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842,051 665,213 — 1,507,264
624,356 354,632 — 978,988
70,167 101,636 — 171,803
165,462 94,780 — 260,242
79,180 108,373 — 187,553
— 7,734 — 7,734
4,136 14,657 — 18,793
4,535 61,399 — 65,934
20,885 43,251 — 64,136
(O) — — — —
13,034 20,203 — 33,237
5,274 10,175 — 15,449
(O) — — — —
8,000 159,425 — 167,425
— 4,830 — 4,830
(O] — — — —
— 37,143 — 37,143
18,986 24,897 — 43,883
2019
19 ) 2,122,607 1,833,837 — 3,956,444
(€Y}
52,400
) ( ) ( )
( )
®3) 2019
(O] MUFG
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* 2019 23
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147,500 250,000 — — — 397,500
118,333 250,000 — — — 368,333
107,500 250,000 — — — 357,500
97,500 250,000 — — — 347,500
96,667 250,000 — — — 346,667
* 31,667 — — — 12,804 44,471
* 44,167 208,333 — — — 252,500
118,333 250,000 — — — 368,333
107,500 250,000 — — — 357,500
* 2018 2018
2018 24 2018 2018
(1) 2018
( DECAP ) 750,000
(2) 2018
2018 (2018 24 ) 2019 (2019 23 )
( 2018 )
2017 (2018 2018 24 )
2018 (2018 25 2018 12 31 )
2018 ¢ FW
) FW
2018 11 FW
( ) 5,000
10,000 DECAP
( )
60
( )
80,000
50,000
40,000
25,000
15,000
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)
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2017
2018 24 2018
2018 12 2018 24
53.7395 2018 12 2018
11 30 ( ) 44.273
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130,267
7,679
14,553
60,962
42,943
20,059
10,102
158,291
8,136
4,795
36,879
24,720
®)
20,000
10,000
€))
2019
SEC
2018
SEC
( )
(€5) (]0) (©]1C)] (5) (6)
2018 1,500,000 6,875,000 19,748,977 — — 44,662 28,168,639
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
* 2018 1,200,000 10,850,000 11,686,900 — — 381,468 24,118,368
« D 2017 1,200,000 13,328,750 6,943,628 — — 330,128 21,802,506
2016 1,666,041 10,949,126 6,155,595 — 191,059 416,667 19,378,488
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2018 1,000,000 8,670,000 5,031,435 — 11,000 14,712,435
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
2018 1,000,000 7,045,000 4,604,015 — 47,416 12,696,431
* 2017 1,000,000 5,948,750 3,072,864 12,786 43,048 10,077,448
)
2018 1,000,000 8,670,000 5,588,351 — 14,216 15,272,567
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
* 2019 28 2019 30
2016
(€Y)
(2) 2018 2019 2018
( MSCIP ) 2019 2018
C = )
2018 2018
MSCIP
6,875,000 — 6,875,000
6,200,000 4,650,000 10,850,000
4,340,000 4,330,000 8,670,000
3,590,000 3,455,000 7,045,000
4,340,000 4,330,000 8,670,000
2018 MSCIP 2021 27 MSCIP
(3) 2018 2017 2018 19 ( 2017
) 2018 19
( 2018
) 2016 2017
2018
2018
) 2018 FASB
(ASC) 718
2018 2017
2018
2018
19,125,000 9,810,000 3,225,000 2,850,000
3,675,000
C ) 2018
2017 2018
1,181,750 16,943,912 18,125,662
1,931,250 8,691,229 10,622,479
1,801,250 2,857,209 4,658,459
1,651,250 2,524,976 4,176,226
1,901,250 3,255,889 5,157,139
(5) 2018 2018
( 2018 ) 2018 ( )
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2018
(5,341)
(112,316)
(27,127)
(7,380)
(32,855)
2018
2017 12 31 2018 12 31
2017 12 31
2018 12 31 2018 12 31 RP-2014
2006 MP-2018 RP-2014
( ERP ) 4.26
( SEREP ) 4.16 2017 12 31 RP-
2014 2006 MP-2017 RP-2014
ERP 3.66 SEREP 3.53
1/0
(6) 2018 @ O)
(
)
() 2018 401(k) 11,000
2018 401(K) 3,216
O 20,000
219,966 143,183
2018 [€))
2017 2018 ( 2017
) 2018
( 2018 ) 2018
)
( ( )
( ) ( ) ( )( )( ) ( DB ( ) ) (O)
2018 19 2018 0 224,324 336,487 — — — 16,943,912
2018 19 2018 — — — 20,791 — — 1,181,750
2018 26 — — — — — — 1,623,315
2018 19 2018 0 115,065 172,598 — — — 8,691,229
2018 19 2018 — — — 33,978 — — 1,931,250
2018 26 — — — — — — 1,064,420
2018 19 2018 0 37,827 56,741 — — — 2,857,209
2018 19 2018 — — — 31,691 — — 1,801,250
2018 26 — — — — — — 372,976
2018 19 2018 0 33,428 50,143 — — — 2,524,976
2018 19 2018 — — — 29,052 — — 1,651,250
2018 26 — — — — — — 427,789
2018 19 2018 0 43,105 64,658 — — — 3,255,889
2018 19 2018 — — — 33,450 — — 1,901,250
2018 26 — — — — — — 431,212
@ 2018 2018
2018 2017
2018 2018 2018
2018 2017
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TSR
1.0
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10 1.00 1.00
0.50 50 0.50
0.00 50 0.00
* ROE (a)DVA (b) (c)2011
(@
ROE
o TSR TSR TSR TSR
2018
(3) 2017 2021 27
(4) 2017 2018 FASB
ASC 718 [6)) 2015 2016 2017
2017
56.8372 2018
18
2018
2018 12 31
( ) ( )
¢ )« )« (D) ¢ )« ) &) )

558,115

22,129,278

330,490

13,103,968

116,545

4,621,025
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— — — 108,188 4,289,681
— — — 131,498 5,213,919
o
1.5
SEC
( 2017
2017 2018
2018 12 31
2018 12 31 2017 2018
105.49 120.57
(2018
2018 ) 2017
(2018
2018 ©) )
2020
(2) 2018 12 31 39.65
2018
2018 2018
( ) ( ) XA ( )
— — 20,791 1,181,750(2)
— — 245,991 9,698,444(3)
— — 33,978 1,931,250(2)
— — 138,276 5,451,685(3)
— — 31,601 1,801,250(2)
— — 68,937 2,717,972(3)
— — 29,052 1,651,250(2)
— — 63,915 2,519,938(3)
— — 53,486(4)  2,812,350(4)
— — 152,254(5)  7,964,948(5)
— — 33,450 1,901,250(2)
— — 82,410 3,249,122(3)
@ ) 2017 2016
2017
2016
2018 12 31 ( )
2017 2018
(€))
(2) 2017
56.8372
(3) 2016 105.91
2016 2018 12 31
2016 2019 26
(4) 2015 ( 2015 )
102.765 2018
27 2017 12 29 (2018
52.58
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66,042 2018 19
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@ )] 3 C =
4 65 96,389 —
7 61 204,844 —
()
25 61 1,282,681 —
15 65 227,860 —
4 65 67,208 —
19 65 335,709 —
(1) 2010 12 31 ERP 2014 30 SEREP
@
(3) 2018 12 31 RP-2014 2006 MP-2018
RP-2014 ERP 4.26 SEREP
4.16 1/0
@ 2012 31 (
)
1996 10 2018 12 31
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) — (173,272) — 2,412,467
5,970,750 (515,398) 6,111,386 10,852,077
) 1,181,750 (7,872,485) 8,068,710 27,714,766
5) — 1,893 1,586,452 118,337
8,471,250 147,507 1,547,729 16,942,252
) 1,931,250 (2,677,634) 3,187,856 9,178,094

— 170 — 29,135(6)
— 1,012 8,841 19,686
3,951,250 (130,183) 4,202,497 7,267,853
) 1,801,250 (1,206,364) 6,023,282 5,019,174
) — (18,129) — 326,797
3,551,250 (255,914) 3,463,909 6,566,680
) 6,161,295 (1,250,722) 3,737,669 4,663,645
— 1,349 11,788 26,248
®) — 3,547 — 244,976
4,351,250 125,034 3,530,807 8,050,205
— (25,214) — 988,873
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2018 12 31
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( )
MSCIP (1) &) )
( — 17,513,315 524,003
) — 10,278,275 246,827
— 3,610,277 958,122
— 3,342,647 804,635
— 4,075,696 741,725
(1) 2018 12 31 MSCIP
MSCIP
) (i)
Gii)
75 18
(2 2018 12 31
2018 12 31 (
)
2018 12 31
2018 30 (
) ( 18,136,227
10,712,387 3,773,461 3,500,321 4,258,256 )
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2018 2017 2016
$ 6,482 7,154 $ 6,003 6,625 $ 4,933 5,444
11,551 12,748 11,116 12,268 10,209 11,267
437 482 820 905 160 177
4,190 4,624 4,061 4,482 4,109 4,535
12,898 14,234 11,797 13,019 10,697 11,805
743 820 848 936 825 910
36,301 40,062 34,645 38,234 30,933 34,138
13,892 15,331 8,997 9,929 7,016 7,743
10,086 11,131 5,697 6,287 3,318 3,662
3,806 4,200 3,300 3,642 3,698 4,081
40,107 44,262 37,945 41,876 34,631 38,219
17,632 19,459 17,166 18,944 15,878 17,523
1,301 1,535 1,329 1,467 1,308 1,444
2,393 2,641 2,093 2,310 1,920 2,119
2,016 2,225 1,791 1,977 1,787 1,972
691 763 609 672 587 648
2,265 2,500 2,169 2,394 2,128 2,348
2,482 2,739 2,385 2,632 2,175 2,400
28,870 31,861 27,542 30,395 25,783 28,454
11,237 12,401 10,403 11,481 8,848 9,765
2,350 2,593 4,168 4,600 2,726 3,008
8,887 9,808 6,235 6,881 6,122 6,756
O) O] (19) (21) 1 1
$8,883 9,803 $6,216 6,860 $6,123 6,757
135 149 105 116 144 159
$8,748 9,654 $6,111 6,744 $5,979 6,598
526 580 523 577 471 520
$8,222 9,074 $5,588 6,167 $5,508 6,079
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$ 4.81 531 $ 3.15 348 $ 2.98 329
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9 15 (10 ) 8 15 (9 )
7 10 (10 ) 8 11 (10 )
EBITDA 6 24 (12 ) 6 25 (11 )
75 100 (96 ) 45 100 (92 )
$ 208 $ 239
103 193bps(148bps) 39 76bps(57bps)
-1 -1
10 40 (25 ) 10 40 (26 )
$ 3,806 $ 2,984
5 3% (22 ) 5 3% (22 )
-2 0 (0) -2 0 (0 )
45 98 (85 ) 39 95 (86 )
-75 50 (-27 ) -55 10 (-18 )
58 97 (85 /91 ) N/M
28 58 (44 /44 ) N/M
$ 1,380 $ 924
97 434bps(181bps) 93 563bps(239bps)
N/M 95 99 (95 )
223 313bps(247bps) N/M
IR
FX
@
@

197/414
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EBITDA EBITDA
EBITDA EBITDA
EBITDA

LIBOR

oIS
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( WACC ) WACC
WACC

199/414



€

@

(NAV)

12

21

EDINETOOOO

0000000000(E05871)
ooooood
( )
2018 12 31 2017 12 31
$1,374 $ 316 $1,674 $ 308
1,105 161 800 183
103 4 20 4
$2,582 $ 481 $2,564 $ 495
NAV

200/414
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-10

@

EDINETOOOO

OOOo0oooonOn(eossr1)
Ogoooood
( )
2018 12 31
$ 707 $ 618
642 440
25 47
$ 1,374 $ 1,105
( )
2018 12 31 2017 12 31
$ 24,494 $ 25,903
22,343 19,230
2,735 298
856 815
756 666
$ 51,184 $ 46,912
( )
2018 2017 2016
$ 2,679 $ (4,507) $  (707)
(321) (443) (483)
$ 2,358 $ (4,950) $ (1,190)

201/414



2018
€Y)
@
2017
€Y)
@
2016
o
@
AoCI DVA
€3]
@
€Y)
9%
@
€))
@

VIE

EDINETOOOO

OOOo0oooonOn(eossr1)
OooooOodd
( )
ocl
$ 4) $ 1,962
165 —
(©)) —
(32) 41
$ 12) $ (903)
159 —
@ —
— (©)
$ 31 $ (460)
71 —
4 _
( )
2018 12 31 2017 12 31
$ 172 $  (1,831)
( )
2018 12 31 2017 12 31
$ 13,094 $ 13,481
@ 10,831 11,253
2,657 71

202/414
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000000000 m0(eos871)
ooooooo
( )
2018 12 31 2017 12 31
$ 1,497 $ 1,240
%0 $ 812 $ 779
( )
2018 12 31
0
$ 2,307 $ 1,380 $ 3,687
14 100 114
$ 2,321 $ 1,480 $ 3,801
$ 292 $ 65 $ 357
$ 292 $ 65 $ 357
( )
2017 12 31
)
$ 1,3% $ 924 $ 2,318
- 144 144
$ 1,394 $ 1,068 $ 2,462
$ 158 $ 38 $ 19
$ 158 $ 38 $ 19

€y

203/414
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@
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®

@

®

@

EDINETOOOO

OOOo0oooonOn(eossr1)
OooooOodd
( )
2018 2017 2016
$ (68) $ 18 $ 40
(56) (66) (52)
(46) (25) (76)
- - @
$  (170) $  (73) $  (90)
$ (48) $ 75 $ 121
$ (48) $ 75 $ 121

204/414
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OOOo0oooonOn(eossr1)
OooooOodd
( )
2018 12 31
$ 30,541 $ 30,541 $ — — $ 30,541
21,299 21,299 — — 21,299
35,356 35,356 — — 35,356
30,771 17,473 12,018 474 29,965
98,522 — 97,611 866 98,477
116,313 — 116,312 — 116,312
@ 47,972 — 44,620 3,219 47,839
0) 115,579 — 25,604 90,121 115,725
461 — 461 — 461
$ 187,378 $ — $ 187,372 — $ 187,372
48,947 — 48,385 525 48,910
11,908 — 11,906 — 11,906
4,221 — 3,233 994 4,227
@ 176,561 — 176,561 — 176,561
138,478 — 140,085 30 140,115
®) $ 104,844 $ — $ 1,249 321 $ 1,570

205/414



EDINETOOOO

OOOo0oooonOn(eossr1)
OooooOodd
( )
2017 12 31

$ 24,816 $ 24,816 $ — $ — $ 24,816

21,348 21,348 — — 21,348

34,231 34,231 — — 34,231

23,599 11,119 11,673 289 23,081

84,258 — 78,239 5,978 84,217

124,010 — 124,018 1 124,019

@ 51,269 — 47,159 3,984 51,143

©) 104,126 — 21,290 82,928 104,218

433 — 433 — 433

$ 159,232 $ — $ 159,232 $ — $ 159,232

55,624 — 51,752 3,867 55,619

13,592 — 13,191 401 13,592

7,408 — 5,987 1,431 7,418

@ 188,464 — 188,464 — 188,464

145,670 — 151,692 30 151,722

®) $ 100,151 $ — $ 620 $ 174 $ 7%
@
@
(©)

12

206/414
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EDINETOOOO

OOOo0oooonOn(eossr1)
OooooOodd
)
$ 512 $ $ — $ 513
27 — 35
539 — 548
153,768 3,887 697 158,352
4,630 1,498 — 6,128
61,846 1,310 55 63,211
24,590 — 23,284 47,874
10,538 — 1,934 12,472
255,372 6,695 25,970 288,037
$ 255,911 $ 6,704 $ 25,970  $ 288,585
(190, 220) (5,260) (24,548)  (220,028)
(38,204) (1,180) — (39,384)
$ 27,487 % 264 $ 1,422 $ 29,173
(€))
(12,467) — — (12,467)
(31) — — (31)
$ 14,989 $ 264 $ 1,422 $ 16,675
« )

207/414
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EDINETOOOO

OOOo0oooonOn(eossr1)
Ogoooood
( )

$ 176  $ — 3 — 3 176
62 24 — 86
238 24 — 262
142,592 2,669 663 145,924
4,545 1,608 — 6,153
62,099 1,302 19 63,420
27,119 — 23,521 50,640
6,983 — 2,057 9,040
243,338 5,579 26,260 275,177

$ 243,576 $ 5,603 $ 26,260 $ 275,439

(190, 220) (5.260) (24,548) (220,028)
(27,860) (293) — (28,153)
$ 25,496 $ 50 $ 1,712 $ 27,258
(€))
(4,709) — (766) (5,475)
(53) (€3] — (54)
$ 20,734 % 49 % 946 $ 21,729
« ) $ 4,773

208/414



2017 12 31

EDINETOOOO

OOOo0oooonOn(eossr1)
OooooOodd
( )
$ 1,057 $ — % — $ 1,057
57 — 63
1,114 — 1,120
177,948 1,700 234 179,882
5,740 2,282 — 8,022
52,878 798 58 53,734
24,452 — 20,538 44,990
8,861 — 1,802 10, 663
269,879 4,780 22,632 297,291
$ 270,993 $ 4,786 $ 22,632 $ 208,411
(201,051) (3,856) (19,861)  (224,768)
(42,141) (689) — (42,830)
$ 27,801 % 241 $ 2,771 $ 30,813
(€))
(12,363) — — (12,363)
4) — — (&)
$ 15,434 $ 241 $ 2,771 $ 18,446
« ) $ 3,154

209/414
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EDINETOOOO

OOOo0oooonOn(eossr1)
OooooOodd
( )
$ 67 $ 1 % — 3 68
72 57 — 129
139 58 — 197
161,758 1,178 144 163,080
6,273 2,272 — 8,545
54,191 925 23 55,139
27,993 — 19,996 47,989
7,117 — 1,772 8,889
257,332 4,375 21,935 283,642
$ 257,471 $ 4,433 $ 21,935 $ 283,839
(201,051) (3,856) (19,861)  (224,768)
(31,892) (484) — (32,376)
$ 24,528 $ 93 $ 2,074 $ 26,695
€Y
(5.523) — (412) (5,935)
(18) 14) — (32)
$ 18,987 $ 79 $ 1,662 $ 20,728

210/414

$ 3,751



EDINETOOOO

OOOo0oooonOn(eossr1)
OooooOodd
2018 12 31
( )
$ 15 $ 52 $ — % 67
5 1 — 6
20 53 — 73
4,807 6,708 1,157 12,672
162 74 — 236
2,436 118 14 2,568
373 — 371 744
97 — 67 164
7,875 6,900 1,609 16,384

$ 7,895 $ 6,953 $ 1,609 $ 16,457

( )
$ 2 $ 107 $ — $ 109
1 — 6
108 — 115
4,946 5,735 781 11,462
162 73 — 235
2,451 114 17 2,582
389 — 602 991
72 — 65 137
8,020 5,922 1,465 15,407

$ 8,027 $ 6,030 $ 1,465 $ 15,522

211/414



EDINETOOOO

OOOo0oooonOn(eossr1)
Ogoooood
2017 12 31
( )
$ 20 S 4% 3 — % 66
4 — — 4
24 46 — 70
3,999 6,458 2,714 13,171
194 100 — 294
1,960 67 9 2,036
397 — 334 731
86 — 72 158
6,636 6,625 3,129 16,390

$ 6,660 $ 6,671 $ 3,129 $ 16,460

( )

$ 2 $ 102 $ — $ 104
2 — 6

104 — 110

4,199 6,325 1,089 11,613

226 80 — 306

2,014 78 51 2,143

394 — 405 799

68 — 61 129

6,901 6,483 1,606 14,990

$ 6,907 $ 6,587 $ 1,606 $ 15,100

212/414
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OOOo0oooonOn(eossr1)
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( )
2018 2017 2016
$ (1,529 $ (1,591) $ (1,738)
1,511 1,393 1,541
ocl $ 295 % (365) $ [€H)
68 (20) a4
( )
2018 12 31
@
@ $ 201
® $ 102,899
(©) $  (1,689)
(1) 2018
)
©)
(
2018 12 31 2017 12 31
$ 16,403  $ 20,675
11,981 16,642
( )
2018 12 31
$ 460
321
(€)) $ 707
(€Y
S&P

213/414
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@

2018 12 31

22,297 $ 23,876 $ 19,469 $ 7,844 $ 73,486
10,135 11,061 9,020 861 31,077

32,432 $ 34,937 $ 28,489 $ 8,705 $ 104,563

5,341 $ 9,901 $ 60,887 $ 6,816 $ 82,945
4,574 5,820 12,855 13,272 36,521

9,915 $ 15,721 $ 73,742 $ 20,088 $ 119,466

42,347 $ 50,658 $ 102,231 $ 28,793 $ 224,029

— — — 116 116

42,347 $ 50,658 $ 102,231 $ 28,909 $ 224,145

$ 209,972

214/414
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O0O000oo0gOooOoo(eoessr1)
oOoOooodn

2017 12 31

$ 39,721 $ 42,591 $ 18,157 $ 8,872 $ 109,341
14,213 16,293 6,193 908 37,607
$ 53,934 $ 58,884 $ 24,350 $ 9,780 $ 146,948

$ 29,046 $ 15,418 $ 37,343 $ 6,807 $ 88,614
5,246 7,371 32,417 9,289 54,323
$ 34,292 $ 22,789 $ 69,760 $ 16,096 $ 142,937

$ 88,226 $ 81,673 $ 94,110 $ 25,876 $ 289,885
2 — — 134 136

$ 88,228 $ 81,673 $ 94,110 $ 26,010 $ 290,021

$ 274,473
@
(
2018 12 31 2017 12 31
$ (118) $  (1,167)
403 (110)
$ 285 $  (1,277)
$ (314) $  (1,091)
1,413 408
$ 1,099 $ (683)
$ 1,384 $  (1,960)
14 16
$ 1,398 $  (1,944)

€

215/414



EDINETOOOO

OOOo0oooonOn(eossr1)
OooooOodd
( )
2018 12 31
$ Q17 $ 116,333
(1,333) 117,022
251 13,524
$ (1,359) $ 246,879
( )
2017 12 31
$ 1,658 $ 164,773
209 120,348
616 24,498
$ 2,483 $ 309,619

216/414
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OOOo0oooonOn(eossr1)
OooooOodd
CLN CDO CLN CDO
( )
2018 12 31
$ 36,268 $ 40 % 656 $ 35,652
@ 20,740 10 497 20,253
57,008 50 1,153 55,905
1,054 — 62 992
461 — 14 447
1,585 — 32 1,553
200 2 — 202
FFELP ) 1,967 10 15 1,962
5,267 12 123 5,156
62,275 62 1,276 61,061
17,832 44 403 17,473
@ 12,456 8 446 12,018
30,288 52 849 29,491
483 — 9 474
30,771 52 858 29,965
$ 93,046 $ 114 $ 2,134 $ 91,026

217/414



EDINETOOOO

OOOo0oooonOn(eossr1)
OooooOodd
( )
2017 12 31
$ 26,842 $ — 3 589 $ 26,253
@ 22,803 28 247 22,584
49,645 28 836 48,837
1,370 2 49 1,323
1,102 — 8 1,094
1,379 5 12 1,372
398 1 — 399
FFELP 0 2,165 15 7 2,173
6,414 23 76 6,361
56,059 51 912 55,198
15 — 10 5
56,074 51 922 55,203
11,424 — 305 11,119
@ 11,886 7 220 11,673
23,310 7 525 22,792
289 1 1 289
23,599 8 526 23,081
$ 79,673 $ 59 $ 1,448 $ 78,284
(€))
©) 95

218/414



EDINETOOOO

OOOo0oooonOn(eossr1)
OOooOoOoOoo
( )
2018 12 31

12 12
$ 19,037 541 $ 5,094 $ 115 $ 25931 $ 656
12,904 383 4,142 114 17,046 497
32,841 924 10,136 229 42,977 1,153
808 62 — — 808 62
_ _ 446 14 446 14
470 7 1,010 25 1,480 32
FFELP 1,366 15 — — 1,366 15
2,644 84 1,456 39 4,100 123
35,485 1,008 11,592 268 47,077 1,276
— — 11,161 403 11,161 403
410 1 10,004 445 10,414 446
410 1 21,165 848 21,575 849
206 1 216 8 422 9
616 2 21,381 856 21,997 858
$ 36,101 1,010 $ 32,973 $ 1,124 $ 69,074 $ 2,134

219/414



EDINETOOOO

OOOo0oooonOn(eossr1)
ooooOoog
)
2017 12 31

12 12
$ 21,941 495 $ 4,287 $ 94 $ 26,228 $ 589
12,673 192 2,513 55 15,186 247
34,614 687 6,800 149 41,414 836
930 49 — — 930 49
257 1 559 7 816 8
316 3 389 9 705 12
FFELP 984 7 — — 984 7
2,487 60 948 16 3,435 76
37,101 747 7,748 165 44,849 912
— — 5 10 5 10
37,101 747 7,753 175 44,854 922
6,608 86 4,512 219 11,120 305
2,879 24 7,298 196 10,177 220
9,487 110 11,810 415 21,297 525
124 1 — — 124 1
9,611 111 11,810 415 21,421 526
$ 46,712 858 $ 19,563 $ 590 $ 66,275 $ 1,448

VIE
FFELP 13

220/414



10
10
10
10
10
10
10
10

EDINETOOOO

O0O000oo0gOooOoo(eoessr1)

2018 12 31

4,419 $ 4,387 1.6
28,607 28,179 2.0
3,242 3,086 1.9
36,268 35,652

434 431 1.0

796 784 1.2
1,635 1,583 1.8
17,875 17,455 2.2
20,740 20,253
57,008 55,905 2.0

283 281 1.4

21 20 1.2

750 691 1.6
1,054 992

36 34 2.5

425 413 2.4

461 447

70 70 1.7
1,365 1,335 2.5

150 148 3.3
1,585 1,553

200 202 3.7

200 202

221/414
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EDINETOOOO

OOOo0oooonOn(eossr1)
ooooOoog
( )
2018 12 31
FFELP

$ 8L $ 80 0.8

10 307 303 0.8

10 1,579 1,579 1.2
1,967 1,962

5,267 5,156 1.8

62,275 61,061 2.0

1,875 1,870 1.2

7,478 7,435 2.3

10 7,753 7,536 2.2

10 726 632 2.3
17,832 17,473

10 30 29 1.9

10 12,426 11,989 2.7
12,456 12,018

30,288 29,491 2.4

65 65 3.5

70 69 4.4

10 302 294 4.0

10 46 46 4.4

483 474 4.1

30,771 29,965 2.4

$ 93,046 $ 91,02 2.1

222/414
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EDINETOOOO

D000000000(ESS7L)
Doooooo
( )
2018 2017 2016
$ 12 $ 46 $ 133
4) (11) (1)
$ 8 $ 35 $ 112




EDINETOOOO
O0O000oo0gOooOoo(eoessr1)
oOoOooodn

2018 12 31

@

$ 262,976 $  (164,454) $ 98,522 $ (95,610) $ 2,912
134,711 (18,398) 116,313 (112,551) 3,762

$ 214,213 $ (164,454) $ 49,759 $ (41,095) $ 8,664

30,306 (18,398) 11,908 (11,677) 231
« D
$ 2,579
724
6,762
191
( )
2017 12 31
@

$ 199,044  $ (114,786) $ 84,258 $ (78,009) $ 6,249
133,431 (9,421) 124,010 (119, 358) 4,652

$ 171,210 $ (114,786) $ 56,424 $ (48,067) $ 8,357

23,014 (9,422) 13,592 (13,271) 321
« )

$ 5,687

572

6,945

307

€

224/414



EDINETOOOO

00000000 00(E05871)
0000000
( )
( )
2018 12 31
30 30 90 90

56,503 $ 93,427 $ 35,692 $ 28,591 $ 214,213
18,397 3,609 1,985 6,315 30,306

74,900 $ 97,036 $ 37,677 $ 34,906 $ 244,519

17,594 — — — 17,594

92,494 $ 97,036 $ 37,677 $ 34,906 $ 262,113

2017 12 31

30 30 90 90

41,332 $ 66,593 $ 28,682 $ 34,603 $ 171,210
12,130 873 1,577 8,434 23,014

53,462 $ 67,466 $ 30,259 $ 43,037 $ 194,224

22,555 — — — 22,555

76,017 $ 67,466 $ 30,259 $ 43,037 $ 216,779

225/414
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)
2018 12 31 2017 15 31 )
$ 68,487 $ 43,346
925 2,451
120,432 87,141
3,017 1,130
8,719 7,737
12,079 28,497
554 908
$ 214,213 $ 171,210
$ 19,021 $ 9,489
10,800 13,174
485 351
$ 30,306 $ 23,014
$ 244,519 $ 194,224
$ 17,594 $ 22,555
$ 262,113 $ 216,779
( )
2018 12 31 2017 12 31
$ 39,430 $ 31,324
— 228
$ 39,430 $ 31,552

226/414
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( )
2018 12 31 2017 12 31
$ 639,610 $ 599,244
487,983 475,113
( )
2018 12 31 2017 12 31
$ 35,356 $ 34,231
26,877 20,549
$ 62,233 $ 54,780
2018 12 31 2017 12 31
12 9
17 14




11

13

VIE

ELN

228/414

EDINETOOOO

000000000 m0(eos871)
ooooooo
( )
2018 12 31 2017 12 31
$ 26,225 $ 32,112
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oOoOooodn

FICO

2018 12 31

$ 36,909 $ 13,886 $ 50,795

27,868 — 27,868
27,466 22 27,488
7,810 1,856 9,666
100,053 15,764 115,817
(238) — (238)

$ 99,815 $ 15,764 $ 115,579

$ 15,632
99,947
17,568

229/414



Pass) Pass)

Special Mention)

Substandard

EDINETOOOO

OOOo0oooonOn(eossr1)
OooooOodd
)
2017 12 31
$ 20,754 $ 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
$ 13,339
90,787
9,977

12

230/414
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Doubtful

Loss

2018 12 31

$ 36,217 $ 27,863 $ 27,387 $ 7,378 $ 98,845
492 5 — 312 809
200 — 79 120 399

$ 36,909 $ 27,868 $ 27,466 $ 7,810 $ 100,053

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

231/414



EDINETOOOO

OOOo0oooonOn(eossr1)
Ogoooood
( )
2018 12 31

$ 24 $ — 3 24

@ 32 69 101
$ 56 % 69 $ 125

63 70 133

$ 19 % — 3 19

@ 34 — 34
53 — 53

( )

2017 12 31

$ 6 $ — 3 16

@ 118 45 163
$ 134§ 453 179

146 46 192

@ $ 199§ — % 199

(1) 2018 12 31 2017 12 31
( )
2018 12 31
EMEA

$ 125 $ — % — 3 125
193 42 3 238

232/414



EDINETOOOO

2017 12 31

@

(
«c )

2018 12 31

2016 12 31

2017 12 31

€y

000000000 m0(eos871)
ooooooo
( )
2017 12 31
EMEA
160 $ 9 3 0 s 179
194 27 3 224
( )
2018 12 31 2017 12 31
$ 38 $ 51
45 28
4 10
( )
126 $ 4 3 24 8 0 % 224
®) — ©) — (6
o4 — — — 54
49 — €H) — 48
(29) 3 ©) 5 (24)
(2 — — (8) (10)
144 3 78 20 8 67 % 238
139 $ 708 20 8 67 % 233
5 — — — 5
( )
195 % 4 3 20 8 5 $ 274
(75 — — — (75)
1 — — — 1
) — — — 74
5 — 4 13 22
— — — 2 2
126 $ 4 3 24 8 0 % 224
19 $ 4 3 24 8 0 $ 217
7 — — — 7

233/414
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OOOo0oooonOn(eossr1)
OoOoOoOoOodno
)
2015 12 31 166 $ 5 $ 17 37 225
(16) — €)) — an
3 — — — 3
( 13) — €)) — a4
« ) 110 () 4 18 131
@ (68) — — — (68)
2016 12 31 195 $ 4 3 20 55 274
133 $ 4 3 20 55 212
62 — — — 62
(1) 2018 2017
® 2016 492
)
2017 12 31 194 $ 1 $ — 3 198
C ) 7 1 — 1 9
(©) — — €)) O]
2018 12 31 198 $ 2 % — 3 203
193 $ 2 % — 3 198
5 — — — 5
)
2016 12 31 185 $ 1 3 — 4 190
C ) 8 — — (€Y 7
1 — — — 1
2017 12 31 194 $ 1 $ — 3 198
192 $ 1 $ — 3 196
2 — — — 2
)
2015 12 31 180 $ 1 $ — 4 185
« ) 13 — — — 13
® — — — ®
2016 12 31 185 $ 1 3 — 4 190
185 $ 1 3 — 4 190

