






with the prior year periods. The increases in both periods primarily reflected higher management and
administration revenues and higher performance fees.

The Company’s assets under management increased $63 billion from $268 billion at September 30, 2011 to
$331 billion at September 30, 2012 reflecting net customer inflows primarily in the Company’s liquidity funds.
The Company recorded net customer inflows of $10.8 billion and $24.1 billion in the quarter and nine months
ended September 30, 2012, respectively, which included approximately $4.5 billion and $8.8 billion,
respectively, related to the conversion of Morgan Stanley Wealth Management client balances into the
Company’s liquidity funds, compared with net outflows of $5.8 billion and net inflows of $11.3 billion in the
quarter and nine months ended September 30, 2011, respectively. The net outflows for the quarter ended
September 30, 2011 primarily reflected net customer outflows in liquidity funds. The net inflows for the nine
months ended September 30, 2011 primarily reflected the sweep of Morgan Stanley Wealth Management client
cash balances of approximately $18.5 billion into Morgan Stanley managed liquidity funds.

Other. Other losses were $1 million and Other revenues were $39 million in the quarter and nine months ended
September 30, 2012, respectively, as compared with other losses of $4 million and Other revenues of $39 million
in the quarter and nine months ended September 30, 2011, respectively. The results in the nine months ended
September 30, 2012 included gains associated with the expiration of a lending facility to a real estate fund
sponsored by the Company. The results in the nine months ended September 30, 2012 also included lower
revenues associated with the Company’s minority stake investments in Avenue Capital Group, a New York-
based investment manager, and Lansdowne Partners, a London-based investment manager. The results in the
quarter and nine months ended September 30, 2011 included losses of approximately $7 million and $27 million,
respectively, related to the writedown of the Company’s minority stake investment in FrontPoint.

Non-interest Expenses. Non-interest expenses increased 34% in the quarter ended September 30, 2012
compared with the quarter ended September 30, 2011, reflecting an increase in compensation expenses.
Non-interest expenses decreased 3% in the nine months ended September 30, 2012 compared with the prior year
period, reflecting a decrease in non-compensation expenses. Compensation and benefits expenses increased 83%
and 1% in the quarter and nine months ended September 30, 2012, respectively, compared with the prior year
periods, primarily related to higher net revenues. Non-compensation expenses increased 1% in the quarter ended
September 30, 2012 compared with the prior year period, primarily due to higher brokerage, clearing and
exchange fees, partially offset by lower Other expenses. Non-compensation expenses decreased 7% in the nine
months ended September 30, 2012 compared with the prior year period, which included indemnification losses
related to the FrontPoint transaction recognized in Other expenses.
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Accounting Developments.

Indefinite-Lived Intangible Assets Impairment Test.

In July 2012, the Financial Accounting Standards Board (“FASB”) issued an accounting update for testing
indefinite-lived intangible assets for impairment. The update aims to reduce the cost and complexity of
performing an impairment test for indefinite-lived intangible assets by simplifying how an entity tests those
assets for impairment and to improve consistency in impairment testing guidance among long-lived asset
categories. This guidance is effective for the Company prospectively beginning on January 1, 2013. The adoption
of this accounting guidance is not expected to have a material impact on the Company’s condensed consolidated
financial statements.

Disclosures about Offsetting Assets and Liabilities.

In December 2011, the FASB issued an accounting update that creates new disclosure requirements requiring
entities to disclose both gross and net information for derivatives and other financial instruments that are either
offset in the statement of financial condition or subject to an enforceable master netting arrangement or similar
arrangement. The disclosure requirements are effective for the Company beginning on or after January 1, 2013.
Since these amended principles require only additional disclosures concerning offsetting and related
arrangements, adoption will not affect the Company’s condensed consolidated statements of income or financial
condition.

120



Other Matters.
Real Estate.

The Company acts as the general partner for various real estate funds and also invests in certain of these funds as
a limited partner. The Company’s real estate investments at September 30, 2012 and December 31, 2011 are
described below. Such amounts exclude investments associated with certain employee deferred compensation
and co-investment plans.

At September 30, 2012 and December 31, 2011, the condensed consolidated statements of financial condition
included amounts representing real estate investment assets of condensed consolidated subsidiaries of
approximately $2.2 billion and $2.0 billion, respectively, including noncontrolling interests of approximately
$1.8 billion and $1.6 billion, respectively, for a net amount of $0.4 billion in both periods. This net presentation
is a non-GAAP financial measure that the Company considers to be a useful measure for the Company and
investors to use in assessing the Company’s net exposure. In addition, the Company has contractual capital
commitments, guarantees, lending facilities and counterparty arrangements with respect to real estate investments
of $0.5 billion at September 30, 2012.

In addition to the Company’s real estate investments, the Company engages in various real estate-related
activities, including origination of loans secured by commercial and residential properties. The Company also
securitizes and trades in a wide range of commercial and residential real estate and real estate-related whole
loans, mortgages and other real estate. In connection with these activities, the Company has provided, or
otherwise agreed to be responsible for, representations and warranties. Under certain circumstances, the
Company may be required to repurchase such assets or make other payments related to such assets if such
representations and warranties were breached. The Company continues to monitor its real estate-related activities
in order to manage its exposures and potential liability from these markets and businesses. See “Legal
Proceedings—Residential Mortgage and Credit Crisis Related Matters” in Part II, Item 1, herein and see Note 12
to the condensed consolidated financial statements for further information.

Regulatory Outlook.

The Dodd-Frank Act was enacted on July 21, 2010. While certain portions of the Dodd-Frank Act were effective
immediately, other portions will be effective following extended transition periods or through numerous
rulemakings by multiple governmental agencies, only a portion of which have been completed. It remains
difficult to assess fully the impact that the Dodd-Frank Act will have on the Company and on the financial
services industry generally. In addition, various international developments, such as the adoption of risk-based
capital, leverage and liquidity standards, known as “Basel III,” which were proposed by the Basel Committee on
Banking Supervision (the “Basel Committee”) in December 2009, will impact the Company in the coming years.

On August 13, 2012, the final joint rules of the Commodity Futures Trading Commission (“CFTC”) and SEC
that further define “swap” and “security-based swap” were published and those rules became effective on
October 12, 2012. As a result, certain subsidiaries of the Company will be required to register as “swap dealers”
by December 31, 2012, and, at a later date, certain subsidiaries of the Company will be required to register with
the SEC as “security-based swap dealers.” Upon registering with the CFTC on December 31, 2012, swap dealers
will be required to comply with new business conduct standards, covering their relationships with counterparties
and their internal management of risks and information associated with swaps, recordkeeping, reporting, and
other regulatory requirements. Furthermore, it is expected that mandatory clearing and trade execution
requirements for swaps may begin to take effect in the first quarter of 2013.

On September 28, 2012, the U.S. District Court for the District of Columbia vacated the CFTC’s rules on
position limits applicable to options, futures contracts and swaps on 28 energy, metals, and agricultural
commodities. The position limits rules would have expanded the CFTC’s existing position limits regime to,
among other things, apply to swaps, narrow available hedging exemptions and impose stricter aggregation
requirements.
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It is likely that the remainder of 2012 and subsequent years will see further material changes in the way major
financial institutions are regulated in both the U.S. and other markets in which the Company operates, although it
remains difficult to predict the precise nature of such changes or the exact impact they will have on the
Company’s business, financial condition, results of operations and cash flows for a particular future period.

For a further discussion regarding the regulatory outlook for the Company, please refer to “Supervision and
Regulation” in Part I, Item 1 included in the Form 10-K.

122



Critical Accounting Policies.
The Company’s condensed consolidated financial statements are prepared in accordance with accounting
principles generally accepted in the U.S., which require the Company to make estimates and assumptions (see
Note 1 to the condensed consolidated financial statements). The Company believes that of its significant
accounting policies (see Note 2 to the consolidated financial statements for the year ended December 31, 2011
included in the Form 10-K and Note 2 to the condensed consolidated financial statements), the following policies
involve a higher degree of judgment and complexity.

Fair Value.

Financial Instruments Measured at Fair Value. A significant number of the Company’s financial instruments
are carried at fair value. The Company makes estimates regarding valuation of assets and liabilities measured at
fair value in preparing the condensed consolidated financial statements. These assets and liabilities include but
are not limited to:

• Financial instruments owned and Financial instruments sold, not yet purchased;

• Securities available for sale;

• Securities received as collateral and Obligation to return securities received as collateral;

• Certain Securities purchased under agreements to resell;

• Certain Deposits;

• Certain Commercial paper and other short-term borrowings, primarily structured notes;

• Certain Securities sold under agreements to repurchase;

• Certain Other secured financings; and

• Certain Long-term borrowings, primarily structured notes.

