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72 79 64 33 20
- - - 2 (14)
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1 1 1 1 1
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$ 5 6 $ 6 8
1,687 2,180 1,524 1,969
14 18 6 8
( 27,977 36,149 23,972 30,974
134 173 58 75
$ 29,817 38,527 $ 25,566 33,034
$ - - $ 3 4
64 83 - -
17 22 16 21
- - 22 28
(30,017 26,206 30,145 38,950 26,211 33,867
$ 30,226 39,055 $ 26,252 33,920

)
44 57 44 57
(453) (585) (730) (943)
) (409) (528) (686) (886)
( $ 29,817 38,527 $ 25,566 33,034
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®) (10) 47 61
(98) @127) (44) G7)
1 1 1 1
1,675 2,164 655 846
(4,352) (5,623) (4,659) (6,020)
(4,352) (5,623) (4,659) (6,020)
17,216 22,245 12,183 15,742
(14,540) (18,787) (8,176) (10,564)
2,676 3,458 4,007 5,177
@ (€Y) 3 4
6 8 3 4
5 6 $ 6 8
71 92 $ 78 101
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31 40 (394) (509) (363) (469)
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2021 12 31 44 57 $ (453) (585) $ (409) (528)
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@

$ - $ 2,535 76 $ - $ 2,611

- 103 22 - 125

- 31 8 - 39

- 6 2 - 8

@ - (950) (108) (38) (1,096)
- 1,725 - (38) 1,687

$ - $ 1,725 $ - $ (38 $ 1,687

$ - $ 1,725 $ - $ (38 $ 1,687

$ - $ 309 $ 95 $ - $ 404

- 557 32 - 589

- 84 18 - 102

- - 1 - 1

@ - (950) (146) - (1,096)
$ - $ - $ - $ - $ -

- 28,860 1,157 - 30,017

$ - $ 28,860 $ 1,157 $ - $ 30,017

@
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$ - $ 1,690 $ 168 $ 1,858
- 178 15 193
- 120 - 120
- 1 - 1
@ - (541) (107) (648)
- 1,448 76 1,524
$ - $ 1,448 $ 76 $ 1,524
$ - $ 1,448 $ 76 $ 1,524
$ - $ 157 $ 62 $ 219
- 337 45 382
; 48 - 48
- 2 - 2
@ - (541) (107) (648)
- 3 - 3
$ - $ 3 $ -8 3
- 24,443 1,763 26,206
$ - $ 24,446 $ 1,763 $ 26,209

€))
2020 12 31
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C )
$ (106) $ 59 $ Q) $ - $ 102 $ 83 $ 19 $ 4
30 () - - () (20) 10 -
- 1 - - - - @ -
- 3 - - 39 (26) 10 -
« ) (76) 62 (D) - 140 37 38 4
1,763 31 - 385 (111) (849) 1,157 35
( ) $ 1,687 $ 93 $ Q) $ 385 $ 29 $(812) $ 1,195 $ 39
(1) 2021 12 31
( )849
@
2020
( )
2019 2020
12 31 12 31
«C )
(€Y «C )
( )
C )
$ 5 $ 155 $  (® $ - $ 46 $ 6 $ (106) $ 161
®) - - - 36 ) 30 -
() - 155 ®) - 82 5 (76) 161
2,245 (192) - 335 (255) (754) 1,763 (188)
( ) $ 2,245 $ @3N $  (® $ 335 $ (173) $ (749) $ 1,687 $ (@D
(1) 2020 12 31
( )754

@
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-72 5 (-30 ) 80 -5 (-35 )
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6 $ 6 - $ 6
6 - 6 6
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58 - 58 58
22 $ - 23 $ 23
5 - 5 5
(
)
@
$ (2,053) $ 72 (2,125)
$ (1,426) $ 79 (1,505)
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@ @D

$ 2,611 $ 10,157 $ 404 $ 9,170

125 2,207 589 5,961

39 616 102 1,403

8 50 1 55

« ) 2,783 13,030 1,096 16,589
(1,096) (1,096)
$ 1,687 $ -

( )
2020 12 31

@ @

$ 1,858 $ 22,377 $ 219 $ 4,705

193 3,369 382 3,686

120 985 48 174

1 25 2 18

« ) 2,172 26,756 651 8,583
(648) (648)

$ 1,524 $ 3

@
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2021 2020

$ (103) $ (163)

(40) (18)

9 12

€)) o

$ (135) $ (170)

( )

2021 2020
@ @ 12 31 12 31

12 $ - $ 189 $ 189 $ 76

2021 $ - $ - $ - $ 3,409

2022 109 3,298 3,407 3,147

2023 67 4,577 4,644 3,908

2024 78 4,400 4,478 2,328

2025 152 1,825 1,977 2,198

2026 184 3,532 3,716 1,278

4,811 6,923 11,734 9,867

$ 5,401 $ 24,555 $ 29,956 $ 26,135

$ 5,401 $ 24,744 $ 30,145 $ 26,211

®) 3.75% N/M
@
@)
€©)]
2021 12 31 2020 12 31
17,216 12,183
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MORGAN STANLEY FINANCE LLC
STATEMENTS OF FINANCIAL CONDITION

(In millions of dollars, except where noted)

Al Al
December 31,  December 31,
1 2020

Assets
Cash 5 58 i
Trading assets at fair value 1,687 1524
Receivables:

Broker dealers 14 6

Motes receivable from Parent 27,977 23912
__Intercompany from Parent 134 58
Total Assets 8 0817 5 25,5060
Liabilities
Trading Labalities a1 fair value ] - 8 3
Payables:

Broker dealers 64 -

Interest 17 16

Intercompany to Parent - 22
Borrowings (meludes 830,017 and 526,206 at fair value) 30145 26211
Tatal Liabilitics 5 26 5 26,252
Commitments and contingent liabilities (See Note 8)
Mlem ber’s equity:

Additional paid-in capital 4+ 4

Aceumulated other comprehensive loss {453) {730}
Tut al mem ber’s equity (deficit) [E1] (656)
Tutal Liabilities and Member®s equity (deficit) 5 29517 5 25,506

See Motes to the Financial Statements
S50
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AORGAN STANLEY FINANCE LLC
STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(In millions of dollars, except where noted)

2021 2020
Revenues
Trading' g (135) § (170}
Interest income 207 240
Total Revenues 2 79
Expenses
Interest expense 712 79
Total Expenses 72 70
Income (loss ) before income laxes - -
Net income {loss) . .
Other comprehensive income (loss) 277 (394)
Comprehensive loss 5 277 3 (394

{13 Trwding revenues comprise relabed party ansd non-nel s ed pasty components. For fiurther informalion sec notes 3 and 5

See Motes to the Financial Statements
-
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AORGAN STANLEY FINANCE LLC
STATEMENTS OF CASH FLOWS
(In millions of dollars, except where noted)
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2021 2020
Cash MNows lrom operating activities:
et income {loss) b - ] -

Adjustments to reconcile net income (loss ) to net cash provided

by operating activities:

Net changes in asset and labilities:

Trading assets, net of Trading liabilitics 1.780 651
Broker dealers (%) 47
Intercompany {Parent) (98] {44}
Interest 1 1
Net cash provided by operating activitices 1.675 655
Cash Mows lrom investing activities:
Met payments for:

Wodes receivable from Parent {4,357 {4.659)
Net cash used for investing activities {4.350) (4.659)
Cash Mows from Onancing activities:

Proceeds from:

Bomowings 17.216 12,183
Payments for;