234/414
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2018
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OOOo0oooonOn(eossr1)
OoOoOoOoOodno
( )
2018 12 31 2017 12 31
$ 3,415 $ 4,185
(63) an
$ 3,352 $ 4,108
1 20 1 20
( )
2018 12 31 2017 12 31
$ 2,432 $ 2,623
( )
2018 2017 2016
$ 20 $ 34 $ 9
46 2017 53

235/414



MUMSS
UFJ
40
60
2018

2016 12 31 @
2017 12 31 @
2018 12 31 @

@
@
©)) 2016

EDINETOOOO

O0O000oo0gOooOoo(eoessr1)
oOoOooodn
( )
2018 2017 2016
$ 105 $ 123 $ 93
MUMSS
UFJ MUFG MUMSS
MUMSS
2017
( )
$ 275 $ 5,533 $ 769 $ 6,577
20 — — 20
$ 295 $ 5,533 $ 769 $ 6,597
(21) — — (21)
— — 112 112
$ 274 $ 5,533 $ 881 $ 6,688
673 — 27 700
2018 2017 2016 12 31

236/414



EDINETOOOO

OOOo0oooonOn(eossr1)
OooooOodd
( )
$ 349 % 2,02 $ 4 % 2,445
— 3 — 3
2017 12 31 $ 349 $ 2,05 $ 4 % 2,448
$ 270 $ 1,828 % 60 $ 2,158
2 3 — 5
2018 12 31 $ 2712 $ 1,831 $ 60 $ 2,163
( )
2018 12 31 2017 12 31
$ 3 $ 1 $ 1 $ —
283 59 283 50
4,067 2,446 4,059 2,193
507 311 503 299
175 60 329 188
$ 5,035  $ 2,877 $ 5,175  $ 2,730
$ 296
( )
2016 12 31 $ 346 $ 2,361 $ 11 $ 2,718
51 — — 51
(15) — — (15
(33) (269) @ (309)
2017 12 31 $ 349 $ 2,02 % 4 % 2,445
— — 66 66
® — — ®)
(70) (264) (10) (344)
(©)) — — (©)
2018 12 31 $ 270 $ 1,828 % 60 $ 2,158
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2022
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(
2018 12 31 2017 12 31

$ 154,897 $
32,923

144,487
14,949

$ 187,820 $

159,436

$ 144,515 $
11

127,017
38

(
2018 12 31

$

17,111
10,580
2,249
997
1,795
191
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( )
2018 12 2017 12
12 $ — $ — $ — $ 1,545 $ 1,545 $ 1,519
2018 $ — $ — $ — $ — $ — $ 23,870
2019 12,749 7,100 26 4,819 24,694 24,549
2020 10,957 7,618 13 2,692 21,280 21,414
2021 13,434 7,774 18 3,416 24,642 19,063
2022 6,450 8,519 16 1,800 16,785 17,586
2023 8,419 3,134 13 2,372 13,938 9,868
55,966 14,127 131 16,554 86,778 74,713
$107,975 $ 48,272 $ 217 $ 31,653 $188,117 $191,063
$107,975 $ 48,272 $ 217 $ 33,198 $189,662 $192,582
3.8 2.6 6.4 N/M 3.5 3.3
@
@ LIBOR
@
( )
2018 12 31 2017 12 31
$ 178,027  $ 180,835
10,090 10,228
$ 188,117  $ 191,063
() 6.5 6.6
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2018 12 31 2017 12 31
$ 520 $ 3,023
@ $ 1,284 $ 1,414
@
2018 2017
4.5 4.5

2022 2027
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2018 2017 2016
12 31 12 31 12 31
@ 3.5 3.3 3.7
3.6 2.5 2.5
o
( )
2018 12 31 2017 12 31
$ 6,772 $ 8,685
2,036 2,034
658 552
$ 9,466 $ 11,271
( )
2018 12 31
2017 12 31
€H)
12 $ 2,036 $ — % 2,036 $ 2,034
2018 $ — % — 3 — % 4,992
2019 159 5,741 5,900 2,637
2020 197 402 599 505
2021 1 — 1 2
2022 1 85 86 151
2023 — 26 26 398
74 86 160 —
$ 432 % 6,340 $ 6,772 $ 8,685
©)) 3.9 2.4 2.5 1.7
@) LIBOR
@
VIE
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VIE
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2018 12 31 2017 ZEZ 31 )
2018 $ — $ 22
2019 40 4
2020 62 109
2021 29 69
2022 33 59
2023 — —
494 289
$ 658 $ 552

VIE
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12
( )
2018 12 31
$ 12,132 $ 30,294 $ 47,955 $ 6,910 $ 97,201
7,145 1 11 — 7,157
75 544 408 253 1,280
85,541 — — 3,700 89,241
687 — — — 687
509 82 16 267 874
180 1 — 39 220
$ 106,269 $ 30,922 $ 48,390 $ 11,169 $ 196,750
$ 8,078
$ 80,559
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( )
2018 12 31
2019 $ 677
2020 657
2021 602
2022 555
2023 507
2,639
$ 5,637
$ 7
( )
2018 2017 2016
$ 753 $ 704 $ 689
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2018 12 31

( )

$ 42,347 $ 50,658 $ 102,231 $ 28,793 $ 224,029

— — — 116 116

1,826,642 1,398,077 454,910 600,312 4,279,941

W 1,017 978 1,326 4,914 8,235

83 126 26 — 235

4,449 — — — 4,449

— 1 — 23,210 23,211

— — — 63,552 63,552

9 112 160 44 325

( )

C )

(@) $ 1,384 $ —

14 —

@ 53,434 _

(6} (226) 6,901

— 124

) 7,353

9 J—

(©) 42 _

71 —
€Y
)
©)
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2018 2017 2016
$206 $342 $263
2010 15 CDIB
STACK 2006-1 CDO 275
CDIB STACK 2006-1 CDO CDIB
CDO
228 CDIB
CcbIB 12
2011 28
2018 12 21
240
2019 18 CDIB 2018 12 21
2019 24 CbIB 2018 12 21
2019 25
2013

2007-2AX MSM 2007-2AX
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2013 22
2018
240
)
2014 19
ABS
2014 11 24
2018 13
2014 23 FGIC
876
2017 23
2018 12 20
277 FGIC
FGIC
2015 23

ABS

ABS

250/414

NIMS2007-1

2017

2007-NC4

EDINETOOOO
O0O000oo0gOooOoo(eoessr1)
oOoOooodn
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19

FGIC

2007-NC4

ABS

FGIC
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( 10.5 )
2015 12 11
2018 10 19
2019 17
277
(
)
15/3637 15/4353
2007 2013 124 142
2017 19 2018 26
2018
18/00318 18/00319
2019 26
124 142
13
SPE VIE
VIE
VIE
VIE
VIE
CLN
VIE VIE VIE

VIE VIE
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VIE
CDO
CDO
VIE
VIE
CLN
VIE
CLN
VIE
( )
2018 12 31 2017 12 31
VIE VIE VIE VIE
$ 267 $ $ 378 $ 3
[h) 59 38 249 210
) 809 48 1,174 250
$ 1,135 $ 86 $ 1,801 $ 463
o
VIE VIE
@ 2018
2018
2018
( )
2018 12 31 2017 12 31
$ 77 $ 69
171 222
314 833
25 19
18 18
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128 155
402 485
$ 1,135 $ 1,801
$ 64 $ 438
22 25
$ 86 $ 463
$ 106 $ 189
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VIE VIE
VIE
VIE
VIE VIE
VIE
( )
2018 12 31
VIE $ 71,287 $ 10,848 $ 7,014 $ 3,314 $ 19,682
@

$ 8,234 $ 1,169 $ — $ 1,622 $ 4,645
— — 4,449 — 1,768
397 3 — 235 327
$ 8,631 $ 1,172 $ 4,449 $ 1,857 $ 6,740
$ 8,234 $ 1,169 $ — $ 1,205 $ 4,645
— — 6 — 87
$ 8,234 $ 1,169 $ 6 $ 1,206 $ 4,732
VIE ©)) $ 11,969
$ — $ — $ — $ — $ 185

— $ — $ — $ — $ 185
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( )
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 $ 4 $ 1,202 $ 4,730
— — 5 — 184
$ 10,657 $ 1,384 $ 48 $ 1,202 $ 4,914
VIE ©)) $ 11,318

(€))
@ VIE VIE SPE

VIE
VIE
VIE
VIE VIE
VIE
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2018 12 31 2017 12 31
$ 6,954 $ 745 $ 15,636 $ 1,272
42,974 1,237 46,464 2,331
14,969 3,443 16,223 3,439
6,390 2,809 10,965 3,615
$ 71,287 $ 8,234 $ 89,288 $ 10,657
SPE SPE
SPE
SPE
SPE
SPE
SPE
SPE

VIE

VIE
CLO
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CLN
SPE SPE
SPE
SPE
SPE
SPE
SPE
SPE SPE
SPE
( )
CLO CDO
SPE CLO
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SPE
ELN
ELN SPE
2018 12 31 2017 12 31 SPE ELN
( )
2018 12 31
€))

SPE (&) $ 14,376 $ 68,593 $ 16,594 $ 14,608

$ 17 $ 483 $ 1,573 $ 3

4 212 — 210

$ 21 $ 695 $ 1,573 $ 213

$ 7 $ 91 $ 102 $ —

28 71 — —

$ 35 $ 162 $ 102 $ —

$ — $ — $ — $ 216

— — — 178
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( )
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
@ cLo
@
( )
2018 12 31
$ 1,580 $ 13 $ 1,593
174 252 426
$ 1,754 $ 265 $ 2,019
$ 193 $ 7 $ 200
83 16 99
$ 276 $ 23 $ 299
$ 121 $ 95 $ 216

175 3 178
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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
SPE
( )
2017 2016
@ $ 23,939 $ 18,975
2,337 2,701
CLO SPE W) 191 475
[€)) cLo
)
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50

1956

2019
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(
2018 12 31 2017 12 31
() $ 27,121 $ 19,115
$ 26,524 $ 19,138
164 176
763 153
MSBNA MSPBNA
RWA
Tier Tier Tier
AOCI
2019
Tierl
Tier
2.5 Tierl
2018 2017 75
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RWA
(
)
() RWA
)
RWA
2018 12 31
2017 12 31
( )
2018 12 31
(€))

Tier 8.6 $ 62,086 16.9
Tier 10.1 70,619 19.2
12.1 80,052 21.8

RWA 367,309
Tier 4.0 $ 70,619 8.4

(@) 843,074
SLR €)) 5.0 70,619 6.5

O 1,092,672
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Tier
Tier
RWA
Tier
@
@
) Tier
GAAP

(3) SLR 2018

*
®
0cC
G-SIB
0cc
0cc
2017 12 31

(

)

Tier

2017 12 31
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)

(©)

7.3
8.8

10.8

16.5
18.9
21.7

4.0

8.3

2018 12 31
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MSBNA

( )

2018 12 31

€H)

Tier 6.5 $ 15,221 19.5
Tier 8.0 15,221 19.5
10.0 15,484 19.8
Tier 5.0 $ 15,221 10.5
SLR(2) 6.0 15,221 8.2
( )

2017 12 31
€H) (©)
Tier 6.5 $ 15,196 20.5
Tier 8.0 15,196 20.5
10.0 15,454 20.8
Tier 5.0 $ 15,196 11.8

MSPBNA

( )

2018 12 31

€H)

Tier 6.5 $ 7,183 25.2
Tier 8.0 7,183 25.2
10.0 7,229 25.4
Tier 5.0 $ 7,183 10.0
SLR(2) 6.0 7,183 9.6
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Tier

Tier

@
(2) SLR 2018

®

MS&Co.

MS&Co.
SEC
MS&Co.
MS&Co.

SEC
MSé&Co.

MSSB LLC

MSSB LLC
MSSB LLC
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0000000 000O(Ess71)
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( )
2017 12 31
€)) ©)
6.5 $ 6,215 24.4
8.0 6,215 24.4
10.0 6,258 24.6
5.0 $ 6,215 9.7
2017 12 31
( )
2018 12 31 2017 12 31
$ 13,797 $ 10,142
11,333 8,018
CFTC
SEC 15c3-1 E
MS&Co.
2018 12 31 2017 12 31
( )
2018 12 31 2017 12 31
$ 3,455 $ 2,567
3,313 2,400
SEC
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( )
2018 12 31 2017 12 31
$ 29,222 $ 29,894
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2018
47
0.30

2018 18

Passivity commitments
MUFG
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( )
2018 2017
1,788 1,852
(110) (92)
22 28
1,700 1,788
RSU
( )
2018 2017
$ 4,860 $ 3,750
2018 2019 30
MUFG MUFG
MUFG
24.9
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RSU
( )
2018 12 31
2018 2017
( ) « ) 12 31 12 31

A 44,000 % 25,000 $ 1,100  $ 1,100
c(L) 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
I 40,000 25,000 1,000 1,000
60,000 25,000 1,500 1,500
K 40,000 25,000 1,000 1,000
$ 8,520 $ 8,520

@c MUFG 911 1,160,791 C 503

c 640,909 705
30

14 Tierl
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1)@ C H®) (O]
A 44,000 1,000 $ 25,000 2011 15
C(5) 1,160,791 N/A 1,100 2011 10 15
E 34,500 1,000 25,000 2023 10 15
F 34,000 1,000 25,000 2024 15
G 20,000 1,000 25,000 2019 15
H 52,000 25 25,000 2019 15
I 40,000 1,000 25,000 2024 10 15
60,000 25 25,000 2020 15
K 40,000 1,000 25,000 2027 15
@ c 0.01
@ A c G
@) A c
@) A c
)
() 90
G) ¢ c
1,000 10
1
2018 2017 2016
(1) 1) (1)
A $ 1,011 $ 45 $ 1,014 $ 45 $ 1,107 $ 45
c 100 52 100 52 100 52
E 1,781 61 1,781 61 1,781 62
F 1,719 58 1,719 58 1,719 58
G 1,656 33 1,656 33 1,656 33
H 1,363 71 1,363 71 1,363 71
I 1,594 64 1,594 64 1,594 64
J 1,388 83 1,388 83 1,388 83
K 1,463 59 1,402 56 N/A N/A
$ 52 $ 523 $ 468
@ H J H J
2019 15 2020 15
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« )
« ) @
( )
DVA
2015 12 31 $ (93) $ (319 $ @4 $ — $ (1,656)
@ — — — (312) (312)
ocCl (23) (269) (100) (283) (675)
2016 12 31 (986) (588) (474) (595) (2,643)
ocCl 219 41 117) (560) (417)
2017 12 31 (767) (547) (591) (1,155) (3,060)
®3) ®) (111) (124) (194) (437)
ocCl (114) 272) 137 1,454 1,205
2018 12 31 $ (889 $ (930) $ (578) $ 105 $ (2,292)
@
@
DVA AOCI 2016
(©))
AOCI
2018 21

270/414



EDINETOOOO

OOOo0oooonOn(eossr1)
OooooOodd
OClI
( )
2018 (1)
C ) C ) C )
ocl $ an s @9 3 (90) $ 24 $  (114)
ocl $ an s @9 s (0) $ 24 $  (114)
ocl $ (346) $ 80 $ (266) $ — $  (266)
(8) 2 (6) — (6)
ocl $ (354) $ 82 $ (12 $ —  $ @
ocl $ 156 $ <R 19  $ — $ 119
26 () 18 — 18
ocl $ 182  $ 45) $ 137§ — % 137
DVA
ocl $ 1,947 $ @) $ 1,415 % 63 $ 1,412
56 (14) 42 — 42
ocl $ 2,003 $ (486) $ 1,517 $ 63 $ 1,454
( )
2017
C ) C ) C )
ocl $ 64 $ 187 $ 251§ 2 $ 219
ocl $ 64 $ 187 $ 251§ 32 $ 219
ocl $ 100 $ 36) $ 64 $ — % 64
(35) 12 (23) — (23)
ocl $ 65 $ @) 3 41 % — % 41
ocl $  (193) $ 75 $  (118) 3 — $ (u8)
2 @ 1 — 1
ocl $ (91 $ 748 Q1) s — $ )
DVA
ocl $ (922) $ 325§  (597) $ (28) $  (569)
12 ®) 9 — 9
ocl $  (910) $ 322 $  (588) $ (28) $  (560)

271/414



EDINETOOOO

OOOo0oooonOn(eossr1)
Ogoooood
( )
2016 )
C ) C ) C )
ocCl $ 24) 3 9 $ (15 $ 12 $ 2n
4 — 4 — 4
oCl $ 0 $ 9 $ 1 3 12 $ (23)
oClI $ (313) 3 116 $ (197) % — $ (197)
(113) 41 (72) — (72)
oCl $ (426) $ 157 $ (269) $ — $ (269)
oCl $ (162) $ 64 $ @8 3 — $ (98)
3) 1 (2) — ()
oCl $ (165) $ 65 $ (100) $ — $ (100)
DVA
ocCl $ (429) 3 153 $ @Qm6) $ (13 s (263)
(31) 11 (20) — (20)
oCl $ (460) $ 164 $ (29%6) $ 13 s (283)
(1) 2018
(2) 2016 DVA
( )
2018
$ 32
99)
AOCI 443
@ (6)
$ 306
( )
2017
@ $ (30)
(5)
$ (35)
(Y] ( 2016 DVA 0CI
)
(2) 2017
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( )

2018 12 31 2017 12 31

$ (1,851) $ (1,434)
962 667
$ (889) $ (767)
$ 11,608 $ 10,139
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16
EPS
( 1 )
2018 2017 2016
$ 8,887 $ 6,235  $ 6,122
« ) *) (19) 1
8,883 6,216 6,123
135 105 144
8,748 6,111 5,979
526 523 471
$ 8,222  $ 5,588  $ 5,508
EPS
1,708 1,780 1,849
$ 4.81 % 3.15  $ 2.98
« D - (0.01) -
$ 4.81 $ 3.14 % 2.98
EPS
1,708 1,780 1,849
RSU 30 4 38
1,738 1,821 1,887
$ 4.73 % 3.08 $ 2.92
« ) - (0.01) -
$ 4.73 % 3.07 % 2.92
( RSU ) 1 - 13
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( )
2018 2017 2016

$ 1,744 $ 1,334 $ 1,142

4,249 3,298 2,724

@ 1,976 169 (374)

2,392 2,029 2,131

©) 3,531 2,167 1,393

$ 13,892 $ 8,997 $ 7,016

$ 1,255 $ 187 % 83

5,031 4,285 3,606

®) 1,898 1,237 977

) 1,902 (12) (1,348)

$ 10,086 $ 5,697 $ 3,318

$ 3,806 $ 3,300 $ 3,698
@
@
(©)
®

18
( )
2018 2017 2016

$ 892 $ 951 $ 1,054

2

28 75 81

) $ 920 $ 1,026 $ 1,137

0) $ 110 $ 85 $ 73
@
@

( )
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2017 2016

193  $ 225 $ 381

2019
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2018 12 31 @

$ 364
167
30
$ 561

2019 2018

(
2018 12 31

138

15
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RSU
2018
( ) )
RSU 88 % 32.46
20 55.40
(32) 34.36
@ 37.78
RSU @ 74 $ 37.59
RSU $ 2,899
2017 RSU $ 42.98
2016 RSU 25.48
(1) 2018 12 31 RSU 1.0
RSU
2018
( ) C )
RSU 50 $ 33.64
20 55.40
@n 38.43
@ 37.78
RSU @ 41 % 40.65
@ RSU
RSU
( )
2018 2017 2016
$ 1,790  $ 1,333 $ 1,068
1,504 1,470 1,088
PSU
PSU
0 150
MS ROE S&P500
MS TSR
PSU RSU 2018 12
31 PSU
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PSU
2018 2017 2016
MS ROE $ 56.84 42.64 25.19
MS TSR 65.81 48.02 24.51
MS TSR
2018 2.2 26.8 0.89
2017 1.5 27.0 0.89
2016 1.1 25.4 0.84
S&P500
( )
2018 2017 2016
$ 1,174 1,039 950
108 696 228
@ $ 1,282 1,735 1,178
) $ 193 176 151
@
@
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( )
2018 12 31 )
2019 $ 423
2020 151
227
$ 801
@ 2019 2019
2018
2018 [€))
( )
2019 2020
$ 558 $ 197 $ 151 $ 906
630 284 122 1,036
$ 1,188  $ 481 $ 2713 $ 1,942

(1) 2019
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19
(GD)
( )
2018 2017 2016

( ) $ 16 $ 16 $ 17
134 146 150
(112) 117) (122)

@ - -

26 17 12

«c ) $ 63 $ 62 $ 57

( )

2018 2017 2016

( ) $1 $1 $1

3 3 4

@ (16) an

C ) $3 $ (12) $ (12)

2007
401(a)
SEREP 401(a)

280/414



AOCI

0Cl

ocCl1

EDINETOOOO

OOOo0oooonOn(eossr1)
OoOoOoOoOodno
( )
2018 2017 2016
$ (947) $ (761) $ (625)
158 (205) (149)
(15) 2 1
(€H) - -
26 17 12
168 (186) (136)
$ (779) $ (947) $ (761)
( )
2018 2017 2016
$1 $ 17 $ 36
13 - @
(€)) (16) an
12 (16) (19)
$ 13 $1 $ 17
10
2018 2017 2016
3.46 4.01 4.27
3.50 3.52 3.61
3.38 3.10 3.19
2018 2017 2016
3.44 4.01 4.13
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( )
2018 2017 2018 2017
$ 3,966 $ 3,711 $ 86 $ 88
16 16 1 1
134 146 3 3
(1) (340) 304 13) _
15 @ _ _
(11) ® - -
(195) (242) (®) (6)
22) 42 _ _
$ 3,563 $ 3,966 $ 71 $ 86
$ 3,468 $ 3,431 $— $—
(69) 217 _ _
34 32 6 6
(195) (242) (6) (6)
(11) ® - -
4 39 _ _
$ 3,203 $ 3,468 $- $—
$ (360) $ (498) $ (71) $ (86)
$ 151 $ 87 $_ $_
(511) (585) 1) (86)
$ (360) $ (498) $ (71) $ (86)
( )
2018 2017
12 31 12 31
$ 3,546 $ 3,953
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( )
2018 2017
12 31 12 31
$ 575 $ 3,676
559 3,663
64 3,001
12 31
2018 2017 2018 2017
12 31 12 31 12 31 12 31
4.01 3.46 4.07 3.44
3.34 3.38 N/A N/A
Aa
2018 2017
12 31 12 31
5.66 5.81
7.66 8.49
( ) 4.50 4.50
2038 2038
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2018 12 31

o) $3 $— $— $ 3

2,197 - - 2,197
- 317 - 317

2,197 317 - 2,514

$ 2,200 $ 350 $ 48 $ 2,598

NAV

252

134

12

207

$ 605

$ 3,203
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( )
2017 12 31
o) $6 $— $— $ 6
2,398 — — 2,398
- 318 — 318
2,398 318 - 2,716
_ 14 — 14
— 1 — 1
_ — 47 a7
(€H) 26 - — 26
¢H) (11) @ - 13)
$ 2,419 $ 331 $ 47 $ 2,797
NAV
285
126
41
219
$ 671
$ 3,468
(€))
( )
2018 2017

$ 47 $ 38

_ 1

1 8

$ 48 $ 47

2018 2017

87
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NAV

NAV
NAV

2018 12 31
2019 2019 50
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2020
2021
2022
2023
2024

-2028

401(K)

2016

401(K)

401(K)

401(K)

100,000

IRS
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( )
2018 12 31
$ 139 $6
144 6
151 6
160 6
163 7
904 27
( )
2018 2017 2016
$ 272 $ 258 $ 250
401(K)
2018 2017
( )
2018 2017 2016
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( )
2018 2017 2016

$ 686 $ 476 $ 330
207 125 221

328 401 196

268 56 28

94 48 14

318 308 359

$ 1,901 $ 1,414 $ 1,148
$ 330 $ 2,656 $ 1,336
56 84 74

54 18 56

(10) an 127

®) 0) 31

22 15 (46)

$ 449 $ 2,754 $ 1,578
$ 2,350 $ 4,168 $ 2,726
$ (1) $ (7) $1
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( )
2018
$ 71
67
39
2017
82
49
36
2016
125
46
38
2018 2017 2016
21.0 35.0 35.0
2.0 1.4 2.2
0.9) (1.6) 2.5)
(0.4) (0.1) (0.1)
1.2 (5.0) 3.1)
0.1 - 0.1
- 11.5 -
@ (1.5) (1.5) -
(0.6) 0.4 (0.8)
20.9 40.1 30.8
(1) 2017
21
2018
203
2017 968
12
IRS
233
2017 12 22 21
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GILTI
BEAT
2016 68
IRS

( )

2018 2017

12 31 12 31
$ 264 $ 391
2,053 2,146
318 377
242 645
2,877 3,559
143 144
$ 2,734 $ 3,415
$ 12 $ 20
825 627
224 194
1,061 $ 841
1,673 $ 2,574

2018 12 31
50
GILTI

2018 12 31
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( )
2018 2017 2016

$ 1,59 $ 1,851 $ 1,804

83 63 172

34 170 14
(404) (312) (134)

(139) (155) =
(88) (23) ®)

$ 1,080 $ 1,5% $ 1,851

@ $ 746 $ 873 $ 1,110

@
(
( )
2018 2017 2016
$ (40) SN E)) $ 28
91 147 150
IRS
15/3637 15/4353
12
12
12
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2013
2007
2012
2011
2015
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( )
2018
@, @) $ 6,088 $ 475 $ — $ () $ 6,482
11,101 279 25 56 11,551
182 1 254 — 437
) 2,671 1,804 — (285) 4,190
@ 421 10,158 2,468 (149) 12,898
535 248 (30) (10) 743
(3).(4) 21,088 12,965 2,717 (469) 36,301
9,271 5,498 57 (934) 13,892
9,777 1,221 28 (940) 10,086
(506) 4,277 29 6 3,806
$ 20,582 $ 17,242 $ 2,746 $ (463) $ 40,107
$ 6,260 $ 4,521 $ 464 $  (8) $ 11,237
1,230 1,049 73 &) 2,350
5,030 3,472 391 (6) 8,887
) — 2 — @®
5,024 3,472 393 (6) 8,883
118 — 17 — 135
$ 4,906 $ 3,472 $ 376 $ (6) $ 8,748
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( )

2017

$ 5,537 $ 533 $  — $ (67) $ 6,003
10,295 848 22) G) 11,116
368 3 449 — 820
2,433 1,737 — (109) 4,061
359 9,342 2,196 (100) 11,797
630 268 @7 (13) 848
19,622 12,731 2,586 (294) 34,645
5,377 4,501 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
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( )
2016
$ 4,476 $ 484 $  — $ Q7 $ 4,933
9,387 861 0 @7 10,209
147 — 13 — 160
2,456 1,745 3 (95) 4,109
293 8,454 2,063 (113) 10,697
535 277 31 (18) 825
17,294 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
(1) 2018 86
(2) 2018 2,436
3,652 2017
2,077 3,460 2016
2,220 2,256
(©)
2019 2020 100 2021 2025 40
60 2026 2035 10
) 2018 2,821
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2018

2017

2016 (3)

(1) 2017

@
(3) 2016

€Y)

@

o

@

20
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OooooOodd
( )
$ (182) $ — $ (21) $ (203)
(104) (50) 1) (165)
$ (286) $ (50) $ (32) $ (368)
$ 705 $ 402 $ 94 $ 1,201
(168) — — (168)
(66) 9 ® (65)
$ 47 $ 411 $ 86 $ 968
93) (54) ® (155)
$ 378 $ 357 $ 78 $ 813
$ (68)
( )

2018 12 31 2017 12 31

$ 646,427 $ 664,974
202,392 182,009
4,712 4,750
$ 853,531 $ 851,733
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2018 12 31 2017 12 31
$ 434 $ 442
( )
2018 2017 2016
$ 56 $ 86 $ 91
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( )
2018 2017 2016
$ 29,301 $ 27,817 $ 25,487
6,092 5,714 4,994
4,714 4,414 4,150
$ 40,107 $ 37,945 $ 34,631
( )
2018 2017 2016
$ 7,804 $ 5,686 $ 5,694
3,433 4,717 3,154
$ 11,237 $ 10,403 $ 8,848
( )
2018 12 31 2017 12 31
$ 576,532 $ 570,489
200,194 191,398
76,805 89,846
$ 853,531 $ 851,733
( )
2018 2017 2016
$ 2,696 $ 2,091 $ 1,522
914 647 1,156
6,157 6,291 5,690
1,174 740 56
610 1,347 1,785
$ 11,551 $ 11,116 $ 10,209
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2018

$ 75

193

Q) 30
52

350

'€H) $ 30

31

102

) 187
350

$ 15
©)
19
30
$ 30

@ 48
@

GAAP

2018 12 31 2018

$ 2,308 $ 2,805
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22
( )
2018 2017 2016
@ $ 4,973 $ 2,567 $ 2,448
54 (260) 96
) 64 38
5,022 2,371 2,582
5,172 3,783 3,008
4,816 4,079 4,036
356 (296) (1,028)
5,378 2,075 1,554
225 240 126
5,153 1,835 1,428
( 22 (206) (383)
5,131 2,041 1,811
3,617 4,070 4,168
8,748 6,111 5,979
(114) 219 (23)
72) 41 (269)
137 17 (100)
DVA 1,454 (560) (283)
$ 9,953 $ 5,694 $ 5,304
$ 8,748 $ 6,111 $ 5,979
526 523 471
$ 8,222 $ 5,588 $ 5,508
1 2018 30
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( )
2018 2017
12 31 12 31
$6 $ 11
7,476 8,120
_ 1
10,039 5,752
(15,500 13,219 ) 22,588 19,268
25,535 38,502
30,954 30,145
97,405 112,557
42,848 35,971
32,418 31,856
1,244 2,704
$ 270,513 $ 284,977
$ 276 $ 148
_ 8,753
30,861 28,781
2,548 2,421
(18,599 22,603 ) 156,582 167,483
190,267 207,586
12
8,520 8,520
0.01
s SSon . .
-1,699,828,943 1,788,086,805
23,794 23,545
64,175 57,577
2,836 2,907
« ) (2,292) (3,060)
339,065,036 250,807,172-01 ) (13,971) (9,211)
(2,836) (2,907)
80,246 77,301
$ 270,513 $ 284,977
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€Y)
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€Y)
«c )
«c )

a
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( )
2018 2017 2016

$ 8,748 $ 6,111 $ 5,979
(3.617) (4,070) (4,168)
964 1,087 1,367
(7,231) 619 (151)
(1,136) 3,747 3,027
(8,155) (5,263) -
1,252 3,620 -
3,729 1,038 -
13,057 19,314 (10,846)
(8.,753) 8,753 -
11,841 (35,686) (141)
12,971 (8,224) (10,987)
- 994 -
14,918 36,833 32,795
(21,418) (24,668) (24,793)
(5,566) (4,292) (3,933)
(2,375) (2,085) (1,746)
2,122 1,861 (2,361)
- 26 66
(12,319) 8,669 28
(166) 221 (250)
(650) 4,413 (8,182)
8,132 3,719 11,901

$ 7,482 $ 8,132 $ 3,719
$6 $ 11 $ 116
7,476 8,120 3,600
- 1 3

$ 7,482 $ 8,132 $ 3,719
$ 4,798 $ 3,570 $ 3,650
437 201 201
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( )
2018 2017
12 31 12 31
$ 146,492 $ 157,255
10,090 10,228
$ 156,582 $ 167,483




@

@

100

FDIC
2017

2018
12 31

EDINETOOOO

$ 24,286

2018
12 31

$ 1,003

0000000000(ES871)
u[n[u]uluiuln
( )
2017
12 31
$ 19,392
( )
2017
12 31
$ 1,082

2017
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( )
2018 2017
@B (1)
(€Y) $ 10,102 $ 9,704 $ 8,936 $ 7,559 $ 8,974 $ 8,752 $ 8,414 $ 8,505
975 906 936 989 771 751 783 995
11,077 10,610 9,872 8,548 9,745 9,503 9,197 9,500
(€Y) 7,657 7,501 7,021 6,691 6,937 6,861 6,715 7,029
3,420 3,109 2,851 1,857 2,808 2,642 2,482 2,471
714 640 696 300 815 846 697 1,810
2,706 2,469 2,155 1,557 1,993 1,796 1,785 661
@ @ @ 1 22) ®) 6 2
2,704 2,467 2,154 1,558 1,971 1,791 1,791 663
36 30 42 27 41 34 10 20
$ 2,668 $ 2,437 $ 2,112 $ 1,531 $ 1,930 $ 1,757 $ 1,781 $ 643
93 170 93 170 90 170 93 170
$ 2,575 $ 2,267 $ 2,019 $ 1,361 $ 1,840 $ 1,587 $ 1,688 $ 473
(©)
$ 1.48 $ 1.32 $ 1.19 $ 0.81 $ 1.03 $ 0.89 $ 0.95 $ 0.27
- - - - (0.01) - - -
$ 1.48 $ 1.32 $ 1.19 $ 0.81 $ 1.02 $ 0.89 $ 0.95 $ 0.27
(©)
$ 1.46 $ 1.30 $ 1.17 $ 0.80 $ 1.01 $ 0.87 $ 0.93 $ 0.26
(0.01) - - - (0.01) - - -
$ 1.45 $ 1.30 $ 1.17 $ 0.80 $ 1.00 $ 0.87 $ 0.93 $ 0.26
$ 0.25 $ 0.25 $ 0.30 $ 0.30 $ 0.20 $ 0.20 $ 0.25 $ 0.25
$ 39.19 $ 40.34 $ 40.67 $ 42.20 $ 37.48 $ 38.22 $ 38.87 $ 38.52
@ 2018
21
@ 2018
111 2017
IRS 168
2017
12
20
®) 2018 46
2017 53
®
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( )
( )
2018

€Y $ 79 $ 108 $ 93 $ 70

4 _ 12) 38

[€h) 79 108 93 70

$ 4 $ - $ @12 $ 38

(€))
24
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13a-15(e)
( GAAP
)
GAAP
2018 12 31
(C0S0) (2013 )

2018 12 31
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( C0S0 )
(2013 ) ( )
2018 12 31 C0S0
(2013 ) 2018
12 31
C X PCAOB ) 2018 12
31 2018 12 31 2019 26
PCAOB PCAOB

PCAOB
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Tabie of Gontarts

Motes to Consolkdated Financial Statements
1. Introduction and Basis of Presentation

The Firm

Mo Smley & oo global finanoal services firm thal munlains
significant market positions in each of ils husiness segments—
Instittiomal ~ Securities, Wealth  Mansgement  and  Investment
Mungrensent. Morgan Stanley, through s subsidianics and affilistes,
provides a wide wvanidy of produds and sovices o @ lege amd
diversified growp of chients and customers, incluiding corporations.
govermments, fnancial mstitulsons and individeals, Unless the context
atherwise requines, the tesms “Morgan Stanley™ or the “Fimn™ mean
Morgan Stanley dthe “Parent Congamy™) logeher with its consolidated
subsidisries. See the ~Glossary of Common Acromyms” for the definition
of certain acronyms used througheutthe 2018 Form 10-K

A description of the clients and principal produscts and services of each
of the Fam's business segments is as follows

naiiurfonad Securites provides investment banking, sales and ireding.
leniding and other services 1o corporstions, govemments, fimancial
instilutions, and high to ultschigh ool worth clienls, Invednvnl
bamking services comsist of capilal ralsing and Tieancial advisony
services, including services relsting o the umderwriting of debl, aoqaily
amd other seamties, as well 3 sdvice o mengers and scquisitions,
rostnschurings, real estale and projed fmandce. Sales awd irading
services inglude sales, financing, prime brokersge and market-making
wclivilies in equily and fixed income prodeds, mcluding foreign
exchange smd commodiics. Lending aaivilies imchude originating
corporale boars, commordal modgage bnding, wel-backed loading
anvl financing extended to sales and trading castonsers. Other activilies
include mvestments mw research.