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

In determining fair value, the Company uses various valuation approaches. A hierarchy for inputs is used in
measuring fair value that maximizes the use of observable prices and inputs and minimizes the use of
unobservable prices and inputs by requiring that the relevant observable inputs be used when available. The
hierarchy is broken down into three levels, wherein Level 1 uses observable prices in active markets, and Level 3
consists of valuation techniques that incorporate significant unobservable inputs and, therefore, require the
greatest use of judgment. In periods of market disruption, the observability of prices and inputs may be reduced
for many instruments. This condition could cause an instrument to be recategorized from Level 1 to Level 2 or
Level 2 to Level 3. In addition, a downturn in market conditions could lead to declines in the valuation of many
instruments. For further information on the valuation process, fair value definition, Level 1, Level 2, Level 3 and
related valuation techniques, and quantitative information about and sensitivity of significant unobservable inputs
used in Level 3 fair value measurements, see Notes 2 and 4 to the consolidated financial statements for the year
ended December 31, 2011 included in the Form 10-K and Notes 2 and 4 to the condensed consolidated financial
statements.

Level 3 Assets and Liabilities. The Company’s Level 3 assets before the impact of cash collateral and
counterparty netting across the levels of the fair value hierarchy were $24.1 billion and $32.5 billion at
September 30, 2012 and December 31, 2011, respectively, and represented approximately 8% and 10% at
September 30, 2012 and December 31, 2011, respectively, of the assets measured at fair value (approximately
3% and 4%, respectively, of total assets at September 30, 2012 and December 31, 2011). Level 3 liabilities
before the impact of cash collateral and counterparty netting across the levels of the fair value hierarchy were
$7.1 billion and $11.2 billion at September 30, 2012 and December 31, 2011, respectively, and represented
approximately 4% and 6%, respectively, of the Company’s liabilities measured at fair value.
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Assets and Liabilities Measured at Fair Value on a Non-recurring Basis. At September 30, 2012, certain of
the Company’s assets were measured at fair value on a non-recurring basis, primarily relating to loans, other
investments, premises, equipment and software costs, and intangible assets. The Company incurs losses or gains
for any adjustments of these assets to fair value. A downturn in market conditions could result in impairment
charges in future periods.

For assets and liabilities measured at fair value on a non-recurring basis, fair value is determined by using
various valuation approaches. The same hierarchy as described above, which maximizes the use of observable
inputs and minimizes the use of unobservable inputs by generally requiring that the observable inputs be used
when available, is used in measuring fair value for these items.

For further information on assets and liabilities that are measured at fair value on a non-recurring basis, see Note
4 to the condensed consolidated financial statements.

Fair Value Control Processes. The Company employs control processes to validate the fair value of its
financial instruments, including those derived from pricing models. These control processes are designed to
ensure that the values used for financial reporting are based on observable inputs wherever possible. In the event
that observable inputs are not available, the control processes are designed to assure that the valuation approach
utilized is appropriate and consistently applied and that the assumptions are reasonable. For more information
regarding the Company’s valuation policies, processes and procedures, see Note 2 to the condensed consolidated
financial statements.

Goodwill and Intangible Assets.

Goodwill. The Company tests goodwill for impairment on an annual basis on July 1 and on an interim basis
when certain events or circumstances exist. The Company tests for impairment at the reporting unit level, which
is generally at the level of or one level below its business segments. Goodwill no longer retains its association
with a particular acquisition once it has been assigned to a reporting unit. As such, all of the activities of a
reporting unit, whether acquired or organically developed, are available to support the value of the goodwill. For
both the annual and interim tests, the Company has the option to first assess qualitative factors to determine
whether the existence of events or circumstances leads to a determination that it is more likely than not that the
fair value of a reporting unit is less than its carrying amount. If after assessing the totality of events or
circumstances, the Company determines it is more likely than not that the fair value of a reporting unit is greater
than its carrying amount, then performing the two-step impairment test is not required. However, if the Company
concludes otherwise, then it is required to perform the first step of the two-step impairment test. Goodwill
impairment is determined by comparing the estimated fair value of a reporting unit with its respective carrying
value. If the estimated fair value exceeds the carrying value, goodwill at the reporting unit level is not deemed to
be impaired. If the estimated fair value is below carrying value, however, further analysis is required to
determine the amount of the impairment. Additionally, if the carrying value of a reporting unit is zero or a
negative value and it is determined that it is more likely than not the goodwill is impaired, further analysis is
required. The estimated fair values of the reporting units are derived based on valuation techniques the Company
believes market participants would use for each of the reporting units. The estimated fair values are generally
determined utilizing methodologies that incorporate price-to-book, price-to-earnings and assets under
management multiples of certain comparable companies. The Company also utilizes a discounted cash flow
methodology for certain reporting units. At September 30, 2012 and December 31, 2011, each of the Company’s
reporting units with goodwill had a fair value that was substantially in excess of its carrying value.

Intangible Assets. Amortizable intangible assets are amortized over their estimated useful lives and are
reviewed for impairment on an interim basis when certain events or circumstances exist. For amortizable
intangible assets, an impairment exists when the carrying amount of the intangible asset exceeds its fair value.
An impairment loss will be recognized only if the carrying amount of the intangible asset is not recoverable and
exceeds its fair value. The carrying amount of the intangible asset is not recoverable if it exceeds the sum of the
expected undiscounted cash flows.
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Indefinite-lived intangible assets are not amortized but are reviewed annually (or more frequently when certain
events or circumstances exist) for impairment. For indefinite-lived intangible assets, an impairment exists when
the carrying amount exceeds its fair value.

For both goodwill and intangible assets, to the extent an impairment loss is recognized, the loss establishes the
new cost basis of the asset. Subsequent reversal of impairment losses is not permitted. For amortizable intangible
assets, the new cost basis is amortized over the remaining useful life of that asset. Adverse market or economic
events could result in impairment charges in future periods.

See Notes 4 and 9 to the condensed consolidated financial statements for additional information about goodwill
and intangible assets.

Legal, Regulatory and Tax Contingencies.

In the normal course of business, the Company has been named, from time to time, as a defendant in various
legal actions, including arbitrations, class actions and other litigation, arising in connection with its activities as a
global diversified financial services institution.

Certain of the actual or threatened legal actions include claims for substantial compensatory and/or punitive
damages or claims for indeterminate amounts of damages. In some cases, the entities that would otherwise be the
primary defendants in such cases are bankrupt or in financial distress.

The Company is also involved, from time to time, in other reviews, investigations and proceedings (both formal
and informal) by governmental and self-regulatory agencies regarding the Company’s business, including,
among other matters, accounting and operational matters, certain of which may result in adverse judgments,
settlements, fines, penalties, injunctions or other relief.

Accruals for litigation and regulatory proceedings are generally determined on a case-by-case basis. Where
available information indicates that it is probable a liability had been incurred at the date of the condensed
consolidated financial statements and the Company can reasonably estimate the amount of that loss, the
Company accrues the estimated loss by a charge to income. In many proceedings, however, it is inherently
difficult to determine whether any loss is probable or even possible or to estimate the amount of any loss. For
certain legal proceedings, the Company can estimate possible losses, additional losses, ranges of loss or ranges of
additional loss in excess of amounts accrued. For certain other legal proceedings, the Company cannot
reasonably estimate such losses, particularly for proceedings that are in their early stages of development or
where plaintiffs seek substantial or indeterminate damages. Numerous issues may need to be resolved, including
through potentially lengthy discovery and determination of important factual matters, and by addressing novel or
unsettled legal questions relevant to the proceedings in question, before a loss or additional loss or range of loss
or additional loss can be reasonably estimated for any proceeding.

The Company is subject to the income and indirect tax laws of the U.S., its states and municipalities and those of
the foreign jurisdictions in which the Company has significant business operations. These tax laws are complex
and subject to different interpretations by the taxpayer and the relevant governmental taxing authorities. The
Company must make judgments and interpretations about the application of these inherently complex tax laws
when determining the provision for income taxes and the expense for indirect taxes and must also make estimates
about when certain items affect taxable income in the various tax jurisdictions. Disputes over interpretations of
the tax laws may be settled with the taxing authority upon examination or audit. The Company periodically
evaluates the likelihood of assessments in each taxing jurisdiction resulting from current and subsequent years’
examinations, and unrecognized tax benefits related to potential losses that may arise from tax audits are
established in accordance with the guidance on accounting for unrecognized tax benefits. Once established,
unrecognized tax benefits are adjusted when there is more information available or when an event occurs
requiring a change.
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The income of certain foreign subsidiaries earned outside of the United States has previously been excluded from
taxation in the U.S. as a result of a provision of U.S. tax law that defers the imposition of tax on certain active
financial services income until such income is repatriated to the United States as a dividend. This provision,
which expired for taxable years beginning on or after January 1, 2012, had previously been extended by Congress
on several occasions, including the most recent extension which occurred during 2010. The increase to the
effective tax rate as a result of the expiration of the provision would be approximately 17.3% on an annual basis.
If this provision is extended again with respect to such income earned during 2012, the overall financial impact
to the Company would depend upon the level, composition and geographic mix of earnings but could decrease
the Company’s 2012 annual effective tax rate and have a favorable impact on the Company’s net income, but not
its cash flows due to utilization of tax attributes carryforwards.

