) 873 $ 1,110 $ 1,144
@
( )
( )
2017 2016 2015
@ s 28 $ 18
147 150 122
IRS
IRS 2009 2012 2007
2014 2017
2006 2008
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2017 2010
15/3637 15/4353
12
12
12
1999
2007
2011
2010
2015
( )
2017 2016 2015
$ 5,686 $ 5,694 § 5,360
(@D 4,717 3,154 3,135
$ 10,403  $ 8,848 § 8,495
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)
2017
(]3]
$ 19,622  $ 12,731 $ 2,586 $ (294)  $ 34,645
5,377 4,591 4 (975) 8,997
6,186 486 4 (979) 5,697
(809) 4,105 — 4 3,300
$ 18,813  $ 16,836 $ 2,586 $ (290)  $ 37,945
$ 5,644 $ 4,299 $ 456 $4  $10,403
) 1,993 1,974 201 — 4,168
3,651 2,325 255 4 6,235
19) — — — (19)
3,632 2,325 255 4 6,216
96 — 9 — 105
$ 3,536 $ 2,325 $ 246 $ 4 $ 6,111

340/476



EDINETOOOO

OOOo0oooonOn(eossr1)

OooooOodd
( )

2016
(O] () [€3]63)

$ 17,2904  $11,821  $ 2,108 $ (290) $ 30,933
4,005 3,888 5 (882) 7,016
3,840 359 1 (882) 3,318
165 3,529 4 — 3,698
$ 17,459  $15,350  $ 2,112 $ (290) $ 34,631
$ 5,123 $ 3,437 $ 287 $ 1 $ 8,848
) 1,318 1,333 75 — 2,726
3,805 2,104 212 1 6,122
@ — 2 — 1
3,804 2,104 214 1 6,123
155 — (11) — 144
$ 3,649 $ 2,104 $ 225 $ 1 $ 5,979
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2015
() (©)) 1)
$ 17,800  $12,144 $ 2,331 $ (213) $ 32,062
3,190 3,105 2 (462) 5,835
3,037 149 18 (462) 2,742
153 2,956 (16) — 3,003

$ 17,953 $ 15,100 $ 2,315 $  (213) $ 35,155

$ 4,671 $ 3,332 $ 492 $ — $ 8,495

©) 825 1,247 128 — 2,200

3,846 2,085 364 — 6,295

an — 1 — (16)

3,829 2,085 365 — 6,279

133 — 19 — 152

$ 3,606 $ 2,086 $ 346 $ — $ 6,127
@
@
(©)

@ 2016 7 1

1940 2a-7
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12
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2017 12 31 2016 12 31
$ 442 $ 397
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( )
2017
€)) $ 705 $ 402 $ 94 $ 1,201
(168) — — (168)
(66) 9 ®) (65)
$ 471 $ 411 $ 86 $ 968
(93) (54) ®) (155)
$ 378 $ 357 $ 78 $ 813
2016 (2) (68)
2015 (2) (564)
o 20
(2) 2016 2015
( )
2017 12 31 2016 12 31
$ 664,974 $ 629,149
182,009 181,135
4,750 4,665
[€h) $ 851,733 $ 814,949
(€))

EMEA
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$ 27,817 $ 25,487 $ 25,080
EMEA 5,714 4,994 5,353
4,414 4,150 4,722
$ 37,945 $ 34,631 $ 35,155
( )
2017 12 31 2016 12 31
$ 570,489 $ 581,750
EMEA 191,398 158,819
89,846 74,380
$ 851,733 $ 814,949
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2017 2016 2015

$ 2,567 $ 2,448 $ 4,942
(260) 96 574
64 38 53
2,371 2,582 5,569
3,783 3,008 3,055
4,079 4,036 4,073
(296) (1,028) (1,018)
2,075 1,554 4,551
240 126 (195)
1,835 1,428 4,746
(206) (383) (83)
2,041 1,811 4,829
4,070 4,168 1,298
6,111 5,979 6,127
219 (23) (300)
4 (269) (246)
117) (100) 138
DVA (560) (283) —
$ 5,694 $ 5,304 $ 5,719
$ 6,111 $ 5,979 $ 6,127
523 471 456
$ 5,588 $ 5,508 $ 5,671
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2016
12 31

$ 11
8,120

1

5,752
19,268
38,592

30,145
112,557

35,971
31,856
2,704

$ 116
3,600

3

139

57,906

28,186
95,684

34,329
31,246
4,613

$ 284,977

$ 255,822

$ 148
8,753
28,781
2,421
167,483

$ 49
26,957
2,040
150,726

207,586

179,772

8,520

20

23,545
57,577
2,907
(3,060)
(9,211)
(2,907)

7,520

20

23,271
53,679
2,851
(2,643)
(5,797)
(2,851)

77,391

76,050

$ 284,977

$ 255,822
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$ 6,111 $ 5,979 $ 6,127
(4,070) (4,168) (1,298)
1,087 1,367 1,084
619 (151) (2,984)
3,747 3,027 2,929
(5.263) - -
3,620 - -
1,038 - -
19,314 (10,846) (5,459)
8,753 - -
(33,825) (2,502) 1,364
(6.363) (13,348) (4,095)
994 - 1,493
36,833 32,795 28,575
(24,668) (24,793) (23,458)
(4,292) (3,933) (,773)
(2,085) (1,746) (1,455)
26 66 -

6,808 2,389 2,382
221 (250) (65)
4,413 (8,182) 1,151
3,719 11,901 10,750

$ 8,132 $ 3,719 $ 11,901
$ 11 $ 116 $ 5,166
8,120 3,600 4,311

B} - 2,421

1 3 3

$ 8,132 $ 3,719 $ 11,901

$ 3,570 $ 3,650 $ 3,959

201 201 255
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2016
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( )
2017 () 2016
0B (B]IO)
$8,974 $8,752 $8,414 $8,505 $6,893 $7,996 $7,906 $8,138
771 751 783 995 899 213 1,003 883
9,745 9,503 9,197 9,500 7,792 8,909 8,909 9,021
6,937 6,861 6,715 7,029 6,054 6,426 6,528 6,775
2,808 2,642 2,482 2,471 1,738 2,483 2,381 2,246
815 846 697 1,810 578 833 749 566
1,993 1,796 1,785 661 1,160 1,650 1,632 1,680
(22) ) 6 2 ®3) * 8 —
1,971 1,791 1,791 663 1,157 1,646 1,640 1,680
41 34 10 20 23 64 43 14
$1,930 $1,757 $1,781 $643 $1,134 $1,582 $1,597 $1,666
20 170 93 170 79 157 79 156
$1,840 $1,587 $1,688 $473 $1,055 $1,425 $1,518 $1,510
(€]
$1.03 $0.89 $0.95 $ 0.27 $ 0.56 $0.77 $0.82 $ 0.84
(0.01) — — — — (0.01) 0.01 —
$1.02 $0.89 $0.95 $0.27 $ 0.56 $0.76 $0.83 $ 0.84
(©)
$1.01 $0.87 $0.93 $0.26 $ 0.55 $0.75 $0.80 $0.81
(0.01) — — — — — 0.01 —
$ 1.00 $0.87 $0.93 $0.26 $ 0.55 $0.75 $0.81 $0.81
$0.20 $0.20 $0.25 $0.25 $0.15 $0.15 $0.20 $0.20
$37.48 $38.22 $38.87 $38.52 $35.34 $36.29 $37.11 $36.99
@
() 2017
12 2017 2016
IRS
168 135
20
(3) 2017 53
)
(5) 2016
60 2016
70
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of Conterda

Notes (o Comsolidated Financial Statemenis
1. Intreduction and Basis of Presentation

The Firm

Morgan Stndey, an FIEC, & & glnnbal financd sorvsces firm ikt
maintmine sigmifbeant markel posations: in cach of ids besines segmenis—
Immu.lnnl Securitics, Wealth Managomest  amd  Inveshmeni
Morgan Stanley, iheoagh it subsidiarics and alfilisies,
mmunwtwrnrpm-dmmmllawnd
diversified group of clients and cusioeners, inclnding corporations,
povemments, fimncial instimioms ond individusks, Unbess ihe connext
olberwise requires, the lerms “Morgmn Smnley” or the “Firm” mean
Morgan Mrilh%mfwmwﬂnmﬁ ils consolidsted
the “Gl pd'f‘ Acromyms” for defindtions of

ceriuin acrony uwd

he 2017 Form 10K
A descriprion of the clicnis and principal prodiscts and services of cach
of the Finn's business sepmenis is i follows:

Iriintiond Secweinten provides mvestnien! banking. ks and wading.
lendissg and olser services W menils, finaneial
mstinations. and high o ulma-bigh nel wonh eliens. Invesment
bankisg services comsist of capital raising and financial adyisery
services, including seevices relatang 10 the smderwriting of deby, cquiry
and other securiics, as well as advice oo mofgens and acquisiions,
resintaings, ol osale o projest Gnance Sakes and madiog
wrvine inchede sales. fimancing and markad-making  activlics i
oquity and fixed inoome producs, including foecipn evchange and
commediies, a5 well wprinee brokerage services. Lemding servioes
i ol vt pramakiiig afddor puschasimg cofporale loans, comnivsroal and
residoniial - morgage  kemding, assci-hacked  lending.  fancing
exlended W ouiics and ocomimodilics. omtomers, and boais 1o
mmicipalities. Other activithes include investments and rescanch.

Wernliy Managessni provides 2 comprehonsive amay ol financial
services and  solutions o individual imvestors and geull o
medimm-sized businevses lnd imstitutioes conering brokerage and
mmnu:u advisory services, financinl and wealth ploming services.
anmuity and msurance produects, credii and odher lending producis,
banking and retircenent plan services,

frvestasend Mawogemear provides 8 brosd mnge of invesiment
smmicgics and products that span peogmaphics, asset classes, and public
and privaic markets 1o o diverse group of clicess aceoss inslitunonal
and imcemediary channels. Sirmiegics and products include equity,
fised mcome, liguidity omd shemaineiother produces. Instiniiceal
chenis include defined benefivdefined contritastion plans. fousds-

Morgan Stanley

tions, enifowmenis, pwemmom omitics, sovorcign weallh [l
s companics,  Bird-parly  fund  Spotsors ond  cofpodations.
Individual cliosts ore servaced  through iniemmedisnes.  inclufng
aliliaied and non-alfiliated disaribuiors.

Basis af Financial Information

The comsalidued finoncisd smiemems Clsancial  umemens™) we
preparcd in sccondance with U5, GAAR, which requine the Finm o make
cstimates ond msumpeions regarding ihe vahmons of cemin financial
insrumenis,  the  waluadon  of poodwill and  intangible  assem
compensathon, deferred i assens, the ouigoms of lepal and 1 maricrs,
llewance for credii losses and other maners that aifecy i financid
saapemenes and rebaned disclosures. The Finm believes than e estimaes
utilized in the prepanation of s financial siaicmems arc prodens
reasonable. Actual results could differ maserially from these estimaics
Iniercoenpaery halances and iresacteons have been climinmed. Cerain
rechassifications have heen made 1o peiar periods 10 confonm 1o the et
peeseriation.

Cumialidaion

The fnancsad stalemonts oxlude the acdoumts of e Finn, s wholly
oo subsidisics and other entilics im which the Firm has a comtrolling
limancial inleresd, includimg comam VIEs (sex Noag 135 For comdolidianed
stwsidirics. ihat ane bess dhem whally owned, the third=party holdimgs of
crjuity inderests are refomed o nosconirolling interests. The mel income
nitmkartabile s noncontrolling mterests (or wich subsidiaros is presenied =
MNel moome l“)lu:d:lc o nonoonirolling 1 m i didicd
mcome sial is “moome 1. The poriion urulnmhn&n
equity that 15 ateributable to sonconinlling & for such subwidi

prmnh&mumlrnﬂmpmmzm off 1ntal ety im the
eonsidated balance sheeis (Chalanor sheels™)

For emities where (1) ihe iotal eqaity imvesmsent af risk 15 sulficieni o
ensble the eetity to fance ils activities withot sdditional subordinmied
fnancial meppont and () the equity holders bear ibe economic residual
risks aed renams af the comity and have the power 1o dinect the octiviies of
the eniny that mos sigeificanily affeci i cconcmic perfonmance, the
Firm consobidases those cmitics i controls either heough a pmjonny vomng
merest or ofherwise, For VIEs (Lo, emtitics that do oo meet these
crileniah, the Finm consolidass these catiies where it has the power o
make the decsices thal mosl sgnificancly afecr the  ecomomic
perfomeance of the V1E and has b obligation to akwarh losses oe the right
ba reocive Benelits that could powseially be significant so the VIE

7 Decetaber 200 T Foam 10-X
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of Conterda

Notes (o Comsolidated Financial Statemenis

For investments in entities m which the Firm docs sot have a costrolling
financial intcrest ban has sigmifcanl influende oner operating and
finmneial decisions, il applies the oquily methad of sccomting with Bt
paing and lowses recorded within Oeher revenuoss (308 Nole 8) e the
Finn has clecied 1o measure ihe invesiment ol or value, in which ce
nei g and bosses are reconded wiihin bvessments movenues {see Noie
L1}

Equiry onid panmership imievesis held by enmiies  qualifying  for
SCCOUNINE PUITOSES 2% inyesment companies ane cormied m fir vilug.

The Firm's spnificam regulmed U5 and inernational subsidianes
Include Moegan Sunky & Co LLC ("M3&C0”), Momn Sunsicy
Samith Mansey LLEC (M558 LLCT), Medyan Susley & Co. Imematiceal
ple "MEIF, Morgan Stanley MUFG Securities Ca, Lid, ("WMSAMS™ ),
Morgan Sinley Hank, MA. PMSANA") and Morgan Sunley Privass
Bank, Natlesal Associason (“MSPANAT),

Connrlislatead Corcdt Flow Knatememiy Preventation

Far purposes of ihe comolidmied cash fow smicments “cash fhow
stabcmenls”), cavh and cash oquivalonts coosist of Cash and due from
hanks, Interest bearing depodits with hanks and Restricied cash. Cash
and cash equivalents includes highly Baquid isestments with origisal
maturitics of theee mosths ar ke Bat ane beld fod invedtmenl prrposs
and arcreadily convertible 1o known amsounts of cash

Besimicied cash cish subject 10 withdmwal or usage
restnictions and includes cash in banks sshject o wishdmwal resrictions,
resaricicd deposiis held as compensaiing bakinces, and cash segregaicd im
compliznoe wilh fodersl or othor regulstioos

Dilsprsdthons

The Finm complated the sale of i plobal od merchanting usé) of the
cammedities division o Castleion Comenodivies. Iniermational LLE on
November I, J015, The Fm recagnized an bmpsirmes charge al
spprosimanely 571 millics in Chber revenugs. The mansagiion did not
meet Ehe criberia for dscontinued operations aed did not have & maerial
it o Ehe Firm’s fnancasl resuls.

heeember 201 T Form 10-K

Morgan Stanley

1. Significant Accounting Palicies
Revenwe Kecognition
lavesiment Ramking

Underomiting revenues and sdvisory Fees froem mergers, scogusitsons. md
restrucuring tramsacticns are recorded when services Tor the maciices
are i ined o be b il peied, pemerally as sel lonh under
the jemms of the engsgement Trasactom-relsed experses, primarily
consisting of lepal, imvel and oiher cosis direcily associied with the
nsaction, are deferred and recognived in the same period as ihe reloicd
inestment hanking ransaction revenogs. Underariiing  revenues are
prescmied mel of relaied expenses. Non-eimbuamied expenies associmed
with advisory tresssc tions are recorded within Non-imerest expenies

Caninrbusimny aud Fees

Commstssion and Bee revenucs are rocogminod on irede dae, Commissson
and for revemics primanily anise from apeacy iransactions i Hsscd and
OTC pquity seesitles; services felatod 1o sales aid rading activities: ad
satlies of ol fimds, frrcd, insurance products mnd aptioos.

Assef Manugement

Asicl mamgemeni sovemses are rocogmised onver ihe relevani conirac
period. Sales commassions paid by the Finm in comnection wiil the salc of
conaim chsses of shares of s open-end muiual fund prodiscis arc
nccoumised for as defemed commission nsseis. The Fom periodacally bests
deferned comnvission pssets [or recovernhiliny hased on cash fhows
expecied 10 be received in leure perods.

In cemaim manxpemen o arranpements, the Finm & emitad do receive
perfomnce-based fecs (nhich nlso may be referred 10 & Incentive o
and which inchede carried imderesi) when the reum on assers undier
rumagement esceeds cemain Benclinark reums o edher perfonmance
wrpets. In such peangemests, perfomance foe revennes are scored (or
reversed) quanerly based on messanng sccount of fend performance
daie wermis the perfonnance beschmark suted in the investmess
unagement agreement,  Performancebased Toes sre recorded within
Invesimens of Assel management mevemis depending oa the nalues of
the amangement.

See Meng 21 for information reganding the unrealised cumulabhve amaomnt
of perfonmance-based fee rovenues. See Mole 12 for information ropandang
petcral patiner puaraniocs, which imchede potomtial obligations to rolum
perfonmngs foo distribations proviously reenad

o
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Notes (o Comsolidated Financial Statemenis

Fair Valwc of Financial Instroments

Instrumenis within Trading ssces and ‘.I'nd.l.u; BiakiliBes are uecssured ail
El:\'.lfrm.mlh:rlll:wd-rrmﬂl guidmce or through the
fadr value option clection (dscusscd below) These fimncinl mstmumems
prinmrily mepresent e Firm's imding and mvestment positions. and
include boih cosh and demabive prodecis. |n oddition, debi ond oquity
socezitics chasificd s AFS securiibes are memured ai fair value.

Gainy and loeses oo bmstuments carried oi fir value are reflecsed m
Trading revenues, Invesiments revenues of Investment hamking revemes
in the income saaiemnents, excepl for AFS securities isee “Invesiment
Securities—AFS and HTM seourities”™ section berean and Mote ) and
derivasives sccoumsed for ms hedges (s¢e "Hedpe Accounsing” seciion
heretm and Mot 43,

Inierest income and tmerest expemse are recorded within the income
statements depending o the nature of the inseument and relased market
canvestions.  Whenimcrest 15 included a8 a compencni  al
the inssnamens” fis value, inkcreat s included within Trading fevemass
of rvestments fevesmes Osherwise, it I8 incioded whikn [mereyt income
of Inieress expense, Dividend incoms: i rocosded In Trading eevenucs o
Investments revesmds depending on the business petivity.

The Eir value of OTC financial including o
coniracis relased o fimancisl istruments and comisoditics, s prosemtod
in the accompamning balance shocts ona crparty baiis, when
appropriate. Additionally, the Fiom neis the fir value of csh collaieral
paid or reecived against the fair valse amounis recopnieed o mel
dervative positions exeomiod will the same oounorparty wnder the same
INESIET NCtling agroeimenl

Falr Value Eption

The Firm les elecied o mesuere cennin eligible instnemests m fair
value, lschuding cemain Securiies purchased ueder agreements 1o resell,
lpans s kendim consmimenis, equiny seibod mneamens, Deposils
(strucrured cemificanss of deposinl, Securities sold under sprecments o
repuechase. Chber secured fmancings and Bosrowings (primarily
SIFUCTLred Botes ).

Frir Falue Measwremenf—Dyfinition and Hivrrchy
Fair value & defined as the peice thai would be received to sell an asset

of paid to transfer a linbildy (le. the “exm price™l m on onderly
Iramsation between marka pansipants at the moasusrcmant dale.

Morgan Stanley

Faar valoe i3 a market-tased meoasure considered fhom the perspective of a
markel participant ather than an iiy-spocific mesme. Therefore, evin
when kel nssumprions are sof readity available, assumpgions are st o
reflect thoae that the Firm belioves market participans woold e
pricing the et or lishilily ® the mensurcment dale. Where e Firm
manages a group of financial sseis and fancial fablies on ibe basis of
its nei exposare o either markel nisks or aredit sk, the Finm messures ihe
fmir value of =i group of finanool mstruments oomsistenily with how
market participanis would price e no risk exy al the

daie,

In determuming (uir sahee, the Finm uses vanioos salusion spproaches mnd
csimblishes 2 hiemrchy for impats 1sed in messuning Gir value that
manimizes e wee ol relevin observable mpwis and mimimices the wse of
mbm\d]lc |n|'l.|||. by reqgmining tha the mosi ohserable inpuis be ussd
when mailsble

Observable inputs are mputs thn market panicipants would wse in prcemp
the assel or lubdity the were developed based on market da oblained
from sorces independent of the Firm. Unokservable inpats are iputs tha
rellect assumpricns the Frm believes odber markol panicipants would use
im pricing the asset or lability tha are developod based on the bewt
mfemmsation dvailable im the circumsances. The haerarchy s baoken down
imo three levels based ea the obsenabiliny of mnpuis as follows, with
Leved | being the hbghess and Level 3 being the bowest level:

Level §. Valuatioes bascd oo quoted prices in active markets ihat the Finm
s (be abdity o acccss for sdkiobcl asots or liabilitics, Vahsieon
adjusinionts and block diseounts ae ool applicd 10 Lovel | instuments.
Since valuations ane based on quotod priccs that are readily and regulardy
ovailable iman sctine markel, valmison of these peoducis docs oot énkail a
significams degree of dgment.

Level 2 Valumtions based oo one or morne gquosed prices im markeis that
are ol active or for which all significan! inputs are observable, ciiber
direcily or indirectly

Lewel 8. Waluatioss hased om inpuis tha are unobservable and sagnificam
i the overall fair value mensurement

The avadlabiliey of observable s can vary from peodust v produce s
b alfocted by & wide vasiely of lncsors. including, for example. the type of
peoduct, whether ibe produc is new and noi yel essablished in the
marketplace. the lquidity of markets and other chasacieristics particular s
the product. To the evient that valustion i based cs medels of ispots tha
are bess observable of unobservabde in the maske, the daemination of fair
valud mequercs more mudgnent Acceedingly, the degros of judgmen
exnercised by the Firm im

L) Thecemibeer 200 7 Form 10-K
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Notes (o Comsolidated Financial Statemenis

detcrmining fair vahic 15 groeseid lor mstnaments cricgonaed in Level 3
of the Gir valug hieranchy.

The Finm comsaders praccs amd inputs that mre current s of &he
mezswencni daie, including dring periods of market dislocation. 1m
pomads of marke dubmwn.ﬂmubunﬁhrynlprmmdmnq’
be rodoced for momy This c could come an
m:mmmbcrmlﬂndﬁml Level | i Leved 2 or foom Level 2 1o
Level %ol the fhir value hiemarchy {wee Note 1)

In genem cases, ihe inpuis wed o mensure fnir vadoe may () ino
did¥erent levels of ihe Bir value hicrarchy. In such cases, for disclosine
purposes, ihe kevel in (ke fair value hiemrchy wiithim which the fair value
messuremeni falls in s eniirely is desermdned hased on the lowes level
Inps that |5 significem 1o the (air valos mensuremen in ies emirery.

For assets ansd liabilities that are issnsferred herween levels mnothe D
value hierarchy during the period, Galr values are ascribed as (f the ases
o liabilities had boem mnaferred as af the bepisming of the perfod

Vafwwtion Fechmigre

Many cashy mstruments andl OTC derrvantive oomtracts have bid and ok
prices thoi oin be obscrved in the morkoiploce. Bid prices relloot the
highest price that o party is willing to pay for an smsen Ask prices
repeescm ihe lowes price that o panty is willing o accepi for e nisct.
The Firm carries positions: & the poini within ihe bid-ask range ihai
mects its best cslomade aff G valuc. For aflsciving positsans i ihe same
finamcial imstnomon, the same price within the bid-ask spread is wsed 10
mezsire both the long ond shon posilions.

Fair value Tor many cash mstruments and OTC denvalive contrcts i
derived usimg pricing models. Pricing models uke inio accoon the
camiraci lenne, 3 well 35 muliple inpuis, including, where spplicable,
commedily prices, equity prices, interest raie yield curves, credis curves,
camelstion. crediraorhings of the counierparty, credipvorthencss of the
Firen, opusom volmidity and cureency mics.

Where appropriale, valiation adjustments are madé 0 scoowm for
vamous facvors such ms Biquidity risk dbid-ask sdjustmemsh credit
qualicy, model wnccnanty and conccearation sk, Adfustecnts for
limidity misk sdjust model-derived mid-marker levels of Lével 7 and
Level ¥ financial instnamesnts Tor the bid-mid or msd-ask spread roquired
1o properly reflecy the el prsce of a msk positon. Bid-mid ad eod-ask
spocads are murkod o kevels observed in oade aceiviny, Broker quotes or
ot cviemal third-parry data. Whene thise spreads are unobscrvable for
W particalar podition m gucstion, sprosds ane denved from ebservable
levils of similar positson.

Ppeembar 261 T Form |10-K

Morgan Stanley

The Firm applics crodi-relaiod valuation to s Bomowingi
(primarily structured poles) Bar which g hir value option wis cleoid
and 1o OTC derivatives. The Fiem considers the impact of changes in ity
o crodil spresds. ased upon obsorvalions of |he socondary bond market
spresds whem mensuring the Hir value for Borrowings.

For OTC derivainves, ihe impact of changes im boih ihe J-um s and ihe
:mnlup-iy:nﬂllnuq is conasdered when
P ihe Finm sinssl ik disink al
the diimee ﬂpmlrvc 10 g counierpuny, then applics markei-based delhul
probabilities (o the fuure expossre, levemging exigrnal think-pany €135
spuesd dom, Where CDS spresd dam are unavailable for s specific
counterpasty, bond markel spreads, CD% sprend duim based on the
coumiemparty's credil mting or CDS spresd  dun bl reference &
comngurable coamierpurty may be wiliced. The Fom olso comsiders
collateral held ond Bepnlly emforoesble musier pettimp aprecmenis dhat
Ew it Ik exposune o cach cousieTpany.

Adprsiments for mode] uncenmingy are akem for positions whose
ussderlying modsls are reliast on significans gy that are neliher directly
m indiroctly obscmable, Benee requining ecliance oo establhod
thevretical concepas in their dervation. These sdjustments s derived by
making dsstsaments of the possible deproe of vatmbalily using stalistical
approsches and market-basod information where possible.

The Finm oy spply & comenirativn adjustmon 10 conain of is O1C
derivalbves porifolios do reflect he addilioml cost of closimg ol a
particularly langx nﬁwmmhmwm_m
bosed om obscrvable madel mimaltion, bl @ oEny  insanoo.
sipnificamt udgment is requered to cslimale the cosls af closmg out
concentmled risk exposures due to e ek ol lquidity in the marketplace.

The Firm applics an FWA m ihe fair value messuroments of OTC
umcolleralized or partially collateralired derivaines and in collmioralized
derivatives whene the lerms of the agoement do not permit the reuse af
the collmeral received. In general, FVA reflecss o markes funding risk
premium inherens in the noied dernative insirumenis. The methododogy
for meassming VA leverages the Finm's existing credit-relmed valuiicn
:Iﬂ:lqm raludarion meztbodologies, which opply 10 both aseers and
itizs

See Maie 1 for o descripison of valusion |uchdqm-imhcd|nhrru}or
cacgomics of financial insuments meassred i fair value

I
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Aseets owd Liokilities Messored of Falr Valwr on @ Nesrevarring
sy

Certmmn of the Firm's asscis and Eabdlizes are measmed i Gir value on s
niercoiming basis. The Firm mcurs losscs or pains. foc any adjestmems
of ihese asieis or lsbilitics (o far value,

Fowr assets and liakslities messamed ai (e valise os o non=recurming basis,
faar walue b5 desermeined by wsing various vabuation approaches. The
same hierarchy for inguns os desebed sbove, which maximies the me
of observabide inpuyis asd mumimizes the use of enobserble mpts by
generally requining it the observahle inpeats be msed when available, is
used im measuring fiir value for these iema.

Falwaton Process

The Valustion Review Geoup (“VRG™) witkin the Fanon's Financial
Comtral Group (“FCOG™) 14 sespoisthle fof the Fam's Fair value valuation
poticis, processes and procodunes. VR s independent of e busiress
unis and to the Chief Fimancial O Micer, who has final authority
over ibe vabaigon of the Finn's [ancial instruments. VREG anploments
valuation conirol procciscs desipned 1o validale the Gir vabse of e
Fimm's financid instnamoets moasuced it fair value, inchading deoie
derived from pricing models.

Muled Keviewr.  VRG, o comuncion widh ike Moded Risk M
Depariment  (“MEM"), which roports 0 the Chicl Rk Oficor,
I.I:ﬂ'.?ﬂﬂ-h’ reviews  valusdion mndnl.l. themetical  soundness, the
ol the valuaii hododopy and calibration tcchnigues
d-mdnpcd by ihe hisiness unils wsing chacrvable inpuis. Whero inpuis
are mot obscrvable, YRG rovicws the appropriatoness of 1he proposcd
valustion methodology 0 deserming dui i1 s consivenl with how o
market pamicipm woild smie ol the imobsereable inps The wulumtioes
meihododogies uilliasd im ihe sbrence of ohservable inpats may mchude
exirapolarion echniques and ilie |.||¢- ucl‘ comgurshle observable mpul;
M pan of the review, YRG o 7 cihndilogy 10 imdey
venily the fair valme generaicd by the h.mnu:munn % valuation mndch
The Finm gencrally subjecis vahutions and models 10 0 review process
intinlly and on a periodic hasis iberenfier,

Independent Prece Ferificanion. The busingss wmis ore resporsible for
deermining the fair vaboe of financasl instrumenis axing approved
valuation models and valumtion methadologies. Generally on & monthly
basis. VRG independemby validaies the fair valises of finangial
instnamenns deenmined using valuation neodels by detenmining the
appropraacness of e inpaes used by the busingss units and by westing

with the dogamesiod valuation methadologies appeoved ia
Thae moaded peviow process descnted above.