Bormowings (14.540) (8. 176)
Met cash provided by linancing activities 26706 4.007
Effect of exchange rate changes on cash = =
MNet (decrease) [ increase in cash (1) 3
Cash at beginning of the period [ 3
Cash at end of the period 5 5 b &
Supplemental Disclosure of Cash Flow Information:

Cash payments for inferest g 71 £ 78

See Motes to the Financial Statements
i
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MORGAN STANLEY FINANCE LLC

STATEMENTS OF CHANGES IN MEMBER'S EQUITY (DEFICIT)

(In millions of dollars, except where noted)
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Additional Accumulated other Total
paid-in com prehensive mem ber's
capital incomef{loss) equityi{deficit)

Balanee, December 31, 2009 5 13 s (336) 5 (323
Met change in equity il {304) (363}
Balanee, December 31, 2020 5 44 s (7300 5 {686)
Met change in accumulated other

comprehensive incoms - 277 277
Balance, December 31, 2021 3 44 5 (453) 5 {409y

See Motes to the Financial Statements

-
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MORGAN STANLEY FINANCE LLC
NOTES TO THE FINANCIAL STATEMENTS
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FOR THE YEARS ENDED DECEMBER 31, 2021 AND 2020

(In millivns of dollars, except where noted)

L. Introduction and Basis of Presentation
The Com pany

Morgan Stanley Finance LLC {the “Company™). a single
member limited liability corporation, is a wholly owned
subsidiary of Morgan Stanley (the “Parent”™).

The Company is a “finance subsidiary™ of the Parent, as
defined in SEC Regulation 5-X. The Company issues
structured noetes to the markeiplace that are fully and
unconditionally guaraniced by the Parent. Proceeds from
issances are lent 1o the Farent in the form of Intercompany
noles,

In 20106, the Company received a rating of BEE+ from
S&P. See the “Glossary of Common Terms and Acronyvms™
for the definition of certain terms and acronyms used
throughout the notes to the financial statements.

A reclassification has been made o the prior vear 1o
conformm to the current presentation as the Company will no
longer record income taxes on its financial statements under
ASL 2019-12, Simplifying the Accounting for fncome
Taxes, See Accounting Updates Adopted in 2021 for more
information, The Company has  adjusted  for  this
retrospectively through Member's couity (deficit).

Basis of Financial Information

The audited financial statements are prepared in accordance
with U5 GAAP, which requires the Company to make
cilimales and assumptions regarding the valuations of
certain financial mstruments, the outcome of legal matters,
and other matters that affect the financial statements and
related  disclosures. The Company believes that the
estimates  wiilized in the preparation of itz financial
statcments are prodent and reasonable, Actual results could
differ materially from these estimates.

The Company has evaluated subsequent events  for
adjustment to or disclosure i the financial statements
through April 22, 2022, the date on which the financial
statements arc available to be issued, and the Company has
not identificd any recordable or disclosable cvents, not
otherwise reported in the financial statements or the notes
thereto.

2. Significant Accounting Policies
Revenue Recognition
Trading

See “Fair Value of Financial Instruments™ below for
Trading revenue recognition discussions.

Fair Value of Financial Instruments

Instruments within Trading assets and Trading Habilities
are measured at fair value, as required or allowed by
accounting guidance, These financial instruments represent
derivatives the Company enters into with the Parent to
ceonomically hedge its Borrowings, which are primarnly
structured netes. Gams and losses on mstruments carried at
fair value are reflected in Trading revenves in the
Company’s Statements of comprehensive income (loss).

The farr value of OTC hnancual mstruments, including
dermvative contracts related to fnancial instruments. and
commoditics, is presented in the accompanying stalements
of financial condition on a net-by -counterparty basis, when
appropriale.

Fuair Valpe Option

The Company has elected the fair value option for certain
Bomowings (structured notes) that are risk managed on a
fair value basis to mitigate income statement volanlity
caused by measurement basis differences between the
clected mstruments and ther associated nsk management
iransactions or fo climinate complexitics of applying
certain accounting models,

Fuoir Valne Meavurement — Definition and Heerarchy

Fair value is defined as the price that would be received to
sell an asset or paid to transfer a lability (e, the “exit
price’”) in an  orderly transaction between  market
participants al the measurement date.

Fair value 15 a market-based measure considered from the
perspective of a market participant rather than an entity-
specific  measure.  Therefore,  even  when  marked
assumptions are not readily available, assumptions are sct
to reflect those that the Company believes market
participants would use in pricing the asset or liability at the
maeasurement date. Where the Company manages a group
of financial asscts, financial Babilitics and non financial
items on the basis of its net exposure to either market or
credit risk, the Company measures the fair value of that

69/123
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group of financial instruments comsistently with how
market participants would price the net sk exposure at the
measurement date.

In determining fair value, the Company uses various
valuation approaches and establishes a hierarchy for inputs
wsed in measuring fair value that requires the most
ohservable inpuis be used when available.

Observable inputs are inputs that market participanis would
use in pricing the asset or hability that were developed
based on market data obtained from sources mdependent of
the Company. Unobservable mputs are mnputs that reflect
assumplions  the Company  believes  other  market
participants would use in pricing the asset or hability that
are developed based on the best information available in the
circumstances, The fair value hierarchy is broken down into
three levels based on the observability of inputs as follows,
with Level 1 being the highest and Level 3 being the lowest

level:

Level [, Waluations based on quoted prices in active
markets that the Company has the ability to access for
identical assets or liabilities. Valuation adjustments, block
discounts and discounts for entityv-specific resinctions that
would nod transfer to market participants are not applicd to
Level 1 nstruments. Smee valuations are based on quoted
prices that are readily and regularly available in an active
market, valuation of these products does not entail a
significant degree of judgment,

Level 2. Valuations based on one or more quoted prices
markets that are not active or for which all significant inputs
are observable, cither directly or indirectly.

Level 3. Valuations based on inputs that are unobservable
and significant 1o the overall far value measurement.

The availability of observable mputs can vary from product
to product and is affected by a wide variety of factors,
including the type of product, whether the product 1= new
and not vet established in the marketplace, the liguidity of
markets and other characteristics particular to the product,
T the extent that valuation is based on models or inputs
that are less observable or unobservable in the market, the
determination of fair value requires more judgment,
Accordingly, the degree of judgment exercised by the
Company  in  determining  fair value s greatest for
instruments  categorized n Level 3 of the fair value
hierarchy.

The Company considers prices and inputs that are curment
as of the measurement date, including during periods of
market dislocation. In perieds of market dislocation, the

R
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observability of prices and inputs may be reduced for many
instriments, This condition could cause an instrment to be
reclassified from Level 1 1o Level 2 or from Level 2 1o
Level 3 of the fair value hierarchy. For additional
information, sce Node 4,

In cerlain cases, the inpuls used to measure Fair value may
fall into different levels of the fair value hicrarchy, In such
cases, the total fair value amount is disclosed in the level
appropriate for the lowest level input that is significant to
the total fair value of the asset or liability.

Valuation Technigques

OTC derivative contracts have bid and ask prices that can
be observed in the marketplace. Bid prices reflect the
highest price that a party is willing to pay for an assel. Ask
prices represent the lowest price that a party is willing to
accept for an asset. The Company carries positions at the
point within the bid-ask range that meet its best estimate of
fair value, For offsetting positions i the same fmancial
instrument, the same price within the bideask spread is used
to measure both the long and short positions.

Fair value for OTC denvative contracts s denved using
pricing models. Pricing models take inlo account the
contract terms, as well as multiple inputs, including, where
applicable, commodity prices. equily prices, inlerest rate
vield curves, comelation, option velatility, and currency
rates.