Significant judgment is required in making these estimates, and the actual cost of a legal claim, tax assessment or
regulatory fine/penalty may ultimately be materially different from the recorded accruals and unrecognized tax
benefits, if any. See Notes 12 and 18 to the condensed consolidated financial statements for additional
information on legal proceedings and tax examinations.

Special Purpose Entities and Variable Interest Entities.

The Company’s involvement with special purpose entities (“SPE”) consists primarily of the following:

• Transferring financial assets into SPEs;

• Acting as an underwriter of beneficial interests issued by securitization vehicles;

• Holding one or more classes of securities issued by, or making loans to or investments in, SPEs that hold
debt, equity, real estate or other assets;

• Purchasing and selling (in a market-making capacity) securities issued by SPEs/variable interest entities
(“VIE”), whether such vehicles are sponsored by the Company or not;

• Entering into derivative transactions with SPEs (whether or not sponsored by the Company);

• Providing warehouse financing to collateralized debt obligations and collateralized loan obligations;

• Entering into derivative agreements with non-SPEs whose value is derived from securities issued by
SPEs;

• Servicing assets held by SPEs or holding servicing rights related to assets held by SPEs that are serviced
by others under subservicing arrangements;

• Serving as an asset manager to various investment funds that may invest in securities that are backed, in
whole or in part, by SPEs; and

• Structuring and/or investing in other structured transactions designed to provide enhanced, tax-efficient
yields to the Company or its clients.

The Company engages in securitization activities related to commercial and residential mortgage loans,
U.S. agency collateralized mortgage obligations, corporate bonds and loans, municipal bonds and other types of
financial instruments. The Company’s involvement with SPEs is discussed further in Note 6 to the condensed
consolidated financial statements.

In most cases, these SPEs are deemed for accounting purposes to be VIEs. The Company applies accounting
guidance for consolidation of VIEs to certain entities in which equity investors do not have the characteristics of
a controlling financial interest. Entities that previously met the criteria as qualifying SPEs that were not subject to
consolidation prior to January 1, 2010 became subject to the consolidation requirements for VIEs on that date.
Excluding entities subject to the Deferral (as defined in Note 2 to the consolidated financial statements for the
year ended December 31, 2011 included in the Form 10-K), effective January 1, 2010, the primary beneficiary of
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a VIE is the party that both (1) has the power to direct the activities of a VIE that most significantly affect the
VIE’s economic performance and (2) has an obligation to absorb losses or the right to receive benefits that in
either case could potentially be significant to the VIE. The Company consolidates entities of which it is the
primary beneficiary.

The Company determines whether it is the primary beneficiary of a VIE upon its initial involvement with the
VIE and reassesses whether it is the primary beneficiary on an ongoing basis as long as it has any continuing
involvement with the VIE. This determination is based upon an analysis of the design of the VIE, including the
VIE’s structure and activities, the power to make significant economic decisions held by the Company and by
other parties and the variable interests owned by the Company and other parties.

See Note 2 to the consolidated financial statements for the year ended December 31, 2011 included in the
Form 10-K for information on accounting guidance adopted on January 1, 2010 for transfers of financial assets.
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Liquidity and Capital Resources.
The Company’s senior management establishes the liquidity and capital policies of the Company. Through
various risk and control committees, the Company’s senior management reviews business performance relative
to these policies, monitors the availability of alternative sources of financing, and oversees the liquidity and
interest rate and currency sensitivity of the Company’s asset and liability position. The Company’s Treasury
Department, Firm Risk Committee, Asset and Liability Management Committee and other control groups assist
in evaluating, monitoring and controlling the impact that the Company’s business activities have on its
condensed consolidated statements of financial condition, liquidity and capital structure. Liquidity and capital
matters are reported regularly to the Board’s Risk Committee.

The Balance Sheet.

The Company monitors and evaluates the composition and size of its balance sheet on a regular basis. The
Company’s balance sheet management process includes quarterly planning, business specific limits, monitoring
of business specific usage versus limits, key metrics and new business impact assessments.

The Company establishes balance sheet limits at the consolidated, business segment and business unit levels. The
Company monitors balance sheet usage versus limits and variances resulting from business activity or market
fluctuations are reviewed. On a regular basis, the Company reviews current performance versus limits and
assesses the need to re-allocate limits based on business unit needs. The Company also monitors key metrics
including asset and liability size, composition of the balance sheet, limit utilization and capital usage.

The tables below summarize total assets for the Company’s business segments at September 30, 2012 and
December 31, 2011:

At September 30, 2012

Institutional
Securities

Global Wealth
Management

Group
Asset

Management Total

(dollars in millions)
Assets
Cash and cash equivalents(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 30,958 $ 4,842 $ 786 $ 36,586
Cash deposited with clearing organizations or segregated under

federal and other regulations or requirements(2) . . . . . . . . . . . . 23,395 5,452 — 28,847
Financial instruments owned:

U.S. government and agency securities . . . . . . . . . . . . . . . . . 51,281 853 — 52,134
Other sovereign government obligations . . . . . . . . . . . . . . . . 36,124 1,047 — 37,171
Corporate and other debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 54,455 984 — 55,439
Corporate equities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 55,518 56 1 55,575
Derivatives and other contracts . . . . . . . . . . . . . . . . . . . . . . . . 34,055 227 286 34,568
Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,155 107 4,239 8,501
Physical commodities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,914 6 — 7,920

Total financial instruments owned . . . . . . . . . . . . . . . . . . . . . . . . . 243,502 3,280 4,526 251,308
Securities available for sale . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 40,498 — 40,498
Securities received as collateral(2) . . . . . . . . . . . . . . . . . . . . . . . . . 12,811 — — 12,811
Federal funds sold and securities purchased under agreements to

resell(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 124,163 12,119 — 136,282
Securities borrowed(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 138,087 458 — 138,545
Receivables:

Customers(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28,085 17,422 (1) 45,506
Brokers, dealers and clearing organizations . . . . . . . . . . . . . . 6,342 1,282 49 7,673
Fees, interest and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,236 7,487 676 10,399

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,597 15,747 — 24,344
Other assets(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,927 10,860 1,399 32,186

Total assets(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $638,103 $119,447 $7,435 $764,985
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At December 31, 2011

Institutional
Securities

Global Wealth
Management

Group
Asset

Management Total

(dollars in millions)

Assets
Cash and cash equivalents(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 35,288 $ 11,253 $ 771 $ 47,312
Cash deposited with clearing organizations or segregated under

federal and other regulations or requirements(2) . . . . . . . . . . . . 22,390 7,064 — 29,454
Financial instruments owned:

U.S. government and agency securities . . . . . . . . . . . . . . . . . 62,818 631 — 63,449
Other sovereign government obligations . . . . . . . . . . . . . . . . 29,056 3 — 29,059
Corporate and other debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 67,925 998 — 68,923
Corporate equities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 47,937 28 1 47,966
Derivatives and other contracts . . . . . . . . . . . . . . . . . . . . . . . . 47,624 219 221 48,064
Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,165 123 3,907 8,195
Physical commodities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,693 4 — 9,697

Total financial instruments owned . . . . . . . . . . . . . . . . . . . . . . . . . 269,218 2,006 4,129 275,353
Securities available for sale . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 30,495 — 30,495
Securities received as collateral(2) . . . . . . . . . . . . . . . . . . . . . . . . . 11,651 — — 11,651
Federal funds sold and securities purchased under agreements to

resell(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 116,819 13,336 — 130,155
Securities borrowed(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 126,573 501 — 127,074
Receivables:

Customers(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27,558 6,418 1 33,977
Brokers, dealers and clearing organizations . . . . . . . . . . . . . . . . 4,935 283 30 5,248
Fees, interest and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,663 7,134 647 9,444

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,867 11,477 25 15,369
Other assets(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,494 11,460 1,412 34,366

Total assets(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $641,456 $101,427 $7,015 $749,898

(1) Cash and cash equivalents include Cash and due from banks and Interest bearing deposits with banks.
(2) These assets are included in secured financing assets (see “Secured Financing” herein).
(3) Other assets include Other investments; Premises, equipment and software costs; Goodwill; Intangible assets and Other assets.
(4) Total assets include Global Liquidity Reserves of $170 billion and $182 billion at September 30, 2012 and December 31, 2011,

respectively.