Morgan Stanley

The resalis of this independent price vonification and any

mde by YRG o e fair valu by s teasiness umils arc
presented 1o munagomen of he Firm's throe business scgments (i,
Instiltsomal  Secunlcs.  Wieahh  Mama and  lmvistment
Mampoment), the Chiel Financisl Officer and he Chiel Risl OfTicor on s
regular basis.

oihor nhunn:M-e menket dain
wch s lschnac “data, hroker-deater quotes. ihind-paty vemdaors
and aggrepmion services for walidabmg the fxir valie of financis
imstrumenis genermed psng valsaiion models, YRG assesses the exiemal
somrces and iheir salustion methodologies 1o determing iF ihe external
peowiders. el the minimmm smndands evpecied of 3 third=peny pricimg
worce. Pricing dats provided by oppeoved exiemsl sources. are evalumed
g i mmdiﬂ'-ul'q'l;lmd‘m. I'i:l'enmpte by comobosmieg ibe exiemsl
soarroes’ poices o execused mmdes, by analveng the meibodolopy
nssumplions used by the extemal source o generaic o price, andior by
evalusming how scoive the thind-parry pricing source (or origisaring
soarces used by the thind-pany pricing source) 45 in the marker. Based on
this analysis, VRG pencrates o ranking of the ckeervable matker dain
desipned bo ensare tha the highest-ranbed market data source s wsed 0
valbdare ke bisiness unit's fair valoe of financisl inseuments,

VRG reviews the models and valumion methododopy used 1o prce new
maerial Level 2 amd Lovel 3 eransactions, and beoah FOG and MM must
approve the falr value af the tade that is initally recopnieed.

Lovel 3 Troveacions, VRO roviews e busiocss unit's  valmion
voclmics 1o asscss whothar (bese are consisionl will markel pasticapant
NSSIET oS,

For friber imfbrmation on fnancial assets and lishilaties (bt are mesueed
ai [xir value on o recurming amd non-recurming hasds, see Noge 3.

(Tserting of Derhvative Instrunsents

In eomnection with ils dorivative activitics: the Firm ponerally emters inbo
masber  nhetling  apreetients  and  eollaeral with i
coufilerparises. These agrecments provide the Fimn with ihe fighl. m the
nmnladnhhl:;r the coumterpaity, mm-m:nﬂu-ﬂ
wmder 1he agr and 1o Fiquidate and sel ol colleral
npmlanfnﬂlmﬂmdbrﬂmmrpq

However, in oorinin cicumstanies, (he Fmm may oot leve sech an

agreement m place; the relevam msolvency regime may not suppont ihe

enfiarceability of the masser netting agreement or collnieral sgreement; or

kanw not huve sought legal advice 1o suppant the enforceshility of
agres-

Il Decomber 2017 Form 1K
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icnl. In cases where the Finm has not determined an agreemoni b be
enforoeble. the rilated amesmis ane nol offict (300 Mole 4)

The Fum's policy is genemlly io mocive sooanitics and cash posted as
oollsicral  (with righis of mrippothecniion),  irespectine of  the
enforoeabillity detormimation regarding the masicr nenting and collaieral
aprecmeni. I coram cases, ihe Finm may sgree for such collaicral io be
posted i & ihind-party cmsodian ender o conirl agreement thai cuables
it 1o take conirol af such collateml in ibe eveni of o countemqpany delmuli
The enforeeabality of the masier nelimg agreemen) s ke into pccount
im the Firm's sk mamngemen pracices snd application of counienpary
oredin lirmis,

For informmion relased 1o offseming of dervmives amd cemiin
callmenlired ramsactions, soe Notes 4 and . respectively,

Hedge Acconnting

The Firmn applics hedpe accounting wsing vanons derivative financial
instrumenits. for the following ypes of hedpes: hodges of changes m the
Gaar vaboe of assets and liohilnics dus w0 the risk being hodpod {Gir value
hedpesk, and hedipes of pel investments in forcign operations wisoie
fimctional curmency is difficrom from the roporting currency of the Farent
Company inet inviestiment bedged). These [mncial métrumenls are
included willim Tradmng assclsi—Denivative and other costmcls ar
Trafing Bablitics—Dierivative and other coniracts in the balance shects.
Fo hestpes where bodge aceoanting i being applicd, ihe Fir perfoenis
cllectivoness iesting and other proceduncs.

Fair Value Hedges—faterest Bute Risk

The Firm's designaied By value hedges consist prmarily of inferesi raie
s designaied s fir value hedges of changes in the benchmurk
interest mule of cermin foed mie senior homowings. The Fimm s
regmession analysis o perform an cegoing. prospecine ssd reirospective
assessment of ke effecrivencss of these Bedgimg relmionshaps, A
hed ging relationsbip is deeined e Wecnve (M he change in Gair vatue of the
hedping insrument (derivative) snd the change in fair valug of he
hied ped diem (deti Mabaliny) doe b0 changes im the hemchimark inseres) rine
offset williin o rasge of BIPG 10 125%. The Finm considers the imguci ol
valuation sdjusrments relmed w0 s own crodil spreads asd counterpany
credit spresds w determize whether they woald cause the hedging
relaionship io be ineffecove

Fer qualifying fair value hedpes of bene hmark mscres) rmies, the

inihe Eabr vaboe of the derhvative amd he changes in the Gis vahee of the
bl gl Bnabaliny provide an offsa of one anodsr and, logaler with any
resalliog  mclfcctivencss. are rocordiod in Imdresl expame. When a
dorivative is

Mhogammitiat 20T Forss 11K

Morgan Stanley

as a hedge, any basas romaining oot hodped
Hiability i amortieod to Inierest expémee over he romaining lile of the
Rishility using the effective interes micihod

Ner Tuvestmenr Medgey

The Firme ises forsard l’nee.;n exchungs conmos I noage & ponios of
the cusrency exp g i dis met i m non=L' 5 dollar
funciiceal mppﬂ'mhn T the :5.1:11 rhat e noliceul asmwmmis af
the bedging insmaments equal the portics of the invesiments being heidged
and the undeglving exchangs rwig of the derivalive hedging instnamers
relates wn ihe exchampe refe beiween ihe fnctional cerency of ihe
bmeme: and the Paremt Comquny's functional cuency. no hedge
Imedfectiveness is secopnized o eamnings. 17 thess exclunge rates are not
the same, the Firm ises regression mualvsis 10 assess the prospeciive sl
reirospective  efieciivencss of ihe bodpe relmionships, and  mmy
Imeffectiveness Is moognized in bmerest income, The pain o loss from
revaluing hedpes of net mvessmenis in Breign operations 5 the spot mic
ks reporicd within AGC], The lorwand poists an the hedging instruments
are excluded from hedee effectineness icsling mnd are recorded in Inierest
ncome.

For fusber information on dervative imstraments and hedging activities,
sde Male 4.

Investment Sccwrities—Availalsle-for-Sale and Held-to-Maturity

AFS socuritics ane neporied @ fmir value m the balance shevts with
unrealized gains and bosses reposted in ADC, not of tax. Inserest and
drvidend income, nciading amonization of promnems and pocretion of
divcoumis, 5 included m Incresl mxome m he income sEbemcnis.
Reulired guins ond losses on AFS secunities are reponed in the income
sabetments (uee Node 51, The Firm iiizes the =lerstoin, rsiom™ method
% iher basis for detemmining the cost off AFS seouniies

HIM secuniics e repared a8 amonized cosi in the bulmee sheees
Inierem income, mchading ansoristion of premioms sd accrcion of
disconnts om HTM securiiies, ts mchaded in Insgrest mooene in the ingcome
SLAETREIS

{Pthir-thn-Femparary fmpadrment

AFS debe secuntics and HTM securities with o current fair walue less than
thent amortinod o8t ane analyeed a8 part of the Fimn's periodic atdesament
of wmporary verius OTTI a0 the indivedual secunty level. A temporany
impainmen is recognieed m ADCL OTT] & secomined in the income
stabenscnts with the cxocption of the noo-credit pomtion related to a debe
scourity tsat the Finm docs pot intend to s¢ll and i pot likcly w be
roquirdd ko sell, which i necopnicad in ADCL

14
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For AFS debt scomitics that the Fim cither has the insent to scll o that
il Firm is likedy to be requited bo scll before recovery of il amortized
carst batsis, the impairment i coasidered OTTL

For therse AFS et secunes than 1he Firm dogs o lave the iment o
sell o {s mot Dikely v be reaquired o scil, and Jor all T seouriics, the
Firm evalusses whether il expegis 1 regaver the enbire anmeiond cost
hasis of the deba sooumty, 17 the Finn docs nol expect to retener the
enilre amnanisal cost ol those AFS debi secamiies or HTM securities. ihe
Irsgadnment {s considered OTT1, and ke Firm deiemmines what porilen al
the impairment relates 10 2 eredil loss and what portion relses 10
non-credin fuctors,

A credif boss exiets if the prosent vabse of cash Mows expected 1o be
collecaed (discounicd at the ingplicil inicress muic ol acquisition of the
secumity or discounted m the cffective yicld for seomtics that incorporate
changes in prepaymcnt asswmpiions ) is besa than the amortieed oo basis
of the securny. Changes i pecpaymes nssumplaoes. along are nol
considered ia renh ina oredii loss.

When determiting 7 6 crodi o exisis. the Firii considers felevaiil
il on including:

= ihe length of time and the extent 1o which the Dxir value has been less
thim the smamized cost basis;

= adherse condiions spocifically relabed to the security. s indasary o
peostphic aca

= ctanges in the Gnamcml condilon of the issecr of the scoumty, the
prescnis of explicit or mmplicit guaranioss of ropaymean by e LS.
Caovernment for LS. Governmment and Apency  socuritics o, in the
o of on mesel-hacked debl security, chanpes in the financial
condiiion af ihe msderbyimg loan oblpon;

the histoncal mnd ieplied volmility of ibe G vilee of ihe seomy;

= the pavment srochare of the debu security and the Welihood of the
tasamer being abile 1o make payments thal increase in e finlure,

= faiture of the isswer of the secunty 0 make schoduled inlerest or
[rrincipal panmeis;

= ihe cuvend ralng s any changes W (b rsting of the security by 2
TENE MRy,

» meanvines of addilioml declimes im lair vales albo e halasce shoct
date.

When estamating the present valiae of expecied cash Rows, informaiion
includes e remaining payment e of b security, prepayment
spocds. fimancial comdition of the issuens), expecied defmalis and the
valug of any usderlying collserml

Morgan Stanley

For AFS oquily socuritics. dhe Finm considers various factors, includmg
the inticen asd ability 1 bold the oquny soomnty for o period of time
safficienl 1o allow for ooy amcipaled rocovery in mafket vabhe in
m]u.ﬂu‘l.g ubﬂﬂ:ﬂ:nﬂ'l.'l'l n.nl.'l.. I the oquity security @ contaderod
the enime OTTI (e, ihe dilferemsce
beiweon ihe rII uluc m:,nrdnd in ihe balance sheel and the cosi hasas)
will be recopnized in the income siniemenis.

Luans

The Firm accounts. fior laans hased on the Tolkmwing crlepories: loans hekl
for tvvestment; loans held For sale: amd boass a e value.

Lowas Held for fnvestment

Loans beld for jenestmen e roponed o cutsianding priscipal adjpescd
fov ey charge-aiTe e allowance fof oan losscs, any unansisod
dieferned foes or conle fior cofgenased loars, and any unsimedtieed preminis
o diseouss. For purchussd Inas

Intevent  fwcomie,  Imtorissl aneome on perfoemmp. lams held  For
imesimeni i ncomied and recopnived s ideresi income w (e contraciusl
mie of imeresi. Purchase price discounts of premsums, o well o net
defierred loam fees or cosis, are amorized inid inicrest income over fhe life
of the loan o prodoce a level mic of refum.

Adlingree for Loan Lasses.  The allewance for loan losses estamais
probable losses reloied 1o loass specilbcally ademtificd for impairment in
nddision to 1k probable bosses inherem im the held for imvesment loan

The Firms utiliees the LS banking apoeics” definition of erilicized
expomares, which coisist of ilic spocil menbion. ssbetndard, doub ful and
b enleporios as erodii quality dicaions. For further information on the
credit pmbdy andicabors, see Wole 7. Substamdard bmis ase rogulardy
reviewed for imgpairmcil. Faclons  conssdood by whon
dtomining. nmpasmod inglude payment status, Gir valie of collatgeral,
amd probability of collectmy schodulod principal and nleres paymoenis
whon dime. The impaimnmend amalysis moquired dopemnds on (he nahre and
wpe of loans. Loans classified ms Doubifol or Loss are comidercd
impaired
Mumhﬂ:mﬂtﬂﬁeﬂlm &lrh-lnun the specific
nllowmnce compoment and the

The wmmmldmamm e Bosams Bossees 8 used
ta cptimale probable losses for non-homegencous e ch that kave
boen gpecifically sdemtifiod for Empairmest analyss by b Finm amd
determined 1o be impalred. Wit a loan & specihically idemified for
impainnont, the impasmmon & masud based on the proscnl value of
expocted fulure cash Mows dicouniod al the loan’s effective inlerss malc
o 45 a practical expedacnl. the ohscrvable

(E1E] Dezemsher M7 Foam 100K
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market price of dse loan or the fair valee of the collaterad il the loan is
collmeml depondent. 17 the presimt value of the expecicd lature Gk
fovwes (or alicrmativedy, the observabde markel price ol the loan or i fxir
valuge ol e callademl) i less than the reoorded investmend m the loam,
then the Finn rocogmiaes an sllownnce and & dharpe o (ke provision far
loan losses within Other revenuies.

The ishcrent sllowsnce mmpn-:l. of the allowance for loan kesses |
usel (o estinmic the bosssess ind in the loen porifolio and
includes nm-huﬂnaﬂw foans thal have nod bees identifled as
impamed and porifidios M“hmwm The
Finm  maimizing by loam produci (or calulsting
slloswmnce For loem losses thom estimoies the imheren) losses in ithe boom
ponfolio. Genemlly, mheren losses i e porifolio for mon-tmpained
lpans. are estimased usimg smisticsl malyss mmd jedement around ihe
exposure o deflnh, dhe prohability of defad and the loss piven delmli
Cualitatne and environmentl Bciors uch as ecosombc and busisess
condivoms, manwe and voleme of the portlodio, and lending rerms and
volume and severity of pasi dos loans. may also be comidered in the
cabzulatkons, The alloannce for loan losses & euaimsined 0 8 level o
casure thai it & ressomably likely 1o adequaiely absorb the estimased
probatle losses inherem in the porifolio, When (b Finm recognizes
allpwance, there is also a chargs 1o ihe provision for losn kesses within
Chher revermes.

Tronhived Debr Resfrctrings.  The Finn may nsodify ihe iems al
certain Joms for ocomoenic of kgal rexsons relakd 10 a bomower's
finan¢ial &iMiculties. by grantisg ofd o mone condesssons that the Firm
would non aberwise comcider. Such modifications see accounted for and
repatted a5 3 TOR: A loan that has been modified in 2 TDR & generally
considered 100 be mmparnad aed s ovaluaied for the exiom al ingammeni
wimg (he Fim's specific allowante methodology. TDRs are alwo
ponatally clssified as momaccrual and miay only be roumed 0 sonaal
st alber considering: the bomower's sustaimed repayanen! perfomsnoe
fiar i prasomabie perod.

Nowaccrmn! foans.  The Firm places loans on nonaccnml stabrs il
principal or inlerest is pasl due for o penod of %0 days or more or
paymeni of principal or mierest is in doobd ules the obligntion is well-
secured and in the process of collection. A loam is considered past due
when & payment due acconding $o the coniracim| terma of the boan
agreement has nos been remitted by the borrower, Substandard loass, §f
identified as impaired, we cateporized as nosaccrual, Loans classified as
Doubtful or Loss are coleporized as nonaccrual.

Paymoznes seceived on neasccrusl boans beld for imvestmens are applicd
1o principal Il there s doubl reparding the ultimale colleciibility of
principal (e, cost pecovery methody IF collection of the principal of
nonacerual logns held for invesiment & ool in doube. imerest incoms is
realized on n cash

Precemiber 01T Fors 10-K

Morgan Stanley

basis, IF niesther peincipal nor inberest colloction is in dowbt, loans are on
pecrusl status, and inlereds ancomne i rocogmiced wing the offoctive
imiiricsl mcthod. Loams thal ane o sonscoral statms may nok be restoned bo
occrual siaius until ol delndqueom principal amd'or imlercit Bas beon
beoigght cumrent afier & measomsble period of performance, ypically &
minienim of six monihs

Charge-ayffs.  The Fimm charges off o boan i the period thei o @ decmed
umgliectible and records @ redisciion im e sblpwasce for boan losses el
the halance off ihe loan. Im generl, any porfice of the recorded investmens
in o codlmernl dependent lean dincluding any capialived aconed inieress,
net defermed loam fees or costs, and wamoeiied prevsium or discom) m
pxpess of the fir value of the collsiesal that com be idemiificd =
umcolieciible, and i thereloee deemed o confirmed loss, s charged ofl
npminsi the sllowance lor lomn losses. A boan bs ool lssernl depended i ihe
repaymmend of dhe loon B expecied io be provdead solely by the sale or
operstion of e underiving collaeral. I sdditiom, for loss munsfers from
Boans held fior invesiment s loans beld for sale, ot b ome of massler, py
recuction in whe loan valus is sefleciod a5 & charge-ofl of the md-ad
Fnvestment, resuling in a new cost basds,

Lewcling  Comnuitmerts.  The Firm records (he liabibity sod relaiod
expense for e credn caposae relaed 10 commitments 10 lund loans that
will be held for investment in o manner similar 10 cmmanding boass
distssed abone. The analysis also acredin comversion factor,
which i the expected uiklisation of the undrawn consnimnenl. The Habilisy
i pecorded (o Onher Babilinics and accrood expenses in e balinge shotts,
andd Whe expense b rocotded m Oiber non-imenest expemses i e income
sy, For nwore mfiosmatson rogarding loan commilmemis, standhy
Betsers of eredit and fimancial puarantoes, soe Moke 12

Lo Held five Sute

Louns held for sale are messired ai the lower of cost or fair valee, with
saluation changes recorded in Diher revomes. The Firmy desenmimes, the
valumtion allowance on an individual loan hasis, cxcept for residencial
mongage lnans for which the vabmiion allowance is derenmingd ar the
boan product level. Any decreases in (hir valoe below (he initial camying
nmoden and sy recoveries in fir vabue up 1o 1he initisl comying omome
are recorded an Other revenues, However, increwmses in fair salue above
imitial camryimg vaboe are not recognized

Inieress imconse an loans held for sale is accrued and recogmired based on
the conracmnal rane of isseres). Loan originanion foes or costs amd purchase
peice discounts or prensiums are defereed im a conien loan sccount amil the
redased boam i s0dd, The defermed fogs or ¢osts and discounis or promiusns
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are an adjustisctit o the Basis of the loan and, iherefore. are included i
b periodic determimation of the ower of cost or ir value adjustimenis
amdl'or the gain of |oss rocogninod al the Gme of sk

Lamitep Cowmmriimaenis, Conumiimenis io fund morigape loans beld for
sale are derivatives and are eoponied W Trading sssets or Troding
leabslitses inihic balance shecis wiil am offect to Trodme revenues in ihe
incons sitements.

Commimenis 1o find noemengage loes beld for sale me not
denivasives. The Fimu recoads the lighility and relaied experse for b fxir
value exposure below cosi @l such commimments in Ocher linhiliies and
scerued expemses i 1he halance sheers with am offser o Chier eevenmss
in the ingeent simements

Loani and Bending commmhiments held for sale are sobject 1o the
nonacerual policies described abonee in the Leans Held for Envesiment—
wonacenal loans soction. Because hoans and lending cormamimnents beld
farr sale are recopnized & the lowsr of cost or Biar value, the allowance
far Dosn Josses and charpe-off poliches docs not apply 10 Bese loans.

Lo af Fair Valme

Loans for which the fxir value option is clogied are comicd of Gir value,
wilh changes in fair value recognised i cammps. Loans carmied ol far
valug are ot evalmated for purposcs of recoeding an allowance for kan
|losses. For further infommtion on loans camicd ai fair value and
clmiaificd as Troding assets and Trading labdlitics. sce Noie 3,

Lamiimy Comminngas, The Fim records the lobadi and relscd
cxpense [or e fair value expesane related s commmments 1o fund kans
thal wiill be measured ai fir value The labslity is recorded in Trading
liabilives im the bulance sheets, and the expense is recorded in Trding
revenies im the incoene watements

Loans and lending commitmesns ab fale vabae are subjeci to the
nonacenual policies descnbed above in the Leans Held for Invesiment—
Sonacemal loans seoron, Becmrse such buns mnd lending compsiimenis
wte repomed al Gair value, the allowance for loan hosses and change-ofl
pilaches da not apply 1o thess hoans.

Fio further information on kans. see Mole 7.
Tramsfers of Fimancial Assets

Tranaders of financial asscis arc accomied for ns sales when the Firm has
refinquiskied comtrol over the transferred assen. Any related pain or losa
on sl i recorded in Net revenues, Tramifers that are ol accoenied for
as salos anc freaied as a collatedingd fimecing, in ccmam caes neforred
1o as “fkd

Morgan Stanley

sales.” Securttics bosrowed of purchased vnder agreements o rescll and
scourilics loaned o sold usder agrocments b repurchase are troated @
collaterabised  fMmancings (s¢ Mo 61 Socuritics purchased  under
ngrocments 3o notell “roverse reparchess agrocments™) and Seonritics sodd
umder 1o repachee (Crepurchose agroements™ ) are carmied im
the balance sheets al the amounis of cash paid or received, plus socned
imierest, excepi for ceriain reparchese agreemonms for which the Firme has
elected b fair value option (sce Wote ¥). Where appropriaie, repurchase
agreemenis and revense repurchase agreemenies with the same counberpariy
are reponed on @ no hasis. Secwitics borrowed and scouities koaned are
recorded at dhe amount of cash collateral advanced or received. In
netances wiere the Finm is the lender in socunitics-for-socuritics
mmnsactions and i permatied 10 sell or repledpe these securities, the fair
value of ihe collmerl received is rep d tn Tradimg aeeers and the reluicd
obligmion o retum the collateral is reporsed in Tradimg linbilites = the
Balunce sheeis. Securies-Gr-secnndies minsactions where the Finm is ihe
bormower are nint included in ke balance sheets,

Premises, Equipnsent and Saftware Costs

Premises. equipment and software oows comsist of buibdings, leaschold
improvemeens,  furninee,  fsnares, compuier  and  commimnbation
couipmee. powel prbsrmion assets, 1eminals. pipelimes and software
feniomally  purchased and  developed for intormal wse)  Premdses,
cquipmest and softwane costs are staed a1 cost bess accumilmed
depreciation and amortimson asd are included i Orher assels in the
Balanes sheets. Deprociation and amonieation ane provided by the strasgh-
Ting meabidd over the essimated nselial life of te assen

Estimated Usehal Lives of Assets

Lastan mprrremerne—Ragng ferm of Imaaa o 35
Litabarid rrprcrvmmirie—Cthe 1 of mane fo 15
Fumitum and fabues 7

1 0 Ing
Powar amnaty M
L s ) LT
Boiteain covibn 210

Premiscs, oquipmonl amd salteare cosis g lesied  [or  ppadinmenn
whenever evenls of (hamges I CrcumsEInGes muigpesl hal am mssen's
camytng vahae may not be ly recoverahle,

Cronilwill aml Imtangihle Assels

The Firma lests possdhaall Fof impasnaend on an anmsl hesis and on an
imerion bais when cerlain evenlbs or crcuimstanoes

[HL] December 2007 Foam 1K
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ouist. The Firm sosts for smpairment ab the reporting unis bevel, wihich is
pendmilly at the kevel of or one level below ith business sopnents. For
both the anmml and torem lests. the Fina bas the option 8o cnher
iayperform o geeedifcuve mpaimmont bt oof (b) fsl perfonm @
qparitve mscssnacnl is determine whether it is mone likely than not
ihat the fnir value of a reporiing wnil is less than its comying amount. in
which come the quantitafive sevt would be performed.

When per ' i i Besl, we ihe falr
valig nl' ] rl:pﬂnmg |-|1 wizh is r,'.llryins amxam|, inciuding goodwill. Il
the: fair value of the reponing ung is less than ds carrying smount, the
poodwill impaimmeni loss s equal 1o the kesser of the exces of the
carrying valee over the thir valee or the carrving omoumi of gondwdll
allacated to (hal reporting unit

The estimaied far values of the repoming units are denved based on
valusica yechniques the Finm believes market pamicipans would use far
cach of the mponing units, The csiimmed Gir vabpes 2o generally
deigmmingd by unlizing 8 discosmied cash flow  methodology o
methodologies thal incofporme  prsce-4o-book and  price-1o-camings
mahtipbes. of comtaim comguarabls compancs.

Goodwill i met ametused but, a8 noted abenve, i8 reviewsd annually (o
niore froquenily when  eeriain nmue-muﬂ-lﬁummh
. Chbier i hle asacts mre d over their cstamated

w mlmmhsﬂnt

usefiul lives and reviewsd far
recordod within Owher cupofees in the inoome slalomonls.

Earnings per Common Share

Basic EPS is compuiod by dividieg comings avmilabic to Mongmn Sanlcy
oomnes sharehodders by the weighied pvempe mmnber of comnos
|hlru. nl.l.l.mndluu I'a ihe perind, Exmings available w Morgam Stasley
nel income applicable o Morgs
hlq reduced by F‘ermcnluncl dn‘ld:lds. el allocwiions of enmings
I pariciparing securitigs. Cormmon shares oustanding imchude comimon
stock and vessed RSLYs where reciplenis bave sitisfied gither the explicit
vesting lenms or retinemest-gligihilily requirements. Diluied EPS rellecis
the mssumed conversion of a8 dikaive securibics.

Uinvesied share-based wwands i comtam non-forfelnble righes 1o
dividends or diwidend oquivalesis (whether padd or unpaid) are
panicipming securities snd are included In the compumiton of EPS
pursuan s the two-chiss metbod. Share-based awands that pay dividond
cquivalems subject 1o vestimg are not decimed panicipaling securines and
e :‘rlhdﬁl in diluned shascs cutstanding df dibative) under the reasaery
shich Ected.

Iheember 2017 Form (4-K

Morgan Stanley

The Firm has granied P5Us that vest and convent to shases of comimon
sk only if ey satisfy prodotermined porformance and markol poals.
Since the jsmunce of he shares is comtingent upon the satislaction of
comain conditions, the PSUS are inclhided in dilwted EPS bascd on the
ey ool sharress (30 any ) dat womld be issasble i the oxd ol ihe reporimg
period was the end of the confimpency period.

For the calculation of basic and dibeied EPS, see Note L6,
Deferred Campensation

Ao k-Haveal Crmpensation

Tha Firm ecasines compensataon oos) for siock-based awands an fafr value
and recopnisgs compomaation couf over the senice period. The Fimm
neeeunis foe focfosunes o they octur. The Finn deermines. the G value
off B5Us (imelading R5Us auh noa-narkel performance conditions) based
om the grani-date Gair vabae af 1S coimion stock, measared a8 thovoluine-
welphted mverape price on the dae of prant Cenaln sock-based
compensation with marke-beed conditions s valued wiing a Mome Carla
valluslion model.

Compensation  expense  for  siock-based  compensation  awards &
recogmived using the graded vesting atiribation nscibod. Compensaiion
expenes for awards with perfonmance conditions & recognised hased on
the purobable cutcome af the performance condsion ai coch repoeting daic.
Compensation  exponse for awards wiih markei-based  condmions &

wrespeciive aff the probabilisy of the markel cond@tion beimg
achicved and is mot reversed i ihe markei condizion i nol ol

The Finm recognies the expeese for stock-hased awards over the requisiie
service penod. These awards genemily contin clanback and cancellaiion
peowisions. Certain pwards provide the Finn discreiion 1o cancel all or a
pomson al the mward under specified ciroumsunces. Compensation
expense for those maards is adpested Tor changes im ihe fir valee of ihe
Firm's commoa sock or the relevant mode] vababion, &5 approprime,
umail conversion, exerctse of exparthon,

For year-end sodk-based awanls ambtipansd 1o be rased 1o notieemen-
cligible emplayecs under awand terms that do nou contain a fsure service
reguiiremnene, the Firm acerues the cssmaad cosl over the course of the
calemdar year preceding the prant dae, which reflecs the period ever
whisch the compensation 15 camed.

Emplayes Stocd Trwsts

In conmeciive with ceriain siock-based compomation plas, he Fim
and uitlizes Empl siock irusts & jis discretion, The asscts of

Ih:'l'.mpluyec unckm ang cocsalidaicd and, a5 2xcly arc accounicd For

I
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mannct amilar o treasury stock, where the sbares of common sock
wutstsnding are offsct by an oqual amounl @ Common ok issued 1o
Employee stock tneses in the bulance shects.

The Firm uses the grani=daic fir value of stocks-based compemation as
b besis for recognition of (he sects in the Employoe swck irusis.
Subscquent clanges b fBar valoe are noi recognieed os the Firm's
sinck-basad plans do noi pernut diversificaison asd must
be setiled by e delivery of o fised mamber of shares of e Fim's
o sock

Beferreal Cirsli-Haved ompensation

e P fer delemed cash-hansed compenmiion pans s
leulated Based oo the 1 valug of b owand pranted, sdjssicd far
changes in the fudf value of the referenced isvestments. For winested
wwards, e exponse 15 reoogiiesd over the smvice pood using the
praded vesting ansibution meibed. For vestod awands with only notosal
carmings en the imeestments, the expemse (s fully
In the currens period. For year-cod awands asticipased w0 be granied 10
resiremeni-cligible conployoss under awand 1enms Bal &0 not contain a
funure servios nequinement, the Fims sccrods the cathmated codt over the
course of the calends year precoding the pramt date, which refloes the
persad over whach the corpecisalion 18 carmod.