Wanlth Management provides a3 compechmsive amay of fmncial
services md solutions fo individm! investors and small 1o
micdiim-sized sy and instilutions covertng brokerage and
investmen! mivisory services; financial snd wealth planning sorvices;
ammily @l insurmos prodeds socirilbes-based lending, residantial
real estate boams and piber lemding products. banking and refirement
plan services.

Bivertmernt Maiapemend provides u broad mange of invetment
strulegies and prodoc s that gpen geographics, nsset dasses, amd public
amil private markets to a diverse group of clients across s inniond
aml inbormedary channels. Stralegies and producs indude oquity,
Tixed income, |suidty and altemstivedother products. [nstinnionad
liontz michide defmed bonefitdefined contmbation plans, foundations,
embowments, govermment entiss, soverdigh wealth

Morgan Stanley

Tunds, inmurmnce companics, third-party find sponsors and conporations.
Individual cleents are served through mermediaries, mohading affibiated
arnd non-uffilimted dedributors,

Basis of Fimanckal Information

The consolidated fmamcial astements (“financial statemests™) are
prepared in sccordance with U5, GAAP, which requare the Firm 1o meke
ctimianes and ssumglions negarding the valuastbons of consin finandl
insnamends, the valudion of goodwill snd  intaingpible  mssclx
compensalion, deforied b assds, e cotoome of legal and Gy raflors,
allowence for credit bosses and other natters thal sffect Bs financial
Aatements anl relstod disclosures. The Fum belicves that the estimates
ilized in the prepamlion of s financinl Astements e prudent and
reasonable. Actual resalis coubd differ matenally from teese ctimiabes.
Infercompany balances and mamactions have been eliminated Certaim
reclassifications have been made 1o praor penads bo confanm 1o the current
fpresentation.

Convrlidatiom

The fmancial dalenvenis inchisde the accounts of ik Firm, fs whelly
cmed subsidiaries and other entities in which the Firm has & controlling
fmanaal intered, mouding cotam VIEs (se¢ MNole 135 For consolsdated
subsidiarics that are less than wholly owned, the third-party holdings of
Squity interests ane refemred to as poncontrolbing imarests. The nel income
altributable to noncontrolling interests for such subsidiaries is presented ==
Net meome applicable te nenconirolling interests im e consolidaged
income sladements ("inconse ). The portion of sharcholders”
coquity thal is aeributable to neacontrolimg interests for sch subsidiarics
15 presented as peacomtrolling interests, 8 compoment of total equity, in the
comsolidatod balanie shocts Chalance sheds™ )

For entities where the tolal equaty invesiment al risk: is sulficient to emble
the enlly bo Fnence ils acinvilees withoul adddional subordinated finmcral
support and the equity rolders bear the economic residus! risks and retums
of the entity mnd have the power 1o direct the activitics of the entity that
mest significantly affect s sconomic parformance. the Firn comsolidates
those entilies @ comtrols gither through & majority voling intored or
ciharwise, For VIEs (e entities thet do not nwest the aforamentioned
eriteria), the Finm consolidates those entities where it has the power to
make the decsons thel mest  significanily alfect the coonomic
performance of the VIE and has (e obligalion 1o absort losses or the right
1o reeive benefis that could potentially be significant to the VIE,

i Decomber 2018 Form 13-
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For myveRiments i entittes i which the Fam dogs nol lave a conlflling
fnm<ial mterest but has significant mifeence over operating and
finanrcial decistons, it applics the equaay method of acconiing with pet
gams and losses recorded withim Cther revenmes (500 Mole #) unles tho
Firm has cleciod to mexnme v invesanient sl fuir value, in which case
et grine s boses are recorded within Investments revennes {see Maobe
3

Equity and painership imtarests held by entilies qulifying for
ACCOUNIME PUIPEES 35 Mvesimnl companics &t camied al falr valus,

The Firmi's signifacant regubded U5, ad intemations]  asbaxhisnes
inclide Morgan Stankey % Co. LLC ("MS&C07) Morgm Stanley
Smith Bemey LLC ("MS58 LLC" ) Morgan Sianley & Co. International
ple {“MSIP), Mogan Staley MUFG Securities Co., Lid, (“MSMS")L
Morgen Stanley Bank, N.A UMSBNA™) md Morgan Stanley Priveie
Bank, Nationd Association ("MSFRNA"),

Convelldmed Cadh Flow Satrments Presealiotion

For purposes of the consolidaied cash flow dalements Mcash flow
salomonds"), cash and cash cqivalents consis of Cash and dre from
banks, Interest boaring deposils with snks and Redtricled cash. Cash
and cash equivalents imdudes highly liged investmenls with origimal
mafurities of three months of less that aee bedd for investment purposes
and are rendily comvertible o known amounts of cash.

Rearicted cash inchides cash im banks subject to withdrawal restrictions,

restricted deposits held & compensatmg balances and cash seeregsted in
comHimnce with foderal or ather regulalsons.

1. Shgnificant Accounting Palicies
Revenue Recognition

Revemses are recogmized whei the promised poods or services are
delivered to our ardomers, m oan amood thal = besed oo the
consideration the Fimm expeocts o receive in exchmge for those goods: of
services when such smounts mre not probable of significant reversal,
These pobicies reflect the adoption of Revemwe from Confracts ity
Ceposwrs o January 1, 3008 Mose we “Acommimg  Updates
Adopled” herein for the more significant Eiferences in policses apphied
in prior periods,

Froeestmarar Ranking

Revemses from investment hanking activities consist of reventics camed
from underwriting primarily eqaity @nd fixed income ssamities and
advisory fees for mergers, scouisitions, resrucurigs sl advisony
AsEgILEnts.

Deecemmbey 20LE Fosm 10K

Morgan Stanley

Underwriting revemies ae genefally recogieed on trade date i ihere (8 o
mceriamty or contingency related to the amount to be pasd. Underwriting
cossts are deferred and recognized i the relevant non-inferest expenses bine
ki wheen the relaled underwriling revenoes o e recerdod.

Audvizory bfoes are recogmized as advice is provided bo the cliont, based oo
the estimated progress of work snd when revenues are not probable of &
signaficant feversall Adbvisory oosts s recognered as moumed m the
relevani mon-interesd expenses line items, mchiding when reimbursed.

Comumivdorns and Feer

Commission and fee revenses resalt Gom Eremaction=hased amngensmnis
in which the cliemt is changed & fee for the eeoution of manadions. Such
fevamics primarily anse ffom Fansdions @ oquily seomtics, services
relaled o mles and trading activilies, and sales of mubml funds,
altemative funds, fibures, nasance prodeds awd options, Commision
and fee revemees we recognized o irsde dafe when the performance
chiligalion i satisfied

At Mavsagemend Bevimurs

Asset managemend, ddnibution s sdministrtion fecs are gememally
based on releted asd level: being mamged such o the AUM of a
custonmer's. accoint of e met assel value of 2 fewl These fecs are
gewerally recognined whom services sre performed and the Fecs booome
kmown, Management fees are reduced by edimated fee waivers amd
cxpense caps, iFany, provided 1w the customer.

Parformavce-tased foes nol in the form of carried intarest are recondod
when the anmal performance teget is met and the revenues mre not
probable of & spnificant reversal.

Sales commissions paid by the Finm = connection wills the sale of certain
chusses of shares of 118 operr el mautual firnd products are accourted For as
defiared commission assels il anvtized to expense over he expocted
life al the contract. The Firm periodically tests defared commission asols
for recoversbility based on cash flows expected to be received in foture
persods. Cther asset I anid distribwilion costs e recognined
inaarned im the relevant mon-interest expensss line items.

Carried Irferest

The Firm & mtitled to recove poformmmocbased fees in the fom aff
camied interest when the retum on assets under managemenl sxceeds
coftain benchmark retums of other porformance targds. When the Fem
cams carried inberest from funids a2 specified paformance thresholds are
miet, that cisried storesd mnd any related generad or limited pariner inlorest
i accoumted For under the equity method of
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accotntang and measured kased on the Fom's cdlaim o the NAY of the
fimd at the reportmg date, taking mio scooand the dstnbution tems
applicable to the mterest held

Siee Mote 21 for information regardng the pet curmulalive unrealized
amsmml of poformance:based fee revenues al risk of reversal. Sce Nole
2 for information regarding genersl parmer guarenices, which imchude
petential obligations 1o return perf) fee digribubions previousty
received.

Ctfver Mens:

Revimes from certnin comemoditicenebited confrads ans recognioed as
the promised goods or services are deliversdio the azgomer.

Recenables from contracts with customers are recognired in Customer
and olher receivables in the balamsce shetts when the enderlying
perfomunce obligations have been safti=ficd and tho Firm bas the night
per thie contract to bl the customer. Coniract asses are fecognized in
Cther zescls when the Fam has satiefied its performance obligations but
customer paymesd i conditional Contract lishililies s recognized in
Cther lahilities when the Firm has colleded payment from a customor
based on the terms of the contract bul the underlying parformance
chligaions wre nol yel stisfied

For contracts with a term besz 1lan one yoar, moremantal ooz 1o ablain
the contruct are expensed ae naured Fevenues are nol discounted when
payment |3 expected within one year.

The Firm presenis, ool within eovenmies, all teoes asoossed by a
govesmmenital muthority that se both Emposed on and concument with &
apedlic revenueproducing trasssction and collected by the Fiem from a

clsdTier.
Fair Value of Finamcial Insirmmnends

Inestrumeents withan Trading assets and Tradmg habilitics s mosurod a
fair value, cither &5 required by accounting. guidance or through the fair
value option eloction (discussed below) These financial nstraments
primanly represent the Fim's trading amd Evedment positions and
anchide both cash and dersvative products. In addtion. debt and eeuity
sequrities clussified as AFS securilies are messared at fir value,

s md bosses on insdroments camicd o1 Tar value are reflected in
Tradimg revemses, lervestments revenues of Envestmeent hanking revenises
in the meome daloments, exoepl for AFS soounlics (so¢ ~Investment
Beomilies—AFS and HTM seourfibes™ section lverein and Note 53 amd
derivalives accounted for as hedges (soe “Hedge Accountimg™ sedtion
feerein and Note 4)

Morgan Stanley

Infered income amd mierest expense wre recorded within the mcome
snlements depending on the nahure of the intrument and releted muarket
conventions, When interest is inchsded a5 & component of the mnstruneents”
Tar witlue, inforest is included withan Trwding revenues o Investmenls
revamics. Otherwise, o 18 mdisded within  Intered moome  or
Infered expenze. Drvidend mcome is recorded in Trding revenses or
Ievestmenis revenues depending on the business activity,

The fair wvalue of OTC fnmndal nsruments, incloding derivative
contracts rekabed 1o fmanctal instruments and commodities, ts presented in
the accompanying balince sheets on 2 net-by-counlenpasty basts, when
appropriste. Additionally, the Fimi mets the fair value of cish collateral
paxl or received ugainst the Ffair value smounts recogmived for met
derivative positions exeastesd with the same counterpaty under the same
masier netng sEreemant.

Falr Value Opifon

The Firm has elected ts memsaire oertain clighle indmmonts al fair vahie,
including cerlen Securities purchased ender sgreements (o rescll, boans
and lending commiiments, cquity method invesaments, Deposits (Le.
smctured cerlificates of deposit), Seasitics sold under agreemsents to
repurcbase,  Othor soored  fmancings and  Bomowings  (prinuarily
stnuctured noes).

Fair Valre Mrawremeni— IhefTritlen and Hisrordy

Fair vahse is defined as the price that would be recetved 1o sell an asse or
padd 1o transfer a liability (e, e e price”) in s orderly tman=ciion
betwioen markel partiipants al the measiromeonl dale.

Fair vahse is 8 market-based messure considered from the perspective of a
markiet pariscypant rather than =n entity-specific measame. Therefore, cven
whsen market assamptions are not readly available, ssumgtions are se ta
reflect (hose tbal the Firm believes market paticipents would use in
pricing the sssd of lisbiliy o the mesusoment dabe. Where the Firm
manages ¥ group of financial seets, fmancial Fbilitics, md noafinancl
items gooounbed for &5 derivatives on the basia of ils net exposire Lo either
mwhiet riss or oredit risk, the Firm measures the fair vahse of that group
af fimandal Fsruments conssently with bow marke partsopants woukd
price the net mek exposure ol the measureman date.

In ddtomining fir vaee, the Finm usex varous valustion approddhes and
esthlishes a hiermchy for iputs ured in meaaaieg fur vahse thet requires
the mosd observable inpasts be used whem asmilable.

Obscrvable finputs are inputs tha masket pasticipans would use m pricing
the meset or libility that were developed based

91 Drscembier 2015 Form 10-5
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on markel dela ebtained from sources mdependent of the Firm.
Unsobservabile inputs s igpuls that reflect yplicms the Firm beli
ceher magket participants would mse in precmg the asset or liability that
are devoped based on the bed information available in the
ciraimstances. The fair valoe hierarchy is broken down inta trce kvels
baxed on the obeervehility of mpais s follows, with Level | being the
Iighest and Level 3 bean e kowest level:

Level I Valustions besed on quofed prices i sctive markets that the
Firm has the ability 1o a¢ess for idemtical sssets or liabilities. Valustion
adpstments wnd block discounts are pod spplied 1o Level 1 instrumients.
Simoe vahetions are bazed on quoted prices Dt are resdily and rozibarly
available in ;n active market, valustion of these products does not entail
a significan degree of judiment.

Leved 2 Valustions based on one or more quoted prices in markets that
are not active or for which all significant inputts are observable, either
direcly or indirecily.

Level 3 Vahmlions based on inputs thal e wnobsenvable and
signafbcant 1o the overall fair value memanemnent.

The availabality of ohearvable inputs can vary Erom prodect 1o prodod
and is affected by n wide variety of factors, for cxample, the bype of
produc, whether the product is mew and nol yet established in the
msketplece, the liquidity of markets and other darndoredics patioalar
to the proisct. To the extent that valusiion &5 based on models or mputs
that are less observable or uncbsenvable i the markiet, the determination
af fair vadee reqencs more judgment. Accordimgly. the degree al
judemmi coercised by the Firm in dadamining fair vahue is grestest for
nstniments cetegonized in Level 3 of the fair vadae hierarchy.

The Firmm comsiders prices snd ingrls thal sre ogrent as of the
meaaremoml dale, nchiding during poiods of market dislooizon, In
periods of market dislocation, the cbservability of prices and inputs mey
be redsced for many indgnemens This condtion cald cumse =
instrument to be rechassified from Level 1 to Level ¥ or from Level 210
Level 3 of the famr valse hiorardhy.

Inn conmain cases, ihe mpuls wsed o measire fair vahic may fall o
different levels of the far value hiererchy. In suich cases, the lotal Fur
vabue amount |8 disclesed in the level appropriate Sor the lowest level
il it i= signaficant 1o the tolal Bar value of the asset or liabaity.

Valumtfon Fecknigues

Many cish ingnmments aml OTC dermvalive comtracts have bid and ask
prices thel cam be cbeerved im the marketplace. Bid prices reflect the
ghest price that a pary s willisg 1o pay for an &ssel Ask prices
ragreserd the bowest price thal s

Devwsnbar JOLE Form 10E

Morgan Stanley

party (s willing to aceept for an asscl. The Famm carries positions o the
point withan the bid-wd: range thal meels itx bed extemate of fr value.
For offsctiing positions i the same financisl mnament, the same price
willin the bichask sgpread (s uwsed to measuro both the bong il st
psitions.

Fair value for many cash insnements and OTC derivative contrads is
dermved wang prome modds. Priomg madels taie inbo acemint the
confract lenms, ms well as multiple inputs, including, where applicshle,
commodity prces, equity prices, imlerest rale vickd airves, credil cunves,
correlation, creditwogthiness of the counterpanty, creditworthiness of the
Fitn, oplion volatility sl asrency mtes.

Where sppropriale, valuation sfusinvents are mads to account for various
factors asch as Bqudity risk (bidack adjustments), credit qualiaty, moded
umcerininty and copcentration risk. Adpstments for liguadity risk adjust
model-derived midmarkel bevels of Level2 md Lewel 3 finmecial
inanaments for the bid-mid or mid-ask spresd required (o properly reflecd
the exit price of a rek position. Bedamid and mid-ask spreads are markoed
to levels ohserved in trede activity, broker quotes or other extemal third-
party data Where these spremds are unobservable For the particular
position in question. spresds are dermved firom observable levels of similar
pasitions.

The Firm applics credil-related svalugon adpdinents bo its Bomrowiings
{primmaily structured notes) for which the fair value option was elected
and ko OTC derivalives. The Firm considers thee impact of changes i ils
oam et spreads based upon observations of the secondary bond market
spreads when measunng the fair value for Bomowings

For OTC derivatives. the impacl of changes in both the Fams and the
counterpany's credit mating is considered when mensuring fair value. In
determanimg the expedted expoasre, the Firm amubabes the distribution of
the future cxposire o 8 commlerparty, then applics maket-based defaule
peohsbildtics to the fulure exposre, leveragme eiamal thind-party CDS
guead daln. Whore CDS spread datw wre pmnailsble for o specific
coutarpanty, bond madkd spreads DS specad dala based on the
counderparty’s credit mbting o (DS swesd dain that reference a
compasable counlerpaty mry be ulilized The Fam also considers
coflatorul held and logally enforceable masior neflmg agroements at
mitigale 19 exposaire fo cach counterpany.

Adustmenis for model wncertainty wre taken for positions whose
umderlying mecdcls ane relzanl on significant npuls thal are neither dircctly
wor indirecily observable, hence requiring reliance on  establidved
theoret ical concepts in e denvation. These sdjustments ane donved by
making assessments of the possible degree of variability using siatistical
apprisiches and marke-based mfommation where possible.
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The Firm may apply conceniralion aduaments 1o oémain of s OTC
dermvative portfolics 1o refled the additiona]l cod of dlosing @ =
pmmﬂﬂy farge risk exposre, Where possibile, these afustments e

obarvable markel mirmation, bul iy
||mm miﬂn’n‘l Jedgmant 18 required 1o cslimate the coss of
cleing oul concentrifed risk copoaires due to the lack of liquidity in the
marhetplace.

The Firm applies an FVA in the fair vahse messurements of OTC
umcollateraliced or patially  collatéralized derivatives =l Im
collsteralized derivalives where the termis of the agreensent do not pemil
the rewse of ihe collateral recerved. In gonaral, FVA refledts a market
fimding risk premium imherenl m the noled derivalive instrumenis. The
methodelogy for messaning FWA leverages the Fam's exdding orede-
related valuation sdjusment caloalstion methodologies, whdich spply to
ath sssets and linbalitics.

See Mole 3 for 2 description of valustion techmiques applied (o the mage
enlegones of financil mdruments messaired al fair valwe.

Azsety and Lialilities Meavired ar Fair Vadwe on @ Nen-recurring
Bady

Certam of the Firm’s sssets and linhilities are measmed o fair value ona
m-rocurring bsts. The Finm imams bosses of gams fog any sdjustments
of these weels of Babilities 1o fuir value.

For assets and labilties mexsred of fair value on a non-rocurring basis,
fair valee is detemmined by usimg various vahmtion approaches. The
same hicrardry for mpuls & desribed above, which roquires (hal
chservable inpuis be used when available, is used in mewmng fuir value
T these Mems.

Feor furibser imformation on financial assets and liabilities tha are
meamred at fuir valug on & recurming and non-reqaring basis, see Note 1,

Ciffseiting of Derbvative Insironents

In conmection with ks derivalive saivities, the Fim gemerally emters inla
musler nefimg  egreements  wmd  colladers]  sgreements with il
counterpanics, Thess agreaments provide the Firm with the right. in the
event of 3 defmlt by the coumterparty, 1o net @ counlerpanty’s rights and
ahbligations under the agreement and 1o ligadale and 20 off collaieral
againd wry net amsont owed by the conterparty,

However, = celain araimsances, the Firm may ool have sach
agreement. n place: the nln“mmhwyfngmlt rnrym-uppmm:
enforcebility of the master netting agr -

the Fiema may not have

Morgan Stanley

sought legal advice 1o agpport the enforcesbility of the agreement. In cases
where the Firm hes natl delomimed an agreemeent 1o be mforcenble, the
refmicd Emounts sre pol offset (soe Mote 4)

The Fim's policy is generally to receive securics and cash posted =
collstonl  (wilh rights of reypolbocation),  imepedive of tho
enforceability determination regarding the mader neiting snd collateral
agroement. In corlain cases, the Firm may agree for sudh collateral to be
posted o a third-party astodian under o control ugreement thal mables it
1o lake control of asch collsteral in the event of 8 counberparty defaul. The
enforceabality of the master netting sreement is taken into accoan! in the
Fam's nsk managotbent practices and spplication of comlerparty credit

For information rolabed 1o olfeetting of derivilives amd  corlam
codlsternlived ransactions, see Notes 4 and 6, respectively.

Hedge Accounting

The Firm applics hedge accomnling using various derivative finmncnl
imsnaments for the following types of hedees: hedges of dhanges in the
fair value of asscls amd lisbildies due o the risk being hedeed (fair value
hedeesk and hedgos of nel mvesments m forcign eporations whoss
fimctional cumency is different from the reporting curency of the Parent

imet mnvesiment hedges). These fnancial instraments are
inchided within Trading mets —Dermvative amd olher contracds o Trading
lishilitbes—Derivalive and other conimcts in the badance sheets. For
teddzes where hedge accounting is being spplied, the Finm performs
effectiveneas testme wl olber procedares

Falr V'alne Hedges—Irnieres Bate Rivk

The Firm's desigmated Fair valoe hedzes consesl prinvarily of intered mie
sweps designated 35 T value hedges of changes i the benchanark
interest mmie of certain fived rte senicr borrowings., In the thind quarter of
018 the Firm also begen designating intercd rale swaps as fair vale
Isedzes of changes in 1the benchmark istorest rate of certyin AFS securilies.
The Firm ks permuitied to hedge the full, of part of the. comraciusl term of
the hedged instrument, The Firm uses regression analysis to perform an
oagoing prospective and retfespeciive asscsment of the effcciveness of
these hedging relwtionships, A hedging relationship is deensed effective if
the change in fair vabse of the hedging instrament (derivative) and the
change in fair vahse of the hedeed item (dabt Tishility oe AFS seaurity due
to changes in ke benchemark: mterest rale offsel within a range of 0% 1o
12%%%. The Firm consigers the mmpact of valuation sdgsiments related ta
ilg ovm credit geads and coumlerpany credil spreads 1o determiing
whcther thoy would cmse the hedgimg relalsmnshap to be meffocive.
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For qualifying fuir vahse hedies of benchenar nterest rates, the change
in the fair value of the dermvative i= recognived in camings ench period,
offset by the change i the fair value stirdariable 1o the change in the
boschmawk miorest male risk of the hedged asd (liabiliy), and =
recorded in Inberest incomse (eupense). For AFS scauntics, the chmge m
fair smlse of the hedged ilem dhec to changes other than the rid: being
tedeed will continee 1o be reported in OCT. When a derivalive is
de-designaled m a bedge, any bass adjustment remainmg on the hedged
asset (lisbibity) is amestized bo Imterest imcome fexpense) over the
remaining kife of the azsel (Hability) using the dfective intered method.

Net fmvextment Hedpes

The Firm uses fmd foreign exchange coniracis to matage a portion
af e relaling to ils nel mvesmenls @ forcign
cperulions. To the extent that the molioma] amoants of the hedging
instruments equal the portion of the investnunts being hadged and the
umdeghying exchange mie of the demvative hedging marumen is the
same us the exdmnge rafe belween the fimctional cumency of the
imvestes and the intermediate parent entity’s fimctional curency, it is
corsidered 1o be pefectly effective, wigh no income  sialament
recognition. If these cxchange rites are mol the s, (e Firm uses
regression  mmalysis (o wswess the prospedtive and  relrospodive
effediveness of the hedae relstiomships. The gain or loss from revaluing
teeddges of met investments in foreign operations al the spol e is
reported within AQCL The forwand poists oa the hedeme instraments
are exchided from hedge effecivemes leding and changes i the far
vabue of this excheded component we recorded omTently in Iserest
incame.

For fursther mfamation on derivative instroments and bedemg aciivities,
see MNobe 4,

Invesiment Securitbes—Avallable-Tor-Sale and Hebd- fo-Aaturity

AFS sooanties arc reportod ol G vabae in the balince sheds with
wrrealived gams and losses reported in ACCL net of tax. Interest and
dividmd income, mchoding smoization of premiunes and scoretion of
digcounts, s inchided in Inlerest meome m the meome sisiements,
Realized gams and losscs on sales of AFS seounilics are classified within
Cther revenues in the moome datements (see Mol 3. The Firm atilizes
the ~first-in, fir-canl™ mecthod as the basis for detormining the cost of
AFS securitics.

HTM sounfies wre reporicd ab amarticed cost in the balance sheets.
Imeredt income. inchading amonization of promisms ail soaeion of
dhscounts o HTM secunlees, 5 mcloded in Inlere income @ the
A Satement s

Diecemsbar T0ES Fosm 10K
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Edver-thar- Temporary Bimpalrmend

AFS debt securities and HTM securities with  aarent fair vahse lees than
their amedized cost are analyzed a3 pat of the Firm's persodic ssscsment
of lemporary versus OTTI at the individunl scamity level, A tempomry
impainmend 1 recogmized in AOC] for AFS debd soosritees. OTTD is
recognized in the income saements with the exception of the non-credit
portion related to a debt security that the Fim does not istend to sell and
is ot likeky 1o be required to sell, which is recognized in AOCT,

For AFS debt scomtics thal the Fim cither has the mfonl bo scl or that the
Fimm fs likely 1o be roquired 1o sl before recovery off its amortioed cost
bz, the impairment is considered OTTI.

For those AFS deb securities it the Fimm docs nol have tse micm o sl
or is not likely to be respired to =ell, and fior all HTM securities, the Fiem
cvalsabes whelher il expects 10 recover the entire anwriired cost basts af
the debd security, I the Finm docs not expect to recover the entire
amorlized cost ol bose AFS deld securitics or HTM socurities, the
imprirmeent is considered OTTT, and the Fimn determaines what portion of
the imgasment relastes lo a credit loss and whal portion relales 1o
reos-crgie fctors,

A oredil boss exisds if the present value of cush Nows expecied to be
eollected (Hscounted s dhe implicil interest rale & soqaisstion of the
spaurity or discoumled al 1he effecive vicld for seoamties thal incorporate
changss i prepayment sssumgilions) is less than the smortized cost basis
of the security, Changes o prepayment assumptions alone are not
codsidered bo resull in a oredit Joss.

When determvining if a credil boss exids, the Finm considers redevant
informaticn, inchiding:

* the lewgth of time and the edent (o which the fxir value has been bess.

than the mmortized cos basis,

» pdverse conditions specifically relabed to thee seoanty, W% indastry or
gecgraphic ane

» changes in the fnencie condition of the ser of the securily, the
presenve off explicil of implict guasmantees of repayment by the U5,
Governmend for U5, Government snd Agency securilies or, i the case

al an ass-backed debl soaurity. changes m the finawcial conditon of
the enderlying loan obligors,

= the historical and implied velatiliy of the Fair valoe of the soaty,

+ the payment dructure of the debt security sl the likeldood of the
issuer being able to make payments that ingrease in the fiture;
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+ falhare of the ssuer of the security 1o make schoduled Eieredt o
primcipal payments,

+ the awrenl rating and any changes o the raling of the security by a
FHling &ENsy;

* recovories of additional declings m G valee afier the balance sheel
chite.

When estimating the present vahise of expected cash flows, infomation
includes Ihe romaining payment torms of the seourity, prepayment
speads, fmndal condition of the ismer(s), expedted defiults and the
valoe of any underfying collateral.

For AFS equly secutilics, the Firm considers vanous fuctors, mdadeng
the mient and shility 1o hold the equity seourity for o perod of tene
sufficeent bo allow for any anbicipsted recovery m markel value, =
cviluating whethar an OTTI cxisfs. If the equity scamity & considerod
cthef-than-temporarily mmpaired, the entine OTT1 (ie., the diffesence
betaceen the fair value recorded o the balence sheet and the cost basis)
will be recognized in the meome statements,

Loams

The Firm acooanis for boans bascd on the following culegories: |oans
tselil For investrment; boans held For sade. ad loans o Gair valise.

Loarr Held firr Envestmemi

Loans heeld for Evedment are reported m
for any charge-offs, the allowance for boan Im Ay unsamotized
defored foos or costs for orginabed loans, =od any unmmortized
premiungs of discounts for purchased loms,

[ & 1 {

Tntened Tncome.  Inlered income on performing loans held for
imvestmend s aconoed and mecognived s mtered mcome wl the
contractual rate of interest. Purchase price discoamis or premiums, as
wiell a8 net defirred boan Tees: of codts, are amotized il inlerea moome
aver the life of the loan to preshace a level rete of retum

Alfeianiee for Lown Loswrs  The allowance for loan bomes represents
an cdlimace of probable fosses related fo leans gecilfically identfied for
impairment in addition 1o (he probable lomes inheomt in the
teclil-for-imvestment boan portfolic.

The Firm wiilizes the US, bankmg apencics’ definition of onticized
exposures, which consid aof the Specinl Mention, Substandard, Doubiful
and Less cabegories as credit quality mdicstors. For further information
on the credit quality indicators, so¢ Note 7. Substandard loans are
regubarky reviewed For imgainneel. Fachors considered by managament
wheem

Morgan Stanley

determaning impammenl include payment dahs, fair valse of collateral,
and probabslity of collecting schedubed principal and intered payments
when due, The mmpairment malysis requized depends on the natwre 2
type of loans, Loans clasified as Doubtil or Loss ae considered

impraed

There &re bwa components of the allowance for boan losses: the gecific
allrwance cotmponent and the sherant allowance compomsent.