A substantial portion of the Company’s total assets consists of liquid marketable securities and short-term
receivables arising principally from sales and trading activities in the Institutional Securities business segment.
The liquid nature of these assets provides the Company with flexibility in managing the size of its balance sheet.
The Company’s total assets increased to $764,985 million at September 30, 2012 from $749,898 million at
December 31, 2011. The increase in total assets was primarily due to an increase in Receivables from customers,
Securities borrowed and Securities available for sale, partially offset by a decrease in Financial instruments
owned—Derivatives and other contracts, Corporate and other debt, and U.S. government and agency securities.

The Company’s assets and liabilities are primarily related to transactions attributable to sales and trading and
securities financing activities. At September 30, 2012, securities financing assets and liabilities were $362 billion
and $286 billion, respectively. At December 31, 2011, securities financing assets and liabilities were $332 billion
and $268 billion, respectively. Securities financing transactions include cash deposited with clearing
organizations or segregated under federal and other regulations or requirements, repurchase and resale
agreements, securities borrowed and loaned transactions, securities received as collateral and obligation to return
securities received and customer receivables and payables. Securities borrowed or purchased under agreements to
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resell and securities loaned or sold under agreements to repurchase are treated as collateralized financings (see
Note 2 to the consolidated financial statements for the year ended December 31, 2011 included in the Form 10-K
and Note 6 to the condensed consolidated financial statements). Securities sold under agreements to repurchase
and Securities loaned were $152 billion at September 30, 2012 and averaged $156 billion and $157 billion during
the quarter and nine months ended September 30, 2012, respectively. Securities purchased under agreements to
resell and Securities borrowed were $275 billion at September 30, 2012 and averaged $275 billion and $284
billion during the quarter and nine months ended September 30, 2012, respectively.

Securities financing assets and liabilities also include matched book transactions with minimal market, credit
and/or liquidity risk. Matched book transactions accommodate customers, as well as obtain securities for the
settlement and financing of inventory positions. The customer receivable portion of the securities financing
transactions includes customer margin loans, collateralized by customer owned securities, and customer cash,
which is segregated in accordance with regulatory requirements. The customer payable portion of the securities
financing transactions primarily includes customer payables to the Company’s prime brokerage clients. The
Company’s risk exposure on these transactions is mitigated by collateral maintenance policies that limit the
Company’s credit exposure to customers. Included within securities financing assets were $13 billion and $12
billion at September 30, 2012 and December 31, 2011, respectively, recorded in accordance with accounting
guidance for the transfer of financial assets that represented offsetting assets and liabilities for fully collateralized
non-cash loan transactions.

Liquidity Risk Management Framework.

The primary goal of the Company’s liquidity risk management framework is to ensure that the Company has
access to adequate funding across a wide range of market conditions. The framework is designed to enable the
Company to fulfill its financial obligations and support the execution of the Company’s business strategies.

The following principles guide the Company’s liquidity risk management framework:

• Sufficient liquid assets should be maintained to cover maturing liabilities;

• Maturity profile of assets and liabilities should be aligned, with limited reliance on short-term funding;

• Source, counterparty, currency, region, and term of funding should be diversified; and

• Limited access to funding should be anticipated through the Contingency Funding Plan (“CFP”).

The core components of the Company’s liquidity risk management framework are the CFP, Liquidity Stress
Tests and the Global Liquidity Reserve (as defined below), which support the Company’s target liquidity profile.

Contingency Funding Plan.

The Company maintains the CFP, which describes the data and information flows, limits and triggers, escalation
procedures, roles and responsibilities, and available mitigating actions in the event of a liquidity stress. The CFP
assesses current and future funding sources and uses and establishes a plan for monitoring and managing a
potential liquidity stress event. A set of escalation triggers identifies early signs of stress and activates a response
plan.

Liquidity Stress Tests.

The Company uses Liquidity Stress Tests to model liquidity outflows across multiple scenarios over a range of
time horizons. These scenarios contain various combinations of idiosyncratic and systemic stress events.

The assumptions underpinning the Liquidity Stress Tests include, but are not limited to, the following:

• No government support;

• No access to equity and unsecured debt markets;
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• Repayment of all unsecured debt maturing within one year;

• Higher haircuts and significantly lower availability of secured funding;

• Additional collateral that would be required by trading counterparties and certain exchanges and clearing
organizations related to multi-notch credit rating downgrades;

• Additional collateral that would be required due to collateral substitutions, collateral disputes and
uncalled collateral;

• Discretionary unsecured debt buybacks;

• Drawdowns on unfunded commitments provided to third parties;

• Client cash withdrawals and reduction in customer short positions that fund long positions;

• Limited access to the foreign exchange swap markets;

• Return of securities borrowed on an uncollateralized basis; and

• Maturity roll-off of outstanding letters of credit with no further issuance.

The Liquidity Stress Tests are produced for the Parent and major operating subsidiaries, as well as at major
currency levels, to capture specific cash requirements and cash availability across the Company. The Liquidity
Stress Tests assume that subsidiaries will use their own liquidity first to fund their obligations before drawing
liquidity from the Parent. The Parent will support its subsidiaries and will not have access to subsidiaries’
liquidity reserves that are subject to any regulatory, legal or tax constraints.

At September 30, 2012, the Company maintained sufficient liquidity to meet current and contingent funding
obligations as modeled in its Liquidity Stress Tests.

Global Liquidity Reserve.

The Company maintains sufficient liquidity reserves (“Global Liquidity Reserve”) to cover daily funding needs
and meet strategic liquidity targets sized by the CFP and Liquidity Stress Tests. The size of the Global Liquidity
Reserve is actively managed by the Company. The following components are considered in sizing the Global
Liquidity Reserve: unsecured debt maturity profile, balance sheet size and composition, funding needs in a
stressed environment inclusive of contingent cash outflows and collateral requirements and additional reserve,
which is primarily a discretionary surplus based on the Company’s risk tolerance and is subject to change
dependent on market and firm-specific events.

The Global Liquidity Reserve is held within the Parent and major operating subsidiaries. The Global Liquidity
Reserve is comprised of diversified cash and cash equivalents and highly liquid unencumbered securities.
Eligible unencumbered securities include U.S. government securities, U.S. agency securities, U.S. agency
mortgage backed securities, FDIC-guaranteed corporate debt, non-U.S. government securities and other highly
liquid investment grade securities.
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Global Liquidity Reserve by Type of Investment.

The table below summarizes the Company’s Global Liquidity Reserve by type of investment:

At
September 30, 2012

(dollars in billions)

Cash deposits with banks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 16
Cash deposits with central banks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16
Unencumbered highly liquid securities:

U.S. Government obligations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 56
U.S. agency and agency mortgage-backed securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41
Non-U.S. sovereign obligations(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27
Investments in money market funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Other investment grade securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14

Global Liquidity Reserve . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 170

(1) Non-U.S. sovereign obligations are composed of unencumbered German, French, Dutch, U.K., Brazilian and Japanese government
obligations.

The ability to monetize assets during the start of a liquidity crisis is critical. The Company believes that the assets
held in the Global Liquidity Reserve can be monetized within five business days in a stressed environment given
the highly liquid and diversified nature of the reserves. The currency profile of the Global Liquidity Reserve is
consistent with the CFP and Liquidity Stress Tests. In addition to the Global Liquidity Reserve, the Company has
other cash and cash equivalents and other unencumbered assets that are available for monetization which are not
included in the balances in the table above.

Global Liquidity Reserve Held by the Parent and Operating Subsidiaries.

The table below summarizes the Global Liquidity Reserve held by the Parent and operating subsidiaries:

Average Balance(1)

At
September 30,

2012

At
June 30,

2012

For the Three
Months Ended

September 30, 2012

For the Three
Months Ended
June 30, 2012

(dollars in billions)

Parent . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 63 $ 65 $ 65 $ 69
Non-Bank Subsidiaries:

Domestic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18 17 17 15
Foreign . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29 31 30 29

Total Non-Bank Subsidiaries . . . . . . . . . . . 47 48 47 44

Bank Subsidiaries:
Domestic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 55 55 56 55
Foreign . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 5 5 8

Total Bank Subsidiaries . . . . . . . . . . . . . . . 60 60 61 63

Total . . . . . . . . . . . . . . . . . . . . . . . . . . $ 170 $ 173 $ 173 $ 176

(1) The Company calculates the average Global Liquidity Reserve based upon daily amounts.

The Company is exposed to intra-day settlement risk in connection with liquidity provided to its major broker-
dealer subsidiaries for intra-day clearing and settlement of its securities and financing activity.