The mem:lnml;r u.l-l'p1'|n|‘:||-l i rmvestmicms o other financal
instrments B ¢ ity hedpe fts oblig under s deferrad
caskrbased compensation pl-x Changes in value of sxch imasimenis
made by the Finm are recorded in Trading revenues and Invesimenis
revenucs. Changes in compensation exponse resaliing o changes im
ibe fxir value of the referenced imvestments will penerally be offTaz by
changes in the [ir value of mvessmers made by (e Firm However,
ihere may be a fiming difference b ihe i fimic rec al

Morgan Stanley

The Fimn recopnines oot deforrod tax asscls bo the extent dhat il belioves
these assctd arc morg bkcly tham pot 10 be realiccd. [n oaking sh a
detcrminaticn, the Finm considers all mailible posstive and negative
evidenoe, includimg foture reversals of owisting Eaxahlo  lemopomry
dilferences, prajecied e mxable income, e planning srsicgics and
resulis of recem operations. When pﬂ.{urrning ihe asscismeni, the Firm
comsiders. all iypes. of defermed inx saets in combination with each other,
regardless of the origin nrlh: mdﬂl} hqmn- ﬁl'l'm'm ira
deferned lax asset is d lisahl ance
s extablished. 17 1be Finm ulnrqmﬂydﬂunln Ihnl il wm]:dh:ahkrn
realing deferned dan msels @ oexcess of their net recorded amsount, il wondd
make m odjustment o the delorred ax wss vahaoion sllowsnce, which
would reduce the provision for income taxes

The Vinn recognizes inx expense associmid with plobal imtasgible
borweinaed inconse provisions (SGILTT) incleded in the Tox Cuis and Jobw
Act “Tax Act™pas it is incumed as pam of the ourven ingoene 1aes 0 be
pald o refundied for the curress periosd

Uncemais wax posizions. are seconded om the hasls of 8 rwo-sep process,
sty 1) e Firm. dotamnings whether i is mone Bl than nod ght the
tax posstioas will be sustained en the basis of ke techaszal meris of the
possilbon mnd (2) lof Eose 1o positions thal meet the moee-Likely-fhas-not
recoygmition (heeshold the Finm recopniecs the amous el 14y
benelin that ds osone than S8 Dkely 1o be scal wpon ulumang
selement with b related tax awthoriny. Interest and penalisss related 1o
usreeogniacd tan benclns are classificd a8 provision for incoms e

Notwilhslanding b above, ® oy be appropniale o reeord fulerc
odjustinonts mmde b0 amounis relsad w ihe Tax A a8 an adyustinent 1
meoane Gix cupenas (honefil) (rom continuing operations. in the

pr.'nnd ihe adpsiments mre defermaned, depending on the miere. of ihe

pains amd lowses o the Fim's i and the deferred rec i
af the relaied compensation expense over the vestimg period.

Imioamie Taves

The Firm acoounis for iscome mx ¢xpense (bene ) usang the assel and
liabétiry method, Uinder this method, delierred mx assers and liablines ane
recorded based upon the temporary differences between ik Finsncial
smtgment and incoms: iy hases of asseis and labslines wing currenily
cnacied iax raes in effeci for ihe vear In which the differences are
expocted 1o revierse. The effoer of a chanpe iy rates on defemed
asscts and liabilaics i recognamed i ingome mx expense (benefit in the
penod that includes the enactmnesl &g, Such effects ane oondkd ia
imcoing B expense (benefith o continuing operathons rogardiess af
whete delermed axes were onginally recordod.

o reasom for ihe adjusemen.
Foreign Carrencies

Assgis ond lishilisies of opemtions with non=US  doflar Tencisomal
curmencies ane irmslaicd ol year-end raics of exchange. Gains or loeses
resulimg from imanslating forcign curnency  financial simemenss, ned of
hedpe gains or losses and relued inx effects, are refecied in ACCT, a
separate composerl of Morpan Susley Skarcholden” equity in the
balange sheeis. Gains or losses resulting from remeasuremeni of forcign
curmency mansactions are included in net incoeme. asd mmounis recognized
im the ingome wiscmcm are tmnslased a1 the et of cxchange on the
respegtive daig of recognivion for each amoam,

T Thecemabeer 200 7 Form 108
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Accounting Standards Adopted
The Finm adopicd the following accounimng updaics in 2007,

o fmprevemenis & Empleyes Yhore-fosed Peymem Accomnting. This
scooimling updme, sdeqmed lomuary 1. 2017, simplifles the accommiing
for employee sharedhssed munrds, imcluding ihe recogniton ol
ferfeitures, ihe classification of relaied mcome 1o consequences, and
ihe clussilbcmiion of mxaclyied cush Dows within the caah low
siplgmicnis.

Begimming im 2017, the ingome wx consequences relaned w shase-
based smards are requingd a0 be recognized in Provision For income
tanes i (he kngome stmemests upon the conversion ol employes
share-based awands tnstead of Addiional paid-in capetal. The isnpact
of the income tax comsequences upon convershon of the awards may
b eithir a benelin of & provisien. Convershon of employvee sharg-based
awards 10 Firm shares will prissarily octus in the firs) quaner of cach
year. The impact of rocognicng envecss lan bemefig upon comersion
of awards an the gEne in which the sicounting update was adopsad
(iheee monihs cnded March 31, 2007) was a 5112 million beneln 1o
Provision for meoes: s, For full vear impact of Uiks diserese tax
emy, 368 Mode 21, The clsilication ol cash Nows [rom cudos fax
betse s wes aniowed Erom the fnancang soction 1o the operating scotion
of (b cash ow statcmonts, and was appliod oo a petiospedtive basis.

In addition, ihis img mpehiie pormmiis am enidty 1o clect wheiher
o conlimse s esiimaic ihe solal (efcires, or o accouni for
forfeitares on an achml basis as they ocour. The Firm has clecied (o
acoount fior forficitunes an m sctml basis os they ocour. This change is
requtined 40 b applied wwing o modified retrospective approacl, and
upon adopiion, ke Firm mecorded a o e calch-up ady
decreasing Retaimed camngs by approsamaiely S30 millson net of
mcroasing Additional paid-in cpital by approcimakely 545 million
o incremsing dzferred tan assets by spprocimaichy 513 million

Decemten 2617 Foms 1K

Morgan Stanley

» Sdafement of Cavk Flows—Restricted Col. This accounting updaic

roguaings thal an cntity include im its ash and cash equinalnls amounis
that are docmed 10 be revricied cmb and cadh oguivalings and o

a recondilinioa of such amouniz in the cash Now sakcmcnts.
The Firm carly sdopied this scooumimg epdaie in the fourth quarter of
217, Prior gperiods were rorospeciively adposied o conform do ihe
ourent penod | doption, the Fom reconded an
increase of 529 hillion and a decrease of 5% 1) ballion in Wei cash
provided by {used lor) ing activilies, [or the wears ended
December 2, 2006 and 2015, mespoctively, These  impacis  were
primurily relaicd 1o reclassifyang the changes in ihe Firm's Resiricicd
sk halmce from the operating socison (o the cish snd sk equivalent
beilamcies within the e floo statements.

I Tax A thig fevplicarbons of the Fax Cuts and Joda Aot
This SEC Seaff Accoumisg: Budletin addresses the recopniton of the 1
eifects of the Tax Ag in the pericd of coaament | 2017), It allows
companics 10 book provisiosal estimaes of the ¢ffecis. or 10 repon tha
their accounting is incompleie when issuing fearcial smensnis. Tothe
ewicmi thay provisional estimaics are booked, B allews o oo year
measurement penod during which any adjwsments made 10 provicss
provissonal amounts would be recorded a5 an adjssiment 1o ingoens tax
eapense (benelin lrom cominuing operalions i the reponing perod the
adjustmemts ae devernmned. The adoplica of this accounting paklasce
i the feamnh quanes of 2007 did nol have a nmicrisl mmpect on the
Finm's nasgial swascemdngs,
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X, Fair Values

Fair Valwe Measuremsmis
Walustion Technéques for Assats and Lishiltkes Measured 31 Fair Value on a Recurning Baais

Morgan Stanley
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Notes (o Comsolidated Financial Statemenis
Fair Valwe of Investments Messwred af St Assct Valee
Investments in Certain Funds Weasured at MAY per Share

Al Decesmliar 11, 2007 Al Desemmiar 31, 2008

F"h ~Fakvaue  Commimem i Vs Commiman

=ty 3 O1ET4 L Joe 5 1568 ¥ 235
Rl 1 183 1,103 138
batge” . 4 W7 4
Total [T §___dek LI T4

1 mnwnmh-ﬁtblﬂdmuﬂupﬁm
iR crabrel an meter foe wEdnreieg Fem B e durisg o codany Sl e
o rww o e rece—phor gk et D aey rpdesepbon date reapmsieniy

Private Bquity fFasls,  Funds that pursus omaltiple seaiegies, including
leveraged buyvouls, seniure capiial, imfrastnecvare  growsh capial
distressed myveatmens and messssing capisl. s sddion, ihe funds may
be sruciurod with a focws on specific domestic of forcign goographic
fegaas.

Kl Exdafr Frfr,. Funds (hat invest lln real eslaile asicts uthm
fal office budldings, retail prop li-frmily resids

pmpuﬁu ﬂmlupnul.:nrhulnh 'Iuad:i'hml}nfl.uﬂl.m:}b:
struciured with a focus on specific geographic domestic of forcigm
TEEaNs.
hwhmmmmt}'mrmlml:ﬁmdﬁummlkmm
redeemable due to the closedended mnoe of these funds. Instead,
disrributions  from each fund will bhe received os the underlying
imvestmenis of ihe fends are disposed and monetized.

Nwdpe Fomd Fusds the porsue varous isvesomest  sirbcgics.
ngluding losg-shon equity, fed incomecredin, cvent-devwen and muli-
SEmICEY,

Hopredeemable Funds by Contraciual Maturity

Fair Vol 33 a7
L T e i E
51“'!‘*' 105 oL
i o— 7 1

[heormber 2017 Fonm 10K

Morgan Stanley
Fair Vakue Option

The Firm cleciod the [ir value option [or cermaan cligiblo instramcnits that
are sk mamapged on a i valee basis o0 miligalc income sivomeont
vobitility coused by moasarement basis differences. between ihe cleoied
imtrumenis. and (beir associmied msk mmnspoment tmmaolions or o
clmminaic complexiites of applyimg certmn socounimg models.

gs Impact of umder e Fulr Value Dption
il
T [ L
. Dy [Epanas) ... B
an i r ] e . = F
g i e (-] b | 1
Cummrwetn 1] = ]
Sovurfics sckd ardor sgreseTETE
W L] (Ll L]
- il Jmes
Socurfies purctaned
q_nlu:-u'ﬂ 1] [= 1] L1 ¥ i 4
o (L] A 0]
n : a L] i
. Tl 11 [LEiey
Sevurfrs potmed U
-I;d L} L] L] ® 1 L
a - 1 L T
2] FE] =] =%
VDO et POV, e (1WA, g s s e, O] @, when pmaiesl o Toacing

i 2003, resiiond and urenaiioed DV parm. Somcs| same mocceded 0 Teading rreenoo.
Haw Farta 15 kv b mioresfon

Giains ilosses) ang madnly amdtnitable oo changes in foociEn cumency mic
of imcresl mics of movemenis in e reforencs prce or lndex for
Bormvwings befisee the impae of relaied hodpes.

The amounis i the provious lable ane mcludad within Ml rovenucs. and
do ool rellsdt any gains or hescs om rclaled bhedging mstnomkuls. [n
addition 1o the amoants i the provions sble, as discussed i Mo 1
imstruments within Tradmg assets of Trading labiliss ane measunod o
Mair valoe.
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e e et b ] ¥ -
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Fimancial Instruments Mot Measurod ai Fair Value
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The peevious ablss exclude corimin feancial mstnaments ssch as equity
method Enesamens and all son-Tmancial asseis and habilines such as the
value of the long-ierm relationships wilh the Finm®s deposin customers.
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4. Derivative Instruments and Hedging Activities

The Fum trades ond makes purkots ghobally im listed fubares, OTC
swaps, forwarnds optons and other dermvatives referencing. among ather
\hanps, inleroid dalod,  oqailicd,  Ewiondésss.  mnestmon prade  and
mmmtmgmd:cﬁpm:l:uﬂu.lmhmb,bs amed oiher

SECHTHICS, markei bonds and koans, credid msdices,
.'A.B\thrﬂ,p'npﬁf;ﬁud.uzxmnwr!hlﬂ]:nd other ABS, and real
cilaic loam produscis. The Finn uses these insinomenis for marke-
makimg. (oroign ceroncy cxpisure mamegemenl, and assch and liabidiy
NENAgemEnt.

The Finm munages its marker-making pasitions by emploving n vanety
of risk mitigation smiegics. These ﬂm:pﬁ include dversificaiion ol
risk exp and hedying. Hedgimg sciivithes consisi of the porchase or
m]:nl'pu&lu:msh n.'hnpd:-uclmhﬂ.and firanc inl msruments, including
a variety of dervasive products ey, fiotures, {oreards, swaps and
aptions]. The Finm mamages the marker risk associmed wich its markes-
making activites on 3 Fimewids basts, on a worldwids iading division
level mnd o e indivadual product basss,

[heoember 201 T Form 10K
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Diertvathve Fair Values
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Notes to Comsulidated Finaneial Stlemenis Morgan Stanley
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Dervathia Motionals
Al Diempar X1, MuT -

The Finn befieves than the notioral smounts of ihe d&erivative conteacts
generlly oversiile it Expasre.

For infomuibon relaiod 1o olfsoning of conam collnemliond ransactions.
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Trading Revenuss by Preduct Type
1. mloen T b L1
P 5

Firson aschargs conk e T 1,854 W

e s e R e

et mordrcty. 118 I

g FLE Waow  § Rae
eals 21 8

E e iesoe & i

i

e e ke adlen ot moed s vale dondacts
N7 el M mmhﬂwu-muhm

el Mg meml OF £ b Al drd | i i |l e i
sl W-ﬂmnnmmw ‘-J’l‘.\.ﬂmuﬂﬂ
RSN | R MR ST TIROY SaAEE T P FOOES EETSTE e rete 1% b Lo
-

penomlly uiilizes fnancial mstroments sérodd & vandy of prodect pe
in connection with s market.mafng and related nsk mansgement
strmiegics. The tmding revenues presesded im the able arc not
represcmiative of the masmer in which the Finm manapes s business
activilics and arc preparcd im @ masecr similar o the proscatation of
irnding revemucs for regulalony reporting. purposcs.

Credit Hisk-Related Contbngencies

In eonnecson wilh cemsin OTC mading apreements, ihe Finn may be

w provide sddivonal collmeral o Immediniely seile any
auistading lesbslity halances wilh comain counserpanics in the evem of a
credin mnsg downgrade of the Fiem

The fialhow ing table peesces 1he apgregaie faie value of cenam derharha
ity Ihal fomamn el mek-relsed continpent faanses thal ane ina
nel liabitiy position for which the Finn has postod collateral in the
nortial conrse al b,

Ml Derteative Liabilites and Colateral Posted

B Ai
Dt aamaay 31 Deaiater 11
§ n ey et 204
ol Amrrlivs bab e~ Cw
ST O G T L] HATE ¥ 2R
Ereat paaden ST e

Morgan Stanley

The additsonal collmoral or bermimation paymionts that may be called m the
evenl af @ fuluce crodim mling dovwngrade vary by domimel aod can be
based on mtmes by aibor or bolh of Moody's Invesions Service, Toc
(“Moody's"y and SXP Global Ratings The fdlowing table shows the
finture poteniinl ¢ollstor) amoumes and (crmination pamonts. it coald be
called or requied by s or enchange and  cleanng
capnnizations m ik evenl of one-noich or iwo-aoich downgrade scenarmo
based am (b relevant contractuad dowmgrade iriggers.

In or Termiration Pay upar Poserrial Future
Ratings Downgrade
a4
Drniirmiai &1,
E.--n 5 mir
Bl diagrets ey i3
ke - P oA woe ]
et s W o e el il iy i gl

e parly. B rart; |hees prawe towecrwie
"w-hnl-lbrhrrnh“hﬁd'_mm

Crodin Derivatives anil Other Crodin Contraos

The Fimm enters fum crodil derivatives, peincipally CDS, wnder which it
Feceives ar pravides prosceibon apainst the risk of defimll on a set of debe
olslipations fssued by & spocifed rolerence ety of enlites. A majosty of
the Firm's counterpartics for these dervatives are anks, broker-dealon,
and indurance and other Anancial instsulions.

P ion Sold ansd P | with COSs

At a4 T

Chaasty | Adedebily
§ = rdma I.% Pyl %
=y [] in
Ircieg e Bl LEr ] g I 209
Tearetad rebon ol
Ambrt 1
il [1 [T} A1
mﬂi"
n-Eancthed reies
o] fulabnss]
el
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Morgan Stanley

indices and baslocts, and cash posations. Agerepaie madkes risk s have
boen cstablebed for crodil domatves, and muackel sk messunes arn
routingly monitorod apainst these kimits, The Finn may als cocover
ooty o0 the underlying referonce obligntion delivored o the Firm
umder U1 where credit protection was sdd.

Faar value amounis as shown m (e fable below are on o gross basis prior
o cash coldlsteral or counterparty netiing. In order to provide o indicaison
of e cumeni payimenl sigius or perfommnce msk off the CD%s, a
of C0Ss based on the Finm's ingrnal crodit mitings by

Thi purchase of crodit prolixtion docs nol reprosent the solc mannor im
which the Firm risk manapcs its expodare o crodil dearivatives. The Firm
manapes is cxposare 1o hese dorvative contracts through o vancty of
risk mitipation sirstopics, which include moanapging e erodit and
comclaiion risk scroes single name, nonsirmched indioes and baskeis,
irmmched

eament grade ond gmde is provided, Iniermal credu
mlings sene g5 the Credit Risk Mansgemes Depariment's ("CRM™)
nesgssmment of credi risk mnd the hesis for o compechensive credit limits
frmmework imed o conimd credin sk The Finm s quoniitative modets
ond judgmeni #o esiioaie the veroes risk paramcters reloied o ench
ohlipor,

Credit Ratings of Reterance Coligation and Mahsrites of Credit Protection foid

1 mifnae Less Ban 1 13 pL] vy § Total
rame
IFrESITIEN graoe § TRA4G § TOTME S MG 50293 K 19S0ET 8 (1040)
MET] 1 T T
ntal namE B OTMOGD O F MEAE  F o LREEL B OMEIE F TN
anad haskel
Irvepsament grace 5 25X 5 MM S X080 3 GO9S 5 G274 5 B4G)
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Ui Comirmets

Negle MNowe CD8, A CD% prowccs the buyor apemst ihe bkos ol
principal on 5 bond or loan |l|:n¢'n.l'pdnfuu]thy1h¢um T
projection buyer pavs o poriodic prominm {generally quarterly) over the
lele of the comeract and i peolected for the period. The Fimm, in e,
porforms under @ CDS5 il & oredii event & defined under ihe contract
OCCUrE, rm:Mnmmum,mmm
insolvency of the relerenced emtity, (hilure 1o pay and restnschening of the
obligasions of the nelerenced entity

Inder andt' Masker £05  Index and hasker CDSs are produces whene
credis prosection & pronided om0 ponfolio of single name COSs
Generally, in the cvent af a defliulx os one of the underlying names, the

Firm pays & peo i p o b 1oaal | afthe €S
5, Investment Securitics
AFS and HTM Securities
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Morgan Stanley

The Firm also enters inbo tranchod index and baskel CDSs where chodi
prolcction i provided on a particular porikm of he portfolio lod
dsiribution. The mosd junscr tranches cover immtial defaalis, and ooce
besses excood the notional of the tanche, they are patsod oo bo the noxt
el senior rancke m the capital snec e

Clroali Proviecnion Sofd sty LN and CIND. The Firn has imvesiod m

CLis and CDOs, which are hybrid mstruments contaming  embedded

derivatives, im which credil prolection kas beon sold o ihe issuer of the

noge 7 (here i o eredit evendt of a reference eniity undertying, ihe

EIE!H“II the principal batance of ihe vote may not be repaid i full o
irm
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T and ofer 7T T 1008 7 [ A5
oAl AF G DEbE SeCuTEy 40,550 [l [FF5] i [N IEY T
AFS secunties E (] = = 3 8
% 4,595 i) FF] T BT il
e unties
LS. goesrnment Snd agency seouries.
B Timamry s it B 8T 35N _— - £ 08T 3
s 0813 frd = - LT Fs 138
Toeal HTW securmes Eﬁ [H] = - VE Bl A
] ] THl & toa 7§ oeam 8 L0

The Firm Belscves ihere are no seowmties in an unrealized loss posniion
thal wre cthes-tbans-icmporarly impaired aficr performing the analysis

the met werealined bosses reponied in the previous hic s primarily des o
Iigher inecrest rates since ehose scourities wene parchased

described in Note 2. For AFS debi securities, the Finm docs not imend io

sell ihe seguriies and is ot likely 10 be regained to sell the socuriiies
prioe 1o recovery of amonised cost basis, Funbermore, for AFS and
HTM dehi securilics, the seoumtics hanve ot eyperienced credin losses. i

See Mole 13 for addisional imformalion on secsslics issucd by VIEs
mchuding LS. agency morigage-backed seounitics, non-spengy (MBS,
mile baan ABS. CLO and FRELP snsdent loan ABS
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Investment Securflies by Conlractial Maturfty

Asorag
- ot Ly plos Yol
& grensewme] ad mgecey
5. Trksh sy sovertas.
i =t ¥ yoar i s + aan Ty
Ao | pras Beough 8 year, EreT T 8%
e S puatn Brragh 10 prare Eus AT 1%
[FE] BTy BETLETAY
Ky s Y il a5 10%
Al |y eough Sy TARE 24TE [T
Ay 3 prars gougn 10 v 1288 L 1%
A 10 1 E 18%
Eu-ﬁ RTINSOy
L7 L. 1 1%
[N p— ] E] L)
Mgt 8w Temgh § e an e 14%
";&mw‘t ] ] LY
ABai E3 qmary a7 1%
Tote :H 1333
—r—
e
] £ el T
—tR B T 1 1 1rs
o e x et
Bhm wiih | oo an - 1%
b 1 e el s (ET] 120 %
Wit & i [T} 1) L
(Fi ] TaT
(=]
Al & prary Bumugh 10 gar 2 b1 1.8%
Al 10 E E T
‘whdan! s MRS
b 1 it Briasgh i pren. L] a e
Aler L ypsars Fomegn 10 paarn |: 'm m
e T Ko i
W [}
HE q
=T C) CE T
ug i
Toamnar s pecLress
i wifiven | o o - 1.5%
Al 1y Beinsl B s s LT 1%

Dheceemibed DOLT Forss 1K

Morgan Stanley

S pmny
AFar 1y Bndigh B pean Ll Ll EL]
AFpr & ypaars Beough 10 years L] ITS i
E ] _m EALY
'I'Emnlﬁﬂ = E iR
Taal HTM sacuriess %
Total invenimard s i T — (R

Gress Realized Gadns and Losses on Sales of AFS Secarnites
S - —-
- o 3 — s —
Giross realived paims and losses are recognized in Ciber revenues im ihe
TG DR ERERETETIES
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6, Callateralized Transactions

The Finm colers intd socurilics purchasod undar sgoomosts o rescll
soouritics sold under agrecments te repunchase, secuntics borowed and
sexumifticd. loanod transadctions &, among olher thisgs, soquire soéuribs
1o goner short positions amd sciile oitber securitics obligainoms, @
acoommadaie cusiomens” neods and io [inance i inveniory positions.

The Firm mansges credit exposure ansing, from sech trmmsaciions by, in
APPOPIIC CIFOEmsiances, eering imle masicr noling agrocments and
collaiem| sgreements with counierpariies tha provide tee Finn, in the
event af n coemuerpanty definlt fsnch as hankrupicy or & counerpany's
failure o pay or perform), with the right 1o net & commierpary’s righis
amd obligations smder such agreement and hiquidie and se1 off callaieral
held by e Firm againsi the net owed by the © Ty,

The Firm's padicy s peneradly w ke possession of seoumiics puschased
or borremied in conmegtion with seouies purchased under sprecments o
resel] and secuniiies bomrowed ransactions. respecrively. asd 10 recgive
cash and securities delivened wnder securizics sold under aprecmenis io
repuechise  of securities  loaned iramsaclioes  pwith  righis  al
reinpothecalion). [n cemain cases, the Finm say be pemmimed 1o post
callaeral 10 a thisd-pamy cusiodisn under a 1 arcangement that
ciables the Fim 1o take conired of such collieral in the event of a

commerpany de it

The Finn also momion i e value of the undérlying scoaritics as
oampared with 1he relalod reecivable of pagable, inchiding acercd
interesl, and, 2 neccsary, rogquosts addilional collaeral, aa pronddod
unider b applicable aprooment 18 omsore such  Iramssctons ane
adeqmiicly collaleralined. or the rebumn ol exoess callaiéral.

The risk reluied ioa decline m ibe markei value of colk | | pledged or

Morgan Stanley

ings of lcss Buid asscts. The Firm considers the quality af collaséeral whon
negotiting collascral cligibility with counterpartics, as defined by il
fundahilnty eriterie. The Fimm ulifines shoro-lom seowred finanding For
laghly liguid asscts and has catablished honper tenor Bmits for less liguid
nssots, for which funding may be of risk in the svent of o marke
dsruption

Diffseiting of Certain Collateralized Transsctions

aa H

Qas Aot Amouds Al Nal

= Fuliwm AT Proweisd  Hol OFwsl'  Amoanis
BB i )

ok mreE T

vl §wpa § TH] 8§ RIW
OB e i 1nA mAzp R ﬂllp'“ i.ﬂ
Luaires
Tea AP, k) b

EFTEITETES

pschas, !-ﬂ"u: SUMTEEL 8 HAM B LMT BT
i ¥ i gy reasd L
S ¥ i e ] L]
& o muler 53 = H [Ty
R v T

Al Dscowrbs 30 T30
=
Groan Aty k]

] Hal
i-n-u Aty [ Prowsrdeni ol OFsal! Ascunin
Segurtien jotimasadd

receivedy @ managed by sevling appeoprinic. mmke- Pased I|.1.l1.'u|.L
Imcreses. im collaeral rrmg}nnlhmlm fingncimy duc o markel
value declimes may be matigated by increases in collaicral mangin calls
am securifics purchased under agrecnents o mesell and  securities
bormowed trmsactions with similar quality collnieml Addidonsdly, the
Fhmmrmmﬂhﬂ@l}lwlhwmm,ndbewﬂmﬂdm
higher gaaliiy « 1 rights in the
underlying ngreemenis.

The Finm acrively mamapss s seourcd fimancings in o masser thai
reduces the potenial refinancieg nisk of securcd fnang-

ks mar s b
. §IEE B 3933 % M 3 moes B RS
Sorurtas bt mred 12083 e M MRS B2
L e
Baurms wcid ure

1M B RN 1 HEd @ el 0 s
Securtem owad L] I 14 1 174

] mamler

5 ¥ s agp A § TS
B a T Bt 2381
L. il i gy L] £.500
Sowaris el L

For information relased wo offsemng of derrvatives, see Nobe 4,

133 Dheeanher 2017 Form 16K

397/476

EDINETOOOO
000000000 m0(eos871)
Oooooooa



Tabile of Conterda

Notes (o Comsolidated Financial Statemenis

Maturitics and Collatoral Plodged

Gross Secwred F 0 Bal by g Co Waturity
”Wi. HE
i ki
“=h“ﬂ § odnaar ¥ LR R R
b ey o] (TR ‘H 180
Tris ey o T e
Sk 1 34T ¥ AW 5§ odder LR E LY
iy bbb
b et ponuifien ooy
leﬁ 37, 2y
Uil Liwa Bun -]
[ awd x i Toisl
LD R L T TR T B E L]
o s i e [T} T By ] FrETT)
Tola wwntet o o Pamrir
i marn IoSime 3 NS BISN 4 1S
Trxdrg rabes — Cingance.
I reRT senri Peve
] 7553 - = = e
- S N B T R
droas Becwrad Firancng Balemees by Class of Collaters] Pledgad
L] L
Curtmbert 31, Bicomber 31,
= £ zw
U 5. govermen s agency scuribes ] 3 { a7
el P e e Faal )

[ o e

ecommben 2617 Vo 1K

Morgan Stanley

Assets Pledged

The Finn plodges us imdisg asscts and loans 1o collscmalics soomnnics
wold mmder agreemenis (o rcpurchase, seourdtics. loamed, othor socured
financings and derivatives. Cosmcrpartics moay or may ool love the right
ta =2l or repledse the ollaieml

Medped finsncial insinumeenis ihai con be sold or repledped by the secured
panty nre entificd = Trmding ssers (pledped 1o various panies) in the
Balunce dheeis,

Carrying Value of Assets Loaned of Pledged withcut Counterparty Hight
ta Sell of Repledge

*rﬁ [} i i
e — S

Collaternl Received

The Firm recefves collateral in the fomm off securilies in connaction with
sccurities puechased under agreements d0 resell, sccuritics borrowed,
securitics-for-socurithes ransaciions, derbvaiive  rEnsactions,  CusONLr
euargin boans and sccurivics-based lending. In memy cases, the Fom i
perminied 1o 51l or rephedge these sevurings held as collaeral and wse the
secunitics 1o secung secuniiics sold under agrocenis o purchase, w
cnier imo securitics kandimg and denvative mngactions or Tor delivery w
counerpatiss v conver shom posilices.

