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Morgan Stanley Market Position 

Institutional Securities 2002 2003 2004

Global Completed M&A Market Share
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2
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Global Equity Underwriting Market Share

Rank

7.9%

4
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Global Debt Underwriting Market Share

Rank

6.9%
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6.9%
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Source: Thomson Financial – Calendar year basis.
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Investment Management

Net Fund Flows ($Bn) Percentage of Assets in Lipper Top Half (%)
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Source: Morgan Stanley SEC filings and 4Q 2004 Financial Supplement, Lipper.
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Individual Investor Group

Total Client Assets ($Bn) Total Fee-Based Assets ($Bn)

654
595

516
565

602

2000 2001 2002 2003 2004

115 113 107

130

157

2000 2001 2002 2003 2004

Source: Morgan Stanley SEC filings and 4Q 2004 Financial Supplement.
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Discover Financial Services

Period End Managed Loans ($Bn) Over 30 Day Delinquency Rate (%)(1)

5.92

6.85

5.96 5.97

4.55

2000 2001 2002 2003 2004
46

48

50

52

1Q02 2Q02 3Q02 4Q02 1Q03 2Q03 3Q03 4Q03 1Q04 2Q04 3Q04 4Q04

• Sam’s Club Exclusive

• Pulse Acquisition

• Wal-Mart Discover Card

Source: Morgan Stanley SEC filings and 4Q 2004 Financial Supplement.
Note: (1) Managed Loan basis.  GAAP reconciliation can be found in Morgan Stanley SEC filings and on pg. 19 of the 4Q 2004 Financial Supplement
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Strong Balance Sheet

Adjusted Leverage Ratio (1) (x)

15.6 15.8 16.5
15.214.914.5

15.915.616.617.1
18.2

16.5

1Q02 2Q02 3Q02 4Q02 1Q03 2Q03 3Q03 4Q03 1Q04 2Q04 3Q04 4Q04

Source: Morgan Stanley SEC filings and 4Q 2004 Financial Supplement.
Note: (1) Adjusted leverage ratio equals adjusted total assets divided by tangible shareholders’ equity.  

GAAP reconciliation can be found in Morgan Stanley SEC filings and on pg. 21 of the 4Q 2004 Financial Supplement.
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Consolidated Financial Highlights

Net Revenues ($MM) Net Income ($MM)

Return on Equity (%)

4,486

2,988
3,787

2002 2003 2004

23,765
19,127 20,857

2002 2003 2004

Diluted EPS ($/Share) 
4.06

2.69
3.45

2002 2003 2004

14.1
16.4 16.8

2002 2003 2004

Source: Morgan Stanley SEC filings and 4Q 2004 Financial Supplement.
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Return on Equity 1999-2001

ROE Comparison
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Return on Equity 2002-2004

ROE Comparison
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2005 Priorities
Regain Premium Return

• Client leverage
− Individual Investor Group
− Investment Banking
− Client profitability

• Growth leverage from investments
− Commodities
− Credit
− Real estate
− Prime Brokerage
− China/U.K.

• Capital Efficiency

• Full firm benefits
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Strategy

• Financial Services Firm Focused on Growth
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Perspective on Growth

Average P/E Multiples(1)
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Source:      FactSet data as of January 18, 2005
Note:          (1)    Current P/E is current price divided by fiscal 2005 earnings estimates.  Category constituents can be found in the Appendix at the end of this presentation.
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Strategy

Skills

Diversification

GrowthFinancial Services Firm Focused on Growth

Strategic and Financial Benefits of Diversification

Skills Over Capital

•

•

•



This slide is part of a presentation by Morgan Stanley and is intended to be viewed as part of that presentation. The presentation is based on 
information generally available to the public and does not contain any material, non-public information. The presentation has been prepared solely for 
informational purposes and is neither an offer to sell nor the solicitation of an offer to buy any security or instrument and has not been updated since it 
was originally presented on January 27, 2005.