As discussed in “Liquidity Stress Tests”, the Liquidity Stress Tests assume that the Parent will support its
subsidiaries and will not have access to subsidiaries’ liquidity reserves that are subject to any regulatory, legal or
tax constraints.
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Funding Management.

The Company’s funding management policies are designed to provide for financings that are executed in a
manner that reduces the risk of disruption to the Company’s operations. The Company pursues a strategy of
diversification of secured and unsecured funding sources (by product, by investor and by region) and attempts to
ensure that the tenor of the Company’s liabilities equals or exceeds the expected holding period of the assets
being financed.

The Company funds its balance sheet on a global basis through diverse sources. These sources may include the
Company’s equity capital, long-term debt, repurchase agreements, securities lending, deposits, commercial
paper, letters of credit and lines of credit. The Company has active financing programs for both standard and
structured products targeting global investors and currencies.

Secured Financing. A substantial portion of the Company’s total assets consists of liquid marketable securities
and short-term collateralized receivables arising principally from its Institutional Securities business segment’s
sales and trading activities. The liquid nature of these assets provides the Company with flexibility in funding
these assets with secured financing. The Company’s goal is to achieve an optimal mix of durable secured and
unsecured funding. The Institutional Securities business segment actively sources term secured funding. Secured
funding investors principally focus on the quality of the eligible collateral posted. Accordingly, the Company
actively manages its secured financing book based on the quality of the assets being funded. The ability to fund
less liquid assets may be impaired in a stress environment. To mitigate this risk, the Company obtains longer-
term secured financing for less liquid assets.

The Company utilizes shorter term secured funding only for highly liquid assets and has established longer tenor
limits for less liquid asset classes, for which funding may be at risk in the event of a market disruption. The
Company defines highly liquid collateral as that which is consistent with the standards of the Global Liquidity
Reserve, and less liquid collateral as that which does not meet those standards. At September 30, 2012, the
weighted average maturity of the Company’s secured financing against less liquid collateral was greater than 120
days. To further minimize the refinancing risk of secured financing for less liquid collateral, the Company
diversifies its investor base and limits the amount of monthly maturities for secured financing of less liquid
collateral. Finally, in addition to the above risk management framework, the Company holds a portion of its
Global Liquidity Reserve against the potential disruption to its secured financing capabilities.

Unsecured Financing. The Company views long-term debt and deposits as stable sources of funding for core
inventories and less liquid assets. Unencumbered securities and non security assets are financed with a
combination of long and short term debt and deposits. When appropriate, the Company may use derivative
products to conduct asset and liability management and to make adjustments to the Company’s interest rate risk
profile (see Note 12 to the consolidated financial statements for the year ended December 31, 2011 included in
the Form 10-K).

Short-Term Borrowings. The Company’s unsecured short-term borrowings consist of commercial paper, bank
loans, bank notes and structured notes with maturities of 12 months or less at issuance.

The table below summarizes the Company’s short-term unsecured borrowings:

At
September 30, 2012

At
December 31, 2011

(dollars in millions)

Commercial paper(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 320 $ 978
Other short-term borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,803 1,865

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,123 $2,843

(1) At December 31, 2011, the majority of the commercial paper balance was issued as part of client transactions and was not used for the
Company’s general funding purposes. During the nine months ended September 30, 2012, the client transactions matured and the
remaining balance at September 30, 2012 was used for the Company’s general funding purposes.
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Deposits. The Company’s bank subsidiaries’ funding sources include bank deposits, time deposits, money
market deposit accounts, demand deposit accounts, repurchase agreements, federal funds purchased, commercial
paper and Federal Home Loan Bank advances. The vast majority of deposits in Morgan Stanley Bank, N.A. and
Morgan Stanley Private Bank, National Association (the “Subsidiary Banks”) are sourced from the Company’s
retail brokerage accounts and are considered to have stable, low cost funding characteristics.

Deposits were as follows:

At
September 30, 2012(1)

At
December 31, 2011(1)

(dollars in millions)

Savings and demand deposits(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $66,946 $63,029
Time deposits(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,811 2,633

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $70,757 $65,662

(1) Total deposits subject to FDIC Insurance at September 30, 2012 and December 31, 2011 were $55 billion and $52 billion, respectively.
(2) Amounts include non-interest bearing deposits of $1,290 million and $1,270 million at September 30, 2012 and December 31, 2011,

respectively.
(3) Certain time deposit accounts are carried at fair value under the fair value option (see Note 4 to the condensed consolidated financial

statements).

Long-Term Borrowings. The Company uses a variety of long-term debt funding sources to generate liquidity,
taking CFP requirements into consideration. In addition, the issuance of long-term debt allows the Company to
reduce reliance on short-term credit sensitive instruments (e.g., commercial paper and other unsecured short-term
borrowings). Long-term borrowings are generally structured to ensure staggered maturities, thereby mitigating
refinancing risk, and to maximize investor diversification through sales to global institutional and retail clients.
Availability and cost of financing to the Company can vary depending on market conditions, the volume of
certain trading and lending activities, the Company’s credit ratings and the overall availability of credit.

The Company may from time to time engage in various transactions in the credit markets (including, for
example, debt retirements) that it believes are in the best interests of the Company and its investors.

Long-term borrowings at September 30, 2012 consisted of the following:

Parent Subsidiaries Total

(dollars in millions)

Due in 2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,455 $ 745 $ 2,200
Due in 2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,719 631 24,350
Due in 2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,701 907 21,608
Due in 2015 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,171 4,272 23,443
Due in 2016 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,241 1,744 19,985
Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 73,941 2,917 76,858

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $157,228 $11,216 $168,444

Long-Term Borrowing Activity for the Nine Months Ended September 30, 2012.

During the nine months ended September 30, 2012, the Company issued and reissued notes with a principal
amount of approximately $16 billion. In connection with the note issuances, the Company generally enters into
certain transactions to obtain floating interest rates based primarily on short-term London Interbank Offered Rate
(“LIBOR”) trading levels. The weighted average maturity of the Company’s long-term borrowings, based upon
stated maturity dates, was approximately 5.6 years at September 30, 2012. During the nine months ended
September 30, 2012, approximately $36 billion in aggregate long-term borrowings matured or were retired.
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Subsequent to September 30, 2012 and through October 31, 2012, the Company’s long-term borrowings (net of
repayments) increased by approximately $1.2 billion, which includes a subordinated debt issuance of $2 billion
on October 23, 2012.

At September 30, 2012, the aggregate outstanding carrying amount of the Company’s senior indebtedness was
approximately $156 billion (including guaranteed obligations of the indebtedness of subsidiaries) compared with
$176 billion at December 31, 2011. The decrease in the amount of senior indebtedness was primarily due to
repayments of notes, net of new issuances in long-term borrowings.

Credit Ratings.

The Company relies on external sources to finance a significant portion of its day-to-day operations. The cost and
availability of financing generally is impacted by the Company’s credit ratings. In addition, the Company’s credit
ratings can have an impact on certain trading revenues, particularly in those businesses where longer term
counterparty performance is a key consideration, such as OTC derivative transactions, including credit
derivatives and interest rate swaps. Issuer specific factors that are important to the determination of the
Company’s credit ratings include governance, the level and quality of earnings, capital adequacy, funding and
liquidity, risk appetite and management, asset quality, strategic direction and business mix. Additionally, the
agencies will look at other industry-wide factors such as regulatory or legislative changes, macro-economic
environment, and perceived levels of government support.

The rating agencies have stated that they currently incorporate various degrees of credit rating uplift from
external sources of potential support, as well as perceived government support of systemically important banks,
including the credit ratings of the Company. Rating agencies continue to monitor the progress of U.S. financial
reform legislation to assess whether the possibility of extraordinary government support for the financial system
in any future financial crises is negatively impacted. Legislative and rulemaking outcomes may lead to reduced
uplift assumptions for U.S. banks and thereby place downward pressure on credit ratings. At the same time,
proposed U.S. financial reform legislation and attendant rulemaking also has positive implications for credit
ratings such as higher standards for capital and liquidity levels. The net result on credit ratings and the timing of
any change in rating agency assumptions on support is currently uncertain.

At October 31, 2012, the Parent’s and Morgan Stanley Bank, N.A.’s senior unsecured ratings were as set forth
below.

Parent Morgan Stanley Bank, N.A.