Where appropriate. valuation adjusiments are made 1o
aceount for various factors such as lguidity risk (bid-ask
adjustments). credit quality, model uncerainly  and
concentration risk. Adjustments for ligquidity risk adjust
model-derived mid-market amounts of Level 2 and Level 3
financial instraments for the bid-mid or mid-ask spread
requircd to properly reflect the exit price of a risk position.
Bid-mid and mad-ask spreads are marked to levels observed
in trade activity, broker guotes or other extenal third-party
data, Where these spreads are unobservable for the
particular position i question, spreads are derived from
obscrvable levels of similar positions,

The Company apphes credit-related valuation adjustments
to its Borrowings (structired notes) for which the fair value
option was elected, The Company considers the impact of
changes in its own eredit spreads based upon observations
of the secondary bond market spreads when measuring the
fair value for Borrowings. Such credit risk considerations
do not impact the valuation of derivative transactions with
the Parent as credit risk would not impact the exit price.

Adjustments for model uncertainty are taken for positions
whose underlying models are reliant on significant inputs
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that are neither directly nor indirectly observable, hence
requiring reliance on established theoretical concepts in
their derivation. These adjustments are derived by making
assessments of the possible degree of variability using
statistical approaches and market-based information where
possible,

See Moede 4 for a deseniption of valuation technigues applicd
to the major categonies of financial instruments measured
at fair value,

Interest Income and Ex pense

Interest income and Interest expense are accrued for
interest-carning  assets  and  interest-bearing  liabilities,
including Motes receivable, Receivables and Pavables with
the Parent, and Bormowings.

Interest income and Interest expense are recorded within
the Company’s stalements of comprehensive  income
depending on the nature of the mstrument and related
market conventions. When interest s included as a
component of the mstruments” fair valoe, interest is
included within Trading revenues. Otherwise. it is included
within Interest income or Inferest expense.

OiTsetting of Derivative Instruments

In connection with its dermvative activities with the Parent,
the Company enters into a master netting agreement with
the Parent. This agreement provides the Company with the
right. in the event of a default by the Parent. to net Parent’s
rights and obligations wnder the agresment and to liquidate
against any nel amount owed by the Parent.

For further imformation related to offsetting of derivatives,
see MNole 6.

Income Taxes

The Company is a single-member limated hability company
that is treated as a disregarded entity for foderal income tax
purposes, All current and deferred taxes have been acerued
by the Parent.  See Accounting Updates Adopted in 2021
Simplifying the Accounting for fncome Taxes.

Receivables from and Pavables to Broker Dealers

Feceivables from and Payables 1o Broker Dealers include
uisettled amounts related to Borrowings (strectured notes)
as well as amounts for securities failed to deliver, throngh
its broker dealer affiliates, by the Company to the purchaser
or failed to receive by the Company from the seller by the
settlement date,

L9
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Foreign Currencies

Gams or losses resulting from remeasurement of Foreign
curreney transactions are included in Trading revenues, and
amounts recognized in statements of comprehensive
income (loss) are translated at the rate of exchange on the
respective date of recognition for each amount.

Accounting Updates Adopted in 2021
Simplifying the Accounting for Income Taves

This aceounting update provided an option for entities that
arg disregarded by the taxing authoritics for income tax
purposes to push down income taxes to its financial
statements, As a result, the Company has not made such an
glection and therefore will no longer push down income
taxes to its financial statements. The Company has adjusted
for this retrospectively through Member's equity.  The
accounting update also mcluded other changes to ASC 740,
Income Taxes, however, such changes did not impact the
Company, This update was adopted as of January 1, 2021,

Accounting Development Updates

The FASB has issued certain accounting updates that apply
to the Company. Accounting updates were assessed and are
not expected to have a sigmificant impact on the Company’s
financial statements.

3. Related Party Transactions

Motes receivable from Parent represents the proceeds from
Borrowings (structured notes) which are lent to the Parent
at rates established by the treasury function of the Parent
and 1is comsolidated subsidianes {ihe “Firm"), and are
pavable on demand. These rates are periodically reassessed
and intended to approximate the market rate of inferest that
the Firm incurs in funding ils business.

Intercompany receivables from and payables to the Parent
represents additional funding provided 1o and received
from the Farent which is unsecured, payable on demand,
and bears interest al rates established by the treasury
function of the Firm. These rates are pericdically assessed
and intended to approximate the market rate of interest that
the Firm incurs in funding its business,

Reecivables from and payables to Broker dealers represent
unsettled amounts related to Bommowings (structured notes)
that broker dealer affiliates distribute for the Company.
These receivables are unsecured and payable on demand.

Trading assects and liabilitics and the associated Trading
revenues mainly represent OTC derivative transactions the
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Company enters into with the Parent to economically hedpe
its Borrowings (structurcd notes) as well as any mark to
market movements on these OTC derivative transactions.

Interest income and expense are caleulated daily based on
the Motes recervable and Intercompany receivables from
amd payables to the Parent.

The activities of the Company include significant
transactions with affiliates and may not necessanly be
imdicative of the conditions that would have existed or the
resulls of operations if the Company had operated as an

unaffiliated busincss,
J‘.‘ J‘.‘
December December
31, 2021 31, 220
Assets and receivables from
affiliated companies
va;l.in,g. assets 5 1687 & 1.524
Receivables — Broker dealers 1 &
Recervables — Notes " 5 £
recervable from Parent el 25972
Recevables — Intercompany 124 ag
from Parent
Linhilities and payables (o
alfiliated ¢onm panies
Pavables — Intercompany to 5 . 5 44
Paremt o
2021 2020

Revenues and Expenses from
{transfer to) afliliated companics:
Trading 3 199 & 1,253
Interest income 207 249

=10 -

721123



EDINETOOOO
o o o o o o =5 2K )
oOoOooodn

4. Fair Values

Assets and Liabilities Measured st Fair Value on a Recurring Basis

A December 31, 2021
Level 1 Level 2 Level 3 Netting™ Toial
Assets al Fair Value
Trading assects
OTC Denvative contrsts:
Equity contracts 5 - 8 2535 & T & = K 2611
Interest rate contracts - 103 X2 - 125
Foreign exchange contracts - 3l b3 - 39
Commedity conlracts - [ 2 - ]
ﬁﬂTinJ._:‘“ . (E801) {108 (3%) {1006
Total OTC derivative conracts : 1,725 . (3%) 1,687
Total rading assels 5 - & 1.725 § . (38 g 1.687
Total assels oi Fair value % - 5 1,725 b a (35 = 1,687
Liabilities at Fair Value
Trading liabilities
OTC Denivative contracts;
Equity comiracts 5 - 5 EL 5 95 - 5 LIS
Inerest rate contracts . 357 312 - 80
Foreign exchange contracts - 84 18 = 102
Commuodity contracts - . 1 = 1
Neting : (9301} (146) . (1,096)
Total OTC derivative conracts - - - - -
Taotal trading liabilities 5 - 8 - 8 - = & -
Borrowings - Structured Notes - 28860 1,157 - 300017
Total liabilities at fair value b - % 18,860 5 1157 - & 3007

7 For pustions with the same counlerpany that erossever the bevelts of the fair value Bierardiy, countespany meiting tsincluded in the columnialed “Neming™.