The gpecific sllewance camponed of the sllewance for boan losses is used
to edimale probable bosscs for cxposircs Bl have boen spocifically
idertificd fof imgaimment malysis by b Firm sd determined 10 be
impaired When a lean & specifically idemified for impaiment, the
impairmaent is measured based on the present value of expected future cash
Mows dexcoonted at the loan's offedive inlerest mbe or the observable
maket price of the foan or the fair value of the collateral i the loan is
colluemml dependent. A loan is collstersd dependent i e repayment of the
lomm is expected lo be provided salely by the sale or operation of the
umvderlying collsteral. IF the present salue of the expecied figure cich flows
{or shematively, the observable magket price of the loan or the fair value
of the callateralp is less than the recorded invesiment in the loan, then the
Fima recogmines am allowance and 8 charge to the provision for loan losses
wilhan Cther reveanues.

The inherent allowinde component of the allowance for loan losses
represenis an etimle of the probable losees mbherent in the boan portfolio
and inchudes boans that have nol been idonlificd ws mpaired, The Fam
maintsins methodologies by kan product for caloudating an allewance for
losm lowses thal etimmbes the inheresd bsscs im the boan porfalio.
Geenerally, inherent besses in the potfolto for non-impaired loans are
esttimated using atistical smalysis and judement regarding the exposre at
defmlt, the probabilivy of defah and (e boes given defanit

Cuadilative md envirenmental factors such as coonomic and business
comditions, nature and volume of the portfolio, snd lending terms. 2w
valume and severily of pad due losns may al=o be considered in the
caleulations. The allowance for Joan losses s mamained s a bevel o
en=ure that @ is rosombly locly 1o adequately absorb the edimated
probable bosses inherent in the portfolio. When the Finm recognizes an
allovwamee, thore is also o chage 1o the provision for loan lossees within
Other reventies.

Troubled Debr Resructurimgs  The Finm may modify ibe temas of
cofain boans for ccomomec of begal reasoms plated to & bomower's
fmencidd difficultics by granting one or nwee concessions that the Fim
wonld not ciherwise consider. Such modifications are acoounted for and
reporied &s & TR, A ban b has been modified in 8 TDR is generally
compsidered

95 December 2018 Form 10-K
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to be impaired and iz ovalusted for the exiest of impairment wang the
Fem's specific alfowmce methodology. TDRs ore also generally
classified as nonacerual an meay be refumed to scorual status only after
considering the bomower's sudained repaynvent poffsmance for a
rexsonable period.

Nonacormal Lot The Fom pleces loans on nonscaual stalus if
principal of inberest i pasl dise for @ pericd of 50 dis of mofo of
payment of principal or inferesd is in doubt unbess the obligation is well-
seaured s in il process of collection. A loan 18 considared past dug
whetn 3 prymeent dug accordng 1o the contractual terms of the loan
agroemont has nol boen romitted by the bomower. Substamdard boans, il
identificd as impaired, are categonized ms noneccrual, & we foans
classified as Doubiful of Loss,

Payments received on monacaual loans held for investment are applied
to principal if there is dould regarding the ultimale collectibility of
principal. I collection of the prmcpal of nonsccnal loans keld for
sivesimend = mol m dould, nlered moome B rabiced on o cash basas. [T
nesther principal nor interes collection is in doul, loans are placed on
acenal stahus and inberest ingome is necognized wsing the effedtive
ierest meethod. Loas that are on nesaccrual datus may ool be restored
to nocrual statis until all delisquem principal and'or interest. b boen
beought cument afler a reasonsble peried of perfommnce. hypially &
minimum of six months,

Chawge=cffi  The Firm charges off a loan in the porsod that @ s deemed
umcalletibde and records a reshaction in the allewanee for koan losses and
the balance of ihe loan. In gencral, any portion of the necorded
ivestmend in o coflaternl dependent lean (includmg my capitalized
aconeed miered, nd defored loan foes o cosds, and umasmontized
pramium of discount) in exces of the fair value of the collaternl that can
b idenlificd as uncollectible, and i= thordiore deomed @ conlimmed loss,
is charged off against the allowsnce for lan boeses. In sddition, for loan
Eramders from Roame held for imvestment 1o loans beld for s2le, of the imme
ol dransfer any redaction in the loan valee is reflected as a charge-off of
the recordod investment, resulting in a new cost basis.

Lemding Cowwsrmwritz. The Fim reconds the labaliy sed related
expensc for the crodil oxposure rodated 10 commidtmeents to fimnd loans
that will be held foe inveiment m a manser similar bo oifstanding leans
disussed sbove. The spalysis alsa incorpones 3 aredil conversion
factor, whidh is the expecied wtilization of the undrwn commiment.
The Eability is recorded m Other liabi litics and accrued expensces in the
balange sheds, md the expense B rocorded in Cther mon-maest
expenses in the mcome stlements. For more information regarding lomn
commitments, standy letiers of aredit and financial gEarsless. see Nale
1%

Diecember T018 Fomm 10K
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Laaris Held far Sale

Loams held for ssle are mesamed o the lower of cost or fair value, with
valuation changes recorded in Cther revemies. The Firm determines the
valoation allowance on m individual loan basis, evoept for residential
morgage loans for which the vakaation allowance is delormined of the
loan product level, Any decreases in fair value below the indtial carmying
anmounl wnd aiy recorvenies m fair valoe up (o the mitss] carying amount
are recorded i Other revenues. Incresses im Fair valoe sbhove mitial
carrying vahu are mod recogmizal

Inferest incoimc on loans behd for sale is acomed and recogmised basod on
the contrectos] mte of intered, Loan origination fees or costs and porchase
price discounis or premiums are defared as @ adjustment 10 the boan's
coed bass il the related loan & sold, and as wch, are mcluded in the
persodic determeinstion of the lower of cost or fuir value adgestments and
the gain or loes recogmined af the time of salbe.

Lenafing Commitments. Commitments to fund mofgage loans held for sle
are derivatives and are reporfed = Trading nesels or Trading liabilities in
the balance sheets with an olfsel 1o Tradmg revenses in the income
SRS,

For commilments (o fimd non-meortgage boans the Fim reconds the
lisbility snd related expense for e fair vahse exposure below cost of such
commitmeerds in Other lisbdilees and aconsed expenses m the balmce
sheets with an offset to Cther revenuses in the imcome ststements.

Loosms and lendeg commutmeents held for sale are swbject 10 the pons:cnal
poliics describod above i the Loans Held for Investmen!-—RNonsconsal
loans section, Hecause loans and lending commitments beld for mle are
recognized al the bower of oo or fair vahse, the allowamoe for loan lesses
and charge-off policies does not spply to these loans,

Loares af Filr Falue

Loams for whach the fur saluc oplson is cledod are camiod at fair valuc,
with changes in fair valoe recognized in esmings. Losns caied o1 fair
value are nol cvabsiled for puipoies of recording wn allowance for boan
losses. For Nartber information on loams camied at fuir value and classified
as Trading asscis and Trading linbililics, sce Mole 3.

Commitmenrs Th Firmn records the labilicy and related expense
for the fair value exposre related fo commiments (o fund loans that will
b mpeamiresd #1 Fair valee. The lisbil®ty is recorded in Tradimg labdlities
the balance sheets, and the expense is recorded in Trading revenues in the
ineome stalements.
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Loans and lending comsilmenis ab fair vabse are asbject to the
monzccrusl policies described above inthe Loans Held for Investment—
Heoapcamsd leans section. Becmsse asch loans s lending commitments
are repocted al fair value, the allowande For loam lesscs and charge-off
policies da not apply 1o e loans,

For furiher information on leans, see Note T,
Transfers of Financial Aswets

Transfers of financial asets are accoutod for a3 sales when the Firm bas
relmiquisheed control over the iminsfermed assets, Any related gain or loss
on sade i% recondod @ Nel revaes. Trmafers that are ol scoounied for
as sales are trested 5 8 collateralized financing. in cenain cases refemed
to i “Faled sbes”™ Becuritees barrowed of purchased under agreoments
toresell and securities loaned or sold under agreements (o repurchiese we
treated as collateralized fisancmgs (sce Mol &)

Sovanibes purchased umder agroements o nesell (“reverse ropurchise
agreemends”) and Secumlies sald unde sgreoments 1o repurchese
(“repurchase sereemanis”) e camicd in the balance sheets ai the amount
of cash paid or recerved, phis accrued indoresl, cooopl for corfain
rgpurchase agreements for which the Fren has eloced the fair vahue
option (sce Note 5 Where spgwogmiabe, reparchase agreemsents md
reverse repirchise agreements with the ssme counlenpaty are reported
on n nd baks, Scambics boarowed and securmies loaned are recorded al
the samoumni of cash collaternl sdhvanced or received.

In instances where the Firm (s the lender in seouritics-For-seamiiees
tramsaciions and & pornuilied 1o sell of repledee these soouritics, the Gur
vabue of ihe collaberal received is in Trading assets wd the
relaled obiligatson to retim the collateral 15 reported in Tradiing labslitses
in the balewe sheels Securities-for-securities tramdions where the
Fum is the bomrower e net ncluded in the balisos dhed=

Promises. Eaqaipment and Soltware Cosls

Premises. equipment mnwd software costs consist of baildngs, leasdhold
improvemontd, fumiture, fixhaes,  computer and - comimim cations
cquipment, power gemcralion asecs, lermimals, pipeimes and software
{odanally purchesed mad developed for inbemal usc). Promises,
cquipment amd software cods we simed of cost less acammulated
depreciation mmd amodization md are included in Other asods m the
balunce shedts Deprecistion and amodliztion are provided by the
straight=Ime method over the estimated useful life of the st

Morgan Stanley

Estimated Useful Lives of Asssts
e L Lbeafud Lifw
[ ]
Lampteid rmpt overmani—diuideg orm of e in 1%
et
LK
F

P4 L

Premises, equipment and software costs wre teded for impairment
whincver evenls or changes in crcumstances Augged thel an asset's
camying valee may nof be fully recoverable.

Goodwill and Intangibde Assets

The Firm tests goodwill for impasment on an mmual basiz and on an
inberine basis when cetain events or ciroemstances exist, The Fam teds
goodwill o mpairmeent al the reporting unit level, which is gencrally at
the bevel of or one bevel below its business segments. For both the mnmaal
and interim Bestx, the Fimm hos the oplson Bo either (i) paform =
quaniifaive impairment test or (i) first perform a f assesamEnt
to detormiine whahar @ is meore likely than nol thal the fur vahse of a
reparting undl is lews tham its cerying amoaml, B owhich cese the
cpantitative fesl vwol d be porfomeed.

When perfoming 4 quanfitmtive mnpairment ted, the Firm comperes the
fair vabse of 2 reporting wnit with its carying amounl, including goodwill,
1 thee Tair value of the reporting unit fs less than jts carying amount. the
goodwill mpaimment lows s equal to the excess of the curying value over
the Eair vahse, limited to the carrying amount of gocedill allocod o (Bar
FeportEng nnil.

The cdimated fair wulues of the rgpodmg unsls afe denvied based on
valuation tedmiques the Firm believes market panticipants would use for
each respective reportimg unit, The edimated fair values we generally
determined by wiilizing & discomted cash flow  melbodology or
mdhodologies thal incorporale  priccslo:book. mnd - pricesbo-camings
muliphes of certsin comparshle compnies.

Intemgible assets e amortized over their estmmasted useful lives and are
reviowed fof impaimment on an inlerim basis when mpaiment imdicilors
are present. Impuimment losses are recorded within Ciher expenses in the
InOEE SAlnenis

7 Dwcember 23018 Form 10-5
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Earniigs per Conimson Share

Basic EPS is computed by dviding camings svailsble to Morgan Stanlbey
common sharcholders by the weighted average nunber of commmeon
shares auldmnding for the pericd. Emmings available 1o Morgan Stanley
common  sharcholdiors fopresmis nel moome applicalde to Morgan
Stanley reduced by preferred sock dividends. Common  shares
custanding include common @ock and vested RSUs where reciplonts
have satisfied cither the explicit vesdimg terms or netirenvent-chigibility
reuinenyenis. Dilted EPS reflecis the assumed converaon of all &hidve
seurities,

Share-lwed wamrds thal pay dividend equivalents subjedt 1o veting ure
included in dilmed shares cutsiandmg (il dilutive) der ihe iresaary
=tock methsod.

The Firm has grasted PSUs thal vest and convent to sharcs of common
stock only if predetermined perfommce o markel goals are sstisficd
Smie b ismnde of the shires & conlmpent upon the sstisfiction of
certxin conditicers, the PSUs e included in diloted EPS based on the
mamber of shares (If any) that would be isusble of the awl of the

reporting pesiod was the end of the contingsncy peniod.
For the ciloalstion of basic and diluted EPS, see MNole 16,
Deferred Compensation

Ftock-Baved Caigperasar i

The Finm measures compensation expense for stock-based swards o fair
vabut, The Firmn determines the fuir valie of RSUs (including PSUs with
ron-market performance coaditions) based on ihe grani-date fair value of
ils cormmon ock, measured as evohmee-weighted aversse price on the
date of grant. P5Us thet contain markel-based conditions are valued
tsiing a Monite Carlo valustion maodel.

Comperstion cxpense is recognized over the relevan vesling period for
each separsiely vesting porlion of the sward, Compensalion expense for
awnnds with performance conditbons s recogniped ased on the probable
oulcome of ihe pofommor condiitom o cach repoding  date.
Compemation expense for awands with market-based coondtions is
recognized imespsective of the probability of the market condition being
achieved and is not reversed i the maked condition s not mat. The Firm
acoounts for forfeitures = they ocas.

Stodebased awards genarally oomtain clow back and cancellation
pravishons. Certain awards provide the Fam discretion to claw back or
cuncel all or a potion of the award under specified circumstances.
Compenmtion expense for those swands is adasted For deanges in the
Fair value of the Firm’s

Dewombar 2005 Foom 10-K
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common dock o e relevant model valustbon, a8 approprisie, el
CIMVVETSHMI, EXECise or cxpiralion.

Erployee Stock Trusy

In connection with cenuin stock-hased compensation plans, the Fimm
maintains and iloes anployer dock tnests ol it d@sordbon. The assets off
the amployes slock tusts are consolidaled and are therefiore accounted Tor
in & manmer similar o treasury dock, where the stares of common stodc
catstandding are offset by an equal amount of common dock leased to
amployes sLock lnesds m the balimoo sbeels.

The Firm nees the granl=date fair value of @ock based comporsation as the
basis for recognition of the &ssets in the emploves sodk tists. Subsequent
changes in the far walue are not recognized = the Firm®s stock-based
compensation ples must be setiled by delivery of & fived pumber of
shares of the Firm's common stock.

Dferred Cash. Baoed Compersation

Compenation expense for deferred cash-based compensstion plans is
calculated based on the notican] vahse of the mward gramted, sfusied For
changes in the fair value of the referenced investneenis thet employees
selecl. Compamsalson expenss i recognired over the relevan vesting
period for each sepanately vesting penion of the sward Compensation
expenze Far theese awards is adjusted based on nolsonal camings of the
referenced invesnents unkil distribetion

The Firm invests direcily, as a principal, in investments of olfer fimnoal
instruments 1o econcmically hedge ils obligatvons ander its: deforred cash-
based compensation plans. Changes in the value of such investments made
bry the Fimm afe recorded i Trading revemses and Investiments revenies.
Alhough changes in compensation expense resulfing from changes m the
fair value of the referenced vesments will genersily be ofiset by
changes in the far value of Evesments mede by the Fum, there is
typacally a tbming difTerence berween the immedeate rocogmition of gains
und loses on the Firm's mvestments and the defemed recognition of the
rebated compensation expense over the vesting period.

Retirement-Eligibie Enplayee Comgperivation

For yesr-end dock-based mwvards end deferred cwsh-based compensation
awards anticipated 1o be granted to retirement-cligibile employees under
award termes thal do not comlain o fulure service requirement, the Firm
acenses the estimsabed cost of the swards over the course of the calends
vear preceding the grant date, which reflects the period over which the
compensagion is camed
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i Taxes

Defearead txx wssets and lishilities are recorded based upon the temporary
differences botween the Mnanclal Qatamest and imcome b bases ol
asscts and lishilities using corently enwcted lnx miles @ effedt for the
voar in which the differemces are evpecied 1o revorse. The effod of »
changse in tax rates on defaved tay assels and liabilities is recogmized in
incame 1y expenss (boncfh in the paeod that mcudies the enactmet
cate. Such effects ore recorded in income (o coopense (henefit) from
continuieg operatbons regadles of whers defermed taes were ofiginally
revorded

The Firm recognives net dzforred tax sesets (o the extent thet it belicves
these ssets are more likely ihan not 1o be realized. bn making asch 8
dheter ion, the Fimm considers all available positive and megative
evidence, including foture reversmals of existing iaxsble temporry
differences, projected fisture laxable moome, fax planoing drcgics and
reais of recent operalions. When performing the ssesment, the Firm
considers all types of doformed b asets in combinalion with each ather,
regardless of the origin of the underlying tamporary difference. IF 2
defered ax asset is determined 1o be unrealizable, » vulystion allowance
s estabiltshiad I the Fam sobsequently daarmimes that it woulbd be shie
Eo realive deferred dnx asseic moevoess of their nel recorded smooed, it
wonlld make am adjustment to the deferred tay asset valustion allowance.
which would reduce the provision for income tuces.

The Finm recogrises tax expense associted with GLLT] included in the
Tax Cuts and Jobs Ad (“Tax Ad™) s it is mosred as panl of the cument
inoame xes o be paid of refunded for the asment period.

Umscenain 1ax positions are recorded on the basis of & fvo-step proces,
wheerehy (i1 the Firm determines whether it is more likely than ot that
the tax postions will be sustamed on the basis of the technical merits of
the position mand (i) for those Inx positions the meet this threshold, the
Firm recognizes the lwgest amoust of tax benefit that is maore likely than
mal o bt refined opon ahimste sotiboment with the relsled tax asthority.
Tnteredt and penalises related 1o unrecopnized tad benefits are classified
as provision for income laxes.

Fordgn Currendes

Asseie and labilities of operaitons with nom-US. dollar funcisonal
curtmites are Iranskated o vesrend rales of exchange. Gaing of logses
reailting from ranslating forcign curency finmeal stalanents, nel of
beedze gums or bosses and related tax effects, are reflected in ACCT in the
balaecs sheets. Gaing or losses resulling from remeassement of fordien
amrmcy  Imnsactions are inchaded m net ncome, md  amounts
recognized m the moome datensent are ranstaied af the rate of exchange
on the respedive dste of recognition for exdh ameemt.

Morgan Stanley
Accounting Updates Adopled

The Firm sdopted the folbowing accounting eplates in 3018, See Note 13
for & summary of the Relalmod camings impacts of these amil other mianor
adeptions effective in 2018,

Revenies from Contracis with Cdtamerts

On January 1, 3018, the Fam adopted Rewenmes fome Comimacis with
Cwrpomiers usimg the modidied ive methodd, which reaalied in &
et decroase (0 Reamed camings of 532 million, el of . Prior period
amsomls were net restabed,

O pevioed accounting polacy in accordance with this adoplion w
effective Jamoary 1. 2008 and i3 included above.

The more signifbcant differemces 1o the sccowting policy im place prior ta
adoption ware (i) the presetation of certain costs related 1o undarwriting
and advisory adivities in that sich costs were recorded net of Investment
Banking revenees versus the aurment pradtice of recording the costs m the
relevanl mon-compensalion expense lme ilem (ii)the presentstion of
cefamn oosts related to the sdling and distrilutson of Evedment finds m
that such costs were recorded net of Assef Mansgement revenues versus
the cmreml practice of meoording the costs in e redevann
mon-compeneation  expense line ilem (il the recognition of ceriain
perfommunce fees from fimd management adivities nol . the fom of
cummied interest that were recognized quasterly versus the curment practice
of defeming tse revemics until e Foes ane not probable of a significant
reversal, and (iv) the timing of the recognition of advisory fees i that
sich fees wore rocorded when realizable versis the asmml practice aff
remumg the fees as mdvice is provided to the client. based om the

catlimated progress of word and when the revenie i not probable of &
significant reveral,

Derivatives and Hedging - Targeted Improvemmis i Acosuniing for
Hedging A cehvities

‘The Finm adopted this accountieg update in the first quarter of 2008 with
o revised acceunting policy elfective Janiesry 1, 2008, Upon adoplion,
the Firm recorded a cummmlative catch-up sdjustment, decreastng Fetamed
camings by ¥ million, nel of tax, This adjustmenl represonts the
cumilative effect of applying the new rules from the incgplion of ceriain
Tair valie hodges of the interest nige sk of our borrowimgs, @ partioular
the provision allewing only the benchmark rte component of coupon cish
flows lo be hedped.

The more s (bemt differances o the actomiing pelicy in place prior ta
adoption were: the provision permitting the hedged tem m 0 faw vahue
edice of inberest rate risk to be defined &5 including only the benchamark
rate companeml of

a3 Degember 201E Form 10:50
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contractual compon cash flows versus the previods feguarament 1o
inchide the tolal contractual coupon cash Mows 2 the hedged iteme, and
the sllowamnce to hedge part of the contractus] term of the bedged item by
assmiing mahanity @ the ond of the hedge torm, wheraes proviously it
could not be sammed (b the instnemeen malares al the end of the
dhesignaled partial term,

Reclojflcation of Cerfwln Fax Effecte frem Accwmulated Orker
Comprelimsive Fncome

This accounting update, whids the Firm cleded 1o cafly adopt o of
Jaewiary 1 201%, allows companics to reclissify from AOCT to Retained
enmings the dranded tex effects sssocinted with onedmmt of the Tax
Agt on December 22, 2017, These stranded tax effects resulbed froen the
requirement to reflect the 1ot of Lhe of and
ceher mdusiments o defiared tax assets wnd labilties in 7017 in mcome
from comlinuing operations, regardless of whether the defemred taxes
were anginally recorded in AOCL Accordingly, &s of Fnuary 1, 2018
the Firm reconded o nel incronse 1o Belamed esmings as 2 resull of the
reclsssification of $443 milliom of such stravded tax cffeds greviously
recorded in ACCT, which were primarily the reaslt of the remeasurement
ol deferned tax asscts and lishilics sssocsated with the change in tax
rabes.

Decembar T018 Foom 10K

Morgan Stanley

Aside from the abeve treatmenl relaied 1o the Tay A, the Fim releases.
stramvded tnx offects from AT mlo comings once the related calegory of
indnaments of tranmctions giving rise 10 these effeds no longer edists,
For further delad sm e ik elfocts roclassifiod, refer to MNole 15 1o the
fnancial fatements.
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Falr Valise Measuremenis

Valuatan Technigues fof Avies and Liabiltes Measured af Fair Valus on b Recurring Basks

Morgan Sanley

Azl and T Maluation Hisrars by Clissifieation
us, and Agensy £
e Sacovied - Lol 1
+ Fiair v b8 dirlerm e Laing qualed marke! prices,
UE Ageecy Secarbig  Livwwd 1 - non-callaisle agency-tizusd Sebt
. shcuriliel gre geferaly velsed Sing ol callabin ELate T
dwbl securities ane vaiued miodekdherd prices 1o queled maned prices and - Lrved 2« callable Iszusd
frints Sata for compatable Fainaments. oo e Wmnmmﬂm
- The far vale of agiecy mofgege pas-feough pool securiies is modebdrven based on spresds of EVOUgh el TecurBies and CLIOs
comparabie to-Ga- SO SRIUrTE. + Lwwsd 3 - in instendes whrs the inputs o
Mnmmmmﬂwwmwhmu- deaied by tibisg et i g aatie
Foar comparabis insinamasnls:
E-r » Ceprbe ity Ll

+ Fair vsbop is dedermined wsing quoled prices in scive mardosls when svallabse .

Fiate arsd Muncipal Securities
+ Fiar vk |5 debermened weng receetly sxeculed tanisesons, markel price gualalions of prcng mededs thal
Facior in, wihere appiicable. nmuuu_bnruwmemmmmmm. acpasied
Par gy bass 3ference cath and

mmmmmumwwmmmu
+ Mortgage: and Bsseb-hacied sennlieimy be vaied baved on [ice of Spreed dala oblsined Boe coasrved

+ Liwdl 2 - i e markel| is fexs aclhee or ploes
]

- Lirwidl 3 = In inslences whare he prices aw
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sngarvabils markel G far cosmsarabie

Instruments
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g I¢ comp a0ake analy i osEe. defeul and movery ralen
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o
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Significaml Unobservable Inpiis Usel in Boaaising and
Nomrecurring Level 3 Falr Value Messarements

The following decloaires provide information on the valuaibon
techniques, significaml uncbservable inputs, and their mnges md
aversges for cach mujor cabegory of asscts and labil#tics moaared of far
vabue o 3 recaTing @ nosrecuming basis with a signiflcant Level 3
balance. The level of ageregsion and breadih of prodods casse the
rmnge of inguis to be wide mnd not evenly disgributed across the
imventory. Furiher, the mngs of unobservable inguts may diffar across
s in ikt financial services industry because of diversity i the fypes
of peoduds mcliuded m cech firm's invenlory. There are mo prochictable
relationships  between mulliple sgnificent  unobservable  mputs
atributabde 1o @ given valustion tedniges. A single amsount 5 disclosed
wisen there is po significant dilference between the mindmum, maxisum
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Stgniftcant Unabservable Inputs—[hesription and Senshivly

An incroase {decrease) 1o the following inputs would gonorallby resull im o
higher (Jower) fair value,

+ Assed coverage: The ratio of & bomower s underbying pladged assels
less applicable oosts relalve to thew ouldandmg debd (wiile
conaidening the fean's principal and the semiority and security of the
Toam coenmatmeent

+ Comnparsble bond or loan price: A pricing input used when prices for
the identical indnament are not available. Significen subjectivity may
e involved whien finr vabae is determined usshg pricing dats svaslable
for comparzble maruments. Vahmiion wsing comparable instruments
can be done by caloulsting an implied yield (or spread over a Bquid
benchmark) from the price of & companble bond o lean, the
adpsting (hat vickd (or spread) to derive a value For the bond of loan,
The ndjedment to yield (or spread) should scomml for relevant
dilferences in the bonds or loans such 35 mabrity o eredil quality.
Allomatively, a pricedo-price basis can be msumed betwoom the
comparabde instrume and the bond of lean being valusd in order to

establish the valae of the bond o foan,

+ Comgarshle squity price: A price derived from aquity raises. dire
buybacks and external bid levels, elc. A discount or premium may be
ncluded tn the fair vahse cstimate.

= Contingency probability: Probabality associated with the realization af
an underlying event upon which the value of @ nsset is contingent,

* EBRITDA muliaple ! Ex# multiple: The ratic of Enterprise Valoe 1o
EBITDNA, where Enferprise Vaoe is the sggregate vabse of equity and
et minus cash and cash egavalents. The ERITDA madtiple refbects
the vahse of the company in termes of s fall-vewr EBITDA, whereas
the cxil multipe reflocts the value of the company’ i Lerms of s full-
year expected ERITD A af exit, Either muRiphe allows comparison

Deiwmbar 3018 Foem 10K

Morgan Stanley

herwom companies from @ operalional perspoctive a8 the effea of
capits] struchure, toxstion and deprecistion ' amontization & exchuded.

+ Hecovery mile! Amounl expresod as o percenlage of par thal is
expeded to be received when a credit event oomrs,

A mcreasr (doorcise) to the following inputs would geoorally roalt in a
loweer (hagher) fuir value.

+ Cadh-synthetic basis The mesare of the price EfTerential between
cash  Tinancal msdrumeits and  thelr  synihetie  dervative-hased
equivaleni=. The range dschosed in the tulde above significs the namber
af paints by which the synthetic bond equivalbent price is higher than the
quited price of the underlying cash bonds,

= Credit gpresd: The credit spread reflects the addtional nal vicld an
frvedor can cam from 3 seounty with more aredit resk relative o one
with bess credil risk. The crodil sproad of a preeticalar scamily 15 aftom
caoted fn rebation 1o the yicld on a credil oo benchmank security
or reference rate, typically either U5 Tresaury or LIROR,

* Fundmg spreul The cod of borrowing defmed a8 the inaamnental
ower the OS5 mle for & specific collaternl rate (which refiers to
the raic gpplicable to 3 specific tvpe of secunity pledged as collabaral).

WACT: WACC theoretically represents the required rle of retim bo
et and exquity investors. The WACC implied by the aament salee of
equity in a dscounted cash flow moded. The medel assumes thad the
cush flow assumplions, inchuding prajections, are fully refleded m the
currend equity value, while the deld 1o equizy ratio is hehl constant,

An inarease (decrease) 1o the following mputs would generally reault in
an impact to the Fuir vahie, B the meEmilsde nd direction of the
imgact woald depand on whether the Firm is kg or shor the exposure

» Comrelation: A pricing inpust where the pavall is diven by mare than
one underlying risk. Corrclalion s a mcasure of e relationship
between the mevement of bao varishles (e, how the change in one
varisble influences & change in the ather vanable),

* Imierest mabe curve: The berm stnacture of inberest rabes {relutiomship
between interest rates and the tme o matunty) sd o moatket's
maagure of fulure inbered rates @ the lime of observation, An inferest
male mve is used bo 5o intorest rale smd forcign cochange derivative
cash Mows v &5 0 pricing isgul used im the discounting of amy OTC
dervalive cish Aow.
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* Voliility: The measire of virability in passble fetsms for an
mstrument given how rrl.l.l.l:hll:.l.ml:l.nu'umld:mgﬁm wilue pvar
lime. Vlstility is a pricing input for options wnd, genemally. the
Iowar the volalility, e bess risky the oplion. The lovel of volatdity
uscd in the valustion of a partioolsr oplion depanide o0 3 numbser af’
factors, nchiding the mture of tee risk usderhying that option, the
tenor amd ihe stnilie price o ihe oplion,

Volatility skew: The messme of the difference in implied volalility

Morgan Slanley

See Mote 12 for infomuation regardmg general parner guarantees, which
include potentmad obligations to reum performunce fee didributions
prevtously received. See Note 21 for eformstion regarding related
performance focs @l msk of revorsal indhading parformance fecs m the
fioemm of camried interest

For n:-ptimn_wilh dentical umderliers and expiry dates but with :;;“;:;‘ 3 . i .El'
different strikes, 10 yars. i = T M0
Fund interests Mersured Based on Met Asoet Value %EE (3 ‘;ﬁ ] ,I%
—MDsconter 1,200 ADecenmbee M AT Lo e Optian

fontn Voot Comsumst__ Vids' _cemms
Frivae The Firm elected the fuir valus option for certain ¢ligible maruments ihat
iy 5 13N 5 e 5 16T 5 A are risk managed on & far vilue baks (o mitigsle moome salement
Raal eiste 'lpm. ""1. ';: “: volatility caused by measurement basis differences beiween the ehected
E’Lﬁ! T T—an Y EA T mis ad their ssociated rish mamgenenl AEEcing of Lo

1 SvewmTenty o hedgt Tongt My b SliECt B awhal pEod Kokap OF QIR TSRO,
AECT TREIE I it o sdhdrsng Som S Rend denng @ cartee bebal prnod of
AT T FRSEFTOSON ITERT OF I FEORTIEN Qi FESbecith

Amounts in the previcws table represent the Finm's carrying valug of
genernl ansd limited partnardip inlerests in fund invest x5 well as
any related perfommance fees in the fom of carrbed interest. The carrying
amsmmls wre measrod based on the MAY of the fimd teking inlo sooount
the distrbartion femms spplicable 1o the miaest hedd This same
mesmremenl applies whesher the fund investments are accounied for
tmnler the equity method or fair valie.

Privare Equie, Fumds thet pursee maliiple srsiegies, inchoding
leveragod  buyouls, wvosture ot mfmsrodure growth  capital
distressed imvesiments and mezzsnine capital, In acklition, the funds mry
be dructured with o foms on specafic domestic or foreign goographac

Fegis,

Rl Esmare.  Funds that myest in real gsafe assets sach as commercial
allice bmildngs. retas] properides. malie-fanily residentinl propenies,
devebopments or hotels, In addtion, ik fands may be structured with a
fodiis on specific doimestic of fofein geaghphic rogions.

Investmenls in private cquity andd real cstale hmds gencraily ae not
redecmable dee 1o the dosedetnded naire of these funds. Instead,
disiribations  from each fund will be received ss the underlying
imvestments of the funds are digpooed md mometized.