Fair Value of Collsteral Racelved with Right 1o Sell or Replecige

- &
Dt X1, Chsssstitos 1%
+

Egmwﬁ r v m e
Enfeinm o et o g Pepasiged TR A
Comceniratinn Risk

The Fimm is subjeol ie comcemmoon risk by holdmg lage positions m
porimm I;-'pu- ol sccuriiies, Iumuu'mmﬂn'mllnp-fhmw:mim al
0 simghe isspcr, including sovercign povomments mnd othor cotitics, issucmn
bacaied in o pu.rllr:uln coumtry. or geographic s, pu!hlhc md privaie
ssuers involving developing or i engaged | s particular
imdhuiry,

(53]
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Concentration Based on the Firm's Total Assels

a1 e
Decembar ¥,  Dacomber 38,

o7 08
Tuiding msaets.
UG goasrmmmas ard Sency SScLMES @ad ohes

A Tgn u Lo L]
Capllalnrpl Pl dpsi
[naale agreemnis snd Bends bompomd 15% -]

R et sprvian B L1 B dpeie il Il
rmum—nw Tu UE pesivwed nled agraes = e v
A

Pesithons mken and commismenas made by the Firm, including posaions
taken and underariting and financing conumiiments made in conmection
with ifs prinale enuity, principal isvesimens anil lending aciiviiies, ollen
imelve substaniial amounts and significanl exposune 1o mdividaal
issmers and hiusinesses, includieg now-invesimens  prade issmers, In
sedditiem, the Firm may onginase and‘or parchase cevinin residestial and
commercial morgnge loans that could conmin censm terms and lenines
that may resull in sddiiosal credin risk as compared with mong
iraditional rypes of monpapes. Such verms and feanires may inchuds
loans emads 6o borroaers sulject 10 payinent increxses of loans with high
lean-in-value rmios

Custemer Margia Lending and Other
Margin lending allows elionis 1o borrow apainst the value af qtnllfyuu
i Custamer

sooumitics. loaes are imchsded willsn
mecivables @n the balance shecis. Under these ---lnd

Morgan Stanley

Marpin loans are exiended om a demand basis and are ool comimified
fcilies. Factors comsidered in e roview of margin boans arg ihe omount
of the loan, e intended prarpose, the degroc of loverage being coaployed
in the goooum, and mn overall cvaluation of the pontfolio 10 cnsane proper
hul.hﬁcl'uni of, in e ose of r.\unnen.'lmd pﬂIiIDﬂL npplqm.lln
Herk of the undertying coll ; ging

reduce risk.

Underlying collaierl for |||.l'rF1 l.n.ln [ n-.sw-“! with tespea 1o ihe
liquidity of the proposed o vl ol securinies,
hasioric srding mnge, volailioy a.nn]yr.u and an evinlumion of indestry
concentrtions, For these ransactions, sdherence o the Time's collieral
policies significesdly limits it credil exposure in ihe event of o ousiomer
defush, The Fima moy request additionsl mergin  collmeml  froe
cisiomiers, il nppropriste, and, iF necesary, may sell secunies thai have
nod been paid for or purchase securilles sold Bul moi delivered from
GIEETIET

R et
] [Ty = iy sasm

(Hher seoamed fimoncings include the lishilities reled 0 tmnsfers of
fmancial sssevs thai ore socounied for a5 Mmescings miher ihan sales,
ponsolidsied VIEs where the Firm b deemed 10 be the primary
beneficiary, and cemain FIY and olher secured borrowings. These
lighilivies are genenlly pavabde from the cash Aows of the relaied assers

\rmsasctions, the Firm roccives collateral including LS. government and
apency securitics, other sovertign povemmin oblipations, corporms and
oller dicbt, md corporate oquitics. Customer roccivables penoraled from
margin knding sctivities are collateralired by customer-ouwnsd socurie
held by the Fimmi The Fimm iomilors coquined marpm Jevels and
cximblinbed crodit termis daidy and, pursuant 1o such puidelings, roquines
ousivmers 0 deposit addiional collaseral, or redece posdions, wheos
nECEssary.

d for &% Tradieg assets (see Motes 11 and 15),
Awstriciod Cash and Segregated Securilies

m:!

=T ) 1?‘lhlll'
e |

1 'l-qr-lm-n- gt o s Favis LI B Bk chiers. e mct e
BT prurthrate Unge STty T il 5 Tradng Fussk i fe Lancs S
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7. Loans and Allvwance for Credin Losses
Loans
The Firm's Inam portfodio consists of ihe following nvpes of inees:

= . Loy looms. iy mxlude commercinl  and
induserisd lending used for general corporate parpenes, working capial
and lupsidivy, eveni=driven loans and asset-backed lending producis.
Event-driven Inams suppor cligst merger, acoaisiton, recapitalivaion,
or profect (inmce aciivilies. Corpormie luns are smuciured as
mevoiving limes of credil, leer of credil facilides, term boams and
bridpe loans. Risk factars consldered i desermdning whe allowascs far
corpoenic loans include the bormower's flsancial sireagth, seadonity ol
the lean, collmeral rype. vaolaiidity of collmeml valse, debe outhioa,
covenanis and counicipany npe

o Comaener.  Consumer loans include wmseeursd loass and soowntics-
arscad femdinng, wihich allows clicnts b boerow moncy against the value
of qualifying secumics Sor any suitable purpose aiber thas purchasing.
iradifip, of CAFTVing sedufisés of refinancing detil. The
majority of comsumncr loans are stuctired os revolvang Lines of credit
and letser of credit facilitics and are primarily offered diough the
Firm's Portfalio Loan Account and Liquidity Access Line prog
The allowimes meibodology for unsecured loams <omiders 1he
spokilie abtribules. of the loan, a6 well @ the bormowers souree af
repyinenl. The allowance methodology for securitics-based lending
conmidors ihe collateral iype underlying he boun (eg., diversiled
securilics, concontratiod securithes of nencted sock ).

* Residemiind Beal Estan.  Residential real estate Joans maimly inchide

nan=condprming residoniisl mongzgs boans consadors soveml facions,
including, but ot limited fo, loansiosvalug miso, FICO wore, home
price index and delinquency sisius. The methodology for HELOC
comsiders credit limigs and uidization rates in sddion to the factors
comsidered for non-conforming resideniznl moripages.

Whaslesale Real Eviode. Whislesale renl esinie loans mclade oamers
peed boams and income-producing Inans. The prancipal risk Dactors

for detenmining the allowance for wholesale real cetaie Inans arg the

underfying collaieral type, loam-bo-value ratio and delts service ratio,

Mhecermber M5 T Form 1-K

Morgan Stanley
Laans by Type
T
Towrm eld Twuaiz
o d b ewirery for Sl Tl
— T s T e
[ p——— 00 = ]
e =] T mAm

e -
o — ——
Lasns by bvloneat Rate Typa

e e

Sge Motz 3 for funther mibnmmtion meganding Louns and bending
comanimeents held an fair value,

Crrdlir (uality

CRM cvalsitcs pew oblipos bofore crodin mssaciions. ane initalily
approved and at least annually thenealier foe cospoeme and whoksale real
cstae lpans. For corporae bnass, ceodit evalumions npically bmvolve the
evalustion of fimancial stemenis, smscssment of feverape, laquidicy,
capital strongih, asset composition and quality, markel capiatalization and
nceess o capital markets, <ash Mow projoctions and debs service
Foquipcrcnss, and the adoquacy of collateral, if applicable.

&6

400/476

EDINETOOOO
000000000 m0(eos871)
Oooooooa



of Conterda

Notes (o Comsolidated Financial Statemenis

CRM also cvalumics serabepy, market i industry o

MMrmwmdnﬁnﬁmlhlmld:ﬂm aobhprl
risk profide. For wholesale roil ctate Joans, the drodil evaluation is
focmtod oo proparty and iransscton metrics, inchuding property type,
loan-ioevalie miw, occupancy levels, dobi sorvice mtio, perovailing
capitslizaiion mics snd murket dvnamics. For resideniial resl esinie and
consumer [sans, the intisl credis evabution typically imcludes, bui s ot
lemited bo, seview ol the abligors moome, net worih, Bequidsty, ¢

Morgan Stanley
Loans Held for nvestment befors Allowance by Gredit Quality
Al a1, a7
- & m
Bpeiaa murmon Rl [ - ] -]
Fedatar el k) - n e Tl
Dol T - - - T

loan-ip=value ratin and credit burean informazion. oredit
momitoring for residentil real estaic ks is performed al the porifolio
level. Cosvmmer lomn collsteral values are momiloeed on am- ongoing
hasis.

The Firm wiilises the follosing credin gquality imdicacors, which ore
caonsiseent with LS Bankmg sgencies’ definitions of cniticised
T in b= ceedii | e process. for loss hield for investment:

= Pasv, A gredin exposse rated pass has o contmsd expeaimtion of
sty repaytsent, all obligaons of the borrower are curnesl and the
obligor complics with makaal lonns and coaditioos. of e lending
SEICCERRL,

1w e Conturer  Mesl Eige  Haal Eviele  Totsl

Specas e F 1] 13 - F-31 ] &g
Bobeibnrarsl L ] - 48 L -] Akl
Dot ] - - - (]
Limis - - - - -

= Speciol Mentlon.  Exterssom of erodit that kave p il wrak
that deserve mamagement’s close atbention and, iF kil unconeciad,
may, al wene future date, resull in e deterioration of the repayment
precpests of collaieral position,

» Nufwimlared, Obligor b o well=defined wonkness (bl jeopandines
the repmyment of the debl and he a high protability af paymsent
defult with ihe disting possshilety ihai ibe Firm will susiaim some s
if noted deficiencies are not correcied.

+ Doubrfnl,  Int kmcs in the exp makes the collection or
repayment in full, bhased on cuming fais. condibons and
cucumstasces, highly improbable, and ihe amount of loss is unceraim,

linx, Exlensions ol crodil clisaified s loss are conshlered
uncalloetible sed are charped all.

Loans considencd as  Dowbiful of Loss are idered i
Subrslanddarnd baans are repularly reviewed For igaimsenl. When a o s
imgamed, b impaimeenl ©ondesssed basad on the prasenl walue of
expocted funire cash Mows discounsed al the lean”s efTective ingeres) rak
ot s @ practical expedicnt, the observihlc markel price of the loan of the
Eait value of the coflaseral il the baan is codlseral dependont. For Turther
Tl on. e Mol 2.

= Loy ansd Lending bedore A
A2 Dacsmtar ¥, 2017
fea= Coprwe  Fesbess  Tuw
W @l L] hL] ¥ - L] b
W 118 an AL
AR e " T
W iy (] - ] - i -
Wi vyt i — i
Al Dscwentn 31, 2218
2 GEprs Sam Prims I
A B 5 [ L]
Wt e k.l S
oy Ecmrrnts i g g
Wi o ] ] ¥
Wit shneance! ) — L5

AR B 0 e MO POy g -of @l Tet Ol veel e Wes & Ll

IN

=]
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Impaired Loans and Allowance by Reglon

] 11, mey
¥ v miicra Arrancan Ay ol
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it M, s
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Troubled Dbt Restructurings.
I M
o - o . N i
[ L] T L1
Letmbr cempr e aw 14
s B W el A I ¥
_ ok LLJ -

bmpaired loans and lending  conmminnents classified as beld for
imvesimest within corponmie loans include TDRE s sbowm in the
previous isble. These pestracrunings ypically include modificasons af
inggres! mles, collieral requingaents, ocher nan covemants and payiesnt
CHICTRIONS.

Allawanze for Loan Losses Ralltoreard
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Employes Loans
At Al
Py 39, ‘Pocermber 11

1.0 mlers T Foil]

G ] 4
Snaanca for loan cases i
sianea, ral ] l-% ] L%L—

1aim n Tk 0]

Empdoyee boans are granied i conjunction with & program ¢sasblished 1o
remin and recnsil commin cuployees, are full recounie and gencrally
requing penodic ropryments, These lcans are recorded in Clasiomer and
oiber peceivables in ihe balance shects, The Finm cstablishes am
allwwance fof loan amosmds i) does mod consider reconverable, and the
relaigd peoviston |8 recerded in Compensalion and benelits expese

8. Equity Method Investments

Morgan Stanley

Apcordingly, the Firm recorded increases im Hs  iovesimont, with
ng mereascs in addtional paid-in capital, reflocting the Fimm's
At shase of the incranse im the ot asct valuo of MUMSS. In the foarth
qaarior of 2007, MUMSS partially rodocmed the Cliss C flock ivenod b
MSMUFG, ond the Firm recorded s deorease in both il invesimend im
MLAMSS and additional paidein capiial of 571 millson

9. Gowdwill and Intangible Asscis
Cronilwill

The Firm comploted its anmus] gosdwill impainneni iesing as of July 1,
2007 pnd Jaty 1, 2006, The Firm's impainmen! testing for ench perind did
nod (ndscate amy poodwill iepainsent s each of the Firm's reponiag units
with poodwill had a fair value dat was subsimmiialty in excess of i
carying vabaz,

Geoadwill RsMarsard
Chrview
i il [ ] sl ] Tonmd
The Firm's invessmeots accoumed foe inder the oquiny methad af S Tmwse 13000 T == § 553 1 e ow e
accounting (see Mote 1) are included in Ciber assets fn the halanoe A = = s
shotts. Income (lodsd from oquity méthod invesiments i3 includcd m siriany’ sl P = =
Oiher revesmes in ihe inconie sEcments. Ar Decomber 1, 347° B ™ 8 8833 4 Ten § e8eT
Au—u e
Equity Methosd investment Balances - {12} — il. oe.
[ anc rdmy
A Al ey
& 313847 2O T
[T e
| Ao SpIveses T Srcurnal Fm Fom § pooovel BRI SOOI inpaaTan.
I o i T e Firin T o L 310, N e MR
Ircoims [issf i 8 i | [ir]
Intangitle Assets by Business Segmeni
1. iraciaien p §53 =i erparmast of B ressiran] Vesagermeni Duteress sapranis
MR N e BERT SN £ m il [ ] ] p
Jupniaeie Secwrities Jalnd Venture w s :_E" e 1.5‘1
" L e E £ ¥ 4§ zur
Included m the cquity method invesiments i the Finn's #1%% voling = e !
imcrest in Mitsubishl UF) Morgan Siaoley Somuritics Co., Lid L bt LB o 1

MUMSS™) MUFG holds @ 60/ voling isgrest, The Finm accouwnts for
Its oquity method  imvesiment in MUMSS within the  Instisutional
Secunilics busingss scgment,

T e
A3 b ]

2018

Ircoamie from myegtmad in
KIUMES - . ] n

In 2001, MUFG comribued capimal 1o MUMSS and in retum receved
Class C siock from MUMSS ("Class C sa0ck™) 10 resone its capinal base
which was ¢roded by trading and other losses. Morgan Stanley did not
menﬂlmmmmmm capital comributions b MUMSS ar
thal time,
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‘Groas Amortizabile irangible Assets by Type
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Morgan Stanley

1. Barrowings amd Other Secured Financings
Maturities and Terms of Borrowings

il 2 w
e ] VEE  Optmeber 11, Dt 11
] At [ Rt R 27
Griginal miturtin o b pews or e
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Borrowings with Griginal Maturtles Greater than Gne Year by Type
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Certain senior debt socuriiies are denominaied im varicus non-LU5. dollar
curmeniics and may be sincured 10 provide @ retam that i Enkod 10
oquily. grodit, eommaodity or other indices (ep, b consumer price
index). Semior debt also may be structured 1o be callable by the Firm or
exiendible st the opison of lalders of the senior debl seourities.

Dt contmning an opiion thai effeciively allows e holders io pud ibe
noies hack to the Firm iotaded $3,023 millson ni Deocenber 3, 2007 and
Sl milllon m  December 51, M6l6 I sddiion, 0 cenninm
cin o8, certaim pamrch may b enfitled to cause (e reguarchase
of the noies through Ikuidiey amesgemenis with the Firme The
sppregmed wvalue of motes subjeci w0 these  amngemenis wos
Stdldmillion a1 Deoember 3, 3007 gnd  SLEIT million @
Decenmiber 1-1 200t Subordimaied debi gemerally 5 sl 0 mesl e

capiis] iis of ihe Finmm or ss repulsied subsidisnes and
primurily is 115 dodlsr densminsed.

Hewior Debi—Nirwcturad Borrolngs

The Firm's des-linked, oquin-linked o credit-linked Bosrowings
il e wamdns Structuncd iEstrements whose pavinents and rodinplion
valies are linkod v the perfomance of a specilic index (eg. S&P S00),
a basket of stocks, a speeific squity security, a eredil exposuare of basket
of credit exposuncs. T e b exposare from such Esinnnents.
the Finm has emtorod imo vamous swap contracts and purchased options
thal effictively convent e Botrowing cosis dnio {loatiog rafcs hasad
upon LIBOE. The Firm gascmily camcs the entine strczuncd bamowing
a1 [air vabs. The swaps and purchased opticns used 1o coonouscally
hodpe the emboddal fatmes are derivalives and also anc cirriod al far
value. Changss in fair value relsod to the notes amd ocosomic hodpes anc
repexted in Troding revenues. Soe Motes T and 3 for further information
aon stmciured bomowings.

Kuborainmbed Debs

-——e e

Maturitses of subondinated motes mnge from 2022 1o 027,

Musset and Lishility Management

In geneml, oiher iban secunises myvenionies Nmnced by secured funding
sources, the nmjority of the Fim's osses ore fineeced  with o
conmilviem on o deposiis, shan-term lnding,

Morgan Stanley

foating rae kong-temn dobl or fixed mic long-tomm debt swapped o a
NMoatmg mte. The Firm uses inlerest ale swaps 1o more closely mmch
theder o the dmalion holding ponod and interest mie
characicristics af the assets being funded and to mamge morest mbe ik
These swaps. cITm:Ii-.nI;l conven. certnin of the Fimm's (bed mic
bosmowings o oating mie obligai In addtion, for pom-10.5. dollar
nmmmgllhmnﬂuﬂmrﬂmmﬂ!mm
the Firm has eniered inlo cumency swaps ihat effectively convers the
bosmowings inio L5, dallar obligations.

The Finn's use of swags for asset and lisbilicy manzgemen affecied s
eifective aversge boerowing rate

Rates for Borrowings with Original Matsrites. Graator than Oae Year

[} .

Crrw s svagom] gy cagee 4
Efculéve i shhin eerign R L] ERL

1 Weghisd seage oupon s emdeied siurg US el ol S el oeeesl swies g
rzhutel Yrvze ewirare-i b chet T for weloe opdor =am ciedint

e Sevurid Financings

Chber secured fimancings include the liabilives relamed 1o cermin ELNg,
wransfers ol feancial pasets that are acoounted for as fMrancings miher than
sales, plodped commicdities, consalidmed VIEs where the Firm 1 deemed
o be i prmary benehoary and ofher socuncd borromdngs. These
Hahilicles are penerally payable froen the cash Nows of the relaled assets
accounsed for 3 Trading assets.See Note 13 for funther tnfarmasion on
peher secuted financings refated vo VIES and seoarmizasion scrivites

Crthar Sscured Financings by Original Maburity and Type

- Far 31, o 2
1.9 e E Al bl
%ﬁm
E T

Lty L] BEBE L] L

Dl oar 0 leas T3 5428

Ended nalery’ 551 205

Total L] 'I'I.El ¥ 18,198
U For e indformasion on Peled saies, wes hate 13

1 Decomber 2087 Form itk
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Maturities srd Tenms of Secwred Fimancings

Morgan Stanley

12. Commitments, Guarantees and Contingencies

s
e Variabie Diecomizer 51 Commiineests
§ iy yroilieeea Fata Pt T s
- T3 T s The Firm's commatnenis are summuarizod im e fllowing mhic by vears
Mmc 1Y wece M0 8 Lbki F LG % L% i v, Simce amsocinied wiih ihese imsinameis may
. - & — - 3 arr expire umeed, the amounss shown do nol necessanly reflect the acnusd
= s AT Al E ] luture cash fundiieg requircmenis.
= - Lk aad i‘;;;
= = = = - ___ Seus b Mty o8 Bcmmbeer 31, 3607
gy L i i - Lass
P Far 1 Fol o £un 1 1-3 35 Owur & Total
E | S | IE i B #
= (=0 T Y B R4 § IR JATE R EDE F O RATES
i snd L% 1% 1M =) [~ [EL1 ] —_ ] a 1,334
1. Visthalow st lewrowiogn Dum Bsbecrst Bamed on & vty of roeey il o, PRI ladl R 1 a2 az m 3=
kg LI el bedeis! A oriss ANSUNT BiCUOF ot camead @l vl wih Walusmm by rasd palib Ll (] = —_ (41
Ve ayrend rovases. iekeley) e Sl 0 mpety owl aeruably o odtee Poreard-siaring mocunod:
francag recerabio T 80 _ —_ e (2]
R N -r S oy [T —— 14 =T - toée 1
T R e T R A N T e P e T ] el il o ™ it 248 2
ook wlan s sl arw Bnkeed I ron imbeeesd evdinen and S which e s o R

At Ar
Dwcomisgr 11, Dacarmber 31

I o nders T etk ]

FTT i - 3 Ef
o Fo] W
bl 4 53
] 108 85
21 o 28
] ] &
Thereste FrL) 18
Toial {1 [ £ FLE

[ecember 200 T Form 10-K

'Fﬁﬂ'mli{'ﬁ;lﬂ.ﬁiujél :

dp oy pafbod
Frrawth-4lanng e branoing reprvaian wited i e boanass

:

1 aAu
I3

Tipes anf € omamitamemd

Loweling vt Lending  commitmends  reprosent the nidsonal
nrmoat &f legally hinding ohlipations 16 provide funding ta clients for
dilferent types of baan ransaciions. For syndications. led by ihe Firm, the
bendimg commimenis accopied by The bormower bt ot vet closed ane net
of the amounis agreed 10 by cownierpartics. that will participale in the
syndicatson. For syndicalioss ihat the Finm participates in and docs not
bend, lendimg commitments accopied by the borrower bul not vel closed
inclnde only the amoan 1Bail the Frm expects il will be allocated from the
bend symdicaie bunk. Doc to the nature of the Finm's obdipstions under the
commitmeents, these amomis include conain commimsents participaicd to
third pariies. See Motz ¥ for forther information.

ForvandStornng Seemwred! Fioancing Reeeivolfes This amount includes
secunitics poichased under spreemenss o resel] and secunitics Borowed
that the Fiamn has enered inio pasod o the balence sheer dase that will semle
nficr the balance sheey daie, Also ingluded are commaments Lo cmer into
securnitics purchased under agroements 1o resedl that are provided

|
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1o ecrtain chearmpghouses. of mssocimed deposiborics that the Firm 15 a
member of and arc contngent wpon he defaull of o charinghous
mermber or othor sindis cvenl. Thse ransactions ane prinarily socundd
by collaeral from LS. government agency socuritics amd other
spaercign governmend oblignions when they are fanded.

Lwderwelifmy  Commiwent. The  Fom provides  underwriiing
conumimenis o comnection with fis capiial mising spurces 1o 0 diverse
group ol and oaher I chimiz

fvestamoni Aoinimes,  The Firm sy several |adaced
invesimen managemenl Mesds for third-pary invesiors where i iypically
wcts fa eneral parimer of, and invesment sdhisor 1o, these funds and
Iypbcally comumis 50 invest a minosiry of the capéial af such funds. with
subscribieg third-pany ievestors contributing 1he madority. The Fiem's
emplovees, includsng iis senior officers as well as the Firm's Board al
Direciees ("Board ™), may panicipate on the ssme terms amd condilioas 35
oy isvestors m ¢onein of these funds that the Finm spoasors prinsirily
for glicat investeni, excepa than the Firm may waive or bower spplicable
fees and charges for is cenplovess. The Finn has comracsua] capial
COMUBRMETE. QUATANIeEs and counterpamy amangomeets willl fespect 1o
Ihese investiment managemen! funds.

Letbers of Creslll owd (Wher Finonciol Goorsmiees, The Finn bas
outstanding leiters of crodit ond oiber fancial puanntecs sued by
(band-party banks 0 coriaim of the Finm's counterpartscs. The Finn s
oonlingenily liablc for those kllers of coodil and other lnancial
puanmniecs, which arc primarily wad 1 provide collaleral for securilic
anil conumodilics tadod aml W0 salisfy varioos mangn roguicmenls in
lisow of depositing cash or scouritics with these counterpartics.

PFromises aad Sguipment. The Firm has non-cancehble  operating
leawes covering promises and i Fudmre oo renial

Morgan Stanley

Croompanicy lease agrocmnts, in addition bo base rontals, genemlly provide
for reot and oporafing cxpense cscalalions noahimg from incrcased
nsscssmenis for roal estate lxes and othir changes.

Counrnm ces

Obligmiced whier Gusramiee Arangements 5 Decambser 31, 2017

connmatinenis  wader such  leases |Inu ol subl
principally om olfioe rentalsh wone as follows:

Operaling Premises Ledses
&1 Dot 31,

£ i e e
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Rt Lmid! et DA fdyid iy k) L
1 milian iy ik o]

R [~ I ] [ ] T

—t
Liets
via. i | 13 far] St Totwi
darvalis e A
i P DO ¥ - 1 138
detatens 1808001 0888 00T 331 MRMA 2881308
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Typers af fiwaramiees

tervive Conracts. Conam denvative commcts meoel the acoounting
delimition of 1 pmrnsce, moluding consin wriltlen: oplions, oontingeni
fioraand contmos and (D% (s Note 4 neganding oedit derivatines im
which he Firm hm sold oedit profccison o the counterparty
Informution regarding all derivmine  conimcts kol comld meci ihe
mcoouniing definition of o guarssee is included m the previous. inble
wherein the sotional nnoesd is med s the maninnom peentil poyoul
fior cermin dennvarive conirects, soch as wriiten interesi mie caps and
wrilien foreign cusmency opfions

In cemaim smumions. collaieral may be held by ik Finm for thsese
coniracts tha meed (B definivion of » pusraniee. Generally, b Firm seis
callmeral requirements by coumterpamy s hat the collieral covers
various irssacikms sed produces and B ool allecsied specifleally o
individual comract. Alse, the Finn may reoover amounss relaied w the
unierlying usse delvered w the Firm under the derivative comragi

The Firm seconds dermvasive conirscts @ fair value, Aggrepate market
risk s have bocn caiablished, and marke! sk measurcs are roulisely
modiored againg hese limis. The Firm also manapes {18 exposane o
Ihese derivalive coneracts through 3 vatsery of nak milization sirsegies.
includmg, bul 0ot limied o, eniering o offaciting economae hodpe
poartions. The Firny belicves that the nobional amownnts of the denvatne
canisls pencrally avorsiale B cuposun.

Noowcdby Letters of Credll awd Eker Finoroun! Gmroviees foaed. In
connectan with its cospormic londing business and oiher corporaic
wctivities, e Form peovides stamdby |otiers of oedit and other fnancial
puamniess b counicrponses. Such armpgements represomt obligalions o
make paymionis 1o third partses i the counterpary il 1o fulfill is
obligation under & bomowimg  aramgemeni or other  coniraciml

A majonty of the Famm's standby letiers of credit are pronided

Morgan Stanley

emmicipal bonds it which dhe Boldors of beneficial amorcsts msucd By
s BPEs o e balders of the individual bonds, respectively, bave the
right 1o bender their inkresas. for purchase by the Finm oo spocified dates 2
o specified price. The Finm oflon may have reoourse 1o (he underbyimp
nssots held by the SPEs in the evenl payments sre roquired inder such
igquidity facilivies, a5 well as male-whole or recourse provisions waih ihe
st sponsorn. I*nrlnnt} all of ihe u.rlkﬂpnngan!um ihe SPEx are
m grade. L lacalities. provided so municipal fendor opion
bmdinsl:lm:lnnﬂadudu‘n:hm

e Lot Nwles Crsammnecs. The Finn hes provided, or otherwise
ngreed 10 be respossible for, representitions and wanmntics repaeding
commim whole lsan sales, Under cenwin circumsimnces, the Fimm may be
reguired 10 repurchase such nsseis or muke ather pavments velmed 1o such
naseis if such rep i and w ises are beeached. The Fem's
muamns poteniisl poyout relmed o ssch iaties il warranoies
s gl 40 the: punrent UPB of such loans. The Fimm hus informaion on the
current UPE only whem it services the loans. The Finm oo lonper servioes
those boaers and the ameund included in e previous whle represents the
UPH a1 the time of sale or af the time when the Firm Last serviced any of
those bass. The curreni LUPR halances could be subsiamially bower than
the manimis poteniial pavon amoss included in the provious iable. The
relaned abdlity primarily relases o sales of leans 10 the fedeml mongape
ApENCiss

Sevuntization Bepresemialions and Warramtie, As pan of the Fim's
Instiutsonsl Secunitlcs basiness sepmeni’s secumizations and relad
petiyinies, e Firns has provided, or athorwise agroed 1o b responsible
fioe, reprcscmiaiions and warmmtics regarding cenain mscis ransformod in
soou beation rmnssdions. spamsoned by the Ferm. The exlent and sahere al
the reprosenisions and warmanbies. of any, wary among  difTenomi
secutilizations. Under oornin arcurmstanees, the Finn may be required o
ropuichiase coriain asscts o make olher payinents rolaed 10 such assets il

obligation.
amn behallal counterpariies ihat are inveshment grade.