Positions clessified within the sume level that wre the sme comlerparty are nefied within that level. For further mfomestion on demmalive mdromanis, soe
Hote &

=115
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Al December 31, 2020
Level 1 Level 2 Level 3 Tatal
Assets i Fair Value
Trading assets:
OTC Dervative contracts:
Eepanty comrasts 5 - 5 1690 8§ 168 5 1,358
Interest rate coniracts - 178 15 193
Foreign exchange contracts - 120 - 120
Commadity contracis - 1 . 1
Netting ' - (541) {107 (645]
Total OTC denvative contracts - 1,448 76 1,524
Toaal trading: assets - - & j448 % T& & 1,534
Total assels af fair value 5 - 5 1448 S T 5 1544
Liabilities at Fair Value
Trading hiabulities:
OTC Derivative contracts:
Ecpaity comtracts $ - 5 157 % a2 § 29
Interest rate contracts - 337 45 382
Foreign exchange contracts - 48 - 48
Commaodity contracts - 2 - 2
Mettimg - {541) {107 (48]
Totel OTC denvative contracts - 3 . 3
Tozal trading habilities 5 - § 3 5 - 5 3
Borrowings - Structured Motes - 24,443 1. 763 26,206
Total labilities at fair value 5 - 5 4446 5 1,703 5 26,209

W Postions classficd within the sene level that s with the sanse counlerpany are netied within (ke colume for that level. As of December 31 2020, ihere were no
posilions with the same counlerpary classficd in differont levels af the fair valoe hierarchy . For fisther information on derivalive instnamomis, sec ol 6.

-12-
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Valuation Technigues for Asscts and Linbilities Measured at Fair Value on o Becurring Basis

Asset and Liability / Valuation Technigue Valuation Hierarchy Classification
O Devivative Contracts
¢ OTC denvative comtracts melude forward, swap and option » Level 2 - when valued using observable inputs, or
contracts related 1o miterest rates, foreign currencies, eredit standing where the unchservable input is not deemed significant
of reference entities, equity prices or commaodity prices.

+ Depending on the product and the terms of the transaction, the far + Level 3 - if an uncobservable mput 15 deemed
vale of OTC denvative products can be modeled usmg a senes of sigraficant
technigques, meluding closed-form analvtic formulas, such as the
Black-Scholes option-pricing model, simulation models or a
combination thereof. Many pricing models do ot entail material
subjectivity as the methodologies emploved do not necessitate
significant judgment, since model mputs may be observed from
actively quoted markeis, as is the case for gemeric interest rate
swaps, and many equity, commodity and foreign cumency option
contracts. In the case of more established dervative products, the
pricing models used by the Company are widely accepted by the

fmancial services mdustry.

More complex OTC derivative products are typically less higqud and
require mare judgment in the implementation of the valustion
technique since direct trading activity or quotes are unobservable,
This includes certain types of interest rate denvatives with volatility
and comelation exposure, equity. and commodity or foreign
currensy dervatives that are enther longer-dated or include exposure
to multipbe underlyimgs. Where these inputs are unobservable,
relationships to observable data points, based on historical andior
implied observations, may be employed as a technique to estimate
the model input valuwes.

For further information on the valuation lechnigques for OTC
derivative products, see Note 2,

Berrowings - Struchured Notes

* The Company issues sinuctured notes which are primarily com posed = Level 2 - when valued usng observable inputs, or
of: instruments whose payments and redemption vahses are linked where the unobservable input is not deemed significant
1o the performance of a specific index, a basket of stocks, a speaific
equity securaty, a commaodity, a credit exposure; and instruments
with varsous interest-rate-related features including step-ups, step-
downs, and zero coupons.

* Level 3 - in instances where the uncbservable inputs
are deemed sigmilicant

* Fair valwe 15 determ ned using valuation models for the denvative
windl debt portions of the notes. These models incosporate observable
inputs referencing identical or comparable secunties, including
prices 1o which the notes are linked, interest rate yvield curves, option
volatility and curmency rates, and commaodity or equaty prices.

+ Independent, external and traded prices for the notes are considered
as well as the mpact of the Company’s own credit spreads, which
are based on observed secondary bond market spreads,

-13-
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Rollforward of Level 3 Assets and Liabilities Measured at Fair Value on a Recurring Basis for 2021

Ending
Bearinning Halance
Bakance # Tial Fleaheed il Unirealized
Decensber vl Unreslizesd Sales wnl et Drecember Ciaims:
31, kD rains L ossesh Purchascs [t rvioos: Sefllemenls Transfers" X1, 20 L omses)
e Linbilligies at Fair
Value
Met OTC denvative
ComRracts
Enuily contracts £ 6y 5 ] in % - 8 10 5 23 % 19 % 1
Ererest rale
cofiracts a0 il = = [} {20 10 -
Commudty
Coiracts - 1 - = - - (1 -
Forcign e dhange
comitracts - 3 - = 39 {260 jL1] -
Tolal net OTC
degivalive conimds {ra) 62 in - 140 37 L] 4
Borrowings -
Stnscturesd Notes 1,763 3l - 188 L] 345} 1,157 15
et Liabilities at Fair
Vialue 5 1,487 % a3 % e £ 9 % %13y % 1198 & EE)

W Dairang the vear ended Decemibser 31 202 1, the Compamy transfernad from Level 3 ta Level 2 3849 ol Bomowings (dricamed notes) due o a redudion in the sipnilicmoe of

the umobsorvable inpuls relaing 1o volatiliy.

@ Net OTC denivative contreds repeesent. Trading hhilgies. net of Tradieg assets. Ansots are presanted before coumt i
P APty

Rollforward of Level 3 Assets and Liahilities Measured at Fair Value on 2 Recurring Basis for 2020

Beginnisg Ernling
Bialwmce at Totnl Realieed Balance al Unrealized
December el Unrealized Sales and het [recember Ciains
3119 ains (Losses) Puschascs Issamics Setilernans Transfiers " 31, 2020 {Losses)
et Liatdlites at Falr
Value
Met OTC derivative
contras T
Equity contracis 3 L % [ s % - % 5 L1 ity 4 14]
Enleresd mle
cofTiracis {5} - - = 6 [IL1] 10 -
Taolal net OTC
diefrivalive conlfads - 158 21 - £ (Rl L&l
Horrowings -
Sirciured MNoles 28 (LR = 138 255y 756 1.763 {188}
Ml Liabilinles at Fair
Value ] 2HE 5 37) [E 3 RLL {173 & [T48) § 1687 4§ {217}

" During the year codod Decembser 34, 2000, the Company transfermed from Level 3 to Levd 2 3754 of Bomowings {drnctonod notes) due to a redudion in the significmoe of

the nmakservable inpuls refating 1o volatility.

(%1}

The unrealized gains (losses) dunng the peniod for assets
and liahilities within the Level 3 catezory may include
changes m for wvalue during the penod that were
atiributable to both ebservable and unobservable mputs.
Total realized and unrealized gains (losses) are primarily
included in Trading revenues in the stalements of
comprehensive income { loss ),
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Significant Unobservable Inputs Used in Recurring
Level 3 Fair Value Measurements

Valuation Technigques and Unobservable Inputs
Bakanor/Bange (Average)!