Medge.  Fuiids thal parsic varsmis myvedmml dralcgics, modading
long-short ecaity, fived incomeforeds, evem-driven md multi-sralegy.

chiminate complaxities of applying cemain accoanting mosdels
Bornowings Measured af Fair Value on a Reouming Basts

At Ll
Decmbe H, Cwcembes 31,
§ m oaiong bl T
siness Unil Rezponsitls Tor Fisk Managameet
Equity ] A% 5 25,903
it rabes Crhae )
Commodtes In ]
Crect (] B

L7158

F e T8
ﬁm 3 i1,1E 5
Earnings Impact of Bommowings under the Falr Value Dption
H'il w7 :u
[

3 m T ow
ot 3
§
I Ay B S0l AN E Iy gl o Keides on

10l P efdBuests

4 mtina

Catms (losscs) are naaindy stimbsiable to changss in forelgn cuchange
rales, of imlerest rabes o movements it refearendce price or inde,
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The previess tabdes exclide non-recourse debt from conselidated VIEs,
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The previoss tables exclude cerain finsncdsl ingnmmis sud as coaity
method investmenls and all non-Mmascie] seets nd labslities sich as
the wvalise of the lomg-term relatiomships with the Fm™s deposit
KU

Diewembay J0EE Fosm 10K

Morgan Stanley

4. Derivative Instruments and Hedging
Activities

‘The Fism irades and makes maskets ghobally in Hsied funares, OTC swaps,
Torwards, oplions end ollver dermvatives refermcm, among olber things,
intorest rales, equities, asTmoles, investmenl grede and nom-nvestment
grade corporste credits, loans, bonds, 11,5, and other sovereign securilies,
cmserging marke bords and boans, aedit indices. ABS inslices. propesty
indices, morgagerelaled and other ARS, mnd real estale loan products.
The Ferm uses these itraments for markel.makang, foreign asracy
exposre management, md wsset and Fability management.

The Firm es ils markelamaki by employing a vancly of
rick miligation sirfegies, Thess mw inchude diversification of risc
cxposires and hedging. Hokging scinvilbes consest of the purchise or sale
af positions in related seamitics end fnancal mstmuments, incheding &
varsdy of derivatnee produds (e g, folures, forwanls, swaps and opteons).
The Fim manages the muarkel riek wssociated with ite market-making
aelivilies on & Firm-wide basss, on @ workdwide rading dvision bevel and
om an individual prodact besis
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The Firm belicves thal the notional smounts of domvative contrads
generally overdale it exposine. In mod circumaances nolona] myouns
are only mred 25 # reference point from which 1o cabaulate smousts owed
between the pariis 1o the contrad . Furthermore, nobional amounts da not
refled the benefil of kegally enfiorceable nolimg amngaments or risk
miligaling rasadnms
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Creiil Risk Related Contingencies
Mo Derivative Liabilitles and Collaferal Posted
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The previous Ishle presenis the ageregate fasr valne of cortain derivative
contracls thal contain credst risk-relaled contingent feabures that are in 8
met lialality position For which the Finm has posied coltateral in the
mormal cotirse of bisiness.
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The addtional collateral or temination payments that may be called =
the event of u future crecit rting downgrade vary by contract and can be
based o0 falings by cither of both of Moody's Iavestors Sarvice. Iac.
"Moody's™) md S&P Global Ralmgs The previous iable shows the
fisture potential coltateral amounis mnel termination prymeents thal coubd
be calted or required by counterparties of exchange and dearing
crganiralons in the ovent of onc-nodch of woumolch downgrade
somurios hesed on the relevan! contractml downgrade rigeers.

Morgan Sanley

Credil Devivatives and Ciiser Crodil Combrscs

The Firm enters into credit derivatives, principally CT048, wnder which it
pootaves of provides protection againg the rsk of defsult on a sl of debt
obligations isawd by o specificed reference entity or entitics, A mejority of
the Finn's coumlepartics for these dorvatives ane banks, brokoradealors,
and insurance and other finencial inst#ulsons.

Blainum Poteriial PaycutNotional of Credil Prolection Sold*

3 mabera it 1.3 Chvpe 5 fol

I it frade

0 DRI O] e WD OO TN [P PRl

Ve 20 b nttority it D ivribete B) BRI T
T

o P Nl (] B T THE
Is-nums CO%
e el it BArs  RiM $siST D aard  dita s

hioR-rTve Srwnd g e 14513 [ ] [ X k] [ AT B

[ e

Rl CJiR4TR Ay N ERYY B = R
I TAT AT A o

Invce et gFraie
M

IS

December 61 Fom 10:2

341/414

EDINETOOOO
O0O000oo0gOooOoo(eoessr1)
oOoOooodn



Tabie of Gontarts

Notes to Consolkdated Financial Statements

Fadr Value (SessfyLiabiiny of Credt Protecson Sold!
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The Fair value smounts @ shown in the previous table are prior 1o cish
coflsferal or counterpanty netting. Internal credil ratings sarve as the
Credn Rl Management Departmiot"s assessment of oredit nsk and the
tasis for & compreheansive eredin limils framework used 1o control credit
ridk. The Fim uses qaantilsive medels and judgmeent o cstimale the
varias risk parameters related to each obliger

Protection Puschased with COE
Ar 34, S0
K i i F B WL (AAER (Bl et
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Tranchapd Fdws ang
Baiiel Fill 1283
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The purchase of credit protection does not represent the sole masmer
whodh the Firm nsk mnages ils exposure Lo aedil domvatives. The Finm
mankges s exposire to these derrvative coniracts through & vascty ol
sk miligation sralegics, which midude managmg the oodit and
correlation risk across single-namee, non-trenched mdices and baskets,
trandied mdboes and basbiels, and cash poations. Aggrepade mirke sk
limits hw: been established for aodit dervatives, amd mariot risk

i o agninsd these limits. The Firm may
also recover a.mmmls an the underlying reference obligation delivered 1o
tha Finm undar C1E where arodt profedlion was sold.

Single-Name TS A CDS protects the buver agaima the loss of
principal on @ bomd or loan in case of a defmult by the

Dewembey BOLE Fosm 10K

Morgan Sanley

ismser. The prolecibon uyer pays a perlodie premdum (genarally quaterly)
aver the life of the contract and is protecied for the pericd. The Firm, m
tum, performs unde 8 CD5 if 8 ool event s defined under the conirect
oocurs. Typeal aodil ovenls nclude  bankruplcy, dssobstion o
inselvency of the referenced emtity, fuilure to pay wwl restructuring of the
ohligations of the referenced entity.

Tncherw caned Roncked OO, Index and baskeot CIDE are produicts where oredie
protection is provided on a portfolio of smgle name CDS. Genenlly, m
the evet of & default on one of the underlying names, the Fanm pays 4 pro
rata portion of the botal notsons] ameont of the OIS

The Firm adeo enters mlo inmched mdex and badiet CDS where credit
prateciion {8 provided on a particalsr potion of tee porifolio los
digribution. The mod junior tranches cover instial defamlis, wwd once
losmes exceed the molicenl of the tranche, they e passed on 1o the next
most senior ranche in the copital strocture.

Crlher Crealit Conrracts. The Fam hss mﬁlud in CLMs snd CD0s.
which are hybrid @ Wed dermvatives, m which
credit protection has bean mmm ihve dsser o the ke, IF thre s a credit
event of & reforence entily underlying the instnament, the principal balmce
of the note may nod be repaid in full 101he Firm

16
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&, Invesiment Securities

Morgan Stanley
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Envestment Securities in an Unrealized Loss PosiBion

Al Decomber 31, 70
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Thi Firm belleves there ane fio securilies in @ inrcalized boss posstion 1.
that are other:thenfemporanly impered after performiing the smabysis - ARfaisk il
desiribed i Mote 2. For AFS debl securities, the Fam does not intesd 1o R e i e
sell the sccurilics and & not likcly 19 be rogaired to scll the scourilics EL S A z 2 7 _“ e
priof ta recovery of the amertized cost basis. Furthermore, for AFS amd AN bl i e : !
HTM dod seoumities, the seourities have not experienced credit bosses as ::T.I:f‘ Meremr 13_ _1; fﬂ
the st imrealized losses reported in the previcws tabde are prenanly due Teial g 1; -
9 y: i E Tew i) e B L]
to higher infaresd mles smoc those seqmtios wone purchased. .'_.3"3’%1"..!2 - % i
See Note 13 for additional mformation on scamilks lssoed by VIES. s m e ety npturle s
incliding U5, sgency mongage-backed seounitics. non-agency CMERS. . TRy Moy i
: 1870 5%
CLO and FFELP student boan ARS. e Ty e € pyary ATy e i
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e 18 ywa 413 A 2a% i Collateralized Transactions
£ 1 ad¥
E“L'f::_"f?“:‘“, . - spw The Firm enlers it securitics purdhased under agrecments 1o rescll,
e | pan e § A (EC TiaM n  seamities sold under agreements to reparchase, seasities borowed and
Moer b ymw thmugh B yean 180 L[] A apouritics beamed ransctions Lo, among other things, soquire seairitics ta
% —— e L] cover shod postions and  scfife  other seoutics  obligetions, 1o
R R ;E.. i Bl e el W ape acoommodec asfomers’ noeds amd 1o finance il invenlory postions
Taim i il

The Firm manages credit exposure snsing from such iransactions by, m
appropriste Gromdances, mloing inlo mader nelting agroemols and
codlsteral sgrecments with counterparties
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that previde the Firm, in the event of & counterparty defmilt (such as
bankruplcy or & counterparty”s faibare 1o pay or perform), with the nght
e met 3 coumlerparty's nghts and obligations under such agreement amd
Tiquidste and set off collaberal held by e Firm againg the nel smount
ewed by the counterpany.

The Fems palicy i generally to take possession of sequrities purchased
or barmowed | connection with securilses parchased under 10
resell and securities bomowes] tmnsactions, respedively, and o receive
cash and securiines dedivered under seaurities sold under agrecments to
rgpurchase o seamities  loaned  fansmclions  (with nghts  of
rehypathecalion). In certain cises, the Firm mvay be permiiied to post
collasferul (o w thind-parly cadodim under a fripasty that
cnables the Firm to rake contred of such collateral in the evenl of a
counterpany defmlt.

The Firm elss moniters the far value of the upderlying seamiies as
comprared wilh the refated receivable or pavable, inchsding scaued
miered, and, a8 néotary, requests addtional collateral, ax provided
umiler dhe applicable agreemest to emwe such (ransactions are
adequately collsteralized, or the reburn of excess codlateral

The risk nelated 1o & declime i the market vahic of collastoml pledgod or
received &5 mamaged by seiting apropriste market-based bairans,
Inarcises i oollateral mangin calls on secured fnancing dse 10 masked
value declines may be mitigaled by increises in collatersl margin calls
on  securilies under to rescll and ecoarilies
boarowed trameactions with similar quality collsteml, Additionally, the
Fim may ropest lower qubly coflateral plodied be replaced with
higher quality collateral through collaleral sobstitution rghts i the
umerhying agreanomts.

The Firm sctively manages e socured financings in a manner dhal
reduces the polential rd'mu‘ risk af seoared fimancings of fess Bqoid
asscts, The Fimm comsidkrs the quality of collsteral when megotisting
collaternl ehigibality with eounterpartics, ux defined by #ts Runcability
criteria. The Firm utilizes sholer term secured financng for highly
licquid ns=cts amd has established bnger tenor limits for less liguid aesdts,
fior which fussding nsay be at i im the event of & market disruption.

Diecember DO1E Foem 100K
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For information related 1o offoeiimg of darivatives, see Note d.
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Grogs Secured Financing Balinc et by Remaining Confraciual Manrity The Firm pledees s trading asets s losss to collateralize securities

sold under agreements to repurchese, seairities boamed, other =ecured
T |-um:fw§..ﬁ'“’“§,. fnencings and  derivatives and Io cover customer shor sabes
- snd Cpen 30 Cays [ 30 Do Totu Counterpantics mny of may nol hanve the nght © scll or repledge the
A TR A collateral
iy § s 4 T 8 3%Ess b DA & FuE
i 2 4

et teerd WIRT 3md  imMs 3w i Pledged fimencial instrusnents that can be sold or repledaed by the secured
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The Fumi reccives collateral n the form of weoonlies m conmeciion with
seamitics purchised umder agreements fo resell securities bomowed,
sequitics-for-secunilies Imn=mdions, derivative trasadions,  aistomer
magin loans and secuntiés-based lending. In muny cascs, ihe Firm s
permitted to well or repledge these securities held as collsteral and uee the
seamities 1o seqre seamdics sold under agreements to reparchase, o
enter into secunities lending and dervative iransections or for delivery to
counteTpanics L cover shom positions.

Concertration Based onithe Fume's Tota Assets

Camying Value of Assets Loaned or Medged wit heal Colmterparty Right
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The Firm {8 subjea to comceniration risk by holding lage pesitions =
certain types of securilies, boas or commitmemis 1o purchese seoorities
of & single ismer, includimg soversign governmenis snd obher enbities,
tasasers localed i @ particular country or goographic arca, public and
privie msuers involvmg developmg coumtnics of lssuers engaged i a
jparticuler mdustry

Peeatioos tekien and wnderarfing and Gnenang oommitm ans, moeding
those made in copnection with the Firm's privale equity, primcipal
investment and lending activities, oflen invelve substantal smounts amd
significant exposure 1o individml isasers and basingsses. inchading
aivestment grade and mon-miesmnt grade mRIcs.

Morgan Stanley
Other Secired Financings

Other secured finencings include the labilities related 1o trmnsfers of
firimcial assers (hal arc socounted for as financmgs mibee than sabes,
consolidated VIEs where the Finrm i deemed to be the pramary
beneficiary, snd cortain ELMs and other spared bomowings. Thess
liahillities =re genarally payshie from the cash flows of the redated assels
which ant aocounted for as Trading assets (soc Notes 11 and 13).

7. Leans, Lending Commlimenis and Allowance for
Credil Losses

Custodivi Margin Lindirg Lasims
A . ‘The Firm's loan portfolio consists of the following types of koans:
T R T m;;_-“-. » i Coporate  lvans prmaridy mdude commiercial  and

The Firm provides mangin landing arangements whach allow customers
o berrow mgaind the value of gualifmg securities. Reconables indar
margin lending amangements are mchuded within Customer snd olher
recenvables in the balamce sheets. Under ihese s and
transactions, the Firm receives collateral, moluding U5, govemment amd
agency securities, other sowercign govemnment obligations, coporbe and
ceher debl. and corpeorate equilies. Castomer receivebles generated from
margin lending aclivifies are collwlerlized by customer-owned seawilies
hehd by the Firm. The Firm monitos required mangin bevels and
estshlished credil temms caily and, porsiant o sich guidedines, reqaires
customers to deposit additional collsteral. of reduce positions, whea
IHCERREY.

Murgin leans wre exlended on o demmnd basis and generally sre not
committed facalities, Factors considered in the review of margin leans
are Use amount of the boan, the inbeded purpose, the degrec of kevorage
bemng employed in the secount, and = oversll evaluation of the portfolio
o ¢nsure proper diversification or, in the case of concentrabed positions,
approgriate lquidity of the underlying collsteral of potential hedging
smtegics 16 reduce fisk. Underbving collatoral for margim Joans i
reviewed with regpect to the liquidity of the [Iqmd collateral
positions, valuation of sccurlies, hastorsc trading ramge, volaulity
analyss and o cvaluaibon of industry concenirastions. For these
trmzaciims, sdhermoe 1o the Fimm's collalaral police: sgnificatly
limits ils credit exposure in the event of & asstomer defusli. The Firm
may redquest additional margin collateral from coomers, (7 approgriate,
anc if mecessmry, may scll securitses thal have nol been paid For or
purduisee seourilbes saldbut not delivered from astomers.

Deoembar 2018 Foom 10-K

induserial I:ndm,guud for general corporsie purposes, workisg capital
andd liguidity, event-criven lomns snd meset-backed lending producis.
Event-driven oans suppoft client merger, soquisition, recapdialisiion
ar projedt finance acinvilies, Carporale boans are struchared as revalving
lings of credie, Leiter of credit Facalitses, tenm loans and bridge loans,
Risk Factors considored in determining the allowanoe for comporstc
loms inchede the borrower's finmncial arength, mdudry, feclity
sructure, collalaral, and covenants akng with olher qualitative faclors.

+ Conmeer.  Comamer loans mehide ansocmnd loans and securitios-
based lending, which allows clients to borow money aguinst the value
of qualifying secumitics for sy suilabde purpose other than purchasing,
radng, of CArTYing seamilies o relinancing mangin debe, The majority
af cormsamief lams anc structared as revolving bincs of onedit wed Joiter
of credt facilities and wre primanily offered through the Fam's
Ligusdity Acotss Lme program. The allowssie methodology For
umseaired loans considers the specific sitributes of the lom, as well &5
the borrower's source of repavment. The allewance methedology For
securities-based lending considers the collateral type enderlying the
loan (g, diversified scountics. concentrated seamibics of restncted
sock),

Revcdennial Real Exate,  Hesidentisd real estate losns mainly inclade
mon-conforming loans and HELOC. The allowanee methodology Tor
mon-conforming residential morgage loms considers several factors,
including, bul not limited fo, boan-to-vahiee ratio, FICD soore, home
peice index md delmquency sistus. The methodalogy for HELOC
considars aredil lamits and uulu:um Tt in addition to the factors

coqed dered for non-c 14

122
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+ Wholesade Real Extate. Wholesale real eate loans inchide owner-
occupsed lomns and moome-prodecng koans. The principal risl: factors
for detemminiesg the allowance for wholesale real edtais lans are the
uniberlying collaberal type, loim-to-value ralio and deld service mlio.

Loars by Type
A1 Dacember 31, 3018

e rh] Loars Hug

.0 i Fof Irvarm: Iof Gakn Toow Lows

Aot N S— e — )
Ecrrie e = 27 se
[ T = a7 e = T i
PG i il bAL] 1,58 588
Ellwiancn o loan ioTLet e
Egﬂl ] [] &1

o] rae T
Pty o sty rafy Rt ol ol
Lowrn I8 nirdd & by na AT se

A Deosrrbac 11, 2057
Coaim Had LAl Hala
o s i v et Lo Soals T ot . ixprog.
oo - T T T — T ¥
O 205 S - o
Fetoernts fosl siials s x5 BETY
Whrteiil o oal el e P 1 8} 11 83
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Alioveitein bt i i [T — Bl
i | Eiﬂ | SN ] !g !E

o 1l DS, Ml [
Floature o acntates s o, nad fak 77
Lo Jo il B b, el aary

fiee Mote 3 for further infomeation regarding Leans and lemding
commitznanls held ab Far value. Sec MNolc 12 For details of oumanl
commibments to bend i the fature,

Craidit (hrality

CRM evahiles new obligors before credil irmssctions are initially
approved and at beast smadly thereafter for corporle snd whebesale real
estate |oans. For comporate kand, orod evahsstions typacally involve the
evahmtion of financisl dalements, wesceament of leverage, liguidity,
capital sirength, assdt composition sl quality, markel capstalization amd
access lo capital makoets, cash flow projections and debt sarvice
roqumrervntx, and the sdequacy of collatoral, i applicabde.

CRM also cvaluates srmicgy. marke position, indusry dynsmic.
ebligor's managamonl mnd othor fdors that could affed an obligor's
ik profile, For wholesale real esiste loans, the credit evalustion is
focused oo property = Inmssction metrics. inclading property hpe.
loam-to-valie raio, ecoupancy levels. debt service mb, prevailing
capitalizalion

Morgan Stanley

fabes aivd market dynamics. For restdential real estate and consurmer loans.
the mitial credit cvahumtion typsoally inchedes. bt 1= not limated to, review
of the cbliger’s income, net worth, Tiquedity, collaters], boan-to-vahse ratio
and credit burcm mionmalion, Sebsoquonl ooedil  memilorimg  For
ressential real cstale loans is parformsed a1 the portfiodio level. Comsimer
loam colkaterad values are monilored om an ongoing basic

The Fimn utiliees the following credii quality mdicstors, which arc
consishent with U5, banking agencies” definitions of arilicired exposures,
as appliable. @ s ool monitering process for loms held for
investment:

* Pass. A credd exposure miled pusc has 8 conlimued expecation of
tmely repayment. all obligations of the borrower are amment. and the
obligar complics with malerial toms and condtices of the londing

agresiend

Speciod Mentbon,  Extensions of credit theat have potential weskmess
Ukt desorve management’s cloee altention ansd, if lef uncormected, may,
ul some future date, resull in the deterioration of the repayment
prespeds of colliaral position

+ Swbstandard. Obliger has a well-defined weaknes thal jeopardizes
thee reparymuent of the debit andd bas 2 high probabdlity of payment defaule
with e distinet possibalicy that the Fimn will astam some loss if neted
deficiencics we nol corredied.

*

+ Dowbygfial.  Inherent weakness i the cxpoare makes the colloction or
repayment  in Rl based on edding  fects,  conditions  and
ciroumstanics, ighly mnprobable, and the amount of boss i uncertain.

* loss, Exiensions of oedit classified 8 loss afe  considered
uncollectible and are charged off.

Loms comsidered as Doubiful o Loss are considaned  impaired.
Substandard loans se regularly reviewed for Empaimesent. For further
mnformation, soc Nole X,

Decembaer 2018 Form 10-5
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Loms and |owding commitments m the previous @ble have beon
evalmted for a specific allowance. Al remaining loans d lemding
commitments are sssessed under the inherent ullowance methodalogy.

Dewembay B01E Fosm 10K

Morgan Stanley
impaired Loans and Total Allowance by Region
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Prowis Whieas reparymients. These loahs are reconded in Custemsa and other pecenvables
E T -] — LEAL. iR e in the balance sheels, The Firm edablishes m allowance for boan mmoumni=
G shage-oie gL i (i it does mot comsider recoverable. and the related provison is recorded i
o 3 = = — L  Compensti bencfits cxpanse.
PEE fei i (O g 1At [T — ] —— 0T ot ard [t IS
Prosaton {mikace| il [{F] 4 LTI
[ e = ]
o i g ] i 8. Equity Method Investments
Epeite iz = = = ® E
1 Duer D008 B cemies i presacdy Sue B P seiovery OF 60 ey Fllelny fEERS b
Fiiged 57 i J T
2 T 'lﬂﬂ-;-_l-#"l'llh s o fnars of AT Mot wery EnwieTea f wars Sw e Equity mabod invesgments, other than certain mvesimois m funds, are
o summrized below amd are mchuded i Cther assels in the balince shees
Aliowance for Lending Comanitments Rollfenwand with relsled moome or loss mcluded m Cther sevemics n the moome
Anlements, See the Fund Inferests Memsured Bazed on Nef Asset Value
:r:'ﬂg':'h P table in Note 3 for the carrying walue of the Firm®s fund interests, which
L by . = are comprised of genere] ansd fmited partnership interests, as well as any
Frovan b ave| T ] = 3w bebaled porfommanotdased fees in Bhe Torm of carmied interes.
- T p 1
Erieber T W1 I  S—— i — S— Exuity Mathad Invastment Balances
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Somote - - - - - Incladed in equity method investments i ilve Firm’s 40% voling intered in
Mitaubishi UFJ Morgm Stanbey Seoxgtics Co,, Lid, (*MUMSS™),
Emplayee Loans Mitsubishi UF] Fimancaal Ceoup. Ine. CMUFGT) holds the ofher 6%
x & volmg interest in MUMSS. The Firm accoumits for its eqaity methed
Decarbiardh, Cacomesr 31 invesimest in MUMSS witkin the Instintional Securiises business
I Pl T
== T
Abrvire oy O k3 Wik T
ol T  —
[EFE 9. Geedwill and Intangible Assets

Umﬁr\-ld“.brr. Irs s 512

Employec loans are grmmled m conjunction with a program exablished to
retain mwl pecruil certsin Wealth Mansgensent representatives, are full
focourse and gencrally requine permodic

Goodwill

The Firmi completed ils ansusl goodwill imprimment 1esting =< of July 1,
018 andd July 1, 7017, The Firm's smpairment testing for each pericd d&d
mol mdicale mny goodwill mpairment, & cch of the Fim's reponting
umits with goodwill had a fair value thal was substaniially in excess of its
Cmying valsc.

s
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Eomoaings with Origina Maeiurities Greater than One Year

A a1
Decmbardl Cwoefer 17
183

frL. ] "L
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Sy wad = 13
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Wegrird rerupe wred Moy oy [X] BE

Certadn saibor debl securilbes are denominabed i various nen-US, dollar
curranize: wnd muy be drudured 1o provide a retum that is linked Lo
cquity, credit. commaodity o other Bdices (eg . the consumer price
index), Semior debt alzo may be struciured to be callshle by the Firm o
externdible 31 the option of holders of the senbor debi securities.

Serbor [ebi—Srwctwed Borrowings, The Fim's Borowings mclude
moles camied and nemaged on a far value basis. These molude
instruments whose pmyments mnd redemption walues we linked to the
performance of a speafic inde, o bedd of stocks, a spealic cquaily
sequrity, 3 commodity, 8 credit exposure or basket of credit exposares.
and instnaments with variows interestrsterelated featires mohading
sep-ups, dep-downs, and 2ero coupons, To minimize the eqosune from
such instnomomts, the Firm bos anlered inlo variows sy ap contracs md
parchased oplions that effectively convert ihe hormowing costs into
Moating fales. The Finm gencrally camies the enlsre dnidured bormowing
al fuir vahse. The swaps and purchased options used 1o economically
heedge the ambedded features are denvatives amid also are cameed o faar
valbag, Changes in fair vabee relsted to the eoles and economic hedges are
rgporied in Trading revenues. Soo Nobes 2 and 3 for furtlser information
on drschered bormowings:

Berdor Debit Bubject to Put Oplions or Liguidity Dbl gatl ons

L L
Dadasber YL Oecesne 1
i" —dirny !I Jond
ARG # T Ll [ 1] ; :
Lty piigiton’ [ 12H i PAH
1 Imctasen Hodg REPE R REOS e dpy malad adeg
Sulordirated Deld
%i AT
tw“l 0] W

Morgan Stanley

Subordinsted debt generally is isied 1o meel the capital reqainements of
the Firm or its regulsied sibsidiarics and primarilty & U8, dallar
denominated. Maburities of subordinated netes range from 2022 fo 2027

Assrt and Linbility Management

In general, othor o seauritics: invenbarics fnmoed W soaired fmding
soirees, the migority of e Firm's assels are finaneed with a combination
af deposits, shorf4em finding. fleating rate longterm debt or fived mte
long-term el swapped io & flosting rete, The Firm uses inberest rate
swaps Lo more cdloscly match these bormowings o the dumleon, holding
persod mnd inberest pae chamacioristics of the assets beimg Tunded and to
maneze inlened mbe risk. These saups effecinvely convert certain of the
Fm's fived rale borrowings into fleating rale obligations. In sddilion, For
mon LS. dollar curmency that are nod used to Fund assets in the
sume currency, the Firm has entered mito cumency swps thal effectively
conver the bomowings inlo U5, doller obligations.

The Firm's ost of swvaps for ssel and Hability mmagermsent affodts ils
effective average bormowng ralie

Rates lor Borrowings with Criginal Maturities Greater than One Year
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Blaturities and Temmes of Secuned Finasdings
Af Disamnbebr 3. 2013
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Cther seared fimancimgs include the labilities related to cenain ELNs,
transfers of fimancial asts that wre acooumied for ax fimncmgs rthor
than sales, pledged commadiies. consolidated VIE: where the Fam =
deemeed to be the primary beneficiary wnd other seqmed bomowings,
These Inbilities are gencrally payable from the cash flows of the related
axects aototmled for as Toading asselsSec MNolc 13 for futhor
information on olher soowed finmcEmgs related o VIEs and
sequritizalion sclivities.

Failed Bales by Maturity

[

p
e

014

deEReg

For transsfiers that fail to meet the accoumiing oniteria for a sale, the Firm
continies 1o recogmioo the asscts i Tradng ascets al fair vabse, and the
Fiem recognines the associbed

Decembar 2015 Fomm 10-K

Morgan Stanley
Tiahilithes an Cother secured financings at fas vahie & the balance sheels,

The assels mransfemed 1o cerlain umcomsolidated VIEs in ransactions
aceointed For & faibed sbes canned be removed unilaterally by the Fem
and mre ol ;m:nlly avwailable fo the Firme The relsied lishiltics are also
man=recourse 1o the Fimn. In coftain other faibed sade transacdtions, the Finm
has the right 1o remove sssels of provides additional recourse through
domvatives suich as lotal relom swaps, gearanfoss of olher forms of
involhvermens,

12, Commiiments, Guaraniees and Contingencies

Commitments
Vanr i Beter T 2EA
LE

§ i ruitivea Fian 1 L3 35 DverS  Toew
Cerang
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Lasery of crecit ana

oibes lrunad guaranisen H

Smce commitments associsted with these instruments may expire unised,
the ammis shonn do nol nocessanly reflect the scusl fibore cash
fisnling requirements;

Types af Comomitnenty

Lemding Commitments. Lendng commilmens primandy represcnt the
notionsd amoust of legally banding obdigntions 1o provide funding to
clients for differont types of [oan ransacions. Thas category alko mdodes
commitmeents in boan form provided 1o chewinghouses or sssociated
depasitorics of which the Firm is a member and are contingenl upen the
defmilt of @ clearinghouse member o olher stress event. For syndications
that wro led by the Fimm, the looding commilments sccopted by the
borrowver bat net yet closed are nel of the amousts agresd 1o by
counterpanies that will panticipale m the syndication. For syndscations that
the Firm pasticipstes = and does pot lead, lending commitments scoepted
by the borrower b mod yet closed mclade only the mmoumt that the Fam
expects il will be albocated from the lesd syndicate bank. Dree to the nature
af the Firm's obligstions under the

1248
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commitments, thest amoamnls mnclude catun commilimana partscapatod
to thard patics.

Fancard-Siarting Secwred Financing Recetvables, This smount inchides
seaurities purchased under agreements 1o resell md seaumtics bomowed
that the Fom has anlered into prior to e balance shect date that will
sesile after the balance shest date. Also inchuded sge comemitments to
enber o scastiies porchased under sgreements fo resell that arc
provided to certmin cleringhouses or mesociated deposilorics of which
the Firm b5 & member and are conimgent upon the defaall of a
cleaninghouse member of olher dress evend. These iransactions are
primanly seeured by collsteral From 115, governmenl agemcy sceurilses
and other sovereign govemnment obligalions when they are funded,

Underariting  Commitmenss, The  Firm provides amderwmting
commitments in connection with jts capital misng sources to & diverse
group of corporte and other mstitulicnal clicnts.

Tanvextesay Activittes. The Firm sponsors soveral  non-comsolidated
imvesimend munagemen! fimds For thard-party Ewvesors where it typscally
acts as general partner of, and investment advisor to, these Teds and
typically commils bo Envest a mimornity of the capital of aech funds, with
sailvaribing Wirdsparty invieslors contribating the magority. The Firm has
contraciual  capital  commniments. gearmdess  wnd | Ccolmlerparty
arargements with respect bo these investmenl managensent firsds.

Lemers of Crofft aud Cvher Financial Guareees The Fimn has
catetanding letters of credit and other financial guarssiees issied by
third-pay banks to cenain of the Firm's counterpartics. The Firm s
contingently lmbde for these Jetlors of oredit swd ather fEmscid
gasrantces, which ane primaanty used 1o provide collaberal for seamilies
and commsodilies raded mnd to sisfy various margin requirements
Thau of deposating cash or sccuriiics thest counterpanics.

Prewalves and Eqaipmass, The Firm has gon-cancelable opersbing |esses
convering premiscs and oqepment. Fulure minimum rostsl commitments
umder aich leases (el of soblesse commitments, principally on office

ranlalsh were a= follows;

Opsraling Preml s Leases

a
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Oweuipancy lesse sgrecmant< m addbtion 1o base foitals, penerally provide
for renl and opersting expemse cscabations resalling from  imcrcased
assessmonls for ral esdale toces angd olher charges.
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Type af Guarantees

Derivative Corstracer, Cortain derivative contrects meed the acoounting
defmition of & gusranice, including comain writlen ogiions. comtingent
forward comtracts and CI6 (see Mote 4 regendmg oredit derivalives m

which the Firm has sold eredit probection 1o the counberparty). Al
derivative contracts thal

ne Ecember 2016 Fam 10-K
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couild meet this scoounting definition of 3 pearatoe arc Inchided i the
previozs table, with the notional amymmt used o= the masinmam polential
payont for certaim derivative contracts, such ae writlen intered rale caps
and wiilen forcign cumancy oplions.

In coram situalsons, collwloml may be held by tho Fimn for those
contracts thal mest the definition of a guarmtee. Generslly. the Fam sels
collseral requiremsents by countorpany so thal the collaieral covers
varios irmssctions and prodocts = is nol alloceted specifically to
imndividual comracs, Also, the Firm may recover smousts related 1o the
umderhying asset delivered to the Finm uner e derivalive confrac

Raplly Letters af Credit and Odlier Flromcial Guanamees fimed In
connection with fts corporate lending business and other comporsic
acirvilics, the Firm provides standy betters of credit and other fmancal
gaamnices b0 counderpariies. Such mrengements represanl obligations 1o
muke pyyments to thid partses if the counlerpaaty fmls to fialfill ils
chligaion mder a bofrowing smmgement o olhe  conlrachoal
obligaiyon. A mayordy of the Firm''s standby leflers of onedil are provided
on hehulf of coumlerparties that are Emvestment grade,

AMarket Valwe Caoranbees  Markel valese prrmices e wued to
paaranice limdy paymant of & spodcifiod rolum o mveslors in oorain
affordable housing tax credit Funds. These gosmniees we designed o
el an inveson”s contrbution bo a fund asd the mvestor's share of tax
Noszes und tax eredits expected 1o be genersted by o fand.