Marded Polie  Giorariecs, Morket vahee guammices are issoed 10
puamniee wmely paymend of o specified rern 1o mvesion in cenain
alfordshle housing b credit funds. These gusranices are designed o
remim A invesiors commbation 10 & fimd and the imvesior's shate of ox
losses and 1w credins expecied 1o be pererated by a fand. From tmé io
timg, the Firm may also puarsmes neam of principal evessed,
poteniully includimg 3 specificd raie of renem, 1o femd invesion.

Liguidity Focifitier. The Fiemm has entered o Nquidity Gaedlisies with
SPEs asd other counterpartacs, wherchy the Firm i roquired 10 make
cenain paymems if losses or defmlis ocour. Primarily, the Finm acts as
Imldnﬂ'mpmﬂﬂ 1w pwmicipal Bond securitumiion SPEs and for
LT

Procernbor BOIT Furms 11K

sch reproe anil are breached. The maxhimsm posonkial
s ol fdure payinonts e Firm dould be regaired 1o make would be
erpual ba e current oulstamding balimoss ol or s associasad will, the
nssels. mohject to bréaches of soch reprecomations and wamanties. The
armoant included in the previess table for the maximm potenbial payont
mchudes ihe comeni UPR or historical bosses where knoan, and ihe L'PI
at the fime ol sale when the carreni UPR is noi known.

The Fimms has provided, or atherare spred o be responsible for, certain

and w i rﬂmﬂmmipmﬂrmlmsl.-ﬁ
residential Inass thai the Firm sponsored berween 20k and 2017,
cevmin cases, the Finm
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has agreed 1o be respomsible for ropreseniations and wamantics made by
\hand-panrty scllers, many of which are now insodvent.

The Firm also pronided represcnioions aod wamnies m conmcciion
wilh its mode as an origimior of oonain commercinl mortgsge boons tha it
securiiscd imo CAMBS.

BeisHEERIGR Fepietenlalian ahd Wartaslies

Reisisirivin v praryresdit cowad”

1, Rasereed e tw Fiem's finsacsl ststecerts 450 Saphimts & resoles claimi releist o
et il ] A W i

famered  Parter (iwmnies. Ad @ ponaral  pannet 0o coftaim
imvestanenl mamyemenl funds, he Firm roceives. conain disimbtions
fraen |he partmerships relaled 10 schiovimp certain retum burdles
accardiiig bo ihe provision of e parincrdip agreciietils. The Firtin may
b required o returm all o o portos of such dsiributsans io the Bmisod
paEners in the evenl the Bmitnd parners do s achiovs a coftain et
o spocificd im the various parinenhip screoments, subjeol 1o oomkin
lEmitilioms.

Chiker Guarantoes and Indemnitics

In the normal course of busingss, the Finn provides pusmnices and
indemmdfcntions o varicry of remsactions. These provisions penerally
are sismdard conimctmd terms. Cortun of these pmrmices and
indemm fcathons are described below:

The Finn provides  sesdard  indemsitics 10
counscrpartics for conasn conungenl exposacs and mxcs, including
LS, and forcign wilhtalding axes, om intcrest and oiher payienis
masde on derivalives, securities and sicck lending transactions, cermin
anniiity produis end oiber fisncial amngements. Thess mdemnily
paymenis could be requirad bused on o change in the my laws, 3
change in imerpectsion ol applicable g rilimgs or a change in Cectaal
ciroumstinees, Censin ool contibn provisions flun cuble ihe
Fiem b permdnaie he sgrecmemt upon the eccurmence of such ¢venis.
The manimim poiential omosss of Raure payenas e Fiam
could he roquirad po make under (hese indemnnifications canmod be
smimaled.

= Frobanpe T legriopbome  Meseher Guoronfees. The Fom s a
mimmbet of vanous US. md non-US, exchanges and ¢ karinghowses
thas imade mand clear securitics and'or derivaline coniracis. Assodciased
with o3 membershup, the Fimm may be required o pay a ootaim
anscam as determined by the exchange o the claringhouse in case af
o difaudt off

Morgan Stanley

amy of i members of pay a share of the financial
ohligatons of another manber that may de Gl on il obligiions 1o the
exchange or b cleaninghouse, Whilc the miles peverning difficrem
exchange or clearinghoste memberships and the Torms of (heic
pusmnioes may vary, im gencml ihe Firm's abligaisons under (bese miles
would amee only i ke exchange or clearmnghome had previousdy
entuusted s pesouroes.

In sadditiom, some clearinghouse rules require memwhens W msume 5
propomionaie share af losses nesuliing  fromn e clepninghouse’s
ivesimen of pusramce lund comribuiions and mitiad nmrgin, and of
olher loswes ummelaied o the deliuli of o cleaning member, iF such losses
exceed the specified resources ollocaled for such purpose by the
chearinghouse.

The maximus polential payour under these rules cannot be esiimaied
The Finm Bus noe recorded sy contimpent Bability in i financiad
stmements for ihese spreemems and  belicves that any  posentigd
requirement 0o make paymsenis under these SETCCMCnls |5 EmonE,

o Mirper ool Acguiviginn ot The Firm may, o time 0
liene. in s fale a8 invesisent basking sdvisor be reguaned B provide
puannioss m eoanoction will corinin Eunopian merger and adquasiison
irammactions. 17 roguired by the regulatimg suthoritses. the Fion provides
a pmrantos tat the iy in Ehe merpor and adgquisition Iransacicon
has o wall have sufTicient funds 1o sosmploic the amaction and woskl
then be roquired 8o maks the soquisiBon payinents im e evont the
wquimet's [ends e moallicwnl al e compleion dalc ol the
irmsaction. These arman y oiwer 1he time frame from
e Iramsaction odffer date 1o its dasing date and, therelione, are penerally
shor lenm in naiure. The Fimm belioves ihe Bkclihood of any paymeni
by ke Firm under these is is remoie given ihe level of its
e diligenoe in s role as mmvestment banking advisor.

In addition, in the grdeary course of | the: Firm g ihe
debi andior conain irading obligations (including obligmicas msocimed
with dexivatives, foreign exchange contracts and ihe setibement of physical
commadities} of cerain subsidiaries. These puamnices peneradly are eniity
or product specific und are required by mvestors or trading counterparties
The naiivities of the Form's subsidiones covered by dhese pusmanices
{inchuding sy reloied debs or uding obligniorss are included i the
fnancial smigments,

Comtingenghes
Leped,  In addnion o the mances described below, in the normal course

of Basiingss, the Firm has boen named, Thoim 1nss 1o lime, as a defendant i
various begal actions, meluding

ra% Pecomther 200 7 Form 1K
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anbatrations, class actions and oiher [Migation, ansing in coonection with
it activitics i a global divorsafed fnancial sorvicss instiution. Conain
of e actal or threalenad lepal actions include claums for substantial
componsatory and'or punitne dimapes or chims for indolomminaie
aminmnis of damages. In some cases, (he enitics that would oihoraie be
ihe primary defendanis in such cases are bankopi or are in financial
distress. These aciions have mcludied, bui are not lmted 5, residential
mowigage and credii crisis-related masors.

Over the last seversl years, the level of Inigniion and i

Morgan Stanley

ta be resohwed including throuph poscotially kngthy dscovery amd
determination of impaitast Gctuml mations, delommnation of isswes relmed
b clais cortification and the calculaiion of damipes of other relict, and By
nddrossing novel or unseitled keypal oms reliovant 10 the prococdings
o inveshipstions i guestion, before s Ioss or sddilioml o or mnge ol
ks or sddiional mnge af loss can be remsonsbly esimmied for a
procreding o mvestigation.

Fprwuund!nlq',ll i
bosses,

n.nd.-..... i ik Fam cam

activity (hoth fonmal and infommals by povemmenial and ull‘-re-g,uhn}
apencics buas incremed maienially im the sancial services industry, Asa
nesaill, the Firm expects thai i will coniimue io be the subjec of elevased
clmms for demages mnd other relief md, while (e Finm has ideneilied
below any indwvidusl procesdings where iz Fom believes o maienal
loss 12 e ressosnbly sl reasomably estinable, ihere com be no
assurance thal maerual losses will not be incurred from claims thay have
it vet been asserved of are B0l yel delermingd 10 by probable or possible
and reasonably estimable bosses

The Firm comsests Babdliry andor the amoun! of damapes x appropmas
I each pending narver. Where avallable informanon indicsics that il s
probalide a lability had been incamed ot the date of b financial
stnemenis and the Finm can reasonably estimale e amouns of thai loss.
the Finm scenses the estimated Joss by a change 10 imcotse

T - — —

The Firm's flare begal expenses may fucnaie from persod 10 period,
plven the currem enviresangm reganding povernenesn invesiigations and

il bmses, mmnges of loss or
mﬂnl‘:ﬂhmﬂnl Iun.nncmm‘ulrn- moorued, ban docs nod
believe, hased on current knowledge and alber commliniion with commsel
thut such losses will have a material adverss effect om ihe Finn®s fimmncis!
sabements o5 @ whods, olber thas e maiiers refermed (o in the folloumg
parigraphs.

O July 18, 2000, Chisa Development Indusmrial Rank ("CTHET) fled a
complai againss the Fanm, siylod Chime Developmenr foadusreal Sk v
Murgar Shanliy & Lo Pecorporated of al, which &5 pesding in the
Supremne Coun of he Suate of New York, New York County ("Supeeme
Count af MY, The complain relates w a 5275 million CDS referoncing
the super sonir portion of the STACK 20061 CDM). The complaing
nsserth claims fod commson law (raud, fraudulnt inducemes) and
frawdalen concealment and alkepes that the Fim the risks
of the STACK 2006-1 CDO w COIE, and dat the Firm knew that the
nssets backing the D0 were af poor quality when it cmered insa the CDS
with CDIE. The complaint secks 1oy damapes related 10 1he
approxinsately S8 million tha CIHB alkopes @ has already s under the
COS, moacisson of COIES obdigation o pay an sdditicel 512 il lion,
pranitive demeges. oquitable reliel, focs and costs. On Febmary 28, 2001,
ihe -m-l duund b Fln‘h & moban 16 dissmisd {he ocmnplaind. Based @n

Frh'l: littgaeion sffectng global fnancil services s, incliding the
inm

In many proccedings and investignthons, however. i 1 inherenily
difficult o determine whether amy loss is perobable or even possibile of m
estimale the amount of amy lods In addithon, cvem where a loss s
pissdble or am cxposure 10 loss exlen i excess of the Habitiy already
scerucd with rodpedt w0 a proviously rocogmined kes conlingency, @ is
ot abways possibic 1o reasonabily cstimae the sine of the postible Joss ar
ramge of loss

For certnin legal procecdings and imvestigstions, the Firm cannod
remsonably csiimmie such bosses, panmiculardy for proccedings and
imvestipations whene ibe Bciml record is being developed or consested
or where ph-dlﬂ': or  povemnmen cnlities  seek ﬂ.inhrdn] ar

or penalies. Y

L] -l

isscs may nced

Decemher 3017 § oom 11K

ion, the Firmm Believes. it could incur a loss im
ﬁ'u action al up 1o approsimaiely 28 milbon plis pre- and posi-
udzmenl infcresl, Focs and costs.

O May 3, 2008, plainiaiTs in Hemiveie Seweral-CGirmossemsofaoymmd A0
wi ol v .'-l'rir,mu Seaniy ef aif. filed a complaing apainst the Firm, cenain
offiliales, ond other defndanis in the Soprone Cosmt of NY. The
complaimd allepes tha defendants made naierial misrepreseniations. and
cenissions in the sale v plhismiiffs of cemuin mongmpe pass-throsgh
certificates backed by securitization trusts comtzining resideniul mongage
boans, The total amount of cenificaies allepedly sponsored, underuritien
and'or sold by the Firm o plaintiff was approxenately $4634 million, The
complaim allepes couses of action apainsi the Firm for commen L frond,
frundulemt  comcesdmemi, aiding and  shetting  frand,  meplipens
misreproseniation, and mescisson sed secks, smong oiher things,
compensaiory and punitive dimages. On

(£

410/476

EDINETOOOO
000000000 m0(eos871)
Oooooooa



of Conterda

Notes (o Comsolidated Financial Statemenis

Junie 11k, 2014, he courl granied im part and demicd in pant the Fiom's
motion o dismiss b comphiot. On June 2, 2007 the Appolss
Division allirmed the Jower cont’s Jume 10, 2004 pedor. O October 3,
2017, the Appallate Davision demcd the Firm's motion for loave 1o
appeal bo the Mew Yook Court of Appeals. Al December 25, 2017, the
ourmeni lrpnd balance ol ithe morigape pass-ihrough denificaies af iwne
i this action wos approximaely %215 mallion, and the cenificabes fud
||:||.'|m'|sd z:un] losses of approumaicly SK8 millon, Based on currenily

the Fimm bels it could incur a loss in this
acton up i the difforence botween ihe 52135 millson unpaid balamce of
these cerificmics (plus any losses inoumod) and their fir market vadoe ot
the time of a judgment against the Finm, or upon sle, ples pre- and post-
judgmens imicrest, fiees and cosis The Firm may be entilled 10 be
indemmified for some of itheie losses.

On Jubv 8, 303, US. Pank Najfooal Associstion, in jis copacity as
rrustee, Hed o complaam against the Finm siyled (08 Fowk Nooonal
Avinewpiion, solehy W i eapacine an Trastee af e Morgow Sl
Martpape Lovw Teiar 2007-200 (VW 2007- 2400 v Movpas Sauley
Mfartpege Copwal Molitvegs LLC, Suceesardn-Werper to Morpo
Ntowliey Aformpoge Capinad for. and erenPoim Mompope Fundieg. foe |
pending im the Sugprense Coun of MY, The complaing assens clams for
breach of comract and allepes, amoag other things, that the Inams in the
wrust, which had an orgial principal balance of approximasly
5650 million, becachod vanous represcntaibons and warmanies. The
complaim secks, ameag olber relicl specilic performancs of the ko
breach remnedy procedures (i the mansactson documenis. unspecafiod
damapes and inienest. On August 22, 2003, the Fann liled 8 moton 1o
dismiss e complaing, whech was granied In pam and denied in pan on
November 24, 2004, Based on cusrendly avaikabie lifommiation, the Fim
belicves that i could inces a loss in this action of up o approsimasly
5240 milbon, the total onginal spadd balance of the mongage kans for
which the Firm reosived repmrchase denands tht it did not reparchase.
plas - aml post-judgment imlerest, Fees and eosts, bul plantill s
socikany o avpand the mumtser of bans o ssuc asd 1he possible rmpe aof
toss conld incremse.

On December 10, 20138, Wilmington Tt Company, in il capacity as
inistee For Morgan Suamley ipe Loam Traw 2007-12, [Bad a
comiplaing meaiead ke Firm styled ||n'mwpn.ln Tt weprery v Morgaw
Ftiwwley Marignge Capitel Haldmgs LLE of al, ponding in the Suprome
Cosat of NY The complaint aserts claims for beeach of contract and
allepes, among other thangs, thal the loans in the s, which bad
origimal principal balanie of approximaicly S516 million, beeached
vanos mprescoiniions and warmniges. The complaing secks, among
oiber reliel, unspecified dmmpes, atomeys’ fees, imenest and costs, On
February 2%, 014, the defendinis filed 3 motion o dimiss e

Morgan Stanley

which nas granted m pant and denied i pant on hune 14, 2006 On
Jaly 11, 2007, e Appellaie Divasion affinned in pant and reversed m pan
e erial comn”s ondier that graniod iopart the Firm's mation 10 dismiss Cn
Sepromber 26, 2007, the Appellate Diviston domied plaistifTs motion for
keave 1o appeal o the New York Court of Appenls. Bawd on curmently
available information. ibe Firm believes that it could dncar a loss in his
action of up o approximately $1352 million, the doial oniginal wepaid
balance of e morigage ks for which e Foms received repurchase
demands that it did not repurchase, plss atomcy's lees, oosts and inieress,
bt plamsifl is seckimg 10 cypand the numiber of loans ab issee and the
posible range of loss could increasc.

O April 35, 2004, Deuische Bank Mmiomal Trust Company, in it
cogucity o5 russee for Morgan Susdey Strucrured Trse | 20071, filed 5
counplami apains the Pinm sivied Desorbe Mok Natsal? Y Oongpany
v, Mbaryrw Sandey Wowpape ©aial Hoddgs FLE, pesding indhe Undied
Sinies Dismricn Coun lor the Southern Disirion of New York (*SDNY™)
The complaim psserts claims for breach of comrac) and alleges, amonp
other chings. that the boass in the wnust, which had an origisal principal
balance of appeoximately 5735 millioa, breached various represeniations
and warranties. The complaine seeks, smong other reliell specific
performance of ihe loan beeach remedy proceduncs in the 1mmsaction
documenis, unspecificd compensatory snd'or rescissory dammges, inicrest
and costs. O April 3. 2015, the coun gramed in pan and denied in pan
the Firm's motsan 1o dismdss he complaioe O January 10, 2008, the
count reinstased plainsiils breach of contrag) claim based oo failuee o
noaify, which had been dummssed mois April 2, 2015 order, On
Jamgry 74, Z008, the court denied (B¢ Fanm's modon o saminary
pudgment, On Felsuary 5. 2015 ibe Finmn fikd 3 neotion for judpmen on
the plesdings and g rencwed motson foe sumnasry judpient. Based on
curtently mvailable informasion. the Finm belicves that it could imcur a loss
i ibsis action of up wo apprasimeiely $292 mallon, (Be wolal ceigina
umpaid bakimee of ihe losms. for which the Firm roccived
ropuichase demunds that it bid ool mopurchase, pls pre- and post-
pdpment inlenest, fees and costs, b plaimtill is sockiog 10 expand (he
mamher of Taans an Bsuc and the possiblc rampe of loss coah] inchese

O Seplember 19, 1004, Financial Guamnty  sumanee

{“FOH™") filed o complam ngxinsd the Finm i the Supeemne Coun of NY,
syled Finamcial (uranne fomrmece Coopony v Movgae Staaley 485
Capitl [ Foe. o ol melaling o a soonitisation dseed by Dasket of
Aggregated Residential MIMS 2007-1 Lid, The complaing asserts cliimi
for breach of contract and alloges, amosg other things, tal the net inlerest
margin securitics {NINST) in the tnast beeached various ropreseniations
and wamanizs. FGIC issued a financal gusaniy policy with respec w0
;;-:mn:’q&tf-“mlhhunfwdyﬂﬂulm

ploing woel

complaint,
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amang other relicl, spocilic performance of the NIMS breach romedy
procedurcd i the  ansxtion doommdois,  anspocilicd
reimbursemen of cerain payments made puruant o the iRnsction
documents. attormeys’ fies and inforeit. Om Movember 24, Mild, the
Firm filed & motion to dixmiss the complaint, which the cosst denied om
January 19, X117, On Febroary 24, 3017, ihe Firm fifed 0 nolice al
appecal af ihe demial ol its. motson o dismiss the complaing and perfecied
its appeal on Movember XX 267 Based on cumently  available
informaion, ihe Fom believes thai i could incur o loss in ihis adion of
up ko approsmmnatcy 51 26 million, ihe unpeil balance of 1hese noics, plus
pre= ond posdsjudgment interesd, fees and cosis, @ owdl as claim
panyinemis ut FGEH has mmde and will make in the funme.

On September 23, 1004, FGIC filed a complant againsg the Finm in the
Supretine Coun of NY styled Finaneiol Graemann Inmrmace ©ompan v
Margan Stawdey ARS Capital § e, ot ol relasng to the Morzan Saaley
ABS Capital [ Inc. Trust J007-NC4. The complitm assens claims for
breach af contract and fraudwlent inducement and allepes, among ather
things, Bat the loans i i et beeached varions represcatations and
warramlics and defondans mmde wmnie salcments and  mancrial
st oS 10 induce FGIC 1o issoe a financial puannty polsy on oomtain
classes of certificatcs thal had an omginal balance of approximancky
SHT6 milion. The secks, mmong other relich speaific
performance of the loan breach romedy piocoduncs i ihe transaction
documents., cmigpcrsalory, consoquential and  punstive  demages.
atiormeys oo and interost. O January 23, 2007, dhe coun denscd the
Fim's metion o distiss b complamt. T Febnary 24, J017, tbe Firm
filed @ nodice of appeal of the coun’s onder and perfecicd ils appeal om
“ovember 22 2007, Based on curponily avaikabie infonmation, the Firm
belicves that it could mcar o Joss i this action of up o approximieky
5277 million, the iotal onginal mepad balance of the mongage kbans for
which ihe Firm received repurchase demands from a ceriificaie bolder
amd FGIC that the: Firm did not repunchase, phis pre- and pesd-judgment
interesd, lees ared cosis, as well as claim paywents thal FGIC has made
aml will make in the Fuiure. In addition, plantilT is secking to oxpand the
numier of Ioans o issss and the possible mange of loss could inoresse.

On Jammry 23, 2005, Deutsche Bank Matosal Trast Comgany. i i
capacily as musace, fihed a compliied agiims (e Firm styhed Dvwtscle
Bk Nediown! Frne Compamy solely Of #b cupocity an Trushor af i
Muryiw Standinr ABS Copitd o Fraar X070 v Mowpow Sanfiry
Murigoge Caplied Moliimgs L0 i Sucormsor-hy=-Merper dv Morgaw
Ftowaley Mowipuge Caupidfal fec ol Movgow Stonley ARY Capital F foc,
pending im the Supremse Cosrt of NY. The counplaing assers clamns Got
brcach ol contracl and allcpes, among other things. hal s loams i the
irusl, which lid an odgmal pringipal balance of approximachy
51,05 Ballicn,

Prepamibes 201 T Form 1Lk
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becached varboms fepresc and The ¢ L
mnﬂmmlﬂ smrwpufmufhmhmmﬂy
peocedaes. im the tasaction documents, oompensalony, comwogantial
rescissory, ofquitable and punithve damapes. sfiorncys” focs, cosbi and
nhier rebaied expomes, andl miorest. On Docember 11, 2008, (he coun
pranied im pari and denied mopai ke Finm®s molson o dismiss ihe
compluint. O February 11, 2006, plainbiT filed 2 sotice of appeal of that
oeder, and the apfd was fidlly bricled on Awgest 19, 2116, Based on
- ly mailable i ‘the Firmy beli tha it could imcur a loss
in ihis action of up o approsimaicly $277 mallion, ke toial oniginad
umpaid balmee of the mongage loans for whach the Firm roocived
repunchase demunds from o cenificaie holder and o monofine imsuner that
the Firm did not repurchase, plas pre- and post-udgment inierest, lees md
cosis, bari plainisfT is seeking o expand ibe mumber of loans of isuse nd
the possible rampe of loes could incrense

In mamiers svled o sumber J 36T and Case nwber F34353 the
Duitch Tax Authority (“Duich Authority™) s challenging. in (he Distric
Count i Amescedam, the prioe sei-off by the Fimm aof appeosisascly
€024 million (apprommmatcly 5149 million) plus scemed  mecrest of
withholding tix crodits agais! the Firm's conponation tax liabilntics for the
tax veard H07 o 2013, The Duich Authority allcpes thal the Firm was mot
enfitled 1o roceive the withholdmg tax credits an he basis. iner alia, tha a
Finn subsidiary dud ool held kgal ifle fo certain securitics subject b
withholdng e on the relevant dates. The Duich Awibority has alsa
allrgpl'.l tkal the Fam Baded 1o pronvide contain imfonmation 1o the Duich

harity and koop ads boks and rocords. A hearing: ook place
this rmllﬂ' on Sepl.nnbcr 19, 27, Based on camenly avaluble
imfommidon, the Firm believes (i il could moe a loss inthis action of ap
o approximmicly €124 million (spprocimaiely $189 million) ples oocrued
mcresl

13 Variable lnterest Entities and Securitization Activities
Dverview

The Firm i involved with various SPEs in the momial coarse of husiness.
In maml casgs, these entivies are deemed o be VIEs

The Firm's variahle serests in VIES include debt and agsily inleress,

commimeenis, uaraniees, derhvative inurusenis and comain fees, The

Firm's invialvemes will YIES arses primanly fom:

= [Inicresis i coomecclion with markei-making  activitics,
sooamitics held in 6 Iovestmesd securitics  portfodio and  retained
imterests held os o® result of secuniliemtion activites.  includimp
Ie=3pCaItiztion rengactions,
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= Cmaranices issucd and residual mmencsts retained in conmecton will
municipal bomd socuritolions.

Loners mmde 1o ond imvestmenis in YiEs thai hald debi, equity, roal
estule or et aasek,

Bertvnirves enlered mip with YiEs

* Sorecnusing of CLNg or other asset-repackeged moses designed 10 meet
the Invesiment obdeciives of clients.

= Oy stnacnated irasssctions desipned 10 provide mx-elficlam yvields
1o e Firm of (s elients,

The Farm dolormines whether i is ihie prmary bescticiary ol a VIE upon
it nitiad imvolvemenl with the VIE and reasscacs whaber il s ihe
primary beneliciary on an angoing hasis os lng as 5 has any consinuing
imvelvemiot with the VIE. This determimation &5 based upon an analysis
of the design of the VIE, including the YIE's struciure and activilics, the
povwerT (o muke sigmifican coonomic decisions beld by the Firm amd by
olber parfies, and 1he vanable micresis pwned by the Fimm ond other
parkics.

The power o muke the most sigrificam economic decivions may e &
numher of did¥ereni forms in different nypes of VITs. The Fine considers
servicing or collaizrs] mansgement decisions as representing the power
i make the mos: significans economic decissons in mnsactions such as
secumitizations or CDOs. As o resull, the Firm doss mol consolidsie
seouitizavions or COOs for wiich B doos mon s01 a5 e servicer o
collmenl manager unless it holds comaim other nghis o replace the
servicer or collaenl manager or 0 requing the liguadasion of e gmtiiy,
IT the Fiem serves as servicer or collaeral panager, or has cenain ather
rights descnibed in the previoess semence, the Finm analvess the mmoresis
in the VIE that it holds and consolidaigs caly thos: YVIEs for which it
holds o poaceaially significans imerest in ibe VIE

The structure of securitieation vehickes and CD0s s driven by scveral
panics, inchuding loan sellerid) in o securmization mansactions. the
callaleral masager in a CIM). ane or more mliag sencics, & Mnancal
puanmnies in soim wansactions and the undsowriiens) of the mansacions,
i serve 1o neflod spocil anvestor demand. In sddition, subordinaic
imvestors, sich as the “Bepioc” buyer (G, inveslons i sl
suborihmaicd  bood  classmsy om0 comenorcial | monigape-backod
spieritivations o oty imeslon i CDOs, Gm imfleenee whether
specilic loams aic oxcloded Troin o CMBS irssaction of investimeni
orileria i o OO

Far many irmsacisoni, such o re-se¢wiiization transactions, CLNs and
other assci-ropackaged notes, there ane po sipmificant economic decisions
made on an ongoing basis. |n these cases, the Form focuses ils analysis
on decisions made prior 1o

Morgan Stanley

the initial ckosing of the trassaclion and at the lcrminastion of the
tmansaction. The Firm concluded m mest of hosc vansactions tha
diocisions made prior 1o the initial <losing wore shared between e Firm
amdd the mnitial mvestors basod mpon the mature of the assels, includimp
wheiher the asscls were isused in o mnaaction sponsoncd by the Form mnd
ihe exieni of the informadion available 1o the Fn and jo mnoesbors, ihe
mamiber, miure and involvement of mvesiors, other righis beld by ihe Firm
and mvestars, (ke samdardization of the legal docsmentation and the level
of continuing imvalvemom by the Fiom, incleding the amount and iype af
imeresis pwned by the Firm and by other investors. The Firm fooescd its
conirol decision on any mght held by the Firm or mvesions nelaied o the
termination of the VIE Mosi re-securiliation: tmmsactions, CLNs and
ooher s -repacknped moles have ra such temmination rights,

Comalidated VIEs
Asspis and Lisbiiities by Type of Acthvity
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Aamets

§ i i Lt an Anmeiy

EiF m 3 e 1@
MARS! 24 210 0t 3
Ot 1,174 240 010 -1
o e ' e
OGF—aturtasd deanrngs

O

2 Ofwe prisarsy wchdes certnn it oty andl
fuisets and Liabilittes by Balsncs Shaat Caption
Al Gk 31, &1 Bornber 31
= 3T W
Gt wrl canh pousvsieniy.
Cash nd Sie b b | " L ] Ta
Reakicied cash 2 E_]
Tomding masis o Fur suios m 1308
Cintmrmas g e | arsseshies L] 12
gl ansm 1 1
et mnetn ans zP‘
i} (K] ] ']
Cetior pe-ourpd Bomnorigs al fa
e L] i L} b
Drrar Lardmuet 3l ccrasd
] a ] !H-
R4 Diecember 2007 Form 1K

413/476

EDINETOOOO
000000000 m0(eos871)
Oooooooa



EDINETOOOO
000000000 m0(eos871)
Oooooooa
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Notes (o Comsolidated Financial Statemenis

Comsolufated VIE asscts and liabilitics arc presciiicd in the provious
nblcs after inbcroompany  cleminatioms. Mos asscis owned by
cansolidated VIEs canmot be nenioved usilacrally By the Fama and arc
not gencrally available w0 the Finme Most relased abilivics ssued by
cansolidated VIEs sre noserecourse o Be Firmu In ceriain other
consohidaied VIEs, the Firm esiber has the umilmeral nghi io romove
mects or provides. additions] recourse through denvasives such as iotal
et swaps, garanicees or piher fomms of invohement.