December 31, December 31,
I A mllaiel, dN0RSE § Rt ki | Hiy
Met Liabilithes af Fair Value
Mot OTC denviative conlraots:
Equaty contracts ™ ¢ 1§ (106)
Cption Model:
Equity Valulidiy et el Thato TH 24

Equity Valalidity <385 R0 P (PG} -3 o P (0PRR)
ehew

Equity - Equily Ao to B (195} 0P 1o B (954%)
comelation
Equity — Foreign
exchange
comelution

ST 10 50 (-3G)  -B0R 1 5% (-15%)

FLcmm'il'lg;h 5 L1557 § 1,763
Strochured Notes
Option Modal:

Equity Valalidity

Thato B5% (9%} Ta o 62% (28%)

EQIE}'\’{-I!{"!H} = Iein O (0% - o O (0
shew
Edquity = Equity

comelstion

GG o DE R, {R59;) AP o TN (DG

Equity = Foreign a5 5% 1o M (<2800
exEnge

comelation
LA S

=H0 Lo <58 (1T %)

A single amount is disclosed for range and average when there
15 mo sigmificant diftference between the mimmman, masdammem
and average, Amounls fepresent weighted aversges except
where ample averages and the median of the inputs when
o relevant

Inclades OTC demrvative contracts wath multiple nsks (fe,
Twvbmd prochscts)

The previous tables provide information on the valuation
techniques, significant unobservable inpwts, and their
ranges and averages for cach major category of assets and
liabilities measured at fair value on a recurring basis with a
significant Level 3 balance. The level of aggregation and
breadih of products canse the range of mpuis to be wide
and not evenly distributed across the inventory of financial
instruments. Further, the range of unobservable mputs may
differ across firms in the financial services industry
because of diversity in the tvpes of products imcluded in
cach firm’s inventory. Generally, there are no predictable
relationships between multiple significant unobservable

=]15-
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mputs attributable to a given valuation technique. During
2021, there were no significant revisions made to the
deseriptions of the Firm’s significant unobservable inputs,

An inerease (decrease) to the following  significant
unobservable inputs would generally result in an impact to
the fair value, but the magnitude and direction of the impact
would depend on whether the Company 1s long or short the

exposure,

o Correlation: A pricing input where the payvofT is driven
by more than one underlving risk, Correlation 15 a
measure of the relationship between the movement of
two variables (e, how the change in one vaniable
influences a change in the other variable ).

o Interest rate curve: The term structure of interest rates
{relationzhip between interest rates and the time 1o
maturity) and a market’s measure of future interest
rates al the time of observation. An intercst rale curve
i5 used to sel interest rate and foreign exchange
derivative cash flows and is a pricing input used in the
discounting of any OTC derivative cash Mow.

o Polanili: The measure of variability in possible
returns for an instrument given how mwch that
nstrument changes in value over time. Volatility is a
pricing input for options and, generally, the lower the
volatilitv, the less risky the option. The level of
volatility used in the valuation of a particular option
depends on a number of feetors, ineleding the nature of
the rsk underlyving that option, the tenor and the strike
price of the option.

o Folatlity skew: The measure of the difference in

implicd volatility for options with identical underlicrs
and expiry dates but with different strikes.
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Financial Instruments Nod Measured at Fair Value

At December 31, 2021
Fair Value Level
Carrving Value Level | Level 2 Level 3 Total

Financial Assets
Cash 5 % 55 - 5 - 5
Recenvables:

Broker dealers 14 14 - 14
Notes receivable from

Parent 27977 279717 - 27977

[ntercom pany from Parent 134 - 136 - 136
Financial Liabilities
Payables: "

Broker dealers & - &4 - 64
Bommowings 128 - 128 - 128

Al Decem ber 31, 2024
Fair Value Level
Carrying Value Level 1 Level 2 Level 3 Toml

Financial Asseis
Cash 6% [ - 3 3
Recervables:

Broker dealers [ [ 3
Wotes receivable from

Parent 23,972 23972 23972

Intercompany from Parent 58 58 5%
Financial Liabilities
Payables: ™

Intercompany to Parent 22 3 5 rx B ] =3
Borrowings 3 3

W scerued imeres pavabiles have boen excluded. Carying valu e appronimates fur vakie fof teas payables.

5. Fair Value Option

The Company elected the fair value option for Borrowings
istructured notes) that are risk managed on a far value
basis to mitigate income statement volatility caused by

measurement  basis  differences  between  the

elected

instruments  and  their  associated  risk  management
tramsactions or to eliminate complexitics of applving

certain accounting models,

=16 <
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Net Revenues from Borrowings under the Fair Value
Option

Trading Interest Net
Revenues Expense Revenues™
21
Borrowings® 3§ (2.033] 8 T2 5 (2,125}
Zik2i
Borrowings™  § {1,426) 8 705 {1,505)

Unrealipad DVA gams {kasscs) are recordod m OO0 and, when realivad, in
_ Trwding revenues. For sbditional information, sce Noles 2 ad 9.
T Aot do mod reflect any gais or loeess from refaled econoemic hedges

Gains (losses) from changes in fair valee are recorded in
Trading revenues and are mainly attributable to movements
in the reference price or index. interest rates, or foreign
exchange rafes,

Gains {Losses) due to Changes in Instrument-S pecific
Credit Risk

Trading
Revenues O]
021
Borrowings™! 5 (13 % 277
ozo
Borrowings'lt -3 [ (377

" Unrealized DV A gains Closes) we recorded in OO1 and, when realized, m
Trackeg revenics, For sddatsonal information, soc Noles T and 9,

6. Derivative Instruments
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Barrowings Measured st Fair Value on a Recurring Basis

At Al
December December
31, 2021 31, 2020

Business Unil
Responsible Tor Risk
Management
Equity 5 0719 % 17,824
Interest rates 9023 8177
Foreign exchange 161 150
Commodities 114 55
Total 5 30,017 5 26,204

Difference between Contractual Principal and Fair

Value "
Ad At
Decenber D cema bir
31, 2021 31, 2020
Borrowings 3 3l g a7s

1y Amounis indicale contractsd prssipal presdor tham o (hess than ) far value
1% Exchedes borrowsgs: {(snsctured nobes) whsere the repayment of the initizl
il amound Mhictusties based on chang s in anclaenoe price of mede

The Company uses OTC swaps, forwards, options and other denvatives referencing, among other things, nterest rales,
currencies, commodity products, and equily securitics as part of the hedging strategy for structured notes. The Company

does not apply hedge accounting.

Fair Values and Notionals Derivative Contracts

Bilateral OTC
Ad December 31, 2021
Assets Liabilities
Fair Value Motional ! Fair Value Notional
OTC Derivative contracts
Equity 5 2611 S 10,157 % 404 5 Q170
Interest rate 125 2,207 SE 5,561
Foreggn exchange 39 Gl 102 1,403
Commodity ¥ 50 1 55
Total gross OTC derivalive confracts 1.TH3 13030 L0946 L, SHY
Amounts offset
Counterparty metting {1,056 {1,056}
Total in Trading assets 5 1,687 5 -
-17-
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Bilateral OTC
Liabilities
Fur Walue  Mononal 7' Fair Value  Notional ™
OTC Derivative confracts
Equity 3 1858 5 223N 5 2195 4,705
Interest rate 193 3,360 g2 3,686
Foreggn exchange 120 983 4% 174
Commodity 1 25 2 18
Toial gross €¥TC derivative contracts 172 26,756 651 5,583
Amounts offset
Counterparty netling (48] (648}
Total in Trading assets/liabilities 5 1,524 5 4

B The Campany beligyes thal the motional smounts of denvalive coniracts generally overdals ds eiposure. In most cifmmsianges nolsmal ansoamts are oaly used as
u referemce point from which 1o caloulate smommts owed between the partées 1o the contmect, Forthemeore, notional amounts do not refled the banefit of legally

enlforceable nellmg amraniimeaits of ! mslzalng ransdions.

The table below summarizes realized and unrealized gains
and losses, from derivative and non-derivative financial
instruments, included in Trading revenucs in the Statements
of Comprehensive Income (Laoss).