Short-Term
Debt

Long-Term
Debt

Rating
Outlook

Short-Term
Debt

Long-Term
Debt

Rating
Outlook

Dominion Bond Rating Service Limited . . . . R-1 (middle) A (high) Negative — — —
Fitch Ratings Ltd. . . . . . . . . . . . . . . . . . . . . . F1 A Stable F1 A Stable
Moody’s Investor Services, Inc.(1) . . . . . . . . P-2 Baa1 Negative P-2 A3 Stable
Rating and Investment Information,

Inc.(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . a-1 A Negative — — —
Standard & Poor’s Financial Services

LLC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . A-2 A- Negative A-1 A Negative

(1) On June 21, 2012, Moody’s Investor Services, Inc. (“Moody’s”) downgraded the ratings of 15 banks on review for downgrade in the
context of a broad review of global banks with capital markets operations. The Parent’s long- and short-term debt ratings were lowered
two notches to Baa1/P-2 from A2/P-1, and Morgan Stanley Bank, N.A.’s long- and short-term debt ratings were lowered to A3/P-2 from
A1/P-1. A Negative outlook was assigned to the Parent, and a Stable outlook was assigned to Morgan Stanley Bank, N.A.

(2) On May 14, 2012, Ratings and Investment Information, Inc. downgraded the Parent’s long-term rating one notch to A from A+.

In connection with certain OTC trading agreements and certain other agreements where the Company is a
liquidity provider to certain financing vehicles associated with the Institutional Securities business segment, the
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Company may be required to provide additional collateral or immediately settle any outstanding liability
balances with certain counterparties or pledge additional collateral to certain exchanges and clearing
organizations in the event of a future credit rating downgrade irrespective of whether the company is in a net
asset or liability position.

As noted in the table above, the long-term credit ratings on the Company by Moody’s and Standard & Poor’s
Financial Services LLC (“S&P”) are currently at different levels (commonly referred to as “split ratings”). The
table below shows the future potential collateral amounts that could be called by counterparties or exchanges and
clearing organizations in the event of the following credit rating scenarios for Moody’s and S&P at
September 30, 2012:

Company Rating Scenario (Moody’s/S&P)
OTC

Agreements
Other

Agreements
Exchanges and

Clearing Organization

(dollars in millions)

Baa1/BBB+ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 399 $— $—
Baa2/BBB . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,519 $— $—
Baa3/BBB- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,327 $368 $140

While certain aspects of a credit ratings downgrade are quantifiable pursuant to contractual provisions, the
impact it will have on the Company’s business and results of operation in future periods is inherently
uncertain and will depend on a number of inter-related factors, including among others, the magnitude of the
downgrade, individual client behavior and future mitigating actions the Company may take. The liquidity impact
of additional collateral requirements is included in the Company’s Liquidity Stress Tests.

At September, 30 2012 and June 30, 2012, the future potential amounts that could have been called by
counterparties or exchanges and clearing organizations in the event of a downgrade to (Baa2 Moody’s/ BBB
S&P) was $2.5 billion and $2.6 billion, respectively.

Capital Management.

The Company’s senior management views capital as an important source of financial strength. The Company
actively manages its consolidated capital position based upon, among other things, business opportunities, risks,
capital availability and rates of return together with internal capital policies, regulatory requirements and rating
agency guidelines and, therefore, in the future may expand or contract its capital base to address the changing
needs of its businesses. The Company attempts to maintain total capital, on a consolidated basis, at least equal to
the sum of its operating subsidiaries’ equity.

At September 30, 2012, the Company had approximately $1.6 billion remaining under its current share
repurchase program out of the $6 billion authorized by the Board of Directors in December 2006. The share
repurchase program is for capital management purposes and considers, among other things, business segment
capital needs as well as equity-based compensation and benefit plan requirements. Share repurchases by the
Company are subject to regulatory approval. During the quarter and nine months ended September 30, 2012, the
Company did not repurchase common stock as part of its capital management share repurchase program (see also
“Unregistered Sales of Equity Securities and Use of Proceeds” in Part II, Item 2).

The Board of Directors determines the declaration and payment of dividends on a quarterly basis. In October
2012, the Company announced that its Board of Directors declared a quarterly dividend per common share of
$0.05. In September 2012, the Company also announced that the Board of Directors declared a quarterly
dividend of $255.56 per share of Series A Floating Rate Non-Cumulative Preferred Stock (represented by
depositary shares, each representing 1/1,000th interest in a share of preferred stock and each having a dividend of
$0.25556) and a quarterly dividend of $25.00 per share of Series C Non-Cumulative Non-Voting Perpetual
Preferred Stock.
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The following table sets forth the Company’s tangible common equity at September 30, 2012 and December 31,
2011 and average balances during the nine months ended September 30, 2012:

Balance at Average Balance(1)

September 30,
2012

December 31,
2011

For the
Nine Months Ended
September 30, 2012

(dollars in millions)

Common equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $60,291 $60,541 $60,960
Preferred equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,508 1,508 1,508

Morgan Stanley shareholders’ equity . . . . . . . . . . . . . . . . . . . . . . 61,799 62,049 62,468
Junior subordinated debentures issued to capital trusts . . . . . . . . 4,833 4,853 4,840
Less: Goodwill and net intangible assets(2) . . . . . . . . . . . . . . . . . (7,665) (6,691) (6,725)

Tangible Morgan Stanley shareholders’ equity . . . . . . . . . . . . . . $58,967 $60,211 $60,583

Common equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $60,291 $60,541 $60,960
Less: Goodwill and net intangible assets(2) . . . . . . . . . . . . . . . . . (7,665) (6,691) (6,725)

Tangible common equity(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $52,626 $53,850 $54,235

(1) The Company calculates its average balances based upon month-end balances.
(2) The goodwill and net intangible assets deduction exclude mortgage servicing rights (net of disallowable mortgage servicing rights) of $5

million and $120 million at September 30, 2012 and December 31, 2011, respectively, and include only the Company’s share of the
Wealth Management JV’s goodwill and intangible assets (see “Executive Summary—Significant Items—Wealth Management JV”
herein for further information).

(3) Tangible common equity, a non-GAAP financial measure, equals common equity less goodwill and net intangible assets as defined
above. The Company views tangible common equity as a useful measure to investors because it is a commonly utilized metric and
reflects the common equity deployed in the Company’s businesses.

Capital Covenants.

In October 2006 and April 2007, the Company executed replacement capital covenants in connection with
offerings by Morgan Stanley Capital Trust VII and Morgan Stanley Capital Trust VIII (the “Capital Securities”),
which become effective after the scheduled redemption date in 2046. Under the terms of the replacement capital
covenants, the Company has agreed, for the benefit of certain specified holders of debt, to limitations on its
ability to redeem or repurchase any of the Capital Securities for specified periods of time. For a complete
description of the Capital Securities and the terms of the replacement capital covenants, see the Company’s
Current Reports on Form 8-K dated October 12, 2006 and April 26, 2007.

Required Capital.

The Company’s capital estimation is based on the Required Capital Framework, an internal capital adequacy
measure. This framework is a risk-based internal use of capital measure, which is compared with the Company’s
regulatory capital to help ensure the Company maintains an amount of risk-based going concern capital after
absorbing potential losses from extreme stress events at a point in time. The difference between the Company’s
regulatory capital and aggregate Required Capital is Parent capital. Average Tier 1 common capital, aggregate
Required Capital and Parent capital for the quarter ended September 30, 2012 were approximately $43.4 billion,
$27.1 billion and $16.3 billion, respectively. The Company generally holds Parent capital for prospective
regulatory requirements, including Basel 2.5 and III, organic growth, acquisitions and other capital needs.

Tier 1 common capital and common equity attribution to the business segments is based on capital usage
calculated by the Required Capital Framework. In principle, each business segment is capitalized as if it were an
independent operating entity with limited diversification benefit between the business segments. Required
Capital is assessed at each business segment and further attributed to product lines. This process is intended to
align capital with the risks in each business segment in order to allow senior management to evaluate returns on a
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risk-adjusted basis. The Required Capital Framework will evolve over time in response to changes in the
business and regulatory environment and to incorporate enhancements in modeling techniques. The Company
will continue to evaluate the framework with respect to the impact of future regulatory requirements, as
appropriate.

Beginning in the quarter ended March 31, 2012, the Company and segment Required Capital is met by Tier 1
common capital. Prior to the quarter ended March 31, 2012, the Company’s Required Capital was met by
regulatory Tier 1 capital or Tier 1 common equity. Segment capital for prior periods has been recast under this
framework.

For a further discussion of the Company’s Tier 1 common capital, see “Regulatory Requirements” herein.

The following table presents the Parent’s and business segments’ average Tier 1 common capital and average
common equity for the quarter ended September 30, 2012 and the quarter ended June 30, 2012.

Three Months Ended
September 30, 2012

Three Months Ended
June 30, 2012

Average
Tier 1 Common

Capital

Average
Common

Equity

Average
Tier 1 Common

Capital

Average
Common

Equity

(dollars in billions)

Institutional Securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $22.0 $28.6 $22.3 $29.3
Global Wealth Management Group . . . . . . . . . . . . . . . . . . . . 3.8 13.2 3.8 13.3
Asset Management . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.3 2.4 1.3 2.5
Parent capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16.3 16.8 15.1 16.3

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $43.4 $61.0 $42.5 $61.4

Regulatory Requirements.