In general, the Firm's exposane ba loss in consolidmed VIEs is limiied o
losses that would be absorbed om e VIE's et owsets ecognived i is
financial siplements, ney of amoumts absorbed By thind-pany varisble
imteresi hodders,

Badoct I Ralatod ta O dated VIES
AL D avialied 11 A Bmiait 11
i = I 2o
hearramieg el ]
s prpom o
umaen' - ki

1 Prremrdy sl 0 owisn derrewives oerTmleweln. pomevees el oFae e o
il G il 0 P Il sl

Non-consalidareld VIEs

The foltowing tbles include all YVIEs in which the Firm bos determined
that its mamimum cxposure b0 loas is greater thas specific threshodds or
mects cerimin other ordenn amnd exclunde cxposure to low [rom abalies
due 1o immuieriality. Most of ihe VIEs incladed n the Gllowing nbles
are sponsred by unrelaied pamies; the Fiem's malvemen generally is
the resuly of i socondary market=making activities, secuniibes held im s
Investmen securities ponfodio (see Nose ) and censin invesiments in

Nes-tonsclidated VIES

Al Decerriier 31, 2317
[ ] REE [ tr] RETEH iF T
ilu'ﬂm
e d WIS 3 4M7 f EMS 5 137 ) 3LEM
Mapimram o ionn
Dbt ey’ k] RN LR L BRE RS ] O A AT
Darates 300 O COPirecl - - 3333 - Er Y
e e W
Garping vahe of expoisie 1o o3 —Assch 5
Dot ancd gty ivierats B laEeT & 13 8 ::l.unill..m
— S T A - MR _—AEE .

Pzt BOLT Furss 11K

Morgan Stanley
& 1] L]
EE ] B0eENE B 1M F O ABET § AHG § HIT
B PR el
Dot arcd oquiy st

o3 § L2 MW LW oLHT
- - K2 - s

aorirachs
e = wr
Total i.HE [ EEE 11FE_ |m_E

Hon tidated VIll Mortgage- and Assel-lucked Securitization Aasaty
Al Depmbat 38, 01T i Doremtar 71, 2008
Tont et %.ﬂ
: ;: Fpry gty
Corremme inad rcaigages ELE T FE ] B ]
LB sy il siend
g RAgErE Wi 3435 T ]
e vy o # 511
R 1
The Firm's 1o loss d in the peevious iehle

often differs from the camying value of the vamable imerests held by the
Finn. The maxmmum cxposare o loss presenied imthe previous mble b
dependem oo the muberg of the Finn's vanable interest im the VIEs =d &
limiged 1o the eotional snounis of cenain liguidicy fbeilites, other credi
sappors, joml retum swaps, wrien pe opticns, and the fais valug of
comain other derivairves and invesmenis the Fam bas made o the VIEs.
Liabilines issucd by VIEs pencrally arc poe-rocourse 10 the Firm, Where
notional smounis are wsileed in quaniifying the maxamum cxposs
relased o derivagives, such amounts do not rellect (hir value wrile-dones
nlready posondod by (he Finm,

The Fim's masimim eaposure 1o s presenicd in ihe peevious 1able
donzs oo (e lunds e lTscttimg bemafin of any Msancial isinaments dat ihe
Firtiy maw uiiliee w0 hodpe these fisks associated with iis vamable mionesis.
In sddition, the Fimn™s masimesm oposae o loss presenied i the
previods lable is ot rodoced by il amoun] of collaieral hokd as pan of a
transaction with (he WIE or sy party to the VIE deedly agningd a specific
exposiarg jo loss.
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Securilization ransscions pooerally invehoe VIES. Prinarily as a resull
of ilx secondary i activitics, the Fim ewned addilional
VIE assety nimindy issned by sccuritimizon SPEs for which the maximum
cxposure bo loss is Liss than specific throtholds.

Addnional VIE Assets Oemad
A Decomba 31, & Do 1
[ T Feil]
1 3 T

These asseis were cither relained m comnection with fmpafers of assecis
hy the Firm, acquired im commeciion with secondary markei -muking
mrivitizs, hield os AFS securities in iis Imestment securities porifolio
isce Mofe %), or held s invesimenis in fimds. Ai December 31, 3007 and
Do:unber 3, 51I|5\. s .u.u:h. q'lu.ukd of seountics bocked by

lnams, mongape Ioams or ather
comsumer loans, mch E m:dlt card r'm-l»ﬁlﬂ. auinmaohile: loans and
siusdeni boams, T or CLO, and invesimen) funds.

The Firm's primary risk exposure ks 80 the seounitics assd by the SFE
owned by the Firm, with the highest risk om the most subordinme class of
beneficial interests. These asseis penemily are meluded i Tmding
wsscts—LCompoenic amd other debi. Trading asseis—Invesiments or AFS
securinics within s bvestment seowinies ponfialio and are measured m
Eaar valug (802 Nate 7). The Fimm docs not ik additsonal suppon n
these iramsacions theough contractmal faciliies, such @ ligeadity
Ercibitics, guamaniocs of similar derivatives. The Firm's saaamiim
caposurg v loss geecrally ogquals the D value of the assets owned

Securitization Activities

In a ﬂ:l.ml.lmll:!n |r.-'ﬂl:|l:!1.. ihe Fimm irmsfers asseis (gencoally

1l o rosi pxge loams or LS. agency securities ) bo am
hmullsmmmmﬂlhm&nlmmmhumuur
ceriiflcaies, issoed by the SPE, and, in many cases, meiains ather
benclicial inicnesis. In many  seoumication immaclions  mvolving
commercial morigape hoams, the Finm ramsfors a portion of the asicts o
1he SPE with m‘nhlnd pantics tmnsfeming the romoimng aveeis.

The purchase of the trensferred assets by the SPE i financed (hrough the
ml:ol'lhmlmu'ﬂ.ls In somne of ihese rm'lucmpm-'lhm'dlnn;

mompaee bosns in the U5, the Fim serves = servicer for
soume ar 31l of the ransferred loans. In mamy seoumitizations, particatarly
invelving resideninl morigage loans, the Firm slso cniers into demative
mﬂm primanly intercsl malg swaps of ineeres ralg caps. with the

Morgan Stanley

oot obligated, the Firm g Iy tiakes a market in the
soouritics. issued by SPEs in thew tmnsacions. As o markel maker, the
Firm affirs w0 buy these sccuritics ﬁmnﬂﬂlm!ﬂﬂ.ﬂ'ﬂlﬂlﬂ.
imedtors. Securitics purchased through these activilies are
o considerd &0 be retaimed inlerests, alihough (hese bemeficial imeresis
pencrally are imcheded i Trading asseis—Conporaie and oiher debi and
are memsured oi fair value.

The Firm enters mio derivaiives, pemerally imerest mie swaps and inigrest
e cups, with p senior peymens priority in many  seuritmiion
pmnsactings The nsks sssocizied wah these and smilar denivaives wish
SPEs wre essomiinlly dhe same g similor demvelives with nonSPE
counienpariies and ore mumaged oy pan of the Finm's overall exposure, See
Note 4 for funher informstion so derivilive imsimments ond bedgene

nolivities
Avirilable- for-Kale Sevurities

In the AFS securithes wiildn the Invesiment securities ponfialio, the Firm
holds socwmitics ssoed By VIES nol by the Firm., These
securitics include an explicht and imphic guasamos provided by the LS.
povermment isswed b ranssctions. sponsorod by the federal moegape
npendids and the moss seniof sooahiics tsond by VIES in whach the
socuithies are hacked By shedent loans, aubcmobile lomss. commercial
markpape loans or CLOM {ice Moie 51

Maurvicipal Tender Oyptfor Bund Frusts

In a mumicipal tender aptson bond trust tansaction, the Fam, generally on
behall of a client, imnsfors a municipal bond o @ el The tust ssucs
shwrisbern securitics dhad e Fimm, os the remarkcting ageni, scils @
imvestors, The chient remins o residunl imerest. The shor-iemm securities
nre supponed by o lipsidity (scilily parsmmi o which e imvesions may
p ibseir shsoricberin In some programes, ke Firm provides ihs
Niguidiy Thciliy; in mast progroms, & thied=peny provider will provide
sch Biquidity Giciliy,

The Firm may purchase shom-term sofusities m s role exther =
remarkcting agent of & liquidiy provider, The cliem cam penerally
erminaie the TrEsaction i any tim. The lquidiny previder can penerally
erminate the ransaction upon ke eccurrence af cenain evenis. Whan the
transaction is temmisated, the numicipal bond s penerally sold oe relumed
ta the clieni. Any losses saifered by the liquadity prenvider upon the sale of
the bomd are the respossibitiny of the elien. This obligmon generally
coltaerabiaed. Liquidny fagilings provided o nwsicspal wnder opison
bomd trasts ane classified a8 derbvmiines. The Finn comsalidmes asy
mmanicipal tender option bood trasts m wiich i holbds the nesidual inerese.

151 Decemshier 3007 Form 108
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Uit Pr ti

In & CL¥ mnsaction, the Finm imedlers asscis (goncrally high-qualiny
SCOREIics OF moncy mankel mncwmonts) 0 an SPE, ool imo @
derivative irmsaction in which e SPE wries profectson oo an unsclsed
reference st of group of mscts, trough o COS, o total wlum swap ar
similar i and ety o % ihe socumitics issmcd by the SPE
In some iremaciioms, e Fim moy sl cnicr emo mioest mie or
cumency swaps with the SPE. Upon the ocourmence of o credil event
relaned do the releremce pese, the SPE will deliver collmerml securilies as
parymeni g the Fimm, The Fimm i genemlly exposed 1o price changes on
the collaieral secunilies i ihe event al' o credit event and subsequeni sle.
Thise ramsactions ore designed 10 provide invesson with cxposune 1o
wertuin credil riak oo the reference dssel. In soeme nmsactions, the nssels
il iabvilivies of ibse SPE are recogmized in the Ferm's halsece shevic In
oiber immsaciions, (he tramsfer of ihe collmem| securiibes & scoounied for
a5 i sale of wysets, amd ihe SPE is not consolsdated. The sruciure of the
Iramsation deserrsings the acooumning restmen

Derivauve paymems by the SPE are collmemalired. The nisks msociased
with these and similar denivatives wish SPEs are cssentially the sanse as
sk |lar denvatives with non-5FE counlerparties and are manaped 15 parl
of the Finm's everall exposuso.

tdtheer Ntracimred Fimancimgs

The Firm anvests in imercssy wsucd by ontitics (hal dovelop and own
lowr-income comommities {including kow-incoeme hising projecis) and
cnlitics that comstnect and own Excilitics thal will goneralc encrgy (rom
remcwable resources. The inferests eniile the Farm o it sbuare of o
credits and (ax [osars penomicd by these projeces. s addition, the Fim
ha issised puaranioes o meion in coiam loo- oo hmnsimg fimds
The g are designed io refum an *s coninbwriion to a fimd
amd the mvestor's share of tnx losses and tox credis. experied io be
genamied by the fund. The Firm is also involved wilk entitics designed
1o provvide max-cificient yiclds 1o the Finm or iis clienss

Cwllareratized Loan aad Hebr (bipntoms

ACLO or o OO s an SPE that porchases 2 pool of assels. consisling ol
conporaie loans, cofpoemle bonds. ABS or symlietic exposures on siilar
sasets thromgh derivatives, and isues nwliipde wranches of debt and
equity securinies 10 invesions. The Finm usderwriics the seourities ssoed
in CLO wassactions on behall of wafiliated spossors and prosvides
advisory services 1o these wmaliliaied spossors. The Fum sells corporate
loans s meany af these SPES, i oo cadcs epresentng a sigmiicant
pnion af the wial s purchased. 1T aecessary, the Finn may retin
unsodd securifics issued im these rransactions. Although not obligased. the
Fimm gemeeally

Procernbor BOIT Furms 11K

Morgan Stanley

makes a market in the soowitics assucd by SPEs m dheic tansactioas.
These beneficial inicrests are mclodod in Trading asscts ond are miasared
Al fir valune.

Eurity-t inkeal Nates

In am ELM ransaciion, (ke Fim grically mmnsfers to an SPE gither {115
mote isstied By e Finm, ihe poymemes on which are linked do ihe
perfomunce of 3 specific aquity seourity, equity indes, or other index or
(2) debn spourities issoed by other companies and & derivative contract, ihe
serms ol which will relale 10 the perfonmance o' a specilic gquity secusicy,
equity index or other index. These rnsactions are designed 1o provide
Imeson. with exposure 10 cemmin ks relaed 10 the speciflc enuity
security, equity index or other imdex. FIN mnsactions with SPEs were
mod gorsalidaied s December 31, 3017 and December 31, X016

Transacthans with SPEs in which (e Firm, aciing s principal, ransfemed
financial assers with conlinaing involvement and received siles reament
are shom in 1he Follewing teble.

it i L] -l L} E - @ W i
FEﬁE_' 1 ¥ ﬂ | a
_-:-J—Ih-m‘-uur:-—q
et g - F L ] L I
[p———— . E . # " o :
et [l v " ) =4 ’;_l_E
Doty bateen (1aa vy - 3= = "
54 Dpomsires 31, 2014
us. L ana
L. £ Lo, b
=TT = ] [ TR i
e e = S
e T
mmﬁm—
iremamrand gracs 3 - 35 ™M 3 m 3 -
ParrevriTene e . 3 b T i i -
=rite sawets e v £] ; EE T = & W
[mcteaee abBoes (o g — = =39
Lt — Eoors Frig wan.
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Morgan Stanley

The Fimm also cnters meo izansactions i which it sclls oquity socuritics
ured comemporacoudly coters ingo bilmenl OTC equity derivalnes with
the purchasers of the securitici, through which it relins. the exposurs ta
the securifics as shovwn in the following abie

Aasels Sold with Retsined Exposune

[ 1 5 m
4 é 4 Al ki Dpcombem 34, A Decemtas 31
auErh 3 [ = T Fil
Dy o i b, L) (o] mapwh
P e ol
3 - t T ' e ' 11,308
s WI“"L‘E%E_ Fire wausn
[ 15,018 5 11300
I grads { ] .- 1] g i wr Drovivarieo suseris recogrioos
%&E ) e 1 Tt Dl ety e 1
] 1w 5 LEe Dutvateye: wabBRL Mcragnsed
L] L
it gende 5 ] L] =, ! 5
"M!‘#& L] M 1N Fabled Salis
1 E ] n E] E_
I&i e iﬁ » [ ¥ ,:.r ¥ s For wmunsfers that fall 1o meet the seomuntimg criteria for & sbe, (he Fim
T conlamues §0 reeognise the assets in Trading assens @ Cur value, snd the
Transfersed sels are camiod al far vahes price 1 securitizntion ssdany  Finn recognises the associmed liabilithes i Cther secured fsancings »
changes i fair valug are recopnized im the incoms: stitements. The Fiem  Tir value in the halusce sheets (see Nole 113
may st s umsderwriler of (b beneficlal imacrests isued by these

sexamifimation velicles lovestmonl bankmg undarstilimg ool sovomcs
ate reeognieod i connextion with those trmsactions. The Firne may
retum intercsts m ibe soounitiood Mnancil asscts as ong of mone minches:
all the securiliation. Those retained mioncsts s genolly Girvicd a8 Gar
valur in the balanee shoets with changes in fair value reoognived m the
inonie shileimenis

Procasds from Mew Beourilization Transsciions and Sakes of Loans

e, ) I
e i % T

[ — 2,337 amt 1082

St o covjaeaie cane W CL3

EE Ll 1 ] 19

T Fd i O e i el Al of ot G B CLO sl @ P s O P el
g rud rutil B il oot o rpesied
1 ] Oy o e

The Finm has provided. or otherwise agreed 1o be responsible for,
reprcscmations and warrantics rogarding conzin asscls tmnsfomed o
seduritization iressactions sponsared by (e Finm (e Mote 120,

The assers mransferred 1o cemin unconsolidmied VIES in irassaciioes
nceounsed for as falled sales camnot be remosed unilaierally by the Firm
and aee not generally svallabbe 1o the Firm. The relmed labdlivies are alsa
pom-recourse e the Fiem, In cenain orber fadled sale ransacions, ihe Firm
bas the might 10 remove assels of provides addalonal recourse through
derivatives such as ial retum swaps, puatanioss of other forms of
Emalvement.

Carrying Valus of fussets and Liabiities Related o Pailed Salos
A Decemier 3, 3007

Annety hites

[T [] [£H] [T

14, Regulatory Requirements

Regulsiory Caplial Fransework

The Farm is an FHC under the Bask Holding Company Ac of 195, &
amended, and is sabiect so e regulation and eversight of 1he Board ol
Governors of the Fodemal Reserve Swslem (“Federal Resenve™), The
Federal Reserve cstablishes caputal neqircinents i the Fiam, including
well-cipataliad standards. aed cvaluacs the Firm's compiance with such
caphial requinemenis. The O0C eamblishes samilar caplial requircinimis
i sandards for MSBMA and MSFBNA (eolloctvely, our “LL5, Bank
Subsidianics™). The regulaiosy caphal requrements are largely based on
the Basel W capiial sasaants

&l Desormbar 31, 2218

(=
[

Fmiloc] nwiew

1531 Dhecaarsher M1 T Foom 10K

417/476

EDINETOOOO
000000000 m0(eos871)
Oooooooa



of Conterda

Notes (o Comsolidated Financial Statemenis

cutpblished by the Basel Commatiee on Banking S dsbon and alsa
iplemnest corlain provisions of the Dodd-Frank Wall Strect Refoom and
Corsumet Proloction Al

Hegulstory Capital Requiremeais

The Firm s requred to nmintais mimimas risk-haeed ond |everape
capits] ks under dhe regddaiory capiinl requirements. A summany al
I‘:Th:‘lwl-hm af regulstory capitd, RWAs and tansition provisions

Mlimsbrnm sk -hased caplinl maiio regquisements apply w0 Commaon Equiny
Tier | capiesl. Tier | capiial and Towl caplial. Cenain adjusimen s s and
deductions. from caplinl are requined lof pusposes of determining ihese
rasins, such s poodwill, inemgible asseis, cendln defiermed n asseis,
olser amousts in ADC] sad investmests in the capiul instraments. ol
unconsolidated Mnancial insainstions. Cenatn of thess adiusemens and
deductions ane alsoe subject 10 ramsinional provisioss.

In additson fo the minimmom rsk-based capital mio Is, om &
Fully phased-in tasis by 2009, the Fimm will be sebject o e Gllowiog
buffiers:

« A preabor tuan X9 Common Equity Tier | capiml cosservation
balTor;

= T Commem Equity Tier | G-518 capiial surcharge, curemly ai %5
and

¢ Up e a 2% Common Equety Teer | OCvB, cumrently sei by LS
bankisg arencies o oo

The phase-im amounl lof cach of the buffos was 8% of the fully

requertienl {n M7, and iscrcases 1o TR im J00R
Farhire vo maintaim the bufTers will result im restemons o the Fiema's
ability to make capital disiribstions, meludng the pavmen of dividends
and e epurchise of sock, asd w0 pay discretionary bonuses 0
evecutinvg oo,

ik Weighted Axsens

BEWAs reflect both the Finm's om- and oif-habince sheel sk, as well as
capital charpes aftribuiable io ibe risk of b anking from ibe followmg:

= Credia risk: The falure of o bomoser, countemany o issser W mest
its Kinemcial obligniions 1o dhe Firmg

= Miarker misk: Adverse changes in e leved of one or more market
prices, ries, indices, volatilivies, conelaiions of ather marker facices.
il as iarked ligumdiny: s

= Cperational risk: Inadeyg of Ealad ntsplmru.rmn
Pumriam Excloes of from extertial cvonls leg. faud, thell, kegal and
compliance risks, cyber altacks or damage g physical assos).

Ihecemmber M5 T Form 1-K

Morgan Stanley

The Fitm's risk-based capital ratios for purposcs of doeninning rogulatory
complimce ane i lower of the <apital ralios computed wmder (i) the
ssandardizod approaches Bor calculating credin risk and marker risk KW AL
(Sendardized Approach™s and i) the appicable advanced approsches
for calolring credn risk, market risk and opomtioml sk EW AL
i"“Adhanced Approach”L

The Firm's Kegulatory Capdtal and Caplial Barles

Al December 30, 2017, the Fne's mibos gre based on ihe Sundardised

Approach imansitional nibes. Ay December 30, 2006, the Finn's miics were
based an ihe Advanced Approsch munssional rules,

Regulatory Capisl
HH! m:l’
[
i e Bvaaie Fana R
oo Bty T | o E S T I
Tour 8 cogpta R L ke
S r—
- -
Tatd AfiAa. 4 Jmsm W wa
Adnud g macin! BHZIT LL} LL)
1 Doarvieir 31, X308
1
Tt § papitia SN 19 0% Tk
Total sapal TAMI % nan
Tl 9 lwmtags: - d% [ 8.
Totat Frfukn L WA A
LiLE_ ) LW
1 P it it el i i ety LA e
] ““-““ﬁ ":“mr. AIH” o
Pa sewnge Saky baderce of g Ty ety wrdee S GAMP Susing Te

Coraniduua on
qusrier e [becenter 11 N7 g Ceoambes 31 0, respecteety. adiaied b dasicesd
! A lohid B Rkt u—--wll-lln-i-n- N AT 0 T SR

LUK Sk Subsidiaries” Regwlanery Capital and Capital Ratis

The Finm's U S, Bank Subsidiarics se subpoct 1o simdla regulatory capital
roquiremimts ax the Firm. Fasure 1o meel memmum capital requircnisenis
can nitiate ccrlain masdaiory and discicionary actions by repulatons ihal,
il undeitshcn, comld lave a direct msloial cffect on e US, Band
Subsiduries” and the Firm’s funcial statements, Under capital adeguacy

ideli and ihe v framework for oomective aciion,
ench of the L5, Bank 51.|b|||in.n|:|- s et specific capitl puiddines
that mvohe quastitalive menseees. of s assels. liohilfies and certsin
off-talanoe shoet ibom a3 caloulsed under regwlitory  sccouniimg
pemctices.
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Esch U5, deposdlory nstrution subsidiary of the Firm musg be well-
capitalised in onder for the Finn to continue o qualify as an FHC md 10
omnlims b0 enpape in the broadist moge of femancial adtivitics penmittod
fior financial balding compandcs. Under ropulsiony capitsl requincmenls
adopicd by the LS. federal Banking apencics, LS. depasitory
it fisgions musi mainiam ceriaim mimimuom capial mise i onder o be
comsidered well=copitafired. At December M. 20007 and Decomber 11,
2016, the Finm's U5, Bank Subsidianes mamtasined capiial ai kevels
sufficiendly in cxoess of the univerally mandaed well-capitalined

i I5 1 address any additiceal capital noeds and requsremenis
identified by she LS. federal hanking regufators.

Al December 51, 2017 and December 3, 2006, the U5 Rk
Subsidiaries’ ratios are busad on the Standardized Approsch iransilicedl

MBAMA'S Regulstery Capital
— owssann
Cipuiiai
- L] At 1
et 1 putial 1618 L L]
Tl cagaal 1 o 0%
T} AR I [ 2.8
Ao Demmrsibert 31, 00
Capikal
- u
it 1 cagutal [FE . e
Tritad v g 14858 BT nre
Dot lorrage T TS
1. Copii ibon Wl i Soauinisd i Sl 40 D coriideried seilcaplalitod k¥ U5 reguimy
MEPBNA's Regulaiory Capital
[ ] T
ol
ie A Mt Fur!
T Erpaty ot 1 gl ¥ L (1.
Them 1 [F31 ] AN i
Toasl LFi 0] 1Y W
T 1 erivinge LE] ] LEs.] s
At 38, 31
is A Rabc Pt |
Cormmor Expify Tt | capekal ] 1
T 1 e - RLY A
Tﬁ: =] o E Y s
T ) brveragn a5 1% A
1. Copias ratoe. Bar 2 saquired i 8ger 0 be - o L5 T
rpoer

Morgan Stanley

U5, Broker-Dealer Regs
MEACa. Reguisiory Capiial

i-:ﬂ AN Deeamber 31, 2007 ot Dperriner 31, 2FIE
A n [
Emcolrii il

—oages Lon Lou,

MS&Co. s a ropistered US, brokor-deaber and repistonod  futupcs
eonunisason moschant and, i , i subject to the minimmam oo
capilal requircments of the SEC and the CFTC. MS&Co, has comsistentiy
opcrated with capital in ooosis of i nopulinany capilal poguircments.

As an Alsernative Met Capital beoker-dealer, and is accordance with the
markei and credii risk siandards of Appendic £ of SEC Ruole 152%1,
MS&Co. s subject s mimimum nel capiinl and ienimive nei capssl
requircmens. In additan, ME&Co. must ratify the SEC il its bontative not
capital  flls below  cermin  levels, A1 December 31, HH7  and
Drecember 51, 2006, MS&Co bas exceeded s e capinal requiremens and
has ieniolive net capiml M excess of the mimimum and nodification
regiinemenis

M8 LLEC Regquimery Capnal
1 i siais A Decermbs 31, 3017 Al Bt 11, 3008

fetcaed % ied % M

Excain Sl
a0 3797

MSSR LLC is o registered LS, broker<denler and incwdicing broker for
the futures business and, accondingly, i sshiect 1o the minkmum net
cophial requirements of ihe SEC. MSSB LLC h.ls conskiently opermicd
weith capizl in excess of ity repulsiory capiin

mber Regulated Sulskdiaricy

MESIP, o London-based broker-dealer subsiduary, i subject w the capaal
roquircmass of the PRA. and MSMS, a Tokvo-based brokee-dealer
sabsideary, o satnect 10 he capilal roquircments of the Financaal Services
Apency. MSIT and M3MS lave consssiemly opeeated with eapiial in
exoess ol et Pespostive eemilalony capeial rxuicments.

Crtain other L5 and non-U 5. subssdiancs of ihe Hrm arg subject
wArE securities, Ill.ln I.rll kimg and capaal

incmeTils d by ihe ¥ and ouchanpe
nlubmlnﬂ'lhr:m in which they operik. Thess sabsidiaries bave

consisiomily opormied with capital in exocss of their loml capital adopmicy
TEqUineEmnCns.

v Capital Requi

153 Decomber 20017 Foom 16X
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Restrictions on Paymenis

The regubiory capial cequiroments refemed o0 above, and comam
covomnls coniningd i vanous agrecmenis goscming indehicdness of
tbe Fimm, may nestrict e Finm's shility o withdome capind from is
subsidianics. The following ishle represonis not nsscis of comolidsted
subsidianes thail may be resiricied as o the payment of ceh dividends
e schvances i ihe Parom Compasry.

M
Deconter 11,

(- 3

s
15, Total Equity

Margan Stunley Sharcholders Exquity
Comman Sk

Roliforward of Commen Stack Outstsnding

1. 1)

L] il fm Frma W e et §
Ry repTRass program (- Shane Raputs Progrer) in s38Bon @ e Py Sa
[

P rapis Prpjiie Tipdicdy Bl fapv-turised filale ol AT A W
Ermpioyes b weisholdng.
T Ot Wiamed. rant Ahee lased in o farkted B Dmpirps dicsl ol oo i dor

Rl corwwraam

Divhidenids and Share Reparhases

§ i el - i bl M

Fopa reranem of comesar vk [ I ;I T
The Fam's 2007 Capital Man ("Capiial Ple™) includes e shang
repmechuse of up 10 5540 billion of custesding commaon siock for the
penod beginning Jaly 1, 2017 throagh Jung 30, 2018, an increase from
533 bllicss in the 2016 Capind Pan Addiiceually, b Capinl Plin
ingludcs sy coommon stock dividends of up 1o 50,25 por share,

Pursaant w ihe Share Repurchase Program, the Fiom consaders. among
ot ihimis, husingss sepmen capiial neads, a6 well o siock-hated
compemation mnd benelil plan regquirements. Share repuechuses under
thse program will be exencised T ine 1o time 31 prices the Fiem desins
G-

vz 01T Furss 10-K

Morgan Stanley

priaie subjoct b vanous acors, including (he Firm's capital posation and
markel conditions. The share sepurchases may be eMected throagh open
markel purchases ar privascly nepotinlod ramsschons. inchading through
Rule [06S-1 plant. and nmy be suspended o1 amy time. Stare roparchases
brw thie Firm are sishject to repuliicry appeoval.

Emplover Siock Trasis

The Firm hus esublished Employee siock msis o provide common siock
voding rights bo cerain employees who bold outsianding Bt5Us, The ssers
of the Enaployes siock mnasts are consolidased with those of the Firm, mnd
the viluee of the siock held in ihe Employes siock irusis is classilled in

Margan Sunley sharcholders’ equity and genemlily accoureed for in a
wanmer 3 imilar s ireasury sock.