T, Borrowings

Maturities and Terms of Borrowings

P Al Al
Trading Revenues by Product Type Eﬂ"‘:’m ‘RT::HF Deceniber December
2021 2020 31,2021 31, 2020
Equity contracts 5 (103) 5 (163) Original maturitics of sne year or less
Interest rate contracls (405 (1% Mext 12
Bttt anchuiics SEOTagS & i months s i§ 1225 18903 76
Comn adity T 1) iy Original maturities greater than one year
Tatal 5 {135} & (170 Due in 2021 5 - 3 =3 -3 3409
Drue in 2022 i 3,208 3407 3147
DCrie 1m 2023 a7 4577 4644 3908
Drue in 2024 78 4,400 2,478 2,328
Due in 2025 152 1,825 1,977 2,198
Due in 2006 184 3,532 3,716 1,278
Thereafler 4811 6923 11,734 5,867
Total § 54018 24555 % 0036 % 24135
Total
Borrowings % 34001 % X744 8§ 30045 3 2621010
Weaghted
average
coupon rate at
_period-end & 3.75% M/

m Fiied rate borrowangs inchude instniments with step. up, stepdown and
zero compon feahmes,
Warisble rate boerowings bew merest based on & variety of indices,
Anvoumts inchede borrowings Imked to equity, aedit or other indices.
For the fixed mate barrowing, the weighted average coupaon rale fepresents
one isamance. Other 1siances by the Company are prsanaly camied al
fair value =0 weighted average coupon isnol meaningful

=18 -
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All of the Company”s Borrowings are considered Senior
Drebt. For the vear ended December 31, 2021 and December
31, 2020, the Company issued notes with a Tair value of
approvimately 517,216 and 512,153 respectively.

Certain senior debl securities are denominated in various
non-L5. dollar currencies and primarily structured 1o
provide a return that is linbked lo equity. credil. commodity
or other indices (e.z.. the conswmer price index). Senior
debt also may be structured to be callable by the Company
or extendible at the option of holders of the senior debt
securitics,

Semfor  Debt Borrewings  (structured  notes). The
Company’s Borrowings primanly mclude structured notes
carried and managed on a fair value basis, These include
instruments whose payments and redemption values are
linked to the performance of a specific index, a basket of
stocks, a specific equity sccurity, a commadity, a credit
exposurg, and instruments with varions intercst-rate-related
features including step-ups, step-downs, and zero coupons.
To minimize the exposure from such instruments, the
Company has entered into vanous OTC dervative swap
contracts and purchased options that effectively convert the
bomrowing costs into floating rates. The Company carrics
the entire Bomrowings (structured notes) at fair value, The
variows OTC derivative swaps and purchased options used
to cconomically hedge the embedded features are also
carried at fair value. Changes in fair value related to the
Borrowings (structured notes) and cconomic hedges are
reported in Trading revenues. See Notes 2 and 4 for further
information on Bormowings (structured notes).

8 Commitments, Guarantees and Contingencies

Legal

In the normal course of busingss, the Company may be
named, from time to time, as a defendant in various legal
actions, ncluding arbitrations, class actions and other
litigation, arising in connection with its activitics as a global
finanecial services mstitution. Certam of the actual or
threatened legal actions mclude claims for substantial
compensatory and'or penitive damages or claims for
indeterminate amounts of damages, In some cases, the
entities that would etherwise be the primary defendants in
such cases are hankrupl or are in financial distress,

The Company may also be mvelved. from time to time, in
other reviews, investigations and proceedings (both formal
and informal) by governmental and  sell-regulatory
apencies regarding the Company’s business, and imvolving,

EDINETOOOO
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among  other matters, sales and  trading  activities,
accounting and operational matters, certain of which may
resull in adverse judgments. settlements, fines, penaltics,
injunctions or other relief,

The Company contests lability and'or the amount of
damages as appropriate in each pending matter. Where
available information indicates that it is probable a liabality
had been incurred at the date of the financial statements and
the Company can reasonably estimate the amount of that
loss, the Company accrues the estimated loss by a charge to
MCCHTNE.

In many proceedings and investigations, however, it 1s
mherently difficult o determme whether any loss 1=
probable or even possible or to estimate the amount of any
loss, In addition, even where loss is possible or an exposure
to loss exists in excess of the lability already acomed with
respect toea previously recognized loss contingency, it s not
always possible to reasonably estimate the size of the
possible loss or range of loss.

For cetain legal procesdings and investigations, the
Company  cannol  reasonably  cstimate  such  losses,
particularly for proceedings and investigations where the
factual record is being developed or contested or where
plamtiffs or governmental agencies seck substantial or
indeterminate  damages, restitution,  disgorgement  or
penaltics. MNumerous issues may need o be resolved,
including  through  potentially  lengthy  discovery  and
determination of important faciual matters, determination
of issues related to class certification and the calculation of
damages or other relicf, and by addressing novel or
unsettled legal questions relevant to the proccedings or
imvestigations in question, before a loss or additional loss
or ranges of loss or ranges of additional loss can be
reasonably estimated for a proceeding or investigation.

For certain other legal proceedings and investigations, the
Company  can  cstimate  reasonably  possible  losscs,
additional losses, ranges of loss or ranges of additional loss
in excess of amounts accrued, but does not believe, based
on current knowledge and after consultation with counsel,
that such losses will have a matenial adverse effect on the
Company s financial statements as a whole.

_19-
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9. Accumulated Cther Comprehensive Income (Loss)

Changes in ACC]
Drebi Valuation

Balance al December 31, 20200 s {730
Chagee 10 et VAN 237
Balance st December 30, 2021 5 (453)
Balance al December 31, 2019 s {336)
Change in net [VAM (3%4)
Balance al December 31, 2020 5 (7300}

I A represients the change in the Tar vilue resulang froan M ons
in the Compamy’s credit spreads and other eredit factors related to
liabelities carmied at far value

1. Income Taxes

The Company s a single-member mited habalily company
that is treated as @ disregarded entity for federal income tax
purposcs, The Company is included in the consolidated
federal income tax return filed by the Parent. The Company
is included in the combined state and local income tax
retums with the Parent and cerdain other subsidianes of the
Parent. All current and deferred taxes have been acerued by
the Parent. Sce Accounting Updates Adopled in 2021

Semplifiang the Accounting for Incoine Taxes,
11. Subsequent Evenis

The Company has evaluated subsequent events for
adjustment to or disclosure in the financial statements
through April 22, 2022, the date on which the financial
statements are avanlable to be issued, and the Company has
not identificd any recondable or disclosable events. not
otherwise reported in the financial statements or the notles
therete.

Py
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[6)) (2021 29 )

®) (2021 29 )

(3) 2021 29 (2021 )

% 2021 29 (2021 )

(5) 2021 29 (2021 16 )
(6) 2021 29 (2021 27 )
7 2021 29 (2021 27 )
(8) 2021 29 (2021 28 )
9 2021 29 (2021 28 )
(10) 2021 29 (2021 29 )

(11) 2021 29 (2021 29 )

(12) 2021 29 (2021 )
(13) 2021 29 (2021 10 )
(14) 2021 29 (2021 18 )
(15) 2021 29 (2021 18 )
(16) 2021 29 (2021 30 )

@17) 2021 29 (2021 30 )

(18) 2021 29 (2021 )

(19) 2021 29 (2021 16 )
(20) 2021 29 (2021 16 )
1) (2021 29 )

(22) 2021 29 (2021 29 )

(23) 2021 29 (2021 10 )
(24) 2021 29 (2021 10 15 )
(25) 2021 29 (2021 10 20 )

(26) 2021 29 (2021 10 27 )

@7) 2021 29 (2021 11 )

(28) 2021 29 (2021 11 )

(29) 2021 29 (2021 11 )
(30) 2021 29 (2021 11 18 )

(31) 2021 29 (2021 11 18 )
(32) 2021 29 (2021 11 18 )
(33) 2021 29 (2021 11 19 )
(34) 2021 29 (2021 11 19 )