Capital.

The Company is a financial holding company under the Bank Holding Company Act of 1956, as amended, and is
subject to the regulation and oversight of the Federal Reserve. The Federal Reserve establishes capital
requirements for the Company, including well-capitalized standards, and evaluates the Company’s compliance
with such capital requirements. The Office of the Comptroller of the Currency establishes similar capital
requirements and standards for the Company’s national bank subsidiaries.

The Company calculates its capital ratios and risk-weighted assets (“RWA”) in accordance with the capital
adequacy standards for financial holding companies adopted by the Federal Reserve. These standards are based
upon a framework described in the “International Convergence of Capital Measurement and Capital Standards,”
July 1988, as amended, also referred to as Basel I.

At September 30, 2012, the Company was in compliance with Basel I capital requirements with ratios of Tier 1
capital to RWAs of 16.9% and total capital to RWAs of 17.0% (6% and 10% being well-capitalized for
regulatory purposes, respectively). Also, the ratio of Tier 1 common capital to RWAs was 13.9% (5% being the
minimum under the Federal Reserve’s Comprehensive Capital Analysis and Review (“CCAR”) framework). In
addition, financial holding companies are also subject to a Tier 1 leverage ratio as defined by the Federal
Reserve. The Company calculated its Tier 1 leverage ratio as Tier 1 capital divided by adjusted average total
assets (which reflects adjustments for disallowed goodwill, certain intangible assets, deferred tax assets and
financial and non-financial equity investments). The adjusted average total assets are derived using weekly
balances for the year. At September 30, 2012, the Company was in compliance with this leverage restriction,
with a Tier 1 leverage ratio of 7.2% (5% being well-capitalized for regulatory purposes).
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The following table reconciles the Company’s total shareholders’ equity to Tier 1 common, Tier 1, Tier 2 and
Total allowable capital as defined by the regulations issued by the Federal Reserve and presents the Company’s
consolidated capital ratios at September 30, 2012 and December 31, 2011:

At
September 30,

2012

At
December 31,

2011

(dollars in millions)

Allowable capital
Common shareholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 60,291 $ 60,541
Less: Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6,622) (6,686)
Less: Non-servicing intangible assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,899) (4,165)
Less: Net deferred tax assets(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,006) (6,098)
Less: After-tax debt valuation adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 502 (2,296)
Other deductions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,538) (1,511)

Tier 1 common capital(1)(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43,728 39,785

Qualifying preferred stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,508 1,508
Qualifying restricted core capital elements(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,116 9,821

Tier 1 capital(1)(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53,352 51,114

Qualifying subordinated debt and restricted core capital elements(3) . . . . . . . . . . . . . 783 4,546
Other qualifying amounts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 101 17
Other deductions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (776) (721)

Tier 2 capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 108 3,842

Total allowable capital(1)(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 53,460 $ 54,956

Total risk weighted assets(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $314,770 $314,817

Capital ratios
Total capital ratio(1)(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.0% 17.5%

Tier 1 common capital ratio(1)(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.9% 12.6%

Tier 1 capital ratio(1)(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16.9% 16.2%

Tier 1 leverage ratio(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.2% 6.6%

(1) The December 31, 2011 deferred tax asset disallowance was adjusted by approximately $1.2 billion, resulting in a reduction to the
Company’s Tier 1 common capital, Tier 1 capital, Total capital, RWAs and adjusted average assets by such amount, Tier 1 common
capital ratio, Tier 1 capital ratio and Total capital ratio by approximately 30 basis points and Tier 1 leverage ratio by approximately 20
basis points.

(2) Tier 1 common capital ratio equals Tier 1 common capital divided by RWAs. On December 30, 2011, the Federal Reserve formalized
regulatory definitions for Tier 1 common capital and Tier 1 common capital ratio. The Federal Reserve defined Tier 1 common capital as
Tier 1 capital less non-common elements in Tier 1 capital, including perpetual preferred stock and related surplus, minority interest in
subsidiaries, trust preferred securities and mandatory convertible preferred securities. Previously, the Company’s definition of Tier 1
common capital included all of the items noted in the Federal Reserve’s definition, but it also included an adjustment for the portion of
goodwill and non-servicing intangible assets associated with the Wealth Management JV’s noncontrolling interests (i.e., Citi’s share of
the Wealth Management JV’s goodwill and intangibles). The Company’s conformance to the Federal Reserve’s definition under the final
rule reduced its Tier 1 common capital and Tier 1 common ratio by approximately $4.2 billion and 132 basis points, respectively at
December 31, 2011.

(3) At September 30, 2012, Tier 2 capital declined to $108 million from $3,842 million at December 31, 2011. The change in the terms of
the Wealth Management JV’s noncontrolling interests resulted in a reclassification from nonredeemable to redeemable in the quarter
ended September 30, 2012, and also disqualified it as a component of the Company’s Tier 1 and Tier 2 capital. Noncontrolling interests
and trust preferred securities are both components of restricted core capital, which is limited to 15% of Tier 1 capital. Due to the
disqualification of noncontrolling interests, the Company’s capacity for restricted core capital increased such that it was able to include
its remaining trust preferred securities (approximately $3.0 billion, previously in Tier 2 capital at December 31, 2011) in Tier 1 capital.
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In November 2011, the Federal Reserve issued final rules on capital plans (“Capital Plans”), which require large
bank holding companies such as the Company to submit Capital Plans on an annual basis in order for the Federal
Reserve to assess the companies’ systems and processes that incorporate forward-looking projections of revenue
and losses to monitor and maintain their internal capital adequacy. The rules also require that such companies
receive no objection from the Federal Reserve before making a capital action. The Federal Reserve published the
results of its 2012 Comprehensive Capital Analysis and Review in March 2012. The Company received no
objection to its 2012 capital plan, including the acquisition of an additional 14% of the Wealth Management JV,
which was completed in September 2012, and ongoing payment of current common and preferred dividends.

In October 2012, the Federal Reserve issued a final rule on Supervisory and Company-run Stress Test
Requirements for Covered Companies, including the Company, and requires the Company to conduct semi-
annual stress tests under baseline, adverse and severely adverse economic scenarios. Under this rule, Covered
Companies are required to publicly disclose the results of their stress tests under the severely adverse economic
scenario.

Total allowable capital is composed of Tier 1 capital, which includes Tier 1 common capital, and Tier 2 capital.
Under the Federal Reserve’s Capital Plans final rules, Tier 1 common capital is calculated as Tier 1 capital less
non-common elements in Tier 1 capital. Non-common elements include perpetual preferred stock and related
surplus, minority interests in subsidiaries, trust preferred securities and mandatory convertible preferred
securities. In their June 2012 Basel III proposals, the U.S. banking regulators proposed a new definition of
common equity Tier 1 capital. The existing supervisory definition of Tier 1 common capital will remain in force
under the Capital Plans final rules until the Federal Reserve adopts the new Basel III common equity Tier 1 ratio.
Tier 1 capital consists predominantly of common shareholders’ equity as well as qualifying preferred stock and
qualifying restricted core capital elements (qualifying trust preferred securities and noncontrolling interests) less
goodwill, non-servicing intangible assets (excluding allowable mortgage servicing rights), net deferred tax assets
(recoverable in excess of one year), an after-tax debt valuation adjustment and certain other deductions, including
equity investments. The debt valuation adjustment in the above table represents the cumulative change in fair
value of certain long-term and short-term borrowings that was attributable to the Company’s own instrument-
specific credit spreads and is included in retained earnings. For a further discussion of fair value, see Note 4 to
the condensed consolidated financial statements.

At September 30, 2012, the Company calculated its RWAs in accordance with the regulatory capital
requirements of the Federal Reserve, which is consistent with guidelines described under Basel I. RWAs reflect
both on and off-balance sheet risk of the Company. The risk capital calculations will evolve over time as the
Company enhances its risk management methodology and incorporates improvements in modeling techniques
while maintaining compliance with the regulatory requirements and interpretations.

Market RWAs reflect capital charges attributable to the risk of loss resulting from adverse changes in market
prices and other factors. For a further discussion of the Company’s market risks and Value-at-Risk (“VaR”)
model, see “Quantitative and Qualitative Disclosures about Market Risk” in Part II, Item 7A, of the Form 10-K
and in Part I, Item 3 herein. Market RWAs incorporate two components: systematic risk and specific risk.
Systematic and specific risk charges are computed using either the Company’s VaR model or Standardized
Approach in accordance with regulatory requirements.