Liquidkyy Facifittes, The Firm bes entened into liquidity Facillities with
SPEs and other coumerpartses. whereby the Fimm is requared to make
certzin myments i boevees or defaulls ooor, Primarily, tse Finm acts as
loquidity peovider to municpal bond seauritieation SPEs md for
standalome municipal bonds in which the holders of beneficial interests
ssantad by these SPES of the holders of the imvidial bonds. respectively,
bave the might to tender their mteresds for purchess by the Firm oo
specilied dafes 81 a specified price. The Firm often nuay have recourss 1o
the underiving dexels held by the SPEs in the cvenl paymeniz are
requined under such laquidny feciliiies, w well 8 make-whale of
recourse provisions with the trus sponsors. Primarily all of the
umiderbyimg 2=scis in the SPEs are mvestment grade. Lbqaidiny Facaliises
provided to municipn] tender oplion bond tusts are classifiod as
derivalives.

Whole lowor Saler Guarmrdees The Firm bas provided, or otherwise
agroed Lo be responsible for, ropresentalions and warmaslics reganding
certain whole lean sles Under certaim circumstances, the Firm may be
requiced to repumchase asch assets of make olber payments related 1o
mich ssets if ach representations snd warrssiies are breached. The
Fem's mastimiim potential payout relaed to such represanialims

Decembeir 1018 Foom 10-K

Morgan Stanley

and warrantics is oqual to the amrest UPB of such loans. Sinee the Fiom
mo longer services thexe boans, it hes no mfomation on the carment UPE of
these toans, =nd accordingly, the amount inchided o the previous table
reproseats the UPE af the ime of the whole bean sale or af the tinse whon
the Firmn last serviced any of thess boams. The current UPB talances coubd
be abvtantially lower than the maximum potentinl payoul smount
included in the grevious iable, The related lisbiley prmanly relates to
sales of loans Lo the Foderal mongagze ngencics.

Secwriftzation Represemations and Waranties As pant of the Fam's
Instibuticanl Securities busimess segment's seoarftiztions smd related
acliviliex, the Firm has provided, o otherwise agreed 1o be responsibile
for, reqw ions and ies regarding cerimin assels mndeared m
securitization ransactions sponsered by the Finm. The extent and nature of
the represenistions and wammnbies, f any. vary smong  dEfferent
spomitizations. Under oailain anamsdanoes, the Firm may bo roquired 1o
repurchase cerlain asels of make oiher payments relabed 1o such assets if
aich representaliins and wasrslies are bresched. The maximum polentzal
amyount of fisture poryments the Firm could be reuired 1o make woald be
equal lo the curren cutstanding balances of, o losses associaled with, the
assets subject to breaches of auch repereseniations =nd wamnties. The
amouml mchuded in the previous table foe the maximum potential payout
includes the azrant UPB or hisoricil bosses where known, snd the UPR
ol the time of ale when the current UPR = nol known.

CGemerml Partner (Tuaramiees As 8 gencral arineg n ocmain mvestiment
mmagement finds, the Fimm receives ooriain digrituilions from the
partnershaps related bo achieving certain reurm hurdles according 1o the
pravistons of the parinership 2. The Firm mmay be roquired ba
ream all of & portion of such digributions to ihe limited pariners in the
event the limited parings do not schieve a corlain retum as specified m
the vanious partnership agreements, subject 10 coriaim limitations.

Other Guarsniees and Indemltles

In the nomed course of busmesx, the Fem provides pusraniees and
indamealications in a varely of tramsadion. These provisions generally
are standerd conimeciea] terms. Certain of these guanmiees and
inkamnifications are described below:

* Iwdemratier  The Firm provides standasd indemnaties to commerpartics
for certain contingent exposames and taes, mcluding 1.5, mnd Fareizn
withhelding taes, on mierest and other paymenis mads on derivalives,
securitics amd stodk bendmg ransadions, oorlain amusy prodhects and
other feamcial amingements, These indemnity payments could be
required based on & change in the tax Tews, a dangs i mapeoation of
applicable 1o nalimgs ora

130
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change in factual circumstances. Certaln conlracts contain provisions
that eabde the Firm 1o termenste the agreemend upon the ecoumence
af such evenis, The maxinums potential amoant of fisure paymenis
that the Firm could be requiced to mmke under these indenmmifications
cannot be cstimatod

Escharge Cleartnphoun Memiber Choratore The Fimn B &
member of varioss US and nea-U 5. exchanges and clesringhouses
that trede and clear seoarities and'or derivalive contracte. Associaled
with s membership, the Finn may be roquared 1o pay a certain
ansount 35 determined by the exchange of the clesrmghouse in case of
a defalt of amy of ils members of pay a propofionate share of the
financial chligations of mother member thet may defill on its
clligations to the exchampe of (he cloaringhowse. While the rubes
goverming different exchange or cdaringhouse memberships and the
forms of theso guarantess may vary, in gonoral the Fimm®s oldsgations
mier these nides would arige only i the exchange or clearinghouse
b peeviciasly exhiausted 115 fesainoes.

I addition, some clearinghouse nides require menshers 10 Bsaume »
eoportionate share of losses resulting from the clearinghouse’s
invesamuait of guarsntes fand contributions and milsal neargin, e of
olher losses urwrelaled 1o the defall of & clearing member, if soch
losses enceed the specified resources allocated for aich parpose by the
clesringhouse,

Thee maccimism potertial payoul under these rules cinnol be cainabod.
The Farm has nol recorded sy comtingent lisbility in its fimencial
statements For these apreements and belioves it any  polantial
requiramend 1o make payments under these ngreements is remode,

Merger and Acquiatbon Guaraeer  The Firm may, from time 1o
nifng, i it pode as anvestneent banking advisor be roquired 1o provide
gummnlees  in connection wilth  corlain European merger and
acuisition transsctions. 1 required by the regulating authoritics, the
Firm provides a gumrmlec thal the acquirer in the mager and
acquisiion trmsaction bhas of will have sulficies Tundk 10 completc
the trensaction and would then be required to make the acquisition
pavmnenis in the evenl the scgerers funds we msuificent @ the
completion date of the iImmsadion. Thoe ammgomomils goncrally
conver Ive Limse frame om the ramsaction offer date 8o iis chosing dale
ansd, therefore, are generally shorl berm in mature. The Firm bebieves
the likelitvood of sy payment by the Fim e fiese amangements i
romobe given the level of its duc diligenoe in ils role as mecstmat
tuanking advisor.

LR}

Morgan Stanley

In addition, i ke ordinary course of bisinesa, the Firm gusantess the
debt and‘or cortain trading abligations (including obligations seocated
with derivalives, forekim exchange contracts ad the setilensent of physical
commedities) of cotam subsadarics, Theoe guarantoss gencrally are entity
of product specific md are roquired by investors of rading courrlorpanics.
The sctivitics of the Firm's subadianies covered by these puarenlecs
(ncluding sy relaied debi or trdng obligstions) are included in the
ol Aslements.

Comtingencies

Legml I addtion 10 the manlers desaibed bedow, m the nomal course of
buasiness, the Fom b been named, firom time Lo time, as g defendant in
varsous Begal actions, includmg arbitrstions, cliss sclivms and other
litigation, afsing m connedtion wilh fs adindlics as o global diversificd
fnencied services institution. Certain of the achml or threstened legal
actions include chims for subsmtinl compensiory andior mitive
damages o chims for indebermanste smounts of demages. In some cases,
the enfilses that would stharwis be the prmary defendamls i =och cses
are o are in finsncial distress. These actsons have incheded, but
are not limited 1o, residentinl morgage and oredit crisss-related maiters

While the Firm has ientified below any incividual proocedings whore the
Fim believes 5 material loss fo be reasonsbly possble and reasonabiy
catliitable, there can be mo asaimnoe thal materal losses will not be
incamed from claines that bave nol yet beem aseded or we pat yet
determaned 1o be probable or possible and rasonabily estmmable boses.

The Fma eonteas lability snd'or the anvouan of damages as appeopriale i
cich pmding mtier. Where mailabde information mdicates that it is
probable a bability had bean incurred @l the date of the financial
sntements and the Firm can revsonably edinmte (he amount of that loss,
the Farm acamies the estimated losa by & charge (o mcome.

7 T S8
o T =

The Firm's flere logal expenses may Nuduale fom perood bo persod,
given the cument envEcnmenl regarding govemment Emvedigalions and
privale Migation affecting global fnancial seviess famms, includng the
Fim,

In many procecdings and investigations, however, it i nberenily difficulr
1o determing whelher any ks |5 probable or even possible of 1o calimate
the emount of any logs, In addition, even whore o loss is posdble or an
eqposire bo loss exists in exeess of the Rability sready accrued with
respect o a preveonsly rocognized loss comlingency, il is ool ahvays
possible 1o reasonably cainmte the sze of the posable loss or rawge of

Fond
I3
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Fof ooftam legsl proceodings sl nvtmmw. the Fimmn camnol
rexsonably ctimale sasch loses, p:lr'l.lu.lln'tj.- procecdings amd
investigations where the facteal record is being developed or conlested
of whoe plamtiffs o govemmenl <nfilics sock bstantial of
imdctemitale damages, restitution, dsgorgemenl of panaltics. Nunmserous
ismpex may meed 1o be resolved, including through potentisdly lemgthy
discovery and deiermination of imporiant Fachus] masiers, determination
of msucs relabed 10 class conaficilion and the caloalation of damages o
ceher reléef, and by addressing novel or msentled legal quedions relevant
to the proceedings o invedigalions in question, before 2 loss or
additional less of mmge of boss o additional rape of boss can be
reasonably extimaled for @ proceeding or invedigation.

For cotam olber logal procecdings sod investigations, the Fim can
estimate ressoapbly possible losses, additional bosses, ramges of loss of
rmges of additional loss in oioess of amounts acoecd bl doos not
believe. hased on current knowdedge amd after consuliation with counsel
that mch losees will bave a mabertal adverse elTect on the Firm's
fmmmcal Satoments 3= a1 whole, other than the maflers referred 1o i the
Tallowimg pamagraphs.

Cm baly 15, 2000, China Development Inddasirial Bank (“CDIB™) filed a
compluint zgmimd the Firm, dylod Cing Developeens' oreral Fai v,
Mergan Banley & Co ot af, which is pending in the
i Court of the Stale of Mew York, New York Commty (“Supreme
Cintiet af’ NY7). The complaint relates 1o & 5275 million CDS referencing
the s senior portion of the STACK 2006-1 CT. The complaint
asserts claims for commaon faw fraod, fravdslest inducement and
fraudhilent concealment amd alleges that the Fim mis goiented the
rishs af ke STACK 1006-1 CDO to CIHB, and that dhe Firm knew dhat
the esseis backing the CDO wore of poor quality when it entered imlo the
CD¥E with CDIB. The complaisd secks compensatory damsges related 1o
the spprecimalely $T28 million that CTHE slleges it has already lod
umides the CDS, rescassion of CDIER'S obligation 1o pay sn sddiionl
S12 million, pumdtive dumages, omitsble relif, fees md sz, On
February 28, 2011, the coun denied the Fimm's medion 10 dismiss the
complaint. Om December 21, 3018, the courl demaed the Fimm's mation
for meEmmary judgment and granted in parl the Firm's motion for
sancliones relaling to spaliation of evidence. Based on currently available
wnformation, the Firm believes it could inour & loss in this sction of up 1o
approximately $240 million plus pre- snd post-judgment mterest, foes
and costs, On Jasusry |8 2019, CTHME filed & moetion to clanify and
reseitle the portion of the court™s December 21, 2008 onder ing
spolsation sanctions. On Jnuary 24, 2019, CIHB fled a netice of sppeal
from the court’s Decamber 21, 20618 onder, and on Jaenry 25, 3019, the
Furm filed s nodice of sppeal from the same onder.

Om Juby & 2013, U5, Bank National Assocaltion, m ils capacity as
trustee, filed o complaint againg the Firm styled U5 Bawk Nartonal
Azdocimion, slely i its copacing ai

Degwmbay 1R Form 10K
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Trusive of dhe Morgmr Sanley Mortgage Loan Trusl 2007-247 (MSM
MY v Aforgan Srawley Movipope Copiial Holdings  LLC
ooy Mirger to Morgan Stenley Momgage Copital fec and
GreenPoint Mortgage Funding, Inc., pending in the Supremc Court of
WY. The complamt assens claims for brawch of contraa and alleges,
among other (kmgs, that the loans o the trod, which had @ origiend
principal balance of approximately 5650 millvon, breached various
represeotalions and warratess. The complaint secks, among olber relicf,
specific parformance of the loan breach remedy procedures in the
transmction documsents, urspecified damages and interest. On Augud 32,
013, the Firm filed a molbom 1o dismiss the complamt, which was

ini part and dended m pan on November 24, 20014, On Aigod 13, 201 8, the
Fiem filed 3 motion to remew ils motion to dismizs: Based oo amrenily
available nformation, the Fim believes that it could incur 2 boss im this
acton of up 10 approximately $240million. the tolal orginal unpasd
talance of the mortgage loans for which the Firm reccived reporchnss
demands that # did not repaschase, plus pre- snd post-judgment istered,
fees and costs, but plaintafl is seeking 1o expand the number of kans at
nsemne and i pesssble mnge of loss conld morease.

Om Seplember 19, 2014, Finmecial  Guarsly  Insurance  Company
"FGIC) filed 2 complaint agxing the Firm in the Supreme Coant of NY,
aybed Fimmedal Guarsy asrace Company v, Morgan Sanley ARS
Caplial T Inc. ot ol relaling 1o n securitimlion isased by Baskel of
Aggregaled Residential NIMS 2007-1 Lid The complaint s=eerts claims
Tow becach of contract av alleges, among alher things, that the nd infaest
margin seounities CNIMET) in the st bresched warions representations
and wamanties. FGIC isaed o financial gusranty policy with repedt 1o
certain nobes that hisd an original balance of appraemately 3475 million
The complamd secks, among other relidd, spealfic performanse of the
NIMS  breach procedures i he  trmsaction  docaments,
umspecified damages, rembursement of cenain payments mude parsiant
to the tramsnction documents, storneys” fees and inderest, Om
November 24, 2014, the Firm filed & malion o desmrss the complaing,
which the count denied on Jeugry 19, 2017, On September 13, 2003, the
Appellate Division, First Depamment, affiemed the lower coun’s oeder
denying the Firm’s maliom to dismiss. Based on cumently mailable
informalion, tee Firm belicves that & could incur m loss i this action of up
to approximately 3126 milllion, the unpaid kalance of these noles, plus pre-
and post-judgment inferest, foes and costs, as well & claim payments ibat
FGIC bas mude and will meke in the fiure,

Om Scptember 23, 2004, FGIC filed n complaimt againg the Fimm in the
Sugrems Court af WY atyied Financial Guananty Innwmance Conypy v,
Mo Siemiley ARS Capird [ lie, & al relating to the Morgan Stanlcy
ABS Capiial | Inc. Trast 2007-NOH, The complaint ssserts claims for
beeach of comtract amd fraudelent inducement and alleges, among other
thimgs, that the loans @ the st breached varioss reprosanistions amd
warreics mil defomcnts made untne sabements
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and material ofissions to indisee FOIC to fsse a financial gusranly
palicy on certan chsses of cotificates that had an onigmnsl balance of
approximabely S576 million, The complimt seeks. among other relict
spedilic porformunes of the o broach remedy procodares in the
transacton  doaimenls, compénslery, conscqoestial and  gamitive
damges, sllormeys” fees and inberedt, On ey 23, 2017, the count
denied the Firm's maticn to dismiss the complainl. On Sepiember 13,
2018, the Appellate Division, First Depariment, affirmed in part and
reversed in et the lower cowrt’s order denying the Finn's motion 1o
dismiss. On December 30, 2008 the Appellate Division  denicd
pleintel™s motion for leave 1o appeal the decisson of the Appeliste
Division, Fird Depastment, to the e York Court of Appeals or, i the
alvemnative, for reargument. Fased on curmently avxilable information, the
Fem belicves thal # could o » loss | this adion of up 10
approximately 5277 million, the total original uepaid balance of the
muorlgage kans for which the Firm recoved repurchase demands from w
certificate holder and FOIC that the Firm did not repurchise, plus pre-
and pest-udgment iferedt, foes and costs, as well = claim pryments
that FOIC has made sl will make in the fuluee. In addition, plaintifY s
socking Lo expand the mimber of loans al isesc amd the posstble mnge of
Noss could increase,

On Janary 33, 3005, Deutsche Bank Natbonal Tnes Company, in ils
eapacity as tnadee, filed o complant agningt the Frm ayled Diesatsche
Bank Netioral Tren Congene solely fa its capacity ar Tresee of the
Aforpan Stanbey ARS Capital T fec. Trust 2007-NOF v, Morgan Standey
Mongmge Coptead Holdings LEC ar Sweeemor-by-Merper o Morgan
Sambey Morigege Copited T, and Morgon Stanlay ABS Copitel T fue.,

pending in the Supreme Courl of NY. The complaint asserts chaims for
breach of contract and alleges, among ofhor things, that the oans in e
tud, which bad an origiml principal balence of spproximately
501,05 balliom, becached virious representstions and warramtics. The
complaint seeks, smong other relisl, specific performance of the losn
breach renedy procedures in lhe irmsacion decuments, oompensalony,
consequential, rescismsory. equitable mnd ponitive demages, dtomeys'
focs, vodts wwd other related expenses, and mileres. On Decomber 11,
J015, the coun grasted in pan smd dended in paet the Fieen's metion 1o
digmiss the complaint. On Odloker 19, 2008, the court granted the Firm's
mation for lesve o amend ils mswer and bo day the case pending
resolation of Deutsche Bank Natsonal Trust Company's appeal to the
Mew York Count of Appenls in ancther case, On Janary 17, 2019, the
First Department reversed the riad court’s ordor 1o the oxterd that il haad
granted in pant the Finn's meotion to damiss the complaint. Based on
curronily sailable informatson, the Firm belbeves that o could tnair &
loss in this action of up bo spproximately 5377 million, the il origamal
umpaid balanoe of the morgage Joans for which the Firm recomved
repurchiase demands from & cerntificate holder and & monsoling maurer that

13z

Morgan Stanley

the Firmn did ot repiarchase, plis pre- and pest-judement imerest, fees and
costs, bugt plamiefY iz seeking to expand the member of boams o isaie and
the possible range of los could increase,

In malters siyled Cawe mamaber 10837 amd Case mumsber 19253, the
Dustch Tax Avthworsty (“Dustch Authority™)p has challenged, m the District
Court in Amsterdam, ke grior set-off by the Firm of spproximaiely
€124 million (approimately  $142 million) plas sceroed micrest of
withlsolding tax credits ngninst the Finm"s comporation tax |iabilitics for the
Lax years 2007 to 201 3. The Dutch Authority alleges thal the Firm was not
entitbed to receive the withholding 1y credsts om the basis_ inter alia, that »
Firmn subsidiary did net bald begal Lille o certsin secumibics sulyjed o
withbolding tnd on the relevant dafes, The Duich Awthority has ko
abteged that the Feom failed 1o prendde certaln informalion bo the Dutch
Aughority and kegp sdequate books mwd records. A hearing took; place in
this matler on Scptomber 19, 2007, On Apeil 26, 2008, the Darict ot
in Amsterdam ismaed a decision dismissing the Dutch Authority’s claims
O Bane < 2008, the Daitch Authonty fied an appeal before the Court of
Appeal m Amsterdam in miters re-stsbed Case pusmber [EOORE and
Cose mumber [S00519. A boring of the Dulch Authonity's appeal he
been schedaled for Jume 26, 2019, Based on qumestly mailible
infrmation, the Firm belicves thal @ coubd ineur a less in this sction of up
to approximately €124 million (approximately $142 million) plus sconsed
inbores.

13, Varinhle Interest Entities and Securitization Activities
Overview

The Firm 5 involved with vanous SPES i the noemal course of business.
In most cnses, these entsties ane deemed o be VIEs,

The Firm's varable nleresis in VIEs mclode debd and equity inberests,
commiments, o dermalive 1 and cerdain fees. The
Fam's invalvemmi with V1Es anscs primarily from:

.

Interests purchased in connectbon with markcet-making  activilses,
scouritics held i ils Bovestmond seouritics portfolio and retamed
imerests held w5 & resubl of sequritizeion schivitkes, mcloding
re-seamitization ransadions.

» (unranlecs isased and resicdml mdenests refaned an commection with
mnicipal bond securitizations.

* Lows made o and investmonts m VIEs that bold debd, cquity, real
estale or other asses

+ Derivalsves entered mto with VIEs,

December 2018 Form 10K
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= Structurieg of CLNs or other asset-repackaged notes designed to med
the investment sbhjectives of clents.

= (ther snschured transsctions designed to provede ted-clficient yields
to the Firm or 2= clients.

The Fimn detormines whethier # i the pricery boneficiary of a VIE upon
ils milsal mvedvenicst with the VIE and ressesses whethed 0l i the
primary beneficiary on an ongodng basis as kang as il has ay continuimg
imvobvement with the VIE. This determination is based upon an smalysis
of the desgn of the VIE including the VIE's struciure snd adivitics, the
pewer Lo ik sgnificam cconomic docrsions bedd by the Firm and by
other parties. snd the varisble inlerests owned by the Firm md other
pariies,

The power to make the most significant economic decisions muy take 8
number of different forms im dfferent 1ypss of VIES. The Firm constders
servicmg of collalaral mamgement decisions as represening the power
b makic the mes signaficant coonomic decisons m tansscdwms aich ax
seamitizalions or {TR0% Ar 8 reanll. the Firm does not oonsolidste
seauritizal fons o CDOs for which it dots not sct a8 the servicer of
collsteral mmmsger unless it holds ceriain odher mghts 1o replace the
servicer of oollaloral manager or to regine the ligrdation of the oatity.
Ifthe Firm serves 25 servicer of collsteral manages, of has cestisn other
fighis described in the previcis sentemce, the Fiim analyzes the interests
in ke VIE that it holds and consolidates onby these VIEs for which it
halds 1 potmtially significant inlerest in the VIE.

For many [ransactions. soch a8 re-seauritizalion transsctons, CLNs aml
other peeet-repackcaged moles, there are no significant economic decisions
mide on an ongoing basis. In these cases, the Fm focuses is analysis
on decisions made pricr to e initis] closing of the transaction wnd at the
terminaion of the tansction. The Firm concluded i most af these
tramsactions that decisions made grior 1o the indlial closng were shared
between ibe Firm and the initial investors based upon the nature of the
uxeets, ncludmg whethor the sssds were #Bsued in 8 ramsadion
sponsared by the Finm and the oot of the nformation available to the
Fem and {0 investors, the number, nature and imvolvement of investors,
cther rights held by the Fam and investors, the stasdardization of the
legal documentation mnd the beved of comlimuing mvolvernent by the
Fem, ischading the L and type of crwmed by the Eirm and
by olber mvedors. The Firm fooused its control decision on any right
Feeld by the Firm or investors: related ta the termisation of the VIE. Most
re-spcuntication mmnssclions, CLMNs and other et kaged notes

Morgan Stanley
Comsalidated VIEs
Assets and Lishilies try Type of Activity
At D am baer 1, 2000 At Decwrben 3801
iﬂnlm Wil kit WIE Labdewn WE Apweer W Lsbdrien
[  — — T—]
ot [0 &1 1054 >0
Temal T e R L2 SN T
Crle e g Brarcergy
| et POLEe DETLECEGITE TaCe O e et KN, PPN ORI D
T Pyt B A, W] (R O | YR B TR vl O BISETE 9 DRI
b N P M v OF I BRI B0 I PRRAEILY O Tl By It PR 1) Sl VIES i T T
whiuth 1 Tt DR ] AL Deted e DT O A
2 Dfwr preuady b meriteanl Lede. oeisn sendng mtSe g Enciuned ramatonn
Dhetrg 2010, Oy ndiuded & hord caruged oy Vene Wes! Capital| LLC which win ssgueed By
e P oy W ERL A OF ST L o e B . O TR O T s G Of X310
B B I DM O 3 U PRy B [y I P B e Rl
Assets and Lishilies y Balance Sheet Caption
A a
Dacambar 31,  Dcerrisr 11
igr i 2011
Nty
Cah B SR ST
Cash and dus o bais (3 ¥ [}
Pponcmed r1e e 17
Traging sssery w fae vatan i (3]
Caivine arad Sffet redevyabias W _
1 i
irdarapbin spues 1T 153
¥
=] [] 1.@’ ] 1 g‘
CHPET B SO ] - bl
v
-  m— o —
By vervis L} 2 3

Consolidated VIE assets and lsbilitics are presenied m ihe previous tables
afler inkercompany climinations. Most asscts owned by consolidated VIEs
cannot be removed unilaterally by the Firm and e not genemlly mslable
to the Firm. Mosd relaled liabifities isaped by comsolidated VIEs are
mon-recourse to the Firm. In cenain other consoliated VIEs, the Fim
cither has the undlaloral right to romove msscls o provides additional
recourse through derivatives such as tolal refum swaps, guarmiees o
ofhar fomme of invalvemeani

Iri geieral, the Firm's exposse (o los m conslidited VIE: i hmited to
losses that woald be absorbed on the VIE nel assets recognized i its
fi ol satements, net of amousts absorbed by thard-pany varable

v i soch Iarmination rights.

Decembar 2016 Foam 10-K

inbored holdos

134

360/414

EDINETOOOO
O0O000oo0gOooOoo(eoessr1)
oOoOooodn



Tabie of Gontarte

Motes to Consolkdated Financial Statements

Chett it gty irdp i 5
Ciertatirr: aed otber contaen — — 4w -

Carring vabue ol anpniute 1 bisi=A i
§

Ciet o Wty neIewy R T e ]
¥ i T BRI - = ] = o
AddBons Wl s [T TR
Survying vabue ol sapssurete bas—L bl
ﬂmr&lm * —% =& E =} bl
i'mu [ ) =i =3 =% us

&b Cmcwriber 31, 31T

E-ﬂ. [ (I =)

Mrpmum aap e o et

DL g o oy srigemy § My 1adE My ERE AT

Cimmvabier s pltiy corbacy = — 3 — 1, B

Clommlmmrts. guatantsed acd oeer i Fid 7] — T 433

m—"_!—wrm. [ ] TaT

Carrying vilue ol wepdsuie te Len=An iy

Ciett and gty e f 0BT R LMME 43 TR E &0
= g Ko LB . e e R
i T _tuer ] e L BT BN

ARaR W A REE et [ BRI

Bl el P O RO (T BB

VTR R PROAE e LR B . QNN TR S SR IR DTN,
T SROUNS S0 POl PRSI (Rt N D ot TR10AD0] Dy P Firss

2 RSB WIE NivET Owtld HESSTLTE BN £ T vitat S WU it 30 AN (ONE0EN
1k B wich B uaevas sepcary B icas i B fuan specfic Breifoii. oemandy rimeds
v by moatiston 5P The Fen's grmaey fk ppoaay & 2 B meek woonansts oowl of
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The mmgonity of the YIEs inchaded m the previous tables are spomsored
bry umrelaled parties; the Fimn's involvement gencmally isihe resubl of its
secondary markel-makmg activities, soecuribes held in #8 Tnvesemant
sequrities portfolio {see Nobe £) and certain investments in flmds

133

Morgan Stanley

The Fifm's muxinugn exposire to loss {8 dependenl on the nafure of the
Fem's variable mieresd in the VIE and is lmited to:

.

motional amounts of cemaln Diquedity faclities,

» other aredit support;

* tolul relum samps;

* writlan put eglions and

= fair vahie of coman other derivatives and investiments the Fem has
made im the VIE.

The Firm's maxenum coposast o loss n the provious able: doos not
include the offscting benefit of hedges of any redudions associated with
the amaml of collsteral held ax part of o transsction with the VIE or any
party to the VIE direcily against & speafic exposure to loss,

Lishilsties sued by YVIEs genendly mre mon-recourse to ke Firm
Morigage- and A ssei-Backed Securitization Assets
2t Deembardt, 219 b T [

Cobay rd Dby ang

Bty Esprty
i ey PR ey 1] g et

7 1 ] k.
Corrareiad mevigage s AL AIW ALAL F3 T

U S agercy cnlimrabosg rompgs
HMF 344 {1y} 153
5 TR0 31

(ST SN OF COITETE T A JE

Securitiatiom Activitkes

In a secalizstion tansaction, the Fim tnnsfgs xsets (generally
commiorcial o residential morgage losns o U5, agency secufilie<) 1o an
SPE. scls 1o invesbors most of the bentficial interests, asch & netes or
cotificaics, imsaicd by the SPE, and, in many cases, relains other baneficial
interests, The purchase of ihe trandiemed sssets by the SFE is finmced
through the e of these inlercsts.

In many seoasiization trmssdions nvolving commiercial mortgage beans,
the Firm transfers a portion of the sssets to the SPE with unreialed partics
tramsforring the remabnmy ascls

In some of these iranssctions. primandy invelving resdenizal

lxme m the US, e Firm =oves as service for some of all of the
tramdferred losns In miany  sooamlaedions, paticilaly  invalving
ressdentinl meorigage loans, the Fim alse enters mio  derivative
tramsactions, premarily inlerest rale swaps of infercst male caps, with the
SPE.

Dwcember 2018 Form 10-K
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Alhough nol obligated the Firm generally makes a maiket i\ the
securities ismsed by SPEs in sccurilfeation transsctions. As o morket
muker, the Firm offers 10 buy these seomstics from, and sell these
seauritics 1o, invesors. Scouritics purihmsed through these market-
making aciivilies are not considered to be resned interesis these
beneficial infereds generally are inchaded in Trading sssete—Comporalc
and olher debd amd are mecasured s fair valoe.

The Fim enlers inlo derivatives. generally inferest e swaps and
lerest rabe caps, wilh & scnjor payment priofity s many soouilization
transctiong The risks associsted with these md smilar derivatives with
SFEI- are mﬂl}' {14 ﬂmt w smile donaives with neSPE

5 and ar izedd 25 part of the Firm's overall espesare,
Su: Mol 4 for ﬂm:llu' n.f‘ﬂmmun o derivative struments amd hedging
aclivilies,

Avaifabiefor-Safe Seonrities

The Firmi kolds AFS isaied by VIE: not sponzoned Iy ke Firm within
the Investmenl seauritics portfolio, These seaurities wre composed of
those related 1o transactions sponsered by e federal HECTIES
and the most sedor secunties isssed by VIEs backed by student boas,
autamodale loans, commorcial mogage loans of CLO= Transaclions
aponsored by the federal modgage sgencies include mn explicit o
mpliat piranlee provided by the U5, governmenl. See Nole 5 for
firthver miormation on the Investment Seamrities Portlolio,

Mentcipal Temder Option Fand Trwss

In & mamicipal tonder option bond tnes trmsadion, the client transfors o
rumnicipal bond 1o 8 tusl. The irust Bssues short-lerm securities that the
Fuita, as e remarketing spent, s¢lls 16 nvestors. The elicit generally
retains a resichnal interest. The shor-denm secarities are supporied by »
licpaiddity facility pursmnt 1o which the mvestors may put their shortberme
imereste, In some programs, the Firm provides this liquidity facility; in
it programs, & thandparty proveder will provide sudh ligaidity Facility.
The Fimn may. in lieu of puschasing shon temn seaimities for
remarketing, decide to extend u tempomry boan to the trus, The clien
can gencrally lerminate the lransdion o my Lmse The Ligudiy
provida cun generully lerminate the tmnsaction wpon the eocumence af
certain events. When the transaciion s temminaled, the municipal boad is
generally @ld or reomncd 1o the dianl. Amy lowes aaffered by the
Tigaidity provider upon the sale of the bond are the responsibility of the
client, This obligation is genemlly collstemlived Liguidity facilities
provided to munkcipal tender option bond trusts are chissified as
derivatives. The Fam comsoladales any municipal bemder oplion bomd
truss i which it hodds the residual mtones.

Devember J018 Foms 10K

Morgan Stanley

Cradlt Prtection Purchased throigh Credit-Linkad Nopes

CLN transactions are designed 1o provide invedtors with exposure o
ceman cred rsk on refaenced wssd. In these rawadion, the Fim
transfers assels (generally high-quality seomifics of momey market
mveimemisl 1o m SPE, onlers nfo a dermvative Ernmsdion in which the
SPE sells profection on an unselated referenced msset or group of assels,
through a credit derivative, and sells the scaurilies isaued by the SPE Lo
investors, In some transactions, the Firm may al=o enter inlo inferest rafe
of CUFTEndy swaps with the SPE.