(35) 2021 29 (2021 11 22 )
(36) 2021 29 (2021 11 29 )
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(37) 2021 29 (2021 11 29 )
(38) 2021 29 (2021 12 14 )
(39) 2021 29 (2021 12 14 )
(40) 2021 29 (2021 12 16 )
(41) 2021 29 (2021 12 16 )
(42) 2021 29 (2021 12 17 )
(43) 2021 29 (2021 12 27 )
(44) 2021 29 (2022 26 )
(45) 2021 29 (2022 28 )
(46) 2021 29 (2022 28 )
47) 2021 29 (2022 28 )
(48) 2021 29 (2022 28 )
(49) 2021 29 (2022 )
(50) 2021 29 (2022 15 )
(51) 2021 29 (2022 15 )
(52) 2021 29 (2022 18 )
(53) 2021 29 (2022 28 )
(54) 2021 29 (2022 )
(55) 2021 29 (2022 )
(56) 2021 29 (2022 18 )
(57) 2021 29 (2022 25 )
(58) 2021 29 (2022 29 )
(59) 2021 29 (2022 28 )
(60) 2021 29 (2022 28 )
(61) 2021 29 (2022 11 )
(62) 2021 29 (2022 11 )
(63) 2021 29 (2022 19 )
(64) 2021 29 (2022 19 )
(65) 2021 29 (2022 24 )
(66) 2021 29 (2022 24 )
(67) 2021 29 (2022 24 )
(68) 2021 29 (2022 24 )
(69) 2021 29 (2022 24 )
(70) 2021 29 (2022 30 )
(71) 2021 29 (2022 31 )
(72) 2021 29 (2022 31 )
(73) 2021 29 (2022 15 )
(74) 2021 29 (2022 15 )
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2021 12 31
2017
2027
1,026,000,000 259,000,000 767,000,000
2017
2027
795,000,000 10,000,000 785,000,000
2017
2027 27
1,577,000,000 10,000,000 1,567,000,000
26

89/123



EDINETOOOO
o o o o o o =5 2K )

oogoodn
2017
2027 27
796,000,000 40,000,000 756,000,000
26
2017
2027 11
11 464,000,000 0 464,000,000
2017
2027 11
11 1,218,000,000 40,000,000 1,178,000,000
2017
2027 12
12 743,000,000 0 743,000,000
2017
2027 12
12 983,000,000 10,000,000 973,000,000
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2018
2028
690,000,000 0 690,000,000
2018
2028
687,000,000 0 687,000,000
2018
2028
326,000,000 0 326,000,000
2018
2028
685,000,000 60,000,000 625,000,000
2018
2028
662,000,000 0 662,000,000
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2018
2033 28 175,000,000 30,000,000 145,000,000
27
2018
2028
525,000,000 0 525,000,000
2018
2028 21
279,000,000 0 279,000,000
20
2018
2028 21
922,000,000 152,000,000 770,000,000
20
2018
2028 12 12 636,000,000 20,000,000 616,000,000
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2018
2028 12
12 2,084,000,000 220,000,000 1,864,000,000
2019
2029
1,386,000,000 10,000,000 1,376,000,000
2019
2029
760,000,000 0 760,000,000
2019
2029 26
1,006,000,000 0 1,006,000,000
25
2019
2029 26
218,000,000 10,000,000 208,000,000
25
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2019
2029
289,000,000 0 289,000,000
2019
2029
677,000,000 15,000,000 662,000,000
2019
25,000,000 25,000,000
2024 26 25
2019
2029
682,000,000 0 682,000,000
2019
2029
275,000,000 0 275,000,000
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2019
2029 12
12 451,000,000 0 451,000,000
2020
2035 27
4,554,000,000 0 4,554,000,000
26
2020
2035 27
4,118,000,000 0 4,118,000,000
26
2020
29,000,000 29,000,000
2030 26
25
2020
25,000,000 25,000,000
2025

95/123



EDINETOOOO
o o o o o o =5 2K )

oogoodn
2020
2035
484,000,000 0 484,000,000
2020
2035
276,000,000 0 276,000,000
2020
42,000,000 42,000,000
0
2030 24
23
2020
26,000,000 670,000 25,330,000
2030 26
25
2020
10,000,000 250,000 9,750,000
2023 25 25
2020
8,500,000 8,500,000
12 0
2023 12
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2021
8,000,000 8,000,000
2024
2021
2036
110,000,000 110,000,000
2021
8,000,000 8,000,000
2024
2021
2022 500,000,000 500,000,000
2021
18,022,000,000 18,022,000,000
2024 13
25
2021
2026 10
2,580,000,000 2,580,000,000
25

S&P500

97/123



EDINETOOOO
o o o o o o =5 2K )

oogoodn
2021
13,000,000 13,000,000
2024 28 29
2021
2026 10
9,575,000,000 0 9,575,000,000
29
S&P500
2021
2025 16 4,934,000,000 0 4,934,000,000
27
S&P500
2021
2026 12
12,246,000,000 0 12,246,000,000
27
S&P500
2021
2026 18
762,000,000 0 762,000,000
27
S&P500
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2021
2036 28
622,000,000 622,000,000
27
2021
2025 13 5,640,000,000 5,640,000,000
24
S&P500
2021
2026 10
23,214,000,000 23,214,000,000
25
S&P500
2021
20,000,000 20,000,000
2024 20 19
2021
2036
548,000,000 548,000,000
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2021
2036
1,465,000,000 0 1,465,000,000
2022 10
2021
300,000,000 0 300,000,000
10
2021
2023 17
300,000,000 0 300,000,000
16
2021
2023 27 400,000,000 0 400,000,000
26
2021
2025 15 1,441,000,000 0 1,441,000,000
25
S&P500
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2021
2026 10
3,429,000,000 0 3,429,000,000
26
S&P500
2021
2025 10 1,330,000,000 0 1,330,000,000
27
S&P500
2021
2026 14
3,308,000,000 0 3,308,000,000
27
S&P500
2021
2041 10 11 10 326,000,000 0 326,000,000
2021
2023 11 400,000,000 0 400,000,000
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2021

2023 25
11 400,000,000 400,000,000
26
2021

2025 11 10 11 965,000,000 965,000,000
26

S&P500
2021

2026 11 16
11 2,609,000,000 2,609,000,000
29

S&P500
2021

2026 11 30 11 46,700,000 46,700,000
29

Nasdaq100

2021

2033 11 30
11 18,600,000 18,600,000
29
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2021
2025 12 10 12 776,000,000 0 776,000,000
22
S&P500
2021
2026 12
12 2,150,000,000 0 2,150,000,000
21
S&P500
2021
2033 12 23
12 7,400,000 0 7,400,000
22
2021
2026 12 23 12 23,600,000 0 23,600,000
22
Nasdaq100
( 2021 2021 12 31 )
2022 29
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2022

@

2021

@

500,000,000

®

©)

3580

®
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201,922,097 2021

100
2022 10
€Y)
2021 10
@
300,000,000
®
*
13
®
288,410,000 2021 14
100
1,116,755,800 2021 22

100
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2023 17

@

2021 16

@

300,000,000

®

*

®

209,633,676 2021

100

2023 27

€))

2021 26

@

400,000,000

®
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*

®

272,849,863 2021 30

100

2023

@

2021 11

@

400,000,000

®

©)

®

157,210,911 2021 16

100

2023 25
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@

2021 11 26

@

400,000,000

®

*)

18 12

®

168,048,462 2021 11

100

2023

@

2022 28

@

400,000,000

®

*
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®
272,849,863 2022
100
2022
€Y)
52
2020 2021 31
2021 30
53
2021 10 2021 12 31
2022
24 19
2021
2021 20
@