Credit RWAs reflect capital charges attributable to the risk of loss arising from a borrower or counterparty failing
to meet its financial obligations. For a further discussion of the Company’s credit risks, see “Quantitative and
Qualitative Disclosures about Market Risk” in Part II, Item 7A, of the Form 10-K and in Part I, Item 3 herein.

In December 2007, the U.S. banking regulators published final regulations incorporating the Basel II Accord,
which requires internationally active banking organizations, as well as certain of their U.S. bank subsidiaries, to
implement Basel II standards over the next several years. In July 2010, the Company began reporting its capital
adequacy standards on a parallel basis to its regulators under Basel I and Basel II as part of a phased
implementation of Basel II.
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In December 2009, the Basel Committee released proposals on risk-based capital, leverage and liquidity
standards, known as “Basel III.” In June 2012, the U.S. banking regulators proposed rules to implement many
aspects of Basel III (the “proposals”). The proposals complement an earlier proposal for revisions to the market
risk framework. The earlier proposal, also referred to as “Basel 2.5”, increases capital requirements for
securitizations and correlation trading within the Company’s trading book. In June 2012, the U.S. banking
regulators issued final rules that implement the Basel 2.5 market risk framework proposals. Those rules will
become effective on January 1, 2013, and the Company expects to be in compliance with the rules as of such
date.

The proposals contain new capital standards that raise the quality of capital and strengthen counterparty credit
risk capital requirements and introduce a leverage ratio as a supplemental measure to the risk-based ratio. The
proposals include a new capital conservation buffer, which imposes a common equity requirement above the new
minimum that can be depleted under stress, and could result in restrictions on capital distributions and
discretionary bonuses under certain circumstances. The proposals also provide for a potential countercyclical
buffer which regulators can activate during periods of excessive credit growth in their jurisdiction. The U.S.
banking regulators did not address the new additional loss absorbency capital requirement for global systemically
important banks (“GSIB”), such as the Company, that is included in the original Basel III standards. U.S.
banking regulators have indicated that guidance on GSIB capital requirements would be forthcoming; however
the Basel Committee on Banking Supervision has published guidance indicating that the Company would be
subject to a 1.5% capital surcharge. The proposals also propose amendments to the advanced approaches risk-
based capital rule that will amend certain aspects of the treatment of counterparty credit risk under the Basel II
framework and replace the use of externally developed credit ratings with proposed alternatives such as
internally developed credit ratings. Under the proposals, the new capital requirements would be phased in over
several years, beginning in 2013.

In June 2011, the U.S. banking regulators published final regulations implementing a certain provision of the
Dodd-Frank Act requiring that certain institutions supervised by the Federal Reserve, including the Company, be
subject to minimum capital requirements that are not less than the generally applicable risk-based capital
requirements. The proposals would establish a standardized approach that, among other things, modifies risk
weights for certain types of asset classes and would serve as the minimum “capital floor” for certain financial
institutions, including the Company. The Basel III proposals published by the U.S. banking regulators in June
2012 proposed to implement this floor, as well as including proposed changes to the determination of risk
weights for certain types of asset classes for financial institutions employing advanced approaches.

Pursuant to provisions of the Dodd-Frank Act, over time, trust preferred securities that meet Tier 2 capital
eligibility criteria will no longer qualify as Tier 1 capital but will only qualify as Tier 2 capital. This change in
regulatory capital treatment will be phased in incrementally during a transition period that will start on January 1,
2013 and end on January 1, 2016. This provision of the Dodd-Frank Act accelerates the phasing in of the
disqualification of the trust preferred securities as provided for by Basel III.

Under the Basel III proposals, based on a preliminary analysis of the guidelines published to date and other
factors, the Company estimates its pro forma Tier 1 common capital ratio under Basel III to be approximately 9%
as of September 30, 2012. This is a preliminary estimate assuming relevant advanced approach regulatory model
approvals and may change based on final rules to be issued by the Federal Reserve. If the Company does not
receive such model approvals, this could have a significant impact on the Company’s estimates. In addition, our
estimate may not be comparable with that of other financial services firms given the final rules have not been
issued and our estimate may be calculated differently from other financial services firms. The pro forma Tier 1
common capital ratio under Basel III is a non-GAAP financial measure that the Company considers to be a useful
measure to the Company and investors to gauge future regulatory capital requirements. The pro forma Tier 1
common capital ratio estimate is based on shareholders’ equity, Tier 1 common capital and RWAs at
September 30, 2012. This preliminary estimate is subject to risks and uncertainties that may cause actual results
to differ materially and should not be taken as a projection of what the Company’s capital ratios, RWAs, earnings
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or other results will actually be at these future dates. For a discussion of risks and uncertainties that may affect
the future results of the Company, please see “Risk Factors” in Part I, Item 1A of the Form 10-K.

Liquidity.

The Basel Committee has developed two standards for supervisors to use in liquidity risk supervision. The first
standard’s objective is to promote the short-term resilience of the liquidity risk profile of banks and bank holding
companies. The Basel Committee developed the Liquidity Coverage Ratio (“LCR”) to ensure banks have
sufficient high-quality liquid assets to cover net outflows arising from significant stress lasting 30 calendar
days. The standard requires that the value of the ratio be no lower than 100%. The second standard’s objective is
to promote resilience over a longer time horizon. The Net Stable Funding Ratio (“NSFR”) has a time horizon of
one year and builds on traditional “net liquid asset” and “cash capital” methodologies used widely by
internationally active banking organizations to provide a sustainable maturity structure of assets and liabilities.
The NSFR is defined as the amount of available stable funding to the amount of required stable funding. This
ratio must be greater than 100%. After an observation period that began in 2011, the LCR, including any
revisions, will be introduced on January 1, 2015. The NSFR, including any revisions, will move to a minimum
standard by January 1, 2018. The Company will continue to monitor the development of these standards,
including the potential impact on the Company’s current liquidity and funding requirements.

In addition, in December 2011, the Federal Reserve issued proposed rules to implement certain requirements of
the systemic risk regime, including with respect to liquidity. The proposed rules would require systemically
important financial institutions, such as the Company, to maintain a sufficient quantity of highly liquid assets to
survive a projected 30-day liquidity stress event, to conduct regular liquidity stress tests, and to implement
various liquidity risk management requirements.

Off-Balance Sheet Arrangements with Unconsolidated Entities.

The Company enters into various arrangements with unconsolidated entities, including VIEs, primarily in
connection with its Institutional Securities and Global Wealth Management Group business segments. See “Off-
Balance Sheet Arrangements with Unconsolidated Entities” included in Part II, Item 7, of the Form 10-K and
Note 7 to the condensed consolidated financial statements for further information.

See Note 12 to the condensed consolidated financial statements for further information on guarantees.
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Commitments.

The Company’s commitments associated with outstanding letters of credit and other financial guarantees
obtained to satisfy collateral requirements, investment activities, corporate lending and financing arrangements,
mortgage lending and margin lending at September 30, 2012 are summarized below by period of expiration.
Since commitments associated with these instruments may expire unused, the amounts shown do not necessarily
reflect the actual future cash funding requirements:

Years to Maturity

Less
than 1 1-3 3-5 Over 5

Total at
September 30,

2012

(dollars in millions)
Letters of credit and other financial guarantees obtained to

satisfy collateral requirements . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,220 $ 6 $ 6 $ — $ 1,232
Investment activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 807 167 44 269 1,287
Primary lending commitments—investment grade(1) . . . . . . . . . 8,598 14,353 33,217 735 56,903
Primary lending commitments—non-investment grade(1) . . . . . 1,558 2,907 11,452 2,722 18,639
Secondary lending commitments(2) . . . . . . . . . . . . . . . . . . . . . . . 63 146 30 4 243
Commitments for secured lending transactions . . . . . . . . . . . . . . 690 3 — — 693
Forward starting reverse repurchase agreements and securities

borrowing agreements(3)(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . 61,932 — — — 61,932
Commercial and residential mortgage-related commitments . . . . 1,061 15 141 264 1,481
Other commitments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,458 219 68 68 1,813

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $77,387 $17,816 $44,958 $4,062 $144,223

(1) This amount includes $29.2 billion of investment grade and $6.2 billion of non-investment grade unfunded commitments accounted for
as held for investment and $3.5 billion of investment grade and $4.3 billion of non-investment grade unfunded commitments accounted
for as held for sale at September 30, 2012. The remainder of these lending commitments are carried at fair value.

(2) These commitments are recorded at fair value within Financial instruments owned and Financial instruments sold, not yet purchased in
the condensed consolidated statements of financial condition (see Note 4 to the condensed consolidated financial statements).

(3) The Company enters into forward starting reverse repurchase and securities borrowing agreements (agreements that have a trade date at
or prior to September 30, 2012 and settle subsequent to period-end) that are primarily secured by collateral from U.S. government agency
securities