Upon the ocasmenos of 3 credit ¢vent relatod 10 the referenced seset, the
SPE will deliver wecurilics collatersl 2= payment 1o the Fom, which
expases the Firm to changes in the collstaral’s valee. Depanding on the
structure. the assels aml labdlities of the SPE may be recogmized in the
Fiem's balance shests or sccoumted for &5 3 mle of asscts and (he 5PE is
mod consdidated.

Dierivative payments by the SPE are collsterlized. The ridks ssocaned
with these and similar derivatives with SPEs are essentially the seme =
thoss with non-SPE counterpanics, mwd arc managed as part of the Fam's

overnll exposure.
Civer Strucihered Financings

The Firm invieds in imlorests icased by enfities thal develop nd onnm
low-ingome communities (inchiding bow-income housing progectsi and
ctilies thal construct and own Tacilities that will generale energy from
renewabile resources. The imerests entitle ihe Firm 1o 3 share of s redits
and ta bovises generated by these progects. In addition, the Firm has iswcd
guamnizes 1o invesiors in cerfain low-income heosing funds. The
gaaranlces arg desiged Lo retum a investoe's contribwilson to @ fied and
the imvestor’s share of lax losses and tax oredits expected 1o be generafed
by the fand. The Firm is abso involved with mtitics designed 1o provide
ts-efficient yislds to the Firm o its chiests.

Coallateralized Loan and Debd Obligarions

CLO% and CD0s are SPEs thal purchase a pool of asels cosisting of
corporate loans, corporate bonds, ABS of symibetic exposurcs on simlar
nssets Lhrowugh derivalives, and isapes muBtiple tramches of bl and cquity
securities to mvestors, The Firm underwnites the secunities issued in CLO
tramsactions on betall of umffikhated sporsors amd provides advisory
services 1o these mnaffilinted sponsors. The Fiem sells corporite loans o
many of these SPEs, in some cases representmg & sigmificant porison of
the toial assets purchased. Alibough not obligated the Fim generally
makes o mumkel in e seoailics issuod by SPE% in thest tamsaciions and
may refasm wnseld securitics, These beneficial interests wre inchuded n
Tradimg weeets and are messered wl fair valoe,
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i L imkad N L}
E Naotes R Ty Lipew : [k} Tme
ELN travactions are designed to provide imvestors with. exposare 1o .,.,..;-...':.",::' 5 im T PR
certain midks relabed lo the speafic cquily secoorfly, equity mdes or cilier Moo orans grase iTa H H’
index, In an ELN tremsadim, the Fem typsailly ransfers to an SPE T (EFLT] LI P
either a pole issuod by the Firm, the pryments oa which are limkedto the 000000, I T e 5 T 5 m
performance of 3 specille equity seoanity, equity indesx, or olber index. o N mveir grade i) 8 e
dhebt secunties 1saned by other companics and a dofivative coftrsd, the Tl : T ] LR ]
toms of which will relste to the performance of a specific equity m"‘"":"'“' 5 }a];: ] i' L E
SECUIY. equity mdex o other inde. These ELN transactions with 5P'Es
were not consolidaied st Decensber 31, 2018 and Decenber 31, 2017 Fai Vi pCgcermtar 112017
Ll F] T
Transfers of Assets with Condinuing Involvemrent
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it LS E E = aclimg a5 principal, tresfered  fimncid  ewels with  continuing
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T N .7 = nvelvement and reccived sles restnuent.
B B TR = % M Transfemed assels are caned al G valie prios 1o secuntization. sid any
- - = i changes in fair value we recognised in the income statemants. The Firm
may act & underwrile of the beneficisl inierests iwued by these
1 Coptwrrtran 31, 2041 seamitization vehicles, for which Investment banking revenases arc
—_— g cw  USAET TEEY recopnized The Fim may retain interests in the securitized financial
IPT szt (U [ T el ¥ gy [T aesgts & oone of maone Irenches of the seommitization, These retamed
" Y — . Interests are generally caied 1 fair value in the balance shects with
changes m Fair vahse recagnized in the moame stabamenls.
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| — E‘ T 07 T 70 Procesds from Hew Securitization Transscions and Sales of Loans
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The Fam has provided or otherwise agreed o be responsble fo,
represemstions smd wamslics reganding cofaim dssets ransfemed n
spairitization rmsacions sponsoned by the Farm (see Mole 123
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Assets Sold with Retained Expasne
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‘The Firm ensflegs into Iranesctions in which il sells securities, primarily
equitics and conlemprraneously cilers fnle bilateral OTC dervatives

waith the purchasers of the securities, throagh which o retains egpoaseio
the =old securitics.

14, Regulatory Requirenenis
Regulafory Caplial Framework

The Firm 18 an FHC umsder the Bank Holding Company Act of 1956, as
amended, mnid s adhject to the regulation snd oversight of the Hoard of
Gavernors of the Federal Resorve Sydem (“Fedorall Reserve™). The
Feslernl Reserve establishes capital requirements for the Fim, inchading
wiell-capitalired fandsrds, snd evaluates ibe Firm's complance with
auch pital reqairements. The 000 edablishes  similar  copitad
redpuizernmits and dandank for MERNA and MEPERA {collectively, the
S Bk Subadaries), The regulstory capilal recuiremests we
Targely based on the Basel 11 capilal dandards casbiished by the Based
Comemittee on Baking Supervicion and also  implement  cerlain
proviseas of ibe Dodd-Frank Wall Street Reform and Consismer
Profection Acd.

Regualafory Caplinl Requiremonis

The Fim is required fa maintain minenum msk-based and levarage-
bazed cupital mtios under regulalory capial requirements, & summany of
the calculaikons of regalatory capsal, RWA sl ransiion provisions
follows.

Minzmum nisk-based capitnl rio red ts apply 1o Eqaily
Tier | eapital, Tier 1 capstal and Total capital (which includes Toer 2
capitalp. Cerain adudments o md dedudions from cipeal are rogeired
for purposes of determining these muios, anch a2 poodwill, mimgible
amsets, cotan deferred tax wesels, other mmomnts @ AT and
imvestments in the capital instnements of wnconsolidsted fmamcial
P RITIF T

I widdition o the mmimisn ris-based capital rtio requisements. the
Firm is subject i the fol lowing buffers im 201%:

» A greater than 2% Common Equity Tier | capital conservition

Degeszbar 1018 Foom 100K

Morgan Stanley

+ The Commion Equaty Tier | G-SI8 capital surcharge. cusmently al 3%
and

+ Up ta a 5% Common Equaty T | CO¥B, currently set by U5,
banking ngencics o zere.

I 20018 and 3017, cach of the biffors was 75% and 50%, respoctively, off
the fully plased-in 2019 requiremnent noded sbove. Failure to maintain the
tuafTers would resull m restrictioms on the Firm's shility (o melke capital
digributions, mnclding ke payment of dividends and the repurchase of
sk, mnd 1o pay discrctionary bonses (o exeaive offioors.

Rk Welghted Ascets

RWA reflects bath the Firm's on- e off-balance sheet risde, as well a5
cupital charges attrdtaiabile 1o the gk of loss arisng from the follonmg:

+ Crodil risde: The failure of a borrower, oomnlemrarty of Baies 10 meet ils
Tinmsial obligations to the Firm;

» Mirkd risd: Adverse changes i the level of ooe or more market prioes,
rales, indices, volatilines, corelations of other markel factors, sich &
market ligridity; wwd

+ Operaliomal sk Inadoquale or failed procosacs or sysloms, from
heaman fectors or from extermal events feg, fraed, thefl, legal and
compliance risks, cyber afindics or damage lo phosical asset<),

The Fanta's risd-based cipatal falios fof parpeses of determimn g negutatory
compliance wre the lower of the capital retics computed under (i) the
standardized approaches For caboudating credit misk and market risk KW A
(" Smnderdized Approads™) and (1) the applicable adhanood approaches
for cladsing ool msk, mackel risk and operational fisk KWA
(" Adbvanced Approach”™y, At Decamber 31, 2018, the Fem's nick-based
capital ratios are based on the Standardized Approach nales. while at
Drecomber 3, 2007, the mlics wore based on the Stadandired Approadh
tramstional males

Thee Flame's Reguilat ory Capital and Capital Ratics
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Motes to Consolkdated Financial Statements

At Decamitar 11, J0NT
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1.5, Rank Subskiiaries’ Regulatory Capital and Caplial Ratkos

The OCC edshlidhes capital requirements for the Fm's U5, Bank
Subsidiarics wmd cvalustes ther  compliance with  such  capital
requirensents, Regulgory capital requivements for the U5, Hank
SHubmidiaries are cilculated in o ssmilar manner to the Form's regulalory
capital resirements, although G-518 capital sscharge requiremenis do
ol apply £o ke U S, Bank Subsidiarics.

The OCC's regulatory capilal framework inchides Prompd Corective
Action ("PCAT) standands, inchading “well-capitalized” PCA standards
that arc based on speafied capatal Falio minimims. For the
Fim to remain an FHE, the U5, Bank Subsidianics must remain well-
caplialized i accordance with e O0C's PCA standsrck. In addalon,
failure by the US Bamk Subsidimrics 1o meel mingmum cupital
requinensents may resull in certain mandaory and discretionary actions
by regulators thal, if endertaken, could have 3 direct msteral effect on
the 1.5 Bank Subeedismves’ and the Firm's fmasl salaments,

Al Drevennber 31, 2018, the U5, Bank Subssdisnies” risk-based capital
miios we based on the S[andedived Approsch mles, while o
Diecombsr 31, 27017, the ralios were based on the Standardized Approach
transilional rubes. In ;ch period the matios exooeded well-capitalized
reqienyenis,

Margan Stanley

MEBMA"S Reguimlosy Capitad
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115, Braker Dealer Regulsiory Capltal Requirements

MEBACo. Regulalony Capital
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Tabde of Conterts
Motes to Consolkdated Financial Statements

MS&Do, B a regstaed US. broker-desler snd registered fistures
commission merchant mwl, sccordimgly, i ashjed 1o the minimum met
capital requirements of the SEC and the (FTC. MS&Co, has
comsidently oporaled with capital in exocss of il rogulalory <aptal
requirenls,

As an Altemnative Net Capital brofoer-dealer, and | accordance with the
mwkd sl ool sk gandands of Appendis E of SEC Rule 15c3.1.
MSE&Co, is sshjed to minemum ne capits] and lenlalve nel capit
reuinensenis. In addition. MERCo, must natify the SEC i its tentalive
met capital falls bebow cerain bevels. Al December 31, 2018 and
Diecomber 31, 2007, MS&Co. bas exceeded 12 na capital redquirament
and bas tentative nef capital in excess of the mineEmum and nekification

roquinemans.

3313 2400

MSSH LLC is & registened U 5. broker-desier mnd inrodheang broker for
the fifures Busnes: mnd, scoordmely. i aibjed 1o the mnmmmm net
capital requizemeents of the SEC. MS5B LLC has consisiently operafed
with capilal in oooess of ils regulalory capital requirements.

Diher Begulated Subsidiaries

MSIP, & London-based broker-dealer subsidiery, is aubject 1o the capital
raquizernmils of the PRA, and MSMS, a Tokyo-based brokordoalor
aubsidiary, s subject do the capilal requirements of the Femncial
Sarvices Agency. MSIP and MSMS have consistently oporsted with
capital in exgess of their respetive regulatory capital ragirements.

Certam other U5, and mon-U 5, subsidinnies of the Firm are suljed 1o
varkms securilses, commodities and basking regalations, and capital
ndequacy requirements p deated by the reg v mnd exchange
authorilies of the countrics = which they opoaste, These sobsidismes
have comsistently operated with capstad i excess of their local capital
AdeqECY feqaiTements.

Diecembar 1018 From 10-K

Morgan Stanley
Restrictions on Payimenis

The regulsiory cupilal requirements refered to sbove. and certaim
covenants contamed in various agfotments inidebledness of the
Fom, may resricd the Fim's whility o wilkdmw capital from ils
subsidiarics. The following table represonts nd asods of oonoladated
subsidianies that may be restricted 35 1o the payment of cash dividends and
adhances bo the Param Compeany.

15, Total Equity

Murgan Stamley Shareholders’ Equlty
Commen Stock

Roliforward of Common Sock Culstanding

A i

Trapuny dock purchane | (5]

——

i Trw Form't Bass) Rav seSvormd Be ripurchons of Ba Fari cohfssdng sock wedes @
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Share Repurchases
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The Firm's 20018 Capital Plan (Capital Plan™) inchsdes the sharc
repurchese of wp 8o $4.7 billion of ofdanding common stock for the
period begaming Rily 1, 2018 through ke 30, 20019, Addtionally, the
Capital Fhn inchedes quarterly common stock dividends af up to 5030
pir share.
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Tabde of Conterts
Motes to Consolkdated Financial Statements

Om April 18, 2018, the Finm entered into & sales plan with MUFG.
whierehy MUFG sells shares of the Fem's common stock: 1o the Firm, &
part of the Fim's Share Reparchase Frogram, The sales plan is only
intanded 1o maintain MUFG's ownership peromiage below 24.9%% in
arcer 1o comply with MUFG's passivity commilments to the Board ol
Gevernors of the Federal Reserve System and will have no mpact on the
drategic allismce between MUFG snd the Finn, including the jaint
ventures i Japran.

Pursisant 10 he Share Repuschase Program, the Fn consi dars, among
cther thimgs, basiness segment capital neads. a5 well as sock-based
compensalion and benefl plin roquiraments. Share reparchases e
the program will be evercised from time bo 1me Wl prices the Firm desms
approgmiate subjoct lo varions Factors, inchiding the Firm's capital
position and market conditions. The shage repuschases may be effected
through open markel prrchases of privately nogoliated tnnsdions,
including througls Rule 10b3-1 plans, and may be mispended at wvy lime.,
Sheare repurchrises by e Finm are subject (o regulslory approval.

Employer Stock Truss

The Fim hes estshblished Employes stock tnusts 1o provide comamon
stock valing rights 1o omain coploveoes who hold outsd@snding RSUs.
The assets of the Employee dod: mists are consolidated with those of
the Firn, and the value of the stock held in the Emploves @ock tnasts s
chssilied i Mogan Stankey  sharchobders’ equity and  generally
acoomunbed for in a manme sanilar o rosury stock:.

Morgan Stanley

The Fiim is suthorized to isase 30 million shares of preferred Stock. The
prefomed dodk bes o preferosce over the common ok upon ligoidation.
The Firm's prefemed stock qualifies as Tier | capital in sccordsnce with
regulalory capdtal requanaments (soe Note 14),

Praferred Sock lesisancs Desoniption
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Motes to Consolkdated Financial Statements

16, Earnings per Common $hare
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Cummlsiive Foreign Carvency Tramistion Adjsimmis

Cumsalstive foreign aErency tanslation sdjustments include gains or
losses resulting From trasskamg forcign cumency Pmancial stdements
from ther respective fanctional curremdes 1o U5, dolkars, net of hedge
gams or bosses snd related tax effects. The Firm uses foreign amrency
contracts 1o menage the camancy exposure relating to its met investments
in pon=L 5. dolkr fisdctional cerency sibsidiarics and detomines the
ansount ol exposure (o Iedee on 8 pre-tax basis. The Fism may akso clect
mal 1o hedae its nel invesdmenls | certain foreign opemlions dee (o
mhoel conditions of oller reasons, includng the availabilicy of various
currmncy oomtrads il acogable oot Infomaation relativg to the effects
on cumalative Torcign cumency irandlaion adpasments that resubied
from e tmnslation of foreign cumency fimancnl datensents and from
gains arnl Josses from bedges of the Firm's o Evestments: in pon-L75,
dallar fimctsonal cumency anbsidianes & summarieed in the follawing
table

Curmnuiative Foreign Cumency Translation Adustments
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17, Inkerest Income and Interesi Expense
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Intered inoome and Imforesd oxpemic are classaficd i the moamc
anlements breed on the nuture of the instnement md related market
conventiohs. Whei incbaded 88 4 compontnt of the instrament’s Fiar
valse, dnlerest i inchided within Tradimg revemiss or Invéstments
revamies. Chherwise, i1 % included within [mencd meome or [mlored

Spenss

18 Delerred Compensution Plans
Stock- B Compensation Plans

Brock-Based Compenrsaion Expense
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Morgan Stanley
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In conivectvon with mvards imnde i3 o -hised cofipensation plans, the
Fim is mehorized 1o isue shares of common stock: held in treasary or
mowly ssued shwres.

The Firm generally uses ireasury shares, F svadlable. to deliver shares o
employecs or amployes sbock tnedx, and has an ongoing reporchass
authorization the inchedes repurchases in conmection with swends under
1% stock-based compensatvon plans. Share repundhases by the Fom are
subjedt 1o regilatory approval

b Bhares § for Fulue Awards under Stock-Based
a
Do e M,
4 e poal]
Swen By

Hee Mote 15 for additionsl infarmation on the Fim's Share Repurchase

.
Restricted Stock Units

KEUs are mgbject o veding over time, generally one to four years from
the dato of award, conlimget mpon conlimecd employment and sibjod 1o
reddrictions oo ale. transfer or assignmeent il converson 10 common
atock. All of & portion of an award fay be canceled (F employmeil 1
terminated before e end of the refevant vesting period and afiar the
rebevant vesting period in certain sitvalions. Recipianis of RSUs may have
voung rights, ® the Fem's disgetion. s generally receve dividend
cqprivadents if the awarnds vest
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Visitid and Lrratsbed RS Activity
2018
Vinged
Mk of Award Datn
e e Shares Fiir o
P o bagiering of pivd L EHETS
M In commen ok £ 5] 3436
Canceisd HJ_ !i'_?l
REUs ol smvd of povied’ ™M § 750
Apgregats ininnsic valos of RELE & end of period
deiars in e 5 LM
Wsighted Fwrard date Fair valua
RELs swardedin 2007 5 4298
Bl swardedin 3016 5l

B &) Debesirvdad 51, 3096 Wred veeediiEd Soofade Memsnmg 16T unll Sty 1 Me
EULEDETCEEY FELH. wirl SpOrsairt a1 0 e

Unvested RS Activity

il

— Wingeed

Aapagn
b of Awiard Date

o Tl v o] Shares Fair ¥ ol
Wirvested RELS ol beginning of pariod i) 5 3B
Wemied (e8i] 3843
Cancaled m IrTa
isied REVe o ol of parkil N __ N

1 Urieeifed REUN Sipreted swirdl sPwes Meapscis Nove pel 15 Gy s e

o OO VLN T OF TR NS AT

Morgan Sanley
F5U Fair Vabum on Award Date
_ _ T 2017 0%
Vi et IR T WM § ated §  oan
Fialates b5 TSt £.81 a0 2451

The Relative M5 TSR fair valugs on the sward date were etimated msing
a Monie Carlo simalation and the following asainptions,

Monle Carle Simulation Assusgplions
Etpetag
Rigk-Fros Blexck Pricw Comelabon
TE FE) LR [F]
HAT 1.5% 27 0% ﬂ.ﬂf
Fuild 1.9% A% 05

Thie risk-lree interest rate was devermaned based on the yeekds available on
LS Tresury rero-coupon isues. The expected slod: price valetility ws
determaned wsing historical volaiility, The comelabion coefficies was
developed based on historical price daes of the Firm and the 5P 300
Fmancials Sector lndex. The mesdel also uses an expected dividend yickd
which is calibmted o be equivalent to rein.\mirlg; dividends,

Deferred Cush- Baws] Compensation Plans

Deferred cash-based compensation plans generally proatde a return bo the
plen panticipants based upon the performance of each panticipant’s
referenond invesimenls.

Deffemegd Cash-Based Compenation Expense

§ im raibona ﬂ T 2056
Fair Value of REU Activity Deliimed cinb-Batnd e 5 4T 5 100 3 w0
Flilus: an refaranted 4 10m [T Fo1]
$ ooy LT if 26 Tatal $ arm § g5 3w
Comversions o comman seck & 180 0§ 131 5 1063 Inchises
Sl 1504 14T0 voss _Rstrement-sigible s N JRR

Pesformance. Basad Stock Unidls

FSLs will wiest and conviert (o shames of common stodd: anly if the Firm

determimed perfoma il market-based comdibions over a
:Im ;.-w performance perbed. The number of PSUs that will acually
viesd rmges from e to 150% of the largel award, based on the cxtent 1o
whidh 1he Fom achicves the specified performance goals. Cnehalf of
the sward will be eaned based on the Fam's 2venge retum on equity.
excheding cenain adasiments spocficd in e plan terms M5 Adjusted
ROE™), The other half ol the wward will be esmed based on the Firm's
total shareholder retum, relative 1o il 1ot sharcholder reum of the
S&P 200 Fnencinls Sector Index CRelative M35 TSR PSUs have
vestinge, redricion and cancellalion provisions that are genarally similar
to those of RELs A Decanber 31, 2008, spproxinately three million
PEUs were outstanding.

143

N il of el anny
1 Felabes o defemad cash-batad compsnsalon SEapabed 1o be mvarted n Januany of
7ol oo yob S MRS 10 CONEAT B FBTW S40S0H PeOument

Unr d Compensation Cost Related to Unvested Defemed Cashe
Baved
AL

Dutsirmshar 31,
§ 5 sty bl
Te ba recogrezed in
i) % 21
090 b4
Tresraailar E
Toin L] a1}

1 Aoty o nel nduade Mo, cireslEion. etoslenaliont, Afre refam on
ederrnond iy estmanis of S8 performares wear DoTpenaation asarded N ey
Sk b, wairwii vl Eepgin (0 by ammoriiped n 2005 feee Detow |

December 20618 Fom 10-K
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Hpnid Conperriation Ceosd for 2008 Parfommance Year Awards'

Furreicns 2019 o030 Thereafls  Talal
Slock-bases i £ 55 f 197 8 18§
Cafermed carlrBaied mwardi B3 T8 133 1,838
Tota 5 088 % 40§ 1§ s

B dproed o ey 2010 and ooner & BRI Dete FeSutetenl ATt 20 Sl
WSS MONNUNE CAeNESONE, aOCMEMEON. Oof LASE Ml of RN ieold

Morgan Sanley

The Fimn's pension plass generally provide pensson benefils thar are
bazed on emch cmplayee’s years of aredited service and on compensation
levels specified in the plans.

The Firm has mn wmfinded postretirement beeefit plan that provides
mdical and life insarance for cligible US. retirees mnd medical msamnos

for their dependents,

ruirarly Roliforward of Pre-ta A0C1
Parmicn Pans
19, Employes Benelit Plans £ e mains 08 T 06
Bognming balis 4 T % M 5k
Pemsdom amd Other Postretinemes Flams T - 158 e (149
Companents of Net Periodic Benefit Expense (Income) Prior serdce ciedll joesl} 1% 2 1
Ameorization of prior service o m e =
Jiisies S T L R - u':"" Amarization of el sk Ed 17 12
— ———  Chunges moograred in OCI [ (1853 1136)
Sanvice Cool, Davlils samd Ouring I
persd . § w5 17 Eniing balance ke T 3
Inisswt oSt o projected Baned obdgation 1 146 150
Expected rium on plan avsets 11z} 117 02 mp‘:ﬂ,‘m
Piel amarization of prior senvce credi i = = i 2 Wiy I
Péslt arnerirstion of actussl sn E 1T 12 Bepmgbee 3 R T T
T boreit i | 8§ ® 5 62 & 8 pceien ™ o o
Armariaten of prios peevics crit m [ i
— ”"_'“"'Pm T ——] 1 18 i)
Sanvice cond, Beralits aamed during I Ending balance 3 13 3 1 5 0

Irlndi.r.d:ll'l-m.. ' blr“” : m n 3 * 4

Pl amnoization of prior sensce credit [iLl] BE) (L]
Biwt p bervefit 5 3 5 5 5 (i3

Certzin U5, employees of the Firm amd itz U5, affilistes who were
hired bcfore July 1, 2007 arc covered by the U5, pension plan, a
rom-contributory defimed bemefit pencion plan thal is qualified ender
Section 40102} of the Intemal Revernie Code (U5, Qualified Plan™).
The U 5. Qualified Plan has cemsed fisure benefit scoruals,

Unifi plans "Suppl | Plan=") gover certain
execulives. Liabilitbes for benefits payable under the Supplemental Plans
are accrued by the Fim mid are funded whm paid. The Morgan Stanley
Supplameetal Execstive Retiremienst and Excess Plan (CSEREF). &
mon-contributory  defined  benefit plan thal & ool qualified imder
Hection 40113} of ikt Intemal Bovenue Code, bis ceased fimure benefin
accruaks.

led sippl v

Coam of e Firm's nomU 5. subsdianc: aleo bave ddined benefit
jpension plans coverm (heir eligible employess.

Decwrabar 2016 Foom 10K

The Firme gerserally amortizes mo net periodic benefil expense (moomed
the unrecognized net gams and losscs exceeding 10% of the greater of the
projedod benedit obligation or the market-related value of plan assei=. The
U5 pension plans amoetize the unrecognized net gains awl losses over
the average life expoamncy of parlicipants. The remaining plans gencrally
anzortize Ube unrecognized mef gains and losses mnd prece service credit
aver the aversge remainmg service pericd of aclive participants.

Wit ghted Average A ssumpli ons Used Lo Determine Het
Periodic Beneffilt Expense (Income]

018 2017 ME
Ciscound rale LAE 401% 42T%
Esxpecied long-ierm rebe of rebum en
ekl e 230 3% 161%
Fals of fuburs com permalioh incroases LI 3.00% 31m
it Phscel et Plan
011 017 Fon
Cisgsund rate A AQI% 4.19%
146
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The sccounting for pansbon and olhe pestretiresnent plane mvolves
certain nsammplsons and edimates. The expecied long-term rate of returm
for the LS. Qualifbed Flan was estamated by computing 3 weighted
aversge of the umderlymg loog-torm expectod rdums based om the
imvestmcnt managers’ trget allocations.

Benefit Obligation and Funded Status
Roifonvard of the Benent Dbilgation and Falr Value of Plan A ssets

ot Polretdasts]

Eratrion Plao Plan

¥ i Fil] AT FIT i1
Frasra ] cldrgatisn o

Eepaarineg o v 1 1wa g Chy L | - 1 =3
Sarvios oot W 0 1 1
trbereat ool 134 o a )
edianal loss [pan} ﬂiﬂ} 04 -I‘l.ﬂl =
Flam -:-rmmn i Iﬁ- ':-"'.I — =
Fram pertiments ) i - -
E.u--jnlls [iF =] v;i!ﬂ |.'4-..': (3] L1
[ [z i) a3 _ =
Elarefil abi gatian o snd

of year 3843 0 N0 % T F &
Roitarward of fair waiue of plan snssin
Fary iy of pln sy of

g of year #2488 34N § ¥
Aﬂ-rﬁ.l'ﬂﬁlﬂm el {111 Fity - -
E'n;f.-; ;.u.l.n‘.ul- Wi A4 3.." ] '!"
Barwils pad (186} (Coutd} (] 11}
Plan saffmanty LAY i = =+
Ot ad) EL - =
Fair valus of plan avzets

o e of ywar & 330 F Jam f§ O — § =
Funded {usfunded) statn ] @80 & L LT T - I 1)
Amourie recognized in the balance shasts
Aty L] LA | BT 4 = F =
Lisdties (281 |a51 (L] [l
Pist Brount recegrized § Qe0) B MWakl 5 ) B (e6)
1 Firtdion Ifafits Srnarsy A e SOad OF yei-ovi- i’ S5 ool Fill e Boslhar
T s PR LTy S ORI TR [N
Booumidabed Benef 1t Obdgation

L] Al
Docembar 11, Dcemiber 31

£ imireibirta HiE 017
Pansion plans: 5 [ 3583

Morgan Sanley
Perrebon Pang with Baeneil O0Sgaticer in Excess of tve Fair Value of Plan
Asuets
M ]
Dhi: ity 3, ‘Dacembar 31,
Lo riong L] 2017
EXFtEc Re e $ T L
Avcmutated barert sbagaion o 2083
Fair value of plan azsals H 3

The pension plans incheded in ench of the shove smomts may differ based
on their fundmg stahzs ms of December 317 of each year.

Wielgnted Average Assumll orrk Uiaed 1o Determsineg Benelit Obligation

F e Mars Cowr Prbwirement P

T L
Dacamberl, Dot 31 Dsambardl,  Decester 51
018 2ani 2w 01T
Catwmert tam £85% Ty AT 1%
e of Rl
]
e 235 1 Ha YL

The discout rates used 1o determine the benefit obligation for the U5
pension amd  podretirement plans were selected by the Firm n
consultation with 85 indgpendent actusies, using a pension discount yiekd
curve based on the characteristics of the plind cach determmed
indapendently, The pensson discoml vield amve rgwesents ot discount
yights based on durstion implicit in & represeniative broad-tased As-rated
corporale bond univarse of high-quality Axed income mvestmots. For all
won=L 5. pension plims, the Firm s the asaimed disoount rates basod on
the mmature of Habilitics, local comnomic eonvironments asd available bond
indices.

Agsimed Heath Care Cosl Trend Rales Uded 1o Determine the US.
Poretinement Bemeil CBligaicn

Al A
Daehmbar 3, Duszerri 31
o] 2017
Heplth ¢ bee co8t rend Fate B3-sum ed for neat year
Maodios (1758 LETL
Frouniten 785 e Y
b Fo rePRIr e 08t el Tde 1 aSsLmed
10 R [T Pl il | LR a4
Faar thal the rate reaches e bmals.
Smrdrabe a1 ersd

17 Decomber 2F1LE Form 10-1

373/414

EDINETOOOO
O0O000oo0gOooOoo(eoessr1)
oOoOooodn



Tabie of Gontarts

Notes to Consolkdated Financial Statements Morgan Sanley
Plain Assts Roliforwrnd of Level 3 Plan Assels
Fair Value of Plan Assets Ful] 2017
e T T - ¥
Al Dacember 31, 7008 Actual retum on plan arseis relabed i asseds
i ety T T Nild ol 8o of pesind = 1
e e —_— 5 s the sttt aré \ :
Cash aned cash squsalents’ 5 EIE ] -5 =5 ] el
T vwriind sl Ealance i ond of paned T I Ey
Bgency PoTSes
LS, Treaauny Docurfie EALY = = ESLY There were ni transfiers betwoen levels during 2018 and 2017,
us.ﬁm - nr - ny
3447 el = 5404 The U5, Qualified Plin's sesets represest 5% of the Finm's tote] pension
—"i%Eﬂ‘—“ﬂs PR 2L S5 plie assets, The U5 Qualificd Plan uses a combimation of acive and riske
CO0 = i = 11 controlled fixed income imvestment drabegies. The Fixed imcome ascet
bumcm - I - EF allocation consste primarily of fived mcome socurilies and related
Ot iveatm ents = = A 48 derivative instnements designed lo spproximate the expected cash Nows of
Told - 5 1na 5 a5k 5 A% 8 35M  phe plan's lisbilitics inorder to belp reduce plan expesase 1o inferest rde
cmmm- variaion and Lo besier align assets with the abligation, The longer-durslion
honay maciel k 153 ficed incomee allocalion is expected to help protect the plan's fimded <ahs
Faoreign fundy: and maintain the sishility of plan contmbations over the long run. The
Floea neces 1M mvestmont  portfodie performance 18 asessed by comparng  sctind
Y b invesiment perfomumnce with changes in the etimated present value of the
'ﬁ.'w . % U5, Gualificd Plan's benelit obligatson,
@ 5 ‘E Derivalive instrumeons arc pomitted in the V.S, Qualified Plm's
At Dacsmber 31, 3017 investment poetfidio caly to the extent that they comply with all of the
pr—— plam"s mnvestment policy guidelings and are comsastent with ibe plan‘s risk

Cun e con e
agency seoules
us Tl'ﬁ.ql Anoriied 2 —_ 2338
bl gy sncurties EAL] —— 2
T“U.E.W
ans PR 318 — 2718
P
S bt ~ L] — L
Confracts _ 1 —_— i
s o = < —
S ecaesabieg! n _ —_— Fid
O hatdifies 11 —
Ay E ]
Fi funds
Futes nceres 128
Rbmiclty il
ed Cash forer 219
mT:"L T &n
Fair vaiun of pian mais [ 3TN

B OEHS S0 TN BTN, 0N MOBGINE B0 e MOhIER B VRRD I DT SRy
VR T O P

Diecembgr D01E Foem 100K

and retum objedives

As @ fundamantal opoaing principle, @y restrdtions on the underlymg
asscts apply fo a respective dervative product. This inchedes percentage
allocations and credit quality. Derivatives ane used solely for the porpose
of enhancng Envestment in the underlying assels and nol to circumvent
porifolio nestractions.