2022 10

110/123



@

173
2021
2022 30

174
2022
2022 16

@

€))
120

2021
2022 21

@

2021 12 31
2022 31
24
2022
2022 31
24
2022

22
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2023 17
@
14
2021 2022 28
2022 25
24 19
2022 26
2022 14
@
2023 27
€y
184
2021 2022 31
2022 22
24 19

2022 23
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@
2023
€Y)
59
2021 2022 31
2022 21
24 19
2022 23
@
2023 25
@
13
2021 2022 31

2022 17
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€))
184

2021 2022
2022 22

@

31

24
2022

24
2022

20

23
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19
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19



10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

€Y)

S&P500

S&P500

S&P500

S&P500

S&P500

S&P500

S&P500

S&P500

S&P500

S&P500

S&P500

S&P500

S&P500

S&P500

S&P500

S&P500

S&P500

S&P500

S&P500
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2024

2026

2026

2025

2026

2026

2025

2026

2025

2026

2025

2026

2025

2026

2025

2026

2026

2027

2026

2027

2027

11

11

12

12

13

10

10

16

12

18

13

10

15

10

10

14

10

16

10

12

16

15

10
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22. 2027
S&P500
(2) D)
D)
225
S&P 500
@

1. 2026 10
S&P500

2. 2026 10
S&P500

3. 2025 16
S&P500

4. 2026 12
S&P500

5. 2026 18
S&P500

6. 2025 13
S&P500

7. 2026 10
S&P500

8. 2025 15
S&P500

9. 2026 10
S&P500

10. 2025 10
S&P500

11. 2026 14
S&P500

12. 2025 11 10
S&P500

13. 2026 11 16
S&P500
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14.
S&P500
15.
S&P500
16.
S&P500
17.
S&P500
18.
S&P500
19.
S&P500
20.
S&P500
€)
S&P 500
S&P 500 S&P
500
Nasdag100
@
1.
Nasdaqg100
2.
Nasdaqg100
3.
Nasdaq100
)
Nasdaql100

Nasdaq100
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2026 12
2026 12
2027 16
2026 15
2027 10
2027

o
2026 11 30
2026 12 23
2027
@
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Nasdaq100
MS Chess World
Switch NDQ Rolling Future and Intraday Momentum Strategy ER USD

MSNQ IMCW
Nasdaq100 Nasdaq100
Nasdaql100
Nasdaq100 Morgan Stanley Chess
World Index Nasdaqgl00 Equity Nasdaq Rolling Future
Morgan Stanley Non-Financial US Large Cap Long/Short Intraday Momentum Custom Series
6 Index
Morgan Stanley Chess World Index S&P500
Equity Nasdag Rolling Future Nasdaq 100
Nasdaql100 NQ1
Index Nasdaql100
NQ2 Index NQ1 Index NQ1 Index

Morgan Stanley Non-Financial US Large Cap Long/Short Intraday Momentum Custom Series 6 Index

Nasdaq100
Nasdaq100 Morgan Stanley Chess World Index
100%
200%
0% 200%
Nasdaqg100
https://www.bloomberg.co.jp/markets/stocks MSNQIMCW: IND
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( )
( )
2017 2018 2019 2020 2021

22,939.18 24,270.62 24,066.12 27,568.15 30,670.10
18,335.63 19,155.74 19,561.96 16,552.83 27,013.25

2021 2021 2021 2021 10 2021 11 2021 12
28,783.28 28,089.54 30,670.10 29,255.55 29,808.12 29,069.16
27,283.59 27,013.25 28,451.02 27,528.87 27,821.76 27,753.37

)
@
S&P 500 (S&P 500
( )
2017 2018 2019 2020 2021
2,690.16 2,930.75 3,240.02 3,756.07 4,793.06
2,257.83 2,351.10 2,447.89 2,237.40 3,700.65
2021 2021 2021 2021 10 2021 11 2021 12
4,384.63 4,528.79 4,487.70 4,605.38 4,704.54 4,793.06
4,258.49 4,387.16 4,307.54 4,300.46 4,567.00 4,513.04
)
S&P 500 (1)
Nasdaq100 (
Nasdaq100
( )
2017 2018 2019 2020 2021
681.58 795.44 966.06 1,909.29 2,104.85
538.23 675.98 739.05 943.86 1,628.82
2021 2021 2021 2021 10 2021 11 2021 12
1,923.93 1,978.64 1,988.23 1,990.52 2,084.56 2,104.85
1,848.24 1,884.16 1,951.55 1,927.72 1,997.45 1,987.91
)
Nasdaq100 (¢Y)
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2020 12 31
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LLP

2022 22
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INDEPENDENT AUDITORS REPORT

To the Board of Directors of
Morgan Stanley Finance, LLC

Opinion

We have audited the financial statements of Morgan Stanley Finance, LLC (the “Company”), awholly owned subsidiary
of Morgan Stanley (the “Parent”), which comprise the statements of financial condition as of December 31, 2021 and
December 31, 2020, and the related statements of comprehensive income (loss), cash flows, and changes in member’s
equity (deficit) for the years then ended, and the related notes to the financial statements (collectively referred to asthe
“financial statements”).

In our opinion, the accompanying financial statements present fairly, in al material respects, the financia position of the
Company as of December 31, 2021 and 2020, and the results of its operations and its cash flows for the years then ended
in accordance with accounting principles generally accepted in the United States of America.

Basisfor Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of America
(GAAYS). Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Financial Statements section of our report. We are required to be independent of the Company and to meet our
other ethical responsibilities, in accordance with the relevant ethical requirements relating to our audits. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide abasis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statementsin accordance with
accounting principles generally accepted in the United States of America, and for the design, implementation, and
maintenance of interna control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Company’s ability to continue as a going concern for
one year after the date that the financia statements are available to be issued.

Auditor' s Responsibilities for the Audit of the Financia Statements

Our objectives are to obtain reasonabl e assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and issue an auditor’'s report that includes the auditor's opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an
audit conducted in accordance with GAAS will always detect a material misstatement when it exists. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of interna control. Misstatements are
considered material if thereis asubstantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.
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In performing an audit in accordance with GAAS, we:

» Exercise professional judgment and maintain professional skepticism throughout the audit.

* Identify and assess the risks of material misstatement of the financia statements, whether due to fraud or error,
and design and perform audit procedures responsive to those risks. Such procedures include examining, on atest
basis, evidence regarding the amounts and disclosures in the financia statements.

» Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control. Accordingly, no such opinion is expressed.

» Evauate the appropriateness of accounting policies used and the reasonabl eness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

» Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Company’s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit, significant audit findings, and certain internal control-related matters that we identified during
the audit.

Emphasis of Matter

We draw attention to Note 3 of the financial statements, which describes the fact that the activities of the Company
include significant transactions with affiliates and may not necessarily be indicative of the conditions that would have
existed or the results of operations if the Company had operated as an unaffiliated business. Our opinion is not modified
with respect to this matter.

Other Information Included in the Annua Director’'s Report

Management is responsible for the other information included in the Annual director’s report. The other information
comprises the information included in the Annual director’s report but does not include the financial statements and our
auditor’s report thereon. Our opinion on the financial statements does not cover the other information, and we do not
express an opinion or any form of assurance thereon.

In connection with our audits of the financial statements, our responsibility isto read the other information and consider
whether a material inconsistency exists between the other information and the financial statements, or the other
information otherwise appears to be materially misstated. If, based on the work performed, we conclude that an
uncorrected material misstatement of the other information exists, we are required to describe it in our report.

Deloitte & Touche LLP

New York, New Y ork
April 22, 2022
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