Preferrod Spack

15 18

The Fim s suthorised 1o e 30 millbon shases of preferred siock. The
peelered siock Bas a prefarence over the coninom sicck upon Bquidaion
The Farm's prelerned steck qanlifics as Tier | capiad in asccondance with
repulmory capieal requirements (56¢ Noig 14)

Prefered Stock Qutatanding
Share
—"-"““'u‘l‘ﬂ_ o [y sk
- Laguciarace s

o T ™ I"-El!hl'- 37 2 2 :-:;u il
:.H 3 bl L] L] § 1900
= LT 1,08 ace s
E 4,800 28008 o] ez
K g mpse 1sa ]
o 0,50 25,008 0 200
" 52,00 ‘N 1,580 1,300
| 0,000 800 1,000 1,000
: 0,000 Rt E: 1,500
T e N —

fare £ & onepoeed of P diunes of TISLTEE shanis of Senes © Pevtered od
MG for an aggivgete purchass peoo of 5907 million, kes e redemgson of SH0809
ahaer o Bavios © Poolerord Bk of B500 sullon, whu wevn oo o 13 doferon shaes
of approsrrately AT nelon
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Notes to Comsulidated Finaneial Stlemenis Morgan Stanley
Prafarred Sbach lisuancs Destdiptian

CA*  Ooiober 1L 2008 10% Perpahsl MosCumulabve honWoting Peetered Sock 1400 Caiober 15, 2001 am
B Saptember 33 2013 :Mmmmﬂ::mmnumm:;:mw 25000 Ociober 15,2021  #AN
[T

F Decemisar 10, 2013 34,000 000 Deposkary SRare, SCh MpEsenting & 1/1,000M inierest n & shan of 25000 January 15, 2004 QR
poipetusl Frne-1o-Flautng Rste hen-Cum it Pritsmed Stack 30 01 par vk

fril Aprl 25 2084 mmmum-mm“h.my 25000 Juy 15,2018 Asdpd
[pefpetual @ AXEN fen-Coffulaifes Prefiimed Sioek. 2001 par vt

L UL Al 2. 20U 1,300,000 (s 7 Shared, ach seg g & LI5E eleredl i 8 shafe of parpelus 25 003 Jurp 15, 2000 LR
Faopd-ic-Finatng Mate hon-Cumulstve Prdered Stock, 3001 par vaiue

. Eeptemzat 18, A4 40,000,000 Depoutary Shate, mach represening i 1710005 nierwad nos stamw of 25000 Ocober 15, 2004 b e
pemes Fale Mon-Cumuisties Pretemed Siock, $0.01 par valus

AP March 15 30th 15000000 Dap w Shares, wach & USHh Pierest in 8 shate of perpeiunl 25 000 Gy 182000 AR

Mmmwmwm

Fi‘.ld-ﬁ-l-'hh‘u
AL Asrvanry 2007 40,000 000 Deposiary Shares, sach w178 200 nlerest 0w share of 38003 Mpell 45, 2007 b LT ]
@

1mmmwmwuﬂﬁ.l Foll 1 6 e 10 500 par Cigeisitnry Bnare Tha radeeysnon (s [or shars Iy Sonsy # and J & e w 57000 pr

Mnrh-m ] i |
lmnﬁrdm-muhhnmnﬂd-wh-nﬂ—ﬂh T
4. Divaieecin om B Seown T refmrod viock it e @l F destesed by e Bose 0 cash. @l e i of 10% per s of e gusistan prafeenos of 30 000

e
:hmﬂ-“-hlmmﬂmmnmu-amm oo e e e, 4o ey vt Parrranl disks o o e B redeeliens Site o (50wt B e i ft el ey
o

B Db e Do H o s i i o o i Hﬂlﬂ;ﬂmllﬂllﬂw
I‘Dlnﬂdmhjmmhmmﬂm1h?ﬂﬁ ity fereate 0 adddon B B eeryion pros e shere . Pa ssderphon price ok, sy decered
[ rvideraiy

I5T Dlegrniber 2007 Foam 10K
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Notes to Comsulidated Finaneial Stlemenis Morgan Stanley
Pertod ct in OC| Comp -
Fewtmi T 8 Bdy
——— ==L o ot Ly e r= R =" Vst
Ry LM LT B LTy
Ty e Mt Temm rerireilieg e f‘q.IHr . L] |"l1l| i i L 1 vﬂl 1] y L] (L]
hm#%ﬁ = =
colaaay Lo 3 W B 8 m o3y e = T
H & T E_ T 1wty i LTI § (e B i
onl-;-:r l"' L) ': ﬁ a3 - & L3 : ] .H i u.}. I E I — 1] n%}‘
Hul'h 2 7 = = s —
e @ i ﬁ i q_r —= E _nnu:-r' W M O F o b i B = TR ]
oy CRT T T T 1o e S S S =
e ¢ . s . 1, Nt~ el g b b
for=y T Covprrnsti Id el smpreees ¥ B Py S 41 atesier o VR Y toveled
f:_ L] i L R RN, RS it vy gy SRR RN Y
(] - "
E L ﬁ L] g Ve § R W Cemaulutihve Fordgn Carrency Tramiation Asdjustments
e i [ & b forzign cumency  tmansbatian mclnde gains or
[ B [T oy boses resuliing from tmnslabing forcign curmency financial smternents
i e P - R~ T ivom their respective fungtional curmencics 1o LS, dollars, net of hedge
Mﬁﬂ:ﬂm‘ 'ﬁw. o o s - ol Boswscs and eclaied ma effects. The Finm oees foreign cunmency

|Becamben 2017 Form 10-K

CHITBCE. W1 e ihe curmency exg fatng o ik nel in

im non=L1 %, dollar funcrional currency sibsidiaries. The Finn may clea
ot i hodge iis met invesimenis in ceriain foreign operies duc io parka
comditions or other rersons, includieg ihe svailsbilioy of vanees cunency
conimet ol le cosis informmaion a1 December 31, 2007 mnd
Decensber 81, 2016 relsting 1o the effects on cunsslative forgkgn curmency
wranslateon sdjustmeess bt resihied Froen (b tanskateon of forgkn
curmency fnancual simements amd from gals. and losses. from hedpes ol
the Fimm's net invesiments in non-US delle fimcticeal  cumency
sbssldiarics {5 samunarioal im the faTlowing able.

Cumulative Fareign © y Tranilation Adj Ea
&i ]
o n, = n,
5 i Fik b ikl ]
Agnoumed with el FnaEimans n
Sadaney et g nae-U D Soliar
T (A 3 Pi-ﬂ"lﬂ
e o 55
g v of sl Inveimants
RenALE. Balar LneEaasl SRty
sty e wslzail b Feiigesn. ] 16,538 4 L]
I15&
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Notes (o Comsolidated Financial Statemenis

16, Earnings per Common Share
Calgulation of Basis and Diled EPS

Morgan Stanley

17, Interest Income and Interest Expense

Intercst income and  Enlercsl expensc arc clasified in the inoome
staberents based om the nonwe of ehe inmstnemen and relmed marka
conveniiois. Whon mehuded ad & component af dhe mdtrument’s fmir
valug, inferest i mcluded within Tradieg revenes or  lnvesimenis
revemes. Ciherwiae, il s mchoded within Imicrest inoome or Inierest

18, Deferred Compensation Flans

The Fim pomsing varioss  deferred  ssock-based  and  cash-based
compensation plens for the bencl of coman csmem and former
g

Stock-Based Comprawution Plam

Slock-Based Compeneation Expenes

e ) 297 poil g e
Asls i W § 04§ 10m
ock opons - F 1]
E" ] 1,0 3 1.15 F T ]
inmden

~Rutrerrmr-sigis swardsl L L] D3 L

Sptlirarag ymi Tinl Steirk R0 Shrtiet @ RlUE BBt ARSI

159 Decemaber 200 7 Fram 1005
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Notes (o Comsolidated Financial Statemenis

Tax Benshi Related bo Siock Based Compensation Expense

3 i midfics 2017 2018 2015
B ] il
1. Exchptien incorm  Ran srlated B eeiployes  SSorv-laised  gwars
[

Unrecognized Comp mion Cedt R d o L d Secch-Haied
Awards

Al Decosmbar 31,
1 e T
0 b recogreed
20LE 5 T
bl 168
Tharster Fid
Toul L L7

1. Amouris do nol nchude lorfetees, cancelstors, scoslerstons or 2017 parkerance

yBar comperialion searded in Jareery 2018, which wil begn ia be armotited B
C1 (hew D Arnus Comperaanon Cos ke 2017 Pedmancs Yaar Amards. tabie
L]

In conncison witls awnrds under (5 siock-hased conpensation plans, the
Firm is suthorized o jssue shares of common siock held s rremsury or
newly issoed shares

The Firm generally uses measury shares, (Fanailibe, 1o dcver shares o
cmplevoes and has an ongeng repurchase aubonuation thal nghades
rperchoes i conccion  wilh  owands wnder i stock-basod
compeisation plans. Share repurchses by the Finn are subgsect 1o
regulasony appeoval.

Commeon Bhares AveRabis bor Fuluss Awards Under Stock-Bassed
Compersation Plans

Al Detomber 1,

Sae Note |5 for sdinonal miosilion om the Fam's Share Rioguiclioes
Prosieaii,

Restricted Stock Umits

BSLYs are gencrally subject to vesting over tme, genemlly theee years
from the date of award, conlimgent wpon continued enploymens and
subject to vesiriciioes oa sale, mnsfer o assigmment until comversion o
oommon stack. All or o ponion of on award may be camcelled if
cmplovment is terminaicd before the end of the relevant vesting period
amd afler the relevant vesting period in cerinin situations. Reciprenis of
RSUs may have woting rights, a1 tse Firm's discretion, asd gencrally
receive dividend equivalents o e pwards ves

e

[heoembar 2017 Form 10:K

Morgan Stanley
Vested and Unvested REU Activity
T
Average dwatt
Biurnba of (=]
1 ooy Srares Far Vaiue
- of peniod 1 5
Avarted 22 4294
Corwetuions hn commnn sinck (=11} zﬁ
[ 3244
nkrinaic varue of 350 ot
e of Jdodary n mikore | | ] #.8X1
AT dais far
MLy pwarded m 3014 ] Haa
RSLis mwarded n 2015 u
1, A% Decambar 31, AT, Fu weghtes Fvange memanng form il deiweny i Ba
@ S waa 1.1 puarn.
Urrvested RSU Activity
=T
Weghiad
Boataga
harimt of Aswnd Date
abarms el Shares Far Vel
[T R ——
e [ 1 2870
Awared i L&
Veaind (£ AR
Carcaled E 1186
at percd 3 2384

1 Unvewled RS reprosand owandy whats Iscgesnts haw et &2 eatuly adhar e capiod
vrabng fe t ckeeme ol g bir mgqurs e

Fair Yaler of RE4 Activity
Fathl:}

1088 5
1oa8

25

1548
1293

COTON Fiock ¥ 140 5

14T3

Stack Optkons

Tha Fiem hasd no sinck eptiens oulszanding as of December 3, 2007, s
&8 nol el stock opelons s 20 7, 2006 ar 012

Performance-Basod Sock Unigs

P5Us will west and corvent 1o shares of conaman steck ondy if the Firm
satidfics predelonmined performance and sarket-based conditions over a
thrce-year perfommunee period. The samber of PSUS that will actually veit
manpis from (7% 1o 150% ol the tanget award, based on the extem b which
the Finm ackoeves the specifiod perfoemmno: poals. Owme=hall of the award
will be eamied based on the Firm's mversge refum

(1L
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on oquity, oucheding oorain s spocificd m the plan terms
"MS Adiustied ROE™), The otber half of te avard will be carned based
an the Firnma's solal sharchaldor return, selative 1o the wolal sharcholder
retum of the 3&P 500 Financials Secior Index (“Relative MS TSR
PSLls have westing, restriction ond cancdimion provisions thi are
penomlly stnilar io those ol RS

PBU Fair Valus on Award Date

017 mis 2015
W5 Aspuied RODE ¥
Falativs M5 TSR £8.02 24.51 3aer

The Relative MS TSR i values on the award date were estimumod using
& Montg Carle ssrnlation and the follawing assungeions.

Monte Carlo Sreulation Azsumptions

Pl ¥ e it Erpeci ock  Wapsrind Drvdons
Asard ¥ mar Fiw [ ] -]

0T AW = L)
mis 1i% Han Be%
mis o FLL %

The risk-free inberest mie was delcnmined based on ihe yiclds svailable
an LS. Treassary sero-coupon issugs. The expeciod siock price volaiility
wis ditermimed nsing hintorical volatility. The cxpecied dividend vicld is
oquivalenl o reomesting dividends. A comelatiom cocfficiom was
developed based on bistosical price datn of the Finm and the S&P 500
Financials Sectar Index.

PEL Aetivity
17
ane s mdan _ﬁ?!w
1
Conversions 1o common sock [t
Pi5tis al end of penod a

Delerred Cash-Bascd Componsation Plans

Defemed cash-tased compensation plins ponemally provide a rotum @
the plan participants hascd upon the perfommance of sanious reforenood
invesimems,

Morgan Stanley
Daferred Cash-Based Compensation Expense
5 in e T 2018 IS
Defarred cankhabed awands T i & 081 & B0
Retam on mfsmeced imvesiments L] z laFi
Tatal” % 1,79 & il § Tid
Tndude X
mtrarmart sigeie st 3ot s w5 w4

I Mat of carcalatony
2 Hreisiea b= deferod cass-hascd campeneaton srisipaded b =0 gwatsed noJanuery ol
e dcloweng year fral dose mof cordan @ fulune seVCE PROUTRTTIT

Urrecogmized Compensation Cost Related to Unvesied Delened Cash-

Baned Awards
At Decmmier 11,
iﬂltl-' 2007
FECOgrined

2018 L s
Frl 15
Therzansr 1
Total : 5
1 Bervguis 90 ra i g FIEnEs or MHDT on e merroniy

] o 2T p ear
wermdied in Saruary 2918, whet will bagn i ba smactasd i 018 (s tatoa)

Aprual Compansatican Cost for 2017 Performance Year Awards'

n e Hiid o) Thareafie Tekal
[ 1 £ ]

D canrehaed

oot t ] EE bl 1 1,037

Tl £

1 Awwrded i Jenaary J0TR 00 OPSan 0 Toline BeneON MTLRITEN Amoanin
rchcls fofetase. carcelations, Bcaeaions, o By AR eElm on eteenced

19, Employvee Benefit Pluns
Pension mnd Other Postretirement Flans

Coertnin L' 5. employees of s Finm esd igs U5, affilimes who were hired
before July |, 2007 se covered by the US, pension plan, a
nom-contributory. defmed benefit pemsion plan that is qualificd under
Sectiom 401150 ol the Imical Reverme Code (LS, Cralified Flan™), The
U5, Qualdificd Man has ceased favure benell sconals

(1] Dhecember 2007 Form 1K
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Unfunded suppderncnitany “Supplemcnial Plans™) cover oortain
axiculives. Liabilitics for benefils payvabile andir the Supplanintal Plans
ame accrund by the Firm and are funded when paid The Morpan Stanloy
Sapplomental Executive Retirensent and Excéss Plan (“SEREF™), a
niecomtribuiory  defined benefit plin it & pol qualified under
Seciion Ml{a) of ihe Iniernal Reveme Code, hes cessed lubre benefii
sccruais

Cerinin of ke Fim's monell S, subsiduries ako bave deflined bemedii
pension plans cosering iheir eligihle smployees

The Finn's pemsion plans genemlly provide pession henedits thas une
hased an each employee’s years of credised service snd on compensation
levels specified in the plans.

The Fem has as unfunded posmatiremen beoefln plan thal provades
medical and life lesumnce for clipible LS. retrees and medical
insssrance for their dependients

Companents of Het Perlodic Beneht Expense (Incoms)

S S | E——T

1.0 mileen
Service comt Benafiy wamed dureg
o pariod i i i iF | il
i 0 roa D0 peTganied iereshi

R ] uEz
Enpcind refirs o plan dasels [LLE ] [ ] [ ]
hind SImortEaton of pros BErcs:
crmil - - I
Pk} BTN O BT W i LF m
Semerert oih - - ]
il pricadic enaiil
lirccme) e s 3= 3 __m

P Prbrofire—ee Flan
R = e
oo

i i i ] ] 1 £l 1
Inlsred cowt on projecied benebl
J— 1 4 ]
Wi SRRt o pra BTV

[1%) {1 o
Wl pedieli DEnetil eageie

¥ fa i (N b L]
Fre-tax Amounts Mecognited in CC1
Sprpion Fng

1 Fsmn il [L]
hegt gaw o] & 0 ETT) 9 i
Prricet mrvn cracdd {oouth 2 1 1
AMmemeaSon of prof S8nce Sit - —_ i1
Armernrason o nil ks ir 12 28
Tota (O

[heoombor 2007 Form 10:K

Morgan Stanley
Ot Pistiptde=ast P

£ i s FITH 18 FIEE
g loss) [ L] T a
Prior senice cecs |costy - - L]

Amordzatan of prer senice

L] 117} LI
Total [T i_e oo

The Finn poscrally amoniees e hcl pokodic benelil exponse {incots)
e unrecognizod ndt gains and losscy excocdimg 1% of e greater of the
projecied benefit obligation or the marko-relsiod value of plan ssets. The
U S, Qmlified Plan aed the SEREF amaortice the unrecognived net gaims
il Iosses ower the average life expectancy of participanis. The remaining
phins genemally amoriiee ihe imnecognised mei gains and losses and prior
service credit over the average romaining service period of  active
pericipanis.

It Reenrage & T Usid 1o Determing Het Pariodic Bonefit
Expense (Incoms)
Prnsann Par
T o 1M
oo rain T AnTN B L
Expaciad bong-term rain of
FRAUM on plan assets 1EIN B 155%
Raa of FUILs® OOamyssnsation
L A 285
Cher Posretrement Plan
T FaLd F=IH]
o rain 1) A%

The accousting for ponsson and posircuement plans mvolves comaen
nssumiplions and cstimaics. The expecied long-ferm mic af reiurm on plan
nssels is on pssumption that generally @ expecied to remaim the same from
ooz year 1 the next unless thore i o significant chasge in the tanget ssa
nllocaiion, the fees = expenses puid by ihe plan or market conditions
The experied long-term e of refurm for ihe U S, Cunlifled Plan was
estimaied by computing a weighied avernge ol the underlying long-ienm
expected resunis hased on the invesinent manngers' mrgss allocaiions
The US Cralificd Plan is primanly vessed in lixed inpome seourinics
il Tefaled derivative mminmenis, mchuding inierest mie swap oonimcis
This sseet allocation is expected o help proicct the plam's Tinded stans
il liomit volsility of the Finn's comtritiiions, Towl U5, Ouabified Plan
mmegment  portfolio perfornance s sssessed by comparing  actual
bvemmen perfonmunce with chasges in the estimated present value of the
U8, Cuadified Flan's beneils obligarion

I

426/476

EDINETOOOO
000000000 m0(eos871)
ooOooood



Tabile of Conterda

Notes (o Comsolidated Financial Statemenis

Bemcdit Obligation amd Fanded Statms

Rofifarwand of the Benefit Obligathen snd Fair Value of Plan Asssis

Morgan Stanley

Estimated Amscafization from ADCH Into Ket Perlodic Bene it Expense
Pncome] in 2018

Other:
FFr bt rpeeyt Perday Posrefremen
Penman Plans. Piany n ] [lan
1 mikcra 11 FoiL] FLIH wis o ] ] 1 ] ]
Raistorwarn of bensfil solmgatian bt gain [loss) {27} e
Benate -l
o BOATI . B oAEML 8 @ 8 #
“’ﬂ"": o o . . m:nmmnunmnlmuumnﬁmsm
[ 188 1 ] [ e
Actsanal icax [gan]! o m - 1 at Y
Priass Tk Tas il | -— -
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The diséoimd rabes nsad 1o doterming (b benelin obligation for (he LS
pension and  posretinemaent  plans were sclocted by the Finm, in
consubtation with ¥ ndependen! achuaries, usineg o perrion discoun yicld
curvie based om the characicrishes of the plam, cach delommned
independently. The pemydon discount yield curve rpeesents spot dise ount
yiclds based on duration smplicit in & represantative broad-based As-raied
corporate bond umiverse of high-quality fixed incons: mvestments. For all
oL, 5. pendiom plans. b Firme 561 the assumed distoount mics based on
the mature of labilines, kocal coonains cnvironments and available bond
indices.
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Assumed Healih Care Cost Trend Rates Used o Determine the U.S.
Pagiretiramant Benefi Ohligation

o e 1. o s,
Fidts ik

Heahih cars ==
Ulstiend EATL LT LA
Pt A LR e
it 0w i ool e i m

s o decle (ullimate e

] Aban & S
i Eusl B rade rwachens Ba ulmas

Lend exte L] a8

Plam Asseis

The L5, Qualified Plan's asscts represeni K7% of the Form's otal
pension plan assets. The LS. Qualilied Plan uses 8 combination al
wctive and rak-gontrofled fined income mvesamen) urmogis. The lived
I assel allocalion consists primanily of Nxed seome securiae dnd
elabed derivaiivg sy doiiiad bo approasiiiale the eapeciod cask
Mivwws of the plan’s liahiftics m order 0 help roduce plan exposure 1o
e male vasmtien and 16 boller align asscis wilh e oblagation, The
lesper-durathon fixed income allocation is expecied 10 Belp proteer the
plan’s funded status and maintam (b stability of plan contribulioss over
the ot s

Dornative instrumonts are ponmitted in the DS Omadifind Flan's
investmesd portfolio anly to the extent (bt they comply with all of the
plan’s. & palicy paidelines and are consi with ihe plan's
sk and mttgr:mnlnldtﬂl.um. my investmend m derivatives
st meet the following comditions:

= May be med ooly if denmine mstrumems are docmed by the
!nu:slu:fl MmATgET 1o b.- marg mivrncdive ihan @ siilar dln_n:l
invesiment in the underlying cash market or if the wehicle is being
e 1 e e risk ol the ponlisdio,

* May not be used in a spoaslative munner o 1o levenipe ihe poriiolio
e aiy circmstanges.

= My mot be usod as shom-emm mading vehicles, The invesimsent
philesaphy af the L5, Qualified Plan is thal invesmnent activity is
undemaken for beng-lenm invesmaent mither thas shor-semm erading.

= Muay be used in the mansgenseni o the US. Cualefied Plan's porifalio
anly when ithe dirivathe mstumenis’ possible effocts can be
quantificd, shown bo calunce the mk-roturn profilc of the porfalio,
and reporicd inoa meaning (il and understandable manner.

[hecsormbor 31T o LK

Morgan Stanley

As a fundamenial principle, amy restrictions. o the underlyimg
nsscts apply W0 o ropative daivative prochect. This mchedes percentaps
allocatioes and erodit quality. Derivatives ane used solcly for the purpose
of cnluncing imastman in the inderlying ssscts and not t0 cincummecmt
poutfindin resisction.

Plln msacis ane mesred ot fair whe using valuniion fechnigues ihal are
with the valumion icck ppbicd 1o the Firm's major

uqmpfmandlhbﬂluﬂudunﬂ.hn Hemes 2 and 3, OTC

derivmive comiracts consisl of invesiments in inleres! miz swaps,

Chber nvestmenis consist of pledged insurance anmuty coneracts held by
poeeL] 5 based plaes. The pledped surance mmnuiny comiracis ane valued
based on the premium seserve of the insurer for o gussanice thas the
Insurer has given o the ersployee benef plun thal approxienates falr
valug, The pledped insmnes seesmity costracis are carsgonized im Level 3
o i iy vabee hieraschy

Commnpled trusi fands arc affcred fends that are regulmicd,
supervised and subject 1o periodic cxamination by a US. federal or stng
apincy and available 1o instisonal clienis. The rust me be maintained
for the collective investnent of reinvesmaenl of nsscts comtributed w i
from LS. mx-qualified employee benelil plans. nmineised by mose than
ome cmplower of conteolled group of cofporationd. The spoaded of the
commingled tned funds vabees the fimds based om the Bor vabue of the
umdrlying socurities. The undaiying seoumtics of e conmingled rust
funds held by the U5 Chalificd Man consist maimly of kang-dumion
lized ko instrumints. Commmungled rust fuds are edeomable &
HAY ol 1he messanemient Eic or in the near filere.

Some noeel ]S -based plans hold foreign fiends that consist of invesimenis
in fived mcoame finds, targel cash Bow fnds and Bquidity funds. Fived
imcoene funds mvesd in individual secaniies quoied oo & recopnieed siock
exchange or traded in a regalsied marker, Certain fixed income fands aim
b produce retums corsislent with certain Financial Tones Stock Exchange
imdexnes. Target cash flow fmds are designed 1o provide o series of fxed
mnnual cash flows achicved by invesiing in povernment bonds e
derivatives. Linuidity fimds plice o high priogiey on capital preseraiion,
sable valioe und o high liguidity of mset: Forcign fumds sre rendily
redeemahle m KAV

The Fimn geserally comsiders the NAV of commingled tuss funds sl

:‘nfldnnhmchrwld:d by the fumd mansper o be the best catimane of fair
valse
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Notes to Consolidaied Finaneial Stntemenis Morgan Stanlay
Fair Valuz of Plan Assets and Liabilites Rofiforsand of Level 3 Mlan Asseis
&l December 31, 2617 1 rahon 1017 2048
3 i i Leesll  Lewwd Lavw 3 Tt mmdpﬂﬂ ¥ o & =3
Aecedn Bzl ety o s msets d e G Enat
IrventTTy Bl o wned OF pnge) 1 -
Cash ond canh sprvmierm’ B i =F =k i Purchasin, sales, cltel wiSesent and
115, gowermmant srd sgacy W
RESL TR
U B Trammry sacurien 2300 = = FET™ al end af peiod i # ] é"
e = = L hicre wene o transfers between Ievels diring 2017 and 2016
gy b N i
Torparats enz ciar dots - - 5 Fair Walos of Plan Assets Messorad at HAY
___ coo = i ] i 14
e S - u - " At Decomber 31, At Decwmies 31,
—_— = =% o s $ in i 2047 2018
Char reabaliant ] t— = . 5 v
Taalarin 3 200§ 308 &7 3 M0 ppgncome 1 — ] w5
fanatie seoapen’ g =3 I b =3 1 F‘Hﬁ kL] L
Total liahdities [l ﬂ [l = i — 1:__ Flees ricoma 126 ELE]
Lty di L]
i} Dmcw=her 312078
§ = i Lieysl 1 [T 1E] [T ] Tota — i 3 1&
[ Especizil Contrilimibons
Cabs el Conn inrvaenm’ OS5 3 - = § o
L5 govemmant and sgancy The Fim's policy s w0 fed o least e amount suflichent 10 med
b - = minimum funding fequirements umder applicable cmployos benelin snd 1ax
LN efelns wikie L i = MB pws A1 Deoamberdl, 2017, e Fith Expeciod 90 conembulc
Tt and approximalely 530 million fo s pension and posiretinement beoell plam
sy 1488 4 — 158 i 2018 bused wpon the plans’ current fusded siatus and cxpeciod assi
ey = - - jg  felum sainptiens for 2018,
Tolal comporala and oiher etk = 13 = T TR
oy — i) = T Future Berefil Fayments
Dornatvs-raisiod cash codreesl
[rR—— - ™ - ™ Al Decembar 31, 2017
T — . v v+ P o i " Am
Ll 207 E E
Dwrivaires corfracs i — 1 - ] — & ¥& & 143 [ T
¥ - § ¥% § - § I8 o (¥ T
1 U CR. S, (P SR ) e [y S yeRe i e CabEY 20en e T
[ 203 156 T
1 [hurmg 5017, b (hragn blermsriis [ cchergs srsedsd i rosto bor ceeres 17 deresives piire) (13 T
WEIENG N e D son O Wi P D D Se seTerer T falyTet i s S0 Prerp Brerd [ ET)

1a ranh posted wn colelersl

1 Anmurh peciude calen eemreri P @y Peansed @ sele ueng e S0 ow shaee
whafi e af Hisaled n Fe 0 v Fof aSSiend dedcecte abou! meh
ety s T Vahue i Plan Saase ke ol KA\ Feree

Adurgan Sisnbey 4001k ) Plan

U5, emplovees megting cemaim £ligibdliny requisemenis mey panigipus in
the Morgas Suanley #01(k) Pan Ellghle employess recelve discretionary
400k} manching cash comributions &5 desermined annually by the Finn
Faor 2007, 2006 and 2015, e Firm made a 51 for 51 Firm maich up o 4%
of etigible pay. up to the IRS lemit. Maching commitaiions wene mvesied
amoag available funds according 1o ench panszigant's

la% December 2007 Form 1K
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Notes to Comsulidated Finaneial Stlemenis Morgan Stanley

imvestment discction om file. Ehgible emplovees nath cligible pay less  Sebecind Other Mon-U.5. Tax Provisions
than or cqual 1o S10006k also roccived o fixed contribution under the
AtLk) Plan apml 10 2% of digible pay. Transition comibutions ane Tax

allocated o coriain clipible coplovess. The Fim moich, fued o= Prysisions
oaniribuison snd ireewilion comtribuiien mre included in the Fam's 8010k Dragd 3 a2z
CApTe trchu a8
Canads a8
A01{K] Expense R
s 135
s T s 15 Ieha 46
e [ S . S N N M Feaca ECS
W
Defined Comtribution Pensban Plans e :
The Fam maintains separate defined contmbesion pension plans 1hat _""' - ﬁ
cover chigible cosplovess of conain non-L'S, subsidisnics. Undir skl Franos a0
plans, henefits are gencrally descrmined based on a fined e of base
salary winh cenain vesting fequirements. Mt Iezaane Tax Proviaion (Beneht] Acohsed A Additonsl Paid-in Copasl
Relubed to Ensployes Share-Based Compansation
Defined Coniribution Pamaicn Expems
1 P 2017 i 55
1 1 g T 008 2008 m i = 1 Lﬁ | ST
E L] E 3 E‘ 3 I 1. Begening m 2917, e income e rofatod bo W ora-bassd
RS B PEIUPE ) b SROOGRERT i PRSvietn B GG el b8 e SSsee
20, Income Toves R, uer T OO O Sy AP BabED B8 W T o] S0 0N
B M B Fode T i e Anananl STIMEROTTIE FOr pinaarsod o T S3ugman of
A a updee Impemant B Gtae-Naned
Pravision fue (Beaef fram) Income Taves T T A e e ey Aty
Gwﬂmﬂhmmmm EMective Incernic Tax Rale
f"ﬁ"t‘“‘“" T 2618 bl FAeconsiliation of ihe U5, Federal Siabiory Income Tax Rate io the
WA Effeciirve Income Tax Raie
Fradwa ] a3 ma £
Simby and lacal 175 =21 184 T e 18
[ TR LE feders satutony income bea rate:
[T} A 1 T LS wisls sl sl e ees, el of
Jepan B el ] U Pl e el a4 I3 14
Harg Kang & u M Barraits s dredite & 18 it
Tan mringl i (LA e =
. ian S B s & ram g
Totsl ] LF1TY ] AN ] looe Frorwae Lax (abe déerwr el [11] e iy
T Chmrge o byt p——n —_ u— o
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The Firm's effective tax raic from conlioming opomtions for 2007
ineludied an intermiiont not decroic tax provision of 3568 million, winds
included  appeonimatcly S0 2 hillion  prmanly  chiled 0 B
remeasuranient of ¢ortain ol deformed fax asicls as a nesult of the Tax
Auet, partially offect by 8233 million of st discreic s benefiss primarily
asociated with the remessarernent of reserves and relmicd inferesd duc ]

new information regarding the status of multi-vear RS o

The Tax Agi, enacted on December 22, 2007, significamly revised LS
oorpomie ingone ax lew by, amang other things, reducing the corporaie
income s e 2% nd implemeneing a maoddificd icmitorial
syssem fhal includes n one-lime fminssion @x on deemed reparised
camimgs of foreign subidianies; imposes 1 minimum o on GILT] and
mn plienmonve base ercmion and an-gbuse mx ("OEAT™) om LIS
conpomiions thai muke deduciible povmenis io non=ULS, relaied persons
im excess of specified smounts; and boadens the s e by panially or
wholly eliminaiing 1ax deducions for comam Bsodcally deduciible
eoxpencscs (ot g, FIMC premsums and exequiive conspensation),

The Fine's effective wx rme from comimaing operasms. for 2016
included inpermanent net discrese mx benefin of 558 million. These Bt
diserese wa benefile were primanily refated 1o the rememurement al
reservies and elated inscrest due 1o pew information regarding the staius
of mudti-year [RS 1 examsinions. pandally offae by sdusimnents for
ot VA nEAlers,

The Firm's effective tan raic [pom conlioming operlions for 2015
ingludied inlermitent net discreic lax bonehits of 5560 million. These pet
disered tan bonefits wine primarily ssociated wilh the repalnation of
noel 5. carnings ol o cosd fower than oniginally cimabed due 1o am
internal restnuionng 60 simplify the Fim's legal omity coganization im
the LK

Deferred Tay Assets and Lishilids

Dreferred imcons mxes reflect ihe net tax effects of iemporary differences
between the (mancial reporting and tax hases of assets and habilities and
are measared using the emcied ux oo and laws thal will be in effect
when such differemces sre expecied 1o reverse.