Phin asodts wre moasured al for valoo using valuation todmiguecs that arc
consistent with the valaation lechmiques wpplied 1o the Fam's major
calegorics of assas sl lisbilities 45 deseribed m Notes 2 aml 3. OTC
derivative conlreds consist of invesments n infered e swps

Other mvesments comsast of pledged insurance annusty comtracts belkd by
o= L1 5 -based plans. The pledged insurancs annaily comtracts anc valued
tased on the promivm resove of the imsurer for & guamntee that the
inaurer has given to the employee bemefit plan that spproximades fair
valoe. The pledged mainnoe anmnly conlracts ane cilegoneed m Level 3
of the fair vahee Merarchy.

148
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Comsningled trust funda are privately offered funds that are regalabed
spervised and subjed to periodic exarmnation by a LS. federal or sale
agency and mvailsble fo insiutional clients The tnest must be
muinlained for the colledive mvestment of reinvestimend of asscls
contributed to it from U3 tacgubified emploves bencl plans
muinhnined by more thm one anplove o controlled group of
corporaisons, The sponsor of the commingied test funds values the
fimids lwsed on the far vahie of the mdobying scaunilics. Comminglod
traed fimds are redesmable at NAV o the measurement daie or i the
recar fature.

Some mon U S.based plans hald foresen fonds (hat consist of
imvesimends in fixed inconee funds. targel cash flow fimds snd liquidity
fimls. Fined inoome fands invest in inchividial seourities quoted on a
recognized stock exchange or traded in 3 regulaied market, Cenain fised
income finds aim 1o produce reioms consastent. with corlain Famancil
Times Sock Exchange indexes. Turget cash Aow funds are designed 1o
provide a series off fixed annual cash flews schieved by investing in
gavermnment bonds md denvatives. Liguadity funds place n high priority
on cpilal prosemalion, sable value and & high Bauidity of aseds.
Foreign finds we readhly redesmable st NAY

The Firm poverally considiers the XAV of commingled tnedl funds amd
foreign funds provided by the fund mamager to be the best estimate of
fairvalue.

Expected Contribaibons

The Fem's podicy s 1o fund ar lexs1 the amount safficicod 1o meet
minimum fimding requeiremeents undor applicable amplopee benefit and

Morgan Sanley

U5 emplovess mecling certain cligiility requiraments many patlapals m
the Morgan Standey 40Likh Plan. Eligible employecs receive discretionary
4011k} matching cash contrebutions a5 delenmingsd annually by the Firm,
For 2018, 2017 and 2014, the Firm matched emphoyos contrilmilions upy 1o
4% af digitle pay, i 1o the IRS limi. Maichmg comributions were
invested anvong wvailabbe finds socording 10 each participant s imvedment
direction on file. Eligible employees wilk dligile pay less than or squal to
10, 000 alsy recemved a Tixed contribution under the A01K) Plan equal 1o
% of eligible pay. Transikion confributions relsling to soquired entilies or
frozen plens wre alfombed 1o certam eligible cmployees. The Firm mmtch,
fied contribation snd tressition contribulion are included in the Fam's
ik expenise

Hon-UL 8. Defined Contribufion Pension Plans:

e 207 okl

¥ o it

Erpense T

The Fem maintains scparste defined coniribution peasion plans tha cover
cligibde emplovess of cortain nenadl S, aibsidarics. Undo asch plans,
benefits are generally determined based on 2 fived rate of base salary with
certain veding requirements

20, Income Taxes
Providon for {Benef1i from ) Income Taxes
Compoanerts of Provision for (Benefit from) Incoms: Taes

tae lows A Decemiber 31, 2008, the Fimn eipected lo contribane £ ik - Nl
approximately $50 million 1o its penston and postretirensent benefi plans e
2019 based upon the plans” airrest fonded statis and expecded assed Fadersl 5 8M § 4TE 5 M
el asampions for 2019 S2abe and local 07 18 221
LK . 15 4o 156
Expecied Fulure Benelit Payments =
g Koy R —
At Decemb 31, THE m s, e -
hﬂ_-'-ﬂ'" Pongion Fars Faan Tl 3011 N 5 S WK
— g o
E’;' m i Faderal 3 I 0§ M § 1M
ez 1] [ Paln and |osal 4 L] T
073 1E% ¥ Hondls
UK B 1% =%
FiieC i L2 ar mm na “% ‘::
Bcsrgan. B2anbey 401(K) Plan Ho : i
O — e
§ i 1 ;17 ik Wz 3 18
PiewEion W2t I omp et N1om EerRrnang
2 B 2w 5 A8 5 1T
Propisien For (GerwfE from) income Reoes
o cisecrlieigd ofsralions P_m 3 M 3 1

Deeember 2018 Fom 10-K
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Selacted Qb Nen-U, S, Tax Provisions

o i Tax Provitlons

Brzd 5 il

pain (1]
et EL
T

Brazi &

Irlay Xl
il b_§
IV

B 124

Indla. '3

France el

EMoctive livcome Tan Hate

Reconciiiation of the WS Federal Stahgory income Tax Rabe to the
Effwctive | ncos Tax Rate

hHE 2007 HE
[]

LS, siale and kool income taces, rel of
LA, el oy |t Ll o 1A _232
Dormabic tax cradis w4 A1 25
Ta gl insome o4 1 AN
Farpign tax rale aferential 1.2 (L] (e8]
Changs in farsign lax rates o = 01
T Al aracirmsni = 115 —
Ertgiayes shae-ased Fwards' .5 (1.5) -

Qe ﬁ a4 UE

| Degrews n 07, Be rose S 5 orasguenors relibed 1S pegyee sharedatnd seah ww
rpqared bo be revogroed M Froveon B roose beet nOSE rraee dEoeed upon So
COFRETRON. Of ST WACRLOET B R AR OF MSR0nE [ capaw Sav ooe oo
T AL T PO AT S 07 R BGEIRN DF T TOLT wTRE IROPTeed | A
Engiiyrt Fhire-Oaied Pyt Moinfing Set Mo J) A S0re AfDrmaln Of B S
Syt vl L groveieorn (Bererits)

The Firm's cffedive ax rate from comtinaing operations for 2018
included m infermitbent med discrete o benefi of $303 million primarily
associsted with the rancasrement of reserves and related mdercst due 1o
the resolution of mishi-panisdiction tay exeminations,

The Firm's effedive lax rale from comtmumng operations for 2017
included @ intermittent med discrete (ax provision of $965 mdllion, which
mchided  approximabely  S1.20illion  primagly  ncdated o the
ramcasuremend of cortain net defemod 1ay asses as a resull of the Tax
Act, partinlly affeet by $233 million of net discrele tax benefits primrily
associsted with the remeaswement of reserves and related imterest dus 1o
reow mFommation regarding e status of mulli-vear TS gax inalicn:

Diecombar 1018 Foom 18K

Morgan Sanley

The Tax Ad, eapcted on December 22, 2017, sgnificamly revised US.
corporle noome e lw by redocng the corporaie income (i mile Lo
1%, partially o wholly dimdnating tax deductions for certaln expenses
and mmplemcting & modified tordonal tax ssan, The mesdificd
tamiborial b gyshem inchades @ one-lime ansibon o on deemed
repatrialed cemings of non-11.5. aibsidiaries and also mmpases 2 minamum
tax on CGALTY amd an abemative BEAT on US. coporstions with
aperalions oulside of the LS.

The Firm's effective tay rabe from comtinaing operations for 2016 inchuded
inbemistent met discrete tec benefits of $68 milkion. These nel discrete fax
bemefils ware primarily relaed 1o the remoassement of reservies and
relaled intered due fo new informadion regarding the siahes of multi-year
RS tax examinations, patally affsct by sdjustments fioe other ax maters,

Deferred Tax Assets and Liablities
a L]
D ovrlear 11, Duegpmbiee 31,
g.n rafona HE T
Fo M:s: end lax
Empieye compensation end
‘Walupdicn ard
g HE nr
Waluation of
iveaimanis and recehoabiss 42 B
LTI — T TR
Duwlemed e azsets valuaton
[ ) 143 144
CaTenea [ nuseis aner i
kN alowance 5 2,74 5 3435
dreas dofernind tax llabilithes
Manrll 5. cperations ] LH ] n

Floed ssels 725
Rl T4

e T

Deferred income taves rellod the nel tax dffects of emporary difforences
berween the finamcial reponimg and tax bases of asseta and lsabalities snd
are measured using the enacted 1o rates and laws that will be in effect
when such differences are expected to reverse,

The Firmi belicves the recognized net deforred tox sescts (afler valumlion
allowamoe) o Deocmber 51, 2002 are mone Blely than not to be realized
based on expecistions as to fulsre taxsble inconee i the jkedictions in
whidh it opcrales.
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The camings of cemain ferclgn subsidiaries are indefinitely reinvested
doe 1 repulaiory  and  other capital  requiremants in foreign
jrisdctions. As g resull of the Tax Ad’s one-time transiteon tax on the
camings of forcign subsidmrics and oo aneual minimum txx on GILTIL
as of December 31, 2018 ihe wnrccogmired deferred tax llability
altritaable to indefindtely roervesed esmings & immaterml,

Unrecognized Tax Benellis
Reolifonsyand of Unmecognized Tax Benefits

Morgan Stanley

The Firm believes that the resalution of the above tax examinations will
ol have = muterie] effect on the anmual financial statomvmts, althoogh =
resodution could have a maierial inapact i the income statements and on
the effective b rabe for mry period i which sich eesobistion ooairs.

See Note 12 regarding the Dutch Tax Autharity™s challenge, in the District
Court in Amsterdam (matters styled Caee muber JR3637 ml Cawe
mumber [594250), of the Ferm's entnlenvent 10 contam withiolding tax
credits which may smpact the balance of unrecognared i benefits,

It is reasonably possble thal significinl changes m the babmce of

¥z Eiol] HHT El] ’ .
T 7Ty \mrccognized i benefits ocour within the nest 12 months. A2 thas time.
ey prop LT .o} ’ sowever, it is nol possible In_- reszombly etimate the mopected change to
related bo [ha oumend penod a3 m 12 theintal amount of tax henefits and ibe Enpact on the Fem's
U Dl OTVLIEC PO effoctive tax rale over the mext 12 months.
iuiind B fren’ peirbiahy - H (] H
‘ﬁ'}??&‘"ﬁ;ﬂe’“"m - pre (i) Earliest Tax ¥ear Subject to Examination in Major Tax Jurisdictions
Cocragriad folMedin Wilemenis
T aing athertie A3 L N AKkEn T b
Crie:rinirtt Folabint 10 Mg of 753 I
e of relaton |23 ] FMaw York Sale and Hew Yok City Fi i
T T T e oz
Piol uHhCOONT 0 e Eeruirs! 3 #_1 3§ L UK 2001
1 Praprasanl aning criscoonSel s Darait dulte]d Be N roed of Pa ledersl  SOPY 2016

[l o B ARl SORDElWE EEROTY ETIEHTIANEE a0 IR Do (e
O B redgreted, T el Sersfl would Svafally il T afNC e D fald
v uew paioch

Enderest Expense (Berwefi), Net of Fedleral and Slate Incomse Tax Benefils.

1 i1 HLE

1. Segment, Geographic and Revenoe
Information

Segl Infarmaticn

RE N N E] i
Accnsd af end of pariod ] 147

Interest and penaliies relsied to unrecognized tay benefiis are classified
as provision For income taves, Penaltics relabed 1o wnrecognined tax
bemefits fof the years mentionel above were immaterial.

w
150

Tax Author ity Examinations

The Firm & umder continuots examimafion by e RS and other e
authonities in ceain comntries, such as Japan and the UK wnd in siates
and bocalities in which it has sgnificest business operalions, such as
Mew Yok The Firm bas catablished o labdlity for unrecognized
berefils, nd associsiod inforest, if applicabbe (ax limbilitics"), that it
believes B sdepe in relstion 1o the potemtial for mdditiomal
assesaments, Tnce established, the Finm sdjusts such tax lishikities only
whiets new informateon 15 available of when an event oo nocessitating
a change,

The Firm siructures i segiments primarily besed upon the mtune of the
fmancal products and srvices provided to customers and s management
erganizaisn. The Fim provides a wide range of fmancal products and
semvices B #s axfomers in ench off the usness segneente: Instiboliomnd
Seomiteer, Wealth Manzgemen and Investmont Mmagement. For a
fusther disoaesion of the busimess segments, see Note |

HRevonues mwd oxpenses direclly associabed with mch respodtive business
segment we mcluded in dslermining ils operating results, Ciher revesies
and expenses thal are not directly stiributsble to 8 particular business
segment wre gencrally allocsled based on cach business scemnt’s
respeciive nel reverucs, non-indorest expenses o other relevint measires.

151 Execember 2008 Form 10-K
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Notes to Consolkdated Financial Statements

As g resull of revemues and expenses from iransactions with other

operaling segments being treated as ramsadions with: extenal partics for LEE - = i
parposes of sepment dischoames. the Firm inchedes sn Intersegmeent r,,,,,_"’f i TR Had
Eliminations cfcgory to reoomdle the busmoss scgment results to the ineseena ] Gl
L 7A2) R - (e 4081
consohdaned reailis A g [+ Ry T (g [ER; i
mar E) i, [1) L) L21]
EBelected Financial Information by Business. Begment Tola ron PiTeE e [ (FXE] EL ] e M
[ —— 61T At ] E _;_ﬁ'i
o]
in i : s i e [T %
umm 4 * m T 4% 1 - q
Tragey o R . ?F. B nam
i 1 T =
E -— S
0188 T4 ; — =
=) . M agm w4 e
e ot Fom
B L ]
tasrs L] - = - i
K| nonme T FE ] B 4 (FEL]
R SO L )
] = & = s
I L]
Margan Stantey I fAIH B e § 4§ omin
151 el bEL] a7
Diecemmbey 2018 Form 182K 152
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e il
e ror)
Tots rén reews

Morgan Stanley
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il ikl e ek (Tl 10 b Piscairng-yde (1R ecurang”| dicnile Lin i,
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Total Assets by Business Segment
L3 L]
Dhme imieir 3, Dcemar M,
5 im maitcrd Flit] T
Inatiutional SecuriSer. B FRC TR
\Wial Manageime il 12 .00
mm 4,713 l-.]ﬂ;
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Tabde of Conterts
Motes to Consolkdated Financial Statements

The Fm"s pedtion of net cummulstove unrealized performance-based fees
{for whridh the Firm is ot obligated 10 pay compansation) are o2 s of
revasing if the fand performmnce falls below the staled vestment
mmmgemon] agroement boechmarks. So¢ Nole 12 for nformtion
reganding general panner guarantees, which ivchide polential oblagations
to retum performance fee ditributions previowshy received

Bedisction of Fees dise 1o Poe Walvers

— e

The Firm waives a portion of its fees o the Investmeent Managament
basiness segment from cortmen regidered mongy mewket fands tdhat
comply with the requirements of Rule 1a-T of the Investneent Company
At ol B,

Sepamiely, the Firm's
parti on the same orms and conditions & other investors i certain
fimids thal the Fim sponsors pramanly for cliend mvestment, amd the
Furm mary waive or lowar applicatile fees mmd chimges for its employoes.

Ceographile Information

The Firm operates in both U5, and non-U0.5, mwkas. The Firm's
L5 bisiness sctivitics are prmcipally combicied sl managed
through EMEA mnd Asia locations. The net revemies disdlosed i the
following 1able reflect the regional view of the Fem's conslidated mot
revemues on a menaged basis. based on the following methodobogy:

furimrtonal Seeseiner: client localion for wdvisory amd  eoquity
underwriting, revenue recording locaiton  for debd emidervriting.
trading ek location for mles and trading,

Iealth bimsagennn: roprosentalives operabe in the Americas.

incuding its senior officers, my

Tivestownd Management: clienl locbon, eoepl cenain closed-end
funds, which are based on ns=el lociion,

Hel Rewenues by Region

B v prodiirmd pLatd mmi e
At S FATET 5 THaaT
EMEA LY 574 &5
Asla Tall LT 4180
Tota EX TR T T Y]

Dieceaber 2014 Form 18K

Morgan Stanley
Income fram Continuing Operalions bafore Incomes Tax Expendas (Bame)
L im rmiing 2018 2017 IHE
(TE-3 $ T804 § 5EBE 5 GG
MorlLE 3 AT 3084
Total $ 337 3 iok0s 3 e
1 heanel) B osncidta i daieed i ooime getss Bl Bom sherabon lacated sulds T
us
Tola Assats by Region
Ar 'l
Dacormbar 31, Dwcambes 31,
Lo atins DHE HHT
Amaricas 5 STRSIZ S B70A4E
EMEA 0 .39
Atla TEA04 4
Tkl 5 BSAEN TR
Fevenue Information
Traing Rewenues by Product Type
L L] a3 6 __
indarest rate S ame %5 1o 3 15m
Foraign sxchange LiL] “r 1158
Eqquity sscurity and index! 8,157 5191 Lo
Commodihy and othar 1,174 9 -
Cradt 610 1T 1.7
Total 3 10351 4 1008 3 1038

1 D ol spalio'r vl Pl o] mPus gl DR OUPEy el P OBTHTBEH

The provious lable summarres gring e losws included =m Trading
revenues in lhe incoms satements. These activilties mclude revenmes
related to derivative amd non-derivalive finmcial msiruments. The Fam
generelly mikizes finencisd instnaments sross 8 variely of product types im
conmection  with fls market-raaking and related risk  massgement
srategies. The irmding revenues presenfed in the tshle ame not
representalive of the manngt in which the Firm maages i1z isness
aciivilies amd are prepared in o mmemer amilar o the Pfﬁmll]im of
trading revenses for regulaiony reponing purposes.
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Change in Reverrues wnd Expendes as a Resul of
Applicatian of the New Rewenun Recogritian

finmabora
Gross W
IrvpEmen bankinge—A datory 5
Imaadmedt banking—Linderwiting

Assel mansgeman'

O

Subtcial
Gl preventalisn

e, clearing and scchange fees! L1
Marketing and busiress dewsigpment
Profussionsl anvice "
e L

150

Timirs) impact—FRevenues
Irmn i el bankieg—A duitory L
Astel randge e
e

Suttatsl
oot changs in revonses and scprmrs $

" el ¥ wrle bord, OF 4 B Sk P Faees ideraled
3 Prmarty dormgenad of Fesioen] bakite e nacoreraked i< ool

e B

2y BleegEz F

||z 32

Asx u reanhl of adopting the nocomnling opdile Kewimee front Contrmers
with Custowsers. the accountmg for cortam transactions has dhanged (see
Note 1 for farther detailsh. As sammarized in the previous table, the
change s oomposed of irnsadions thal are now presonled on a gross
basis wilhin both Nop-imtored revenacs mnd Non-mionest cxpenses, as
wiell as ransactions where revenuss e recognized with ddffercnt timing
compaged with the previous GAAR, For example. timing impacts shown
a8 megnnve amousds = the previous table represent revemics Tor which
recognition has been deferred to fulure periods under the ew standard

Recefvables from Contracts with Customers
AL L
Dcombir 31, M‘:B}' 5,

Lol ik 20
Emhmm ¥ tam FRET Y
Recavables om contrads with aetomes, which ane mcluded within
Customer and other recenables m the balance sheets, arise when the
Fem has both recorded revermes amd has the right per the contract (o ball
the austonser,

Morgan Sanley
22, Parent Company

Parent Compary  Onip—0C Income  Biatements  and
Comp EnConme: St il
F i alloss ﬂit ﬂ:l’ 2096
Dfwichencti thomn SuSdadani’ $ 4Ty § 2547 ]
Temsing L] (250) *
Chhar 15 L] n_
Tetal pemviriaresd reverioas T ] P
Infprest ingoma EREE] 113 A0t
I et aepariae A NS 4079 A06
Fal interes! 6 256) {100
Hat oeniming 3378 1078 154
P il et il i s 240 L]
Incame bedons incoms tae 5,153 1,835 142
Provisien For (harsi from) income
Imres i (206} £3E3)
Ml it o bafat unsainibulsd gain
ol Sutdldare - 5431 2041 1,814
Lindieribused mdm-u g7 4070 &b
Ml ircase 8148 &1 5479
OC1, med oof L
Fi RNy ransiaion
o Lo ] 1114] 218 (P2l
Changs i net Unisimed o
[loEses) 0n AFS securies [Feki] L1 (265
Peralorn. posretiremant
_nd cifes 17 {17 {100)
—Changs in net DA 144 1550, [
Somprehenshe incoms 5 858 5
Ml Feores § 8748 3 &1t 3 5N
Eraforeed sinek i Aderwts il pthat 528 5 i
E appboable to Morgan
et v it s wm 5w s su
1 EE, wi D] B iy §3 DiGn [T PAMRSI M [efe Sl eh
[EE] December 2318 Form 10-5
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Parent Compary Only—Condensed Balance Sheels

K1 L] w1 2014
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= 1 E‘: & SRR At} AL
e
Ll SR bl S b
g s Imum uky Ll » i — By
Copasmy i [k B ks TATE FLEral] (1] .‘l".'-r.
i i =
Fequte | kit r
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Seirnes parirased yna e agreamang o i
R 28 538
vances t R # u M LB -
= ma 1 LTIy — 138 e =
e L -
k. , La L St e Fri PTTEEE & e — o
I GURY CRAPTIITEIEL I AUSErS - ol
‘wO R 13587 18350 144 fubily
Dk drd BC. Az Hah frrreen 10t ot spEeeaTi 2 e s B o ¢ x g
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waxl a1a e ®__sraa LK L T
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Parent Comparys Bomowings with Original Mabumies Greater (han One

Yiear
AL Al
Discambar 31, Dacember 31,
§ i oy v Fial) 2017
Serior T "i.mm.m.
Totad 3 [EXT T TET AR

Transactbons with Subsidiaries

The Parent Comypany has transctions with its consalidated sabesdinrses
determmed oo an agroodupn bass and has  guaranlosd  ooriain
umsecured lmes of oredit and contrectue] obliggions on certain of ils
cosolidabed ashsidises.

Crrarantees

In the mormaal course of is husines, the Perent Company guanntecs
certain of Mx subsidiaries’ obliggtions mdar defivetive amd other
Tmncial wrangements, The Parent Company records Trading wesets and
Tradimg lisalfties, which inchsde derivalive confracia, @ fair valoe in L8
comndensed badmce sheets.

The Paresd Company alsa, inthe normal course of its business, provides
slandard indemmnities 1o counlerpartics on behall of s subsidiancs for
tiroes, including U5 and forcign wighhobding tnves, on infored and ofhor
pavments made on derivatives, securities mnd dod lending iraneactions.
and certain anewity products. These mdenmity payments could be
reguined based on 2 change in the tax laws or dhamge in inlerpretation af’
applicable tnx niling= Cerlain contmcls contain provisions thal cosble
the Farent Comgany bo berminste the agresmsent upon the eocumende af’
sich evenle The maxiomm pobentiad ameont of fifure payments that the
Parent Company could be required to mike under these indemmifications
cannot  be cstimated. The Parent Company has nol recorded amy
contingent liability In iis condensed financial statements for these
indomnificilions and belicves that the ocourmence of sy cvents (kat
ol IFigger paymments wder hnese onrRes IS remite.

Morgan Stanley

Thie Parest Company has saied guarsstess on behalf of its subsadiaries ta
varsous U S and non-U.5. exdunges and chearmghonss that trade and
chear sccurities and'or  fubures  contracis.  Under thess  gusmniee
arrangom s, the Faret Company may be required (o pay the finmdad
obligations of is subsidisnes relatod 10 business tran=cted o o with the
exchanges and clesnmghouses in the event of 3 subsidinry*s defmalt on itz
ohligaiions 1o the exduage or the clesrnghouse. The Parenl Company his
ool recorded any contingent Fability m ils condonsed financial stalemanls
for these mmungements and believes that any polential requirements to
make payments under these amangeoments e ranole,

Guarantees of Debl instruments snd Wamanis Haoed by Subsldiaries

AL AE
Dacamber 14, Decembe 3,

2018 2017
LS ¢S S L2

—

[Elp

yLease Ob

At AL
Dacombar 31, December 14,
ik

018
T L S P

4 o mitira

| Aty grimacsy ity b e U

Finamce Sabsldiary

The Parent Company fully s unconditionally guaranices he seauriiies
imued by Morgsn Stanley Finance LLC, 3 100%-owned finance
saibsidiary.

Resalilon ami Recovery Planning

As indicated in the Firm's 2017 resolutson plan submitted to the Federad
Heserve sl the FDIC, the Parent Comprany has amsended and restated s
support agreament with ils material entities, & defined in the Fim's 2007
resodalions plan. Under the soomed amomded and restaled  support
agreement, upon the oocurmence of a resolution scenwio, the Parent
Compary wolld be olligated to contribute of Lo on a subordinatod basis
all of its conmibutable matenizl assets, other than shares in ssbaidiaries of
the Parenl Company mnd cerain inlacomyemy recenables, 1o provide
capital med Tnqaidity. s applicable, 1o its maserial entities,

157 Degember 2318 Form [0-00
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Tabie of Gontarts
Notes 1o Consolidated Financial Statements Morgan Sanley
Ciaarterty Chamie Im Reverin and Expense i a Result of Application of "
ok b ~: 24, Subsequent Evenis
The Firm has evaluated subsequent events for edj 0 or dischosure
ACeron —:“—a;,_%mﬂ.,.—r— in ihe financial estements taough the date of thas report and has not
ﬁm:m — - identified any recordable or disclosabde evenls nol otherwise reported i
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Changes in and Disagreemenis with Accountanis on
Accounting and Financial Disclosure

Mone,

Controls and Procedures

Conclusion Hegarding the EMfectivencss of [Hsclousre Controds amd
Proovdures

Umider the supervision and with the perticipateon of the Fim's
mansgement, including the Chiel’ Exeastive Officer and Chiel’ Feancial
Officer. the Finm conducted an evalualin of disclosse oomtrols amd
procedurss, as such term is defned under Exchange Act Hule 13s-15¢e),
Based om this evabuati the Chiefl E we Cflicer and Chiel
Fimmgial Officer conchaded that the Firm's dischosure controls and
procedures ware effedive as of the ad of the pasod covared by this
annzal peport

Manmpement®s Report on Intermal  Conbrol  Over  Finamclal
Reporiing

The Finm*s management is responsble for esiablishing and maimaning
adequate inlemal contral ever fmmcrsl reponting, The Fam's mlemal
contral over fmncied repoting s designed to provide reasansbie
assuranee reganding the relability of Tmancial reporting and the
preparation of fmandal getements for edemal paposes in aecondance
with Iy acoepbed ace g preiaples in the United Stales af
;\mmn U5 GAA)

Diecemsbay T0LE Form 10K

Morgan Stanley

The titernal control over financial reponting inchedes these polbies and
procedures thal-

* Perimm to the maintemmice of reconds thal, @ reasonable  detadl,
acomalely and fairly refled the tiraciions md disposstions of the
wsmets of the Firm;

¢ Provide rememble parmce hal rasadions se recondsl @

mecessy Lo pormit preparstion of finencinl fstoments in accordmce

wilh U5 G.!.M‘ wnil thal receipts and expendstures are being mede

anly im accordhnce with aulhorations of the Firm's managemont and
dirpctors wxl

*+ Provide reasonsble assurance reganding prevention or timely deteciion
af unm ot weed soduuisiion, uee of disposiisen of Firm mscts that could
have n material effect on the Firm's fimancial datements,

Because of fs mwheanl lmmlalions, mbemal coniesl over  fnasond
reporimg may nol prevesd of defod mistatemonls. Als, projoctions of
any evahuation of effediveness 1o fitlure periods are sohjoct 1o the rid: that
controls may become mudoquale because of changes i conditions, or ibat
the degree of complimce with the policics or procodures may detoriorale.

Mangoment asscssed the clfectivencss of the Firm's mienml contral over
Mmsnoad reporimg 85 of December 31, 2018, In making this ssscsment,
mamagemonl uzed the eriberm st forth by the Commatlee of Sponsaring
Organizations of the Treadwwy Commision (005070 m Aifernal
L& Fran J0id. Based on m i's
assesament and thoss oriteris, mmmsgement believes thal the Firm
muaimlained cffedive intomal control ower ficasdal roporting as of
[ecember 31, 2008,

The Ferm*s mdependont regisiered jpublic sccounting firm his sudited and
igmeed a report on the Firm's imemal contral over dinancial reporing.
wihich appears below,

156
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Morgan Stanley

Report of Independent Registered Public Accounting Firm

To the Sharchobders and ibe Board of Directors of Morgsn Stankey:
Opindon on Intermal Control over Flivancial Reporting

We have sudited the mtemal controd over financial reporting of Morgsn
Stantey and subsidiaries {the “Frm™) & of Decanber 31, 2018, based on
criteria edublished in buemial Cossrol —  Integreved  Fromework
{2003 issued by the Comnutiee of Sponsorng Organizations of the
Treadway Commdssion (00G0), Inour opinion. the Firm maintsined, in
all materinl respedts, effective intamal control over fmamcial reponing as
of December 31, 2018, based on crilerin esteblished i Internial Control
— Infegrmted Framework {20031 Baed by CO80,

We have also audted, m accordance with the ftandards af the Public
Comguay Accounting Crversight Board (United Siates) (PCAGH)L the
consoludabed financial sastemeans of the Firm as of and for the year ended
Decomber 31, 2008 and our repon dated Febnoary 36, 2009, ogresed
an andqualified opnion on those financial Astements

Basls For Opliskon

The Firm"s mamagement is dhle for g cifective intoml
control over fmancial rqn'lug Ibd for s ascssmot of e
effediveness of intermal contral aver fnancial reponing, mcloded in the
accompanying Managsament’s Report ea Intemal Control Ower Fasncil
Reporting, Our regponsibility is do express an opinion on the Firm's
iernal contrel ever fimandal mg based on our sudit. We oc a
public accoumling fimm registered with the FCACH and are required 1o be
independent with respect 10 the Firm in sccordance with the U5 federal
sequrities laws and the applicsble nules snd regulstions of the Sequrilies
and Exclamge Commission and the PO ACE,

We gondoced our sudit in scoordsnce with the sendssds of e
PCACB. These starsdards requine thal we plan aned perform the audil 1o
ohinin rezsonuble ssranc: shout

.
Rew Yok, New Yok
Fabruwry 26, 2009

167

whether eifective mntermal controll over fnancial reporting was malntamed
in sl material respects. Our auds mcluded obiainng an understanding of
intarmal control over Msmcial foporting, assessing e risk (hat & matomal
weakness exists, tedting mwl evalusting the design mnd opernling
cffectiveness of infemad conirel based om lhe assessed sk, and
performing auch other procedures % we considered mecesswry in the
ciraumstances. We belicve that our sdil provides o neasonalde basis Tor
oo oftingon,

Definition and  Limiations of Ifermal Comtrod over  Financial
Reparting

A company’s inbernal contrel ever fmancial repoting s & process
designed 1p provide rosomble aswnnce regardng the relishility of
fmencial reporting and the preparstion of financial sialemels for eemal
paiposcs n accordincs with gemerally acocpied acooanling principles. A
company”s it emall control over limandial reporting mcludes thoee polices
and procedures that (1) peftain o the mantoaance of reconds that, m
remsonable detuil, scourstely and fairly reflect the ransadins and
dispositions of the assats of the company, (2)provide reasomble
assarmce that transaciions are recorded &s necesary to pamill preparation
af limancal Adements in nocordmee wigh generally acoopled aocounling
principles, and ihat receipts and expendinees of the company we being
manke only in scoordance with suthorizations of managenan and directors
of the company, med (Siprovide reasomable assormce reganding
provention or timdy doedlion of unaulbseired soguasition, wse, o
digposition of the congpamy’s wsmels that could have a material effed on
the Tnimcrnl stalerivemnls.

Becase of @8 imherant limitathons, fnternal contral over fenamcial
repariing mury mol prevent of detect misstatanents. Also, projedions off
any evaluation of efedivemess o fiiae pericds ane sabject 1o the risk that
controls may become mdeqeate becmise of changes in conditions, or (hat
the degres of comnpliance with the policies or procedures my deberiomle,

Decembar 2016 Form 10-K
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders and Board of Directors of Morgan Stanley:

Opinion on the Financia Statements

We have audited the accompanying consolidated bal ance sheets of Morgan Stanley and subsidiaries (the “Firm”) as of
December 31, 2018 and 2017, the related consolidated income statements, comprehensive income statements, cash flow
statements and statements of changes in total equity for each of the three years ended December 31, 2018, 2017, and 2016, and
the related notes (collectively referred to asthe “financial statements’). In our opinion, the financial statements present fairly,
in all material respects, the financial position of the Firm as of December 31, 2018 and 2017, and the results of its operations
and its cash flows for each of the three years ended December 31, 2018, 2017, and 2016, 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, 2018, 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 26, 2019, expressed an unqualified opinion on the Firm’s internal control over
financial reporting.

Basis for Opinion

These financial statements are the responsibility of the Firm’s management. Our responsibility is to 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 financia 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 26, 2019

We have served asthe Firm's auditor since 1997.
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