Institutional 
Securities
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2004 Accomplishments

• Regained share and momentum with corporate clients

• Strong equity trading results

• Record Prime Brokerage results – new client wins and organic growth

• Record fixed income trading results

• Invested to maintain differentiation

− Barra, U.K., Asia

• Attract, retain and leverage the best talent
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Institutional Securities Financial Performance

Net Revenues ($MM) Expenses ($MM)

PBT Margin (%)Profit Before Tax ($MM) 

8,966

6,463
7,566

2002 2003 2004

13,063

9,118
11,211

2002 2003 2004

4,097

2,655
3,645

2002 2003 2004

313129

2002 2003 2004

Source: Morgan Stanley SEC filings and 4Q 2004 Financial Supplement.
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Institutional Securities – Investment Banking

Total Investment Banking ($MM) Advisory ($MM)

Debt Underwriting ($MM)Equity Underwriting ($MM) 

2,179 2,096

3,008

2002 2003 2004

961

662

1,156

2002 2003 2004

692
794 859

2002 2003 2004

526
640

993

2002 2003 2004

Source: Morgan Stanley SEC filings and 4Q 2004 Financial Supplement.
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Investment Banking Activity Levels – Perspective

Global Announced M&A Activity ($Bn) Global Completed M&A Activity ($Bn)
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Source: Thomson Financial Calendar Year data 1 January 1996 – 31 December 2004.
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Sales and Trading Revenues

Sales and Trading Net Revenues
$MM

3,245
5,356 5,555

3,528

3,591 4,067

2002 2003 2004

6,773

8,947
9,622

% Contribution
Equities Fixed Income

52 40 42Equities

48 60 58Fixed Income

Source: Morgan Stanley SEC filings and 4Q 2004 Financial Supplement.
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Sales and Trading – Equities

Equity Sales and Trading Net Revenues
$MM
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Equities Revenues Avg. Equities Revenues 1Q02 – 4Q04

Source: Morgan Stanley SEC filings and 4Q 2004 Financial Supplement.
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Sales and Trading – Fixed Income

Fixed Income Sales and Trading Net Revenues
$MM
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Source: Morgan Stanley SEC filings and 4Q 2004 Financial Supplement.
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Capital and Risk

Total Capital vs. VaR
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Source: Morgan Stanley SEC filings and 4Q 2004 Financial Supplement.
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Invested to Maintain Differentiation

• Asia – China

• Europe

• Capital

• Alternative asset clients

• Corporates
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Institutional Securities Primary Goals

• Continued momentum with clients

• Invest in growth markets – Asia, U.K., Eastern Europe

• Provide risk management advice and solutions for clients
− Build services businesses (Prime Brokerage, MSCI / Barra)

• Further integrate fixed income and equity groups

• Improve capital and risk efficiency

• Attract, retain and leverage the best talent
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Appendix: P/E Multiple Category Constituents
Retail Payments

First Data Corporation

Total System Services

Global Payments Inc.

Alliance Data Systems Corporation

Certegy Inc.

I-Payments

ADP

Capital Markets
Lehman Brothers Holdings Inc.

Goldman Sachs Group, Inc.

Bear Stearns Companies Inc.

Commercial Banking
Comerica

JPMorgan Chase

Citigroup

Retail Banking
Wells Fargo & Company

U.S. Bancorp

Fifth Third Bancorp

Wachovia Corporation

Retail Insurance
Allstate Corporation

Progressive Corporation

Safeco Corporation

Mercury General Corporation

Commercial Insurance
American International Group, Inc.

ACE Limited

XL Capital Ltd.

St. Paul Travelers Companies, Inc.

Asset Managers
Alliance Capital Management Holding L.P.

Federated Investors, Inc.

Nuveen Investments, Inc.

Janus Capital Group Inc.

Franklin Resources, Inc.

T. Rowe Price Group, Inc.

Brokerages
A.G. Edwards, Inc.

Raymond James Financial, Inc.

Piper Jaffray

Diversified Financials
American Express Company

CIT Group Inc.

Capital One Financial Corporation

MBNA Corporation

Countrywide Financial Corporation
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