Morgan Stanley
Daferred Tax Assets and Liakdifties
M AL
Dlw;:rlt. Owcambar 31,
.o st s
ﬂn“h“
Tax credis and net oenang ioss
cairy i B ] ™
Ermoboyes compsnsaton and beralt
plafi 2,048 3504
Varuaton s latity slovance amr B5E
VEUSON OF MV ety
L s 1,082
i e H
Tolal detemmed 10X asaeis Bard
DCiefeined ma mi8e '« Hullon Sowarte 18 184
Dieleireed tan msawts afier vabuaton
—Shiwance L aes s sew
Deoss deterned las lamiiies
Hen-U S operabend ] 20 ] r
Foued ansets 27 ™
Ot 154 hH
Tolal delermed tax batiees [] [T 5 1,043
Tied deferred x sssen [ 2474 5 4,787

The Firn had tax creds casryforaands for which a relmod deferred 1
mssel of 3114 million and $465 milllon was socorded @ Deeember 11,
2007 anad Deccmber 31 004, nespectively, These carrylonwands ase
sahject o anmial leiatons on usiluation. with e carlicss exparaticn
beginmsing (i 2007, f not oo

The Farm belioves the rocogonmd nit defcmod tax asscts dafler valuation
nlswanoc) 3 Deoomber 31, 2007 arc modc likely Ban ool 10 be realiood
besed i1 expocialom s 1o fiture lacable income i e jurisdictions in
whisch i operlcs.

The camings of corain foreign subsidiarics are mdefingicly reinvesied due
ta regulatory and other capital regminemments i loecign jurisdictions. As a
result of the Tax Ad's ome-lime Immsition tax on the camings of forekgn
sabsiduirics, as of Decemiber 11, 2H 7 the Firm expects (e unnecopnizod
deferned @x Hability nimbstshle to indefimiicly reimesied camimgs 10 be
Emmierial

16T Devemher 20017 Form 16X
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Unrecognized Tax Benefits
Roliforwarnd of Unrecognized T Benstits

1 Fagepiani PO e B ] W ol ST of W e e O Ak
S Ui (B L il Webae v DR i
it e

Interest Expense (Beneflil Met of Fedoral and Stake Income Tax Banefiis

B = meroen
oo v
Accrussl st are ol panad

mT 2048
[ m 3 =
47

Pl
(1 1]
s £33

Imierest and pembiies relaied to unrecopneed tan benefis s chssafed
s provisson for inoome lases. Penaliies relaicd v snecognined s
henelies for the years mosdioned shove wene immaienial.

Tan Authority Examinatisns

The Finm s usder comtinuous examinaion by the [RS and other
sthoritkes in cemsin connmes, sach a5 Japan and the UK., and in sases
In wehich I has sigmificant busingss operations, sach as New York, The
Firm tus established a Habiliy for uneecogndred mx hemefis, and
assocized interess, If applicable (“mx babilives™), that o belheves is
sdopmie in welation w the potentisl for addimosal msessmenis. Cnce
cslablished, the Fimp adjusss such mx labilines only when new
indprmaicn is mailable or when sn evenl coows necessilaimg a change

The Firm is currently at varioms kevels of fickd examisarion with respoct
I s, By (o IR, as well a8 Mew Yark Sate and New Yoek Clry, for
lax vears 02012 med 20072004 pespectively. Dusing (b Tounh
quanes of 2007 the Firm agreed 1o proposed adjustiments associatod with
the expected chosuns af the field audits lor tx vears HEk-H08,

evenmben 3007 Foom 10K

Morgan Stanley

The Firm belicves that the reschution of the abone tx mafiers will mod
lEwve & maloral offect on the anmml fnsacial saomonts, although a
resolution comld e a matoml mmpadt m e income Slaiomonts and
effective tix mbe for any period m which such resobation ooours.

Addstionally, during the Sourh quaner of 2017, ke Firm received now
mivemmizan rclaing so ihe cxpecicd closure of the 1S field ssdiis lor tax
yomrs 20020 2 resulting m s remensuremioni and an overal| met decrease
i ihie Finm's reconded ins labiflies

Alsn, during (b (arih quaonier aff 2007, ihe Firm reached sgreement with
the IR% on resolusion of cliims filed with the [RS 10 conles cemaim nges
nssecimed with w years 1PFE-200%, which did not lave n mmerial impact
on (b ammsul smements of effective ax raie. Funhermore, during the
fourth quamer of 2007, the Firm reached o conclusion with the UK. i
nuthoritics on certain ssues through s vear 2010, the resoluiion of which
did not bave a maierial impact on the asmuml fancial saements or
effective tax mie,

See Mote |2 repanding (he Duich Tax Asthorin:’s challenge, in the Distract
Count i Amserdam (namers stylod Cose mmiber [53637 and Case
mewmeber | 54355, of tse Finn's enthlement 1o comain withholding 12
erediits which niay inapaci the balanes of unrozognised tax benelics.

It o reasonabily possible that significan chasges in the balamce al
umrccogmined tax benefits oocur within the oo 12 monibs. At this me,
however, it 15 ool possibls b coasomably cstemase e cxpeciod change &
the tatal amount ol wnrecognined tax benefils and the impaci on ihe Firm's
cifective tax mic over the next 12 months,

Earfiest Tax Year Subject to Exemination in Major Tax Surndictions

Tiix Yas'
]
Mk Yot Samle s M Yok Caly' 20T
Horg Rong : 2011
LIE =00
sapan 2018

Inucetvee fresm Continuing Gperations before Income Tax Expense [Banafi)

e e o
= o 4

(1]
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21 Segment and Geographic Information
Segment Information

The Firm siructures its sepments primarily baied apon the nsture of the
financual prodwcts and semices provided o costomens s is
management organiestion. The Fom provedes o wide range of financial
products and services 10 iis oestomers m esch of the busi

Morgan Stanley

Instimiiomal ~ Securities, Wealth  Manag and e
Manzgemeni. For a fnber discussion of the msiness scgments, soc
Naie 1,

Revenues and experses direciby sssncisted with cach respective bisiness
sepment are mchuded in detenmining fis operming resls, Other revemass
andd gxpenses thar s ol disectly aimdbuible o o particular busieess
sepment are allocaied based upea the Firm's allocation methodologies.
penerally bused on cach Basingss sepment’s respective pell Fevemucs,
- inberes! expeies of odher relevani measures,

As o resull of revenues and expenses from Fansscteons. with ather
Operaling sepments being weated as wansactions with exiemal panics.
1 Firny incbodes an laersepmient Elimsanarions. caiepony 10 roconibs the
business sepmen results bo the conselidated resubs,

L] PR L] 4 (k1]

Incoma (o] om
_-nlm-u E = - = AL
) POATe SO )

Fial mcoma FET] Fil] [] B
T vl ek | apeCabb

L] — [ — 1
Nel moome sppicabls
bMoguney 3 38w 5 3104 3 3 4 1 3 sem

HIE
§ o =il [ AR [T [ T
Lok

] FITAG  BIRA4 BTN BTN FRET

a0 3108 z (L= £ E3E

S imbe &A% 4 A F =  Sd37
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Notes to Consolidated Financial Statements Morgan Stanley
4. Effective July 1, J1E the inibulional Seturies and Wealt Maragersst baancas Mt Discrede Tax Proviston [Bensf) by Segment
el e Egeeed By s
RS Wrmpvtort i Ropll bt Chadrves Db Bdies 017
- el i R
o SeTRution rahacivly, e Ircames Intsgraiion”) Price pariods haws 50 oilons [ W ] Tosal
ot boen st or Tl raw g g antk ¥
T Al anacemend B OTAE B 40 & M B 120
The Finn waives a portion of igs foes in the Invesiment Management REMEaSLPETENL Of LB
businews sepment from certain regissered money market funds thal u:.:m“ 18y s = ety
camply with the requinements of Rule 22-7 of the lnvestmem Company  Faiiivenmiiont mal dcree ) L sl
At ol 1940, previman (paneta) B 4T F 4 B WO e
Resaring
Rieduction of Fees dis 1o Fes Walvers [
#mmm . g : ﬁ : E —
- 2687 ik 3448 T @)
Eﬁ T W T W 1 W me [

For genain  manapeenced  foo amangemonts i he  Investment
Management  baminess. , ihe Fiemi s entitled 10 neocive
performance-based focs (also referned 1o as meentve focs and nclades
darriod infgrest) whin (he rolum on assels andor mamagerenl exooods
ooriain benchmark rolurns of other performamce amgets. In wch
ammnpgomomts, performuies foo rovenses e accrued (of noversod)
qpuaiierly hased on mesurmg sccowt Tuid perfonmnce 8 dile vemus
the performance benchmark stied i the mvestivent o
apreemienl,  The  Firm's  partion ol st anrcliced  cumufatng
performance-hased Toos dfor which the Firm s ool obligaied 10 pay
comnpensation) ane ol risk ol reversang o7 the fuml perfonmnes falls
below the stated imvestimon mamagement agreomen bmchmar ks, See
Maoic 12 fior information reganding peneml prner momnies, which
include polential obligations. 1o retam performunce foe distribations
previonshy meceived.
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1 o enieens 2T 2018
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Geographic Information

The Finm opermics m botf VS and noeel).5, markos, The Fom's
nomel) 5. business octividics arc principally conducicd ond monaged
\hrough EMEA and Asis locations. The ool rovenoes disclosed in the
fallowng table reflect ibe regional view of ihe Fim's consalidsted net
revenuics oo o mansged basis, hased on the following meibodalogy:

frutivanional  Seeweiien: sdvisory mnd exquiny imderurimng—client
location, debt underaTizing—revense recordiag location, sales and
irading—irading desk locmion

B¥erleh A,
ithe Anericas.

ar Wealih Manag P

IVER OPETHIE Il

Fervvammad NEanmgvess? client lacalion, exdepl cerlain closed-end
Rands. which are hasod on assct locatsoin.

Het Revenues by Reglon
1 pmioes T 2018 2088
Amancas ¥ LT § Ih4E7  § 25080
EMEA L Aall ﬁ.m 5,253
il L

Kl revEnues ] J%:H [IETTET] 3 :Ii..%
Totsl Aassts by Reglon

A December 34, Al December 11,
3 o i WY ol ]
Amenican ] BT [
EMEA 100,08 15889
Total [] BE1, 3 [T

Morgan Stantey
12, Paremt Company
§ o maar mr e i
e
Ditvcisrons Srat, s s Bafashared [T+ 5 D44m & 4847
iy ) ] Er
Orctw L1 b 23
Taid o riss e
e agwas AT L3 ] 4873
el riw s [Tl [0
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Frmmazres e p Vo misbr e i iie m [F - 1] i )
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Notes (o Comsolidated Financial Statemenis

Parent Company's Borowings with Oviginal Maturities Greater than One
Year

u...."i.m. um:u n
% 1 E' 1 E!ﬂ
Tolal B 1:—:|'_1=¥ 5 tgm'%
Tramsactians with Sehaidisrses

The Farent Company has eransacuions with us consaludied subsidianes
deternmined on o pgrecdapon basis and ks parsieed  cennm
unsecured lines of creds and commaciunl ohligaions on cemuim of s
comsobidaied subsidiaries.

Cimarantoes

It the normal conrse of ns business, the Parent Company puasanioes
certain of o5 subsidisnies” oblpgiois under dosivative and  other
financul wranpemneits. The Parent Conpany roconds Trading assels and
Trading Habilities, which inchide dernabive contracts. af fair value in it
candesed Balance shects.

The Parent Company alsa, in the normal course of it busineis, provides
standard indemndtics 8 countergarties an behall of it subsadianes for
taxcs, includmg U5, and forcipn withibalding tanes. om intercit and other
paymenis made on derivalives, securities and stock losding tansactions.,
and cerinin annuity produds. These indemnity payments could be
requined basod on a change in e o laws or change in micrprotation of
applicable ax rulmgs. Ceriain conlmces coniain provisions thel cnable
ihe Parent Company o icrminsic ihe sgroomoni wpon the oooarmooce af
sich events. The masimum potential amount af fiture paymenis that the
Parenil Company could be required 0 make iunder ihese indemnifications
cannod be estimaied. The Parenit Company has ool reconded  any
oonlimgent liahiliy m its cond | [lmancial G these
indemmilicatioos and belicves that ihe oocurmence af amy evenis kat
wild tnggor payinenis under (hese contncls i remoe

The Pareni Company has isssed guamnices on behsll of iis subsidianes
1o variows LS. and noosl S, eochonges ond clenmnghmses that rmde
and clear seowmities andior funes conirscts. Under these jusmnies
wrungieenenas, the Parest Company may be required o pay the financial
oblipacions. of &s pbsidiaries refared 1 business. mansacied on or with
the exchanpes and cleasimphouses in ihe event of p subsidiary™s delili
on iis obligmions io the exchanpe or the clearingbossse. The Parent
Company has not recorded any contmpesn liability in s condensed
financial seatemenis for ihese sronpememts and believes thal any
poteniial requirements 1o make paymenis usdzr these armangemenis ane
remaie.

Morgan Stanley

of Dbt

and Warrants lsseed by Subsidiaries
AF A
Decamiar 1, Cpapribad AF_
b e
[ _NiEE
In connection willi subsidisry lease obligations, the Parent Company hi

ensuge] gusmniees b vanois lessoes

Freimma

Guaraniees wnder Subskilary Lesss Obilgations.

A
Doyt 31

e

7]

Do wmier 31,
T

[] [

s-n.u- "

| Sewaris sy s s e il K

Finamde Subsidiary

The Pareni Company fully and enconditionally puamniees the securities
Bsued by Morpan Stisbey Fimance LLC. a 1iHPe-oused finasce
subsidiary.

Resolmtion and Recovery Manning

As mdicaied in b Finm's 2017 resolmion plan subaimed 1o the Federal
Reserve and the FINC, tbe Marent Company bas smended and resamed i
sgpon agreemenl with is material enistics, as defined s the Firm's 2007
resoluiion plan. Under ibe securcd amended and restaicd  meppon
agreement, upon the ocousremce af A nesolulion scomano, e Pancet
Company would be obligaicd 1o contnbuic or loan oo o subondmaned basis
all o s contribuiable maicrial assets, other than shares in subsidisnes of
the Pateni Company and cenain inicreonsgany receivables, B0 provide
caphial and ligaidity, as applscable, 10 s nwierial cetiies.

173 Digcemtabet 2007 Form 10-X
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Notes (o Comsolidated Financial Statemenis

4 Tre sum of Bie quariert Sarngl per ommon Shate may S ogusl the ansusl
aroorh S ho e aveegeg elec! ol Fe cumse ol 1heces ard sRaee st s

Deiinaia 1%l i

B Corng e Spurth guaer of T00. Rl evesael SCL00] RS OF BppRoa ety
80 millon on s wnd markdoans oF lsgacy knded padnehip raetmenn
BrirZ-party-sponeoned undy & fhe inveatmant Llanagoend businges segemant
Tra Ao guarter of 016 sl chaoed 8§70 million peowieon withe o Yialh
Masagemes] boalcda sogmend folated 1> oaflen brohedags iofrce fepcrling

Employes Shirp-Based Awards

- ] T [

24, Subsequent Events

The Fom bos cvalusied sobsogueni cvenls for adsimeni 60 or
disclosure in the finnnciad smemenis dwowgh the date off this repori and
las mant identilied any recordable or disclosable cvents not otherwise
reporied im ihese financial staicments or the notes therolo,

Morgan Stanley

(] Decomber 2117 Form (kK
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Tabie of Conteria

Conglusion Begarding thee Effectivencs of Disclosure Condrols anid
Pracedurcs

Under he supervision asd with e panicipation of o manageisenl,
trelndting our Clisef Exeeubive CiTicer and our Chiel’ Financial OMcer,
wit comductied an cvaluation of our dischosure controds and procodurss. as
such borm is defined under Exchange Adt Bule [3a-15(c). Based on this
gvahuation, our Chicl Exccutive OfTicer amd owr Chicl Fanascial Oificer
oonduded il our disclosae comtrols and procoduscs wire cllcdiive as
of the end af the period covered by this anmual repon.

Management's  Report om  Imiernal  Contrel  Over Financial
Hoparting

ndoquale mlmulmml mtrfhn:-hl repaniing. The Firm's imermal
conirol ever financial reporing & desigoed #o provide regeomable
spsuramce reganding the relobaliy of fimancis] reporing and the
preguration of finungisd siniements for extomal pusposes i accordince
with genemlly pccepied sccoming principles in the Uniied Sinies ol
Amenica (CUS GAAR)

Chur el control over fnancul repaming ingludes those policies and
proceduees ihar

= Perwin i ihe mainicience of recofds el W reasonabls detil,

accumicly and Rirly reflect b imnsactions s disposiieons of e
assets o ihe Fima,

Dhovambhar 2017 o 1R

Morgan Stanley

= Provide rcasomable sssumance that ansactons are reconded
neiessary o pormml propanilion of Gnascml stalcmonti in accordance
with LS. GAAP, and that our receipts ind expenditmes are being made
ondy in sccordance with aulhorieations of ke Fimn's masagemeni and
direcion:; amd

* Provide ble musurance fing preveniion or dmely detection
of unastharized acquisition, use or dispeasition of our assers tha could
herve a naierial effect om our Mnancial ssiemsnis

Becouse of s inberems limimnions, inermal control over  fancisl
reponting may o prevent or deiect missimements. A, projeciioas of
any evaluaion ol effectivensss o future perids. are sabject b ihe rish
controds may became inadequate b al changes in condivians, of tha
the degree of geanpliance with ihe policis of procedieres iy deleraraic.

e assessed e cffoctivencss of the Finm's inlemal sontrol gver
financial repening as of Docember 31, 2017, In nmkisg this assessment,
maragemen used i crileria st fondh by the Commanes of Spoasoring
Crpmmirasons of the Treadway Commission (“CO507) i fierrad
Cunired—fupgrated Fromewoed (20050 Based on  manapemnent’s
mssessment and those erllerta, masagemenl believes thal the Firm
maistaned effective miomal comrol over NMnastial reporting a8 of
Deeceimber 31, 2007

The Finiv's independent registerod pubbic scoountimg Gnm has audsiod )
imsucd o repori om the Firm's inlcmal controll over fimancial neporting,
which appears below,

L4
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Tabile of Conterda

Repurt of Independent Registered Public Accounting Firm

To the: Sharehalders and Board of Direcems of Morgan Sunley;
Ogtiminm an Inpernald Contral wyer Fingocis) Reporting

W have audiled the internal control aver financlal repoeting of Morun
Saamdey and subsidtasics (the “Fam ) ns of Deceniber 31, 2017, based on
crileria  esablished In fuemsal  Comrnd — fosegrmied  Frowewont
(20 ) mased by (b Comimlios of Spomsoring maisons of the
Treadway Commussion (OOS0), In o opinioa. (he Fimi maamtained, in
all snaterial respocts, effoctive imomall contro] over Gnancil reponing as
of Docember X1, 2007, based om cviseria established in Mofernal
Covetrd — ftegrotod Framewark (2031 issued by COG0.

We hme abo mudited, in sccosdance widh the siandands of the Public
Company Acoounmiing Oversighi Board {Unived Stmiesd (PCADGH), ihe
consolidated financia] stvicmenis of ibe Firm as of and for the year ended
Becember 31, 2007 and o repont daied February 15, 210 8 expressed am
unqualified opimion on those (mancial sacoenis,

Hasis for {hjFinkan

The Finm's munagemees) i respons e for masmsining effective micmal
canirel over Noancisl reponing and  for s sssessment of  ibe
ellactivensis of memal contral ener lmingial reponing. included in the
scconspanying Mansgemeni's Repon on Isemal Conirol Onver Finangial
Reporimg. Our responsshilisy |s 0 express an opinlon oa the Fism's
Iaerial conmd over Cnsncial reponing based on our s, We arc a3
pubdic accoemting firm reglsnered with the PCADR and are reguined w be
imdependint with respect o e Finm in stcordance with the LS. federal
secumities Laws and the applicable nales and repulations of the Seocurities
amd Exchunge Comimlssion and 1he PCAOR.

We conduited our aude in acoordance with e stasdards of ihe
FCAGB. Those stnndards roquire that we plan and perfomm ibhe audit 10
obiaim reascmable assarance aboul

New Work, MNew York
February 27, 2018

whether effective imsemal conmol over financal reponang was masmmined
Im all moerial respects. Our midia included obimising an undersimmding of
imiemal comrol ever finescial repoeting, ossessing the risk that o majenis
wealmess evhiis, iesting and  evalusting the design amd opemting
effeciivencss of Etemal conood hmed on e assessed risk, wnd
perfomming such otwr peocedures as we comsidered necessary In the
ciroamsmncss. We belicve thas our sudil provides n reasonable hasis for
aar ofdmion,

Definition and Limitations of Intcrmal Controd over Fimancial
Reporting

A compamy’s inlermal mnml onver financial reporting & o prooes
deingned 1o provide ding the reliality af
financial u-pmmgmi:h: pqu:lmufﬁh-nalmmfm external
parpoacs m accordance with pencrally accopied accounting prmciples. A
comipany”s il contred avar lmancial roponting mchides these policics
amd procodares ihat () perain io the manicnance of reoonds thal, in
roasommble detail, acowmicly and fardy reflect dhe oansactions and
dispsitions. of the asseis of the company, (2)povide reasonable
nssurance (hal irnsactions @ recorded 38 neocsary W pommil prepanmiion
of financial stafermenis in sooordance with ly sccepled s
principles, and ihm mrerphndﬂ.pnd‘lmunflh: COTIpETY mhe-;
made pnky in accosdance wich asthorisbons nrmpnuﬂ anil m
of ibe company; and (%) provide £
prevention or amely deseciion of unssthorired laqunnu. e, ar
disposirion of the company”s asseis fat could heve § maicrisl effect on
the financis] stajemenis.

Becwose of s inberces lmimtions, inerml coamnl over feancid
reponing may mod pecvess or detel missiatements. Alsa. projections of
any evalustion of effectivensss 1o funere periods are malbject to the risk tha
conirls may Bocome | evane of changes i condivions, or tha
the degres of compliance with the policiss or proceduscs may deterianie,

(1 Devember 2007 Form 1K
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(45) 2016 10 (2018 26

(46) 2016 10 (2018 26

(47) 2016 10 (2018 26

(48) 2016 10 (2018 27 )

(49) 2016 10 (2018 27 )

(50) 2016 10 (2018 27 )

(51) 2016 10 (2018 25 )
(52) 2016 10 (2018 26

(53) 2016 10 (2018 26

(54) 2016 10 (2018 26

(55) 2016 10 (2018 )
(56) 2016 10 (2018 )

(57) 2016 10 (2018 25 )

(58) 2016 10 (2018 25 )

(59) 2016 10 (2018 30

(60) 2016 10 (2018 30

(61) 2016 10 (2018 )

(62) 2016 10 (2018 )

(63) 2016 10 (2018 14 )
(64) 2016 10 (2018 14 )
(65) 2016 10 (2018 21 )
(66) 2016 10 (2018 21 )
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( )
( )
2013 2014 2015 2016 2017
16,291.31 17,935.64 20,868.03 19,494.53 22,939.18
10,486.99 13,910.16 16,795.96 14,952.02 18,335.63
2017 2017 2017 2017 10 [ 2017 11 | 2017 12
20,195.48 | 20,080.04 | 20,397.58 | 22,011.67 | 22,937.6 | 22,939.18
19,925.18 | 19,353.77 | 19,274.82 | 20,400.78 | 22,028.32 | 22,177.04
)
@
SM SM
( )
( )
2013 2014 2015 2016 2017
16,576.66 18,053.71 18,312.39 19,974.62 24,837.51
13,328.85 15,372.8 15,666.44 15,660.18 19,732.4
2017 2017 2017 2017 10 [ 2017 11 | 2017 12
21,801.12 | 22,118.42 | 22,412.59 | 23,441.76 | 24,272.35| 24,837.51
21,320.04 | 21,674.51 | 21,753.31| 22,557.6 | 23,271.28 | 24,140.91
)
SM
@
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2013 2014 2015 2016 2017
3,111.37 3,314.8 3,828.78 3,290.52 3,697.4
2,511.83 2,874.65 3,007.91 2,680.35 3,230.68
2017 2017 2017 2017 10 2017 11 2017 12
3,527.83 3,515.63 3,594.85 3,673.95 3,697.4 3,609.42
3,441.88 3,388.22 3,420.86 3,591.46 3,545.72 3,503.96
)
50 (1)
S&P 500 (S&P 500 )
( )
2013 2014 2015 2016 2017
1,848.36 2,090.57 2,130.82 2,271.72 2,690.16
1,457.15 1,741.89 1,867.61 1,829.08 2,257.83
2017 2017 2017 2017 10 2017 11 2017 12
2,477.83 2,480.91 2,519.36 2,581.07 2,647.58 2,690.16
2,409.75 2,425.55 2,457.85 2,529.12 2,564.62 2,629.27
)
SeP 500 (1)

474/476

EDINETOOOO



EDINETOOOO

OOOo0oooonOn(eossr1)
OooooOodd
[ 1
2017 2016 12 31
2017 2016 2015 12 31
2017 2016 12 31 2017 2016 2015 12 31
PCAOB
(2013 )
2017 12 31 2018 27
PCAOB
PCAOB
PCAOB
LLP
2018 27

1997

475/476



EDINETOOOO
O0O000oo0gOooOoo(eoessr1)
oOoOooodn

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders and Board of Directors of Morgan Stanley:

Opinion on the Financial Statements

We have audited the accompanying consolidated bal ance sheets of Morgan Stanley and subsidiaries (the “Firm”) as of
December 31, 2017 and 2016, the related consolidated income statements, comprehensive income statements, cash flow
statements and statements of changes in total equity for the years ended December 31, 2017, 2016, and 2015, and the related
notes (collectively referred to as the “financial statements’). In our opinion, the financial statements present fairly, in al
material respects, the financial position of the Firm as of December 31, 2017 and 2016, and the results of its operations and its
cash flows for the years ended December 31, 2017, 2016, and 2015, in conformity with accounting principles generally
accepted in the United States of America.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States)
(PCAOB), the Firm's internal control over financial reporting as of December 31, 2017, based on criteria established in
Internal Control- Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway
Commission and our report dated February 27, 2018, expressed an unqualified opinion on the Firm’s internal control over
financial reporting.

Basisfor Opinion

These financial statements are the responsibility of the Firm’'s management. Our responsibility isto express an opinion on the
Firm’s financial statements based on our audits. We are a public accounting firm registered with the PCAOB and are required
to be independent with respect to the Firm in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due
to error or fraud. Our audits included performing procedures to assess the risks of material misstatement of the financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included
examining, on atest basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall
presentation of the financial statements. We believe that our audits provide areasonable basis for our opinion.

/s Deloitte & Touche LLP
New York, New Y ork
February 27, 2018

We have served as the Firm's auditor since 1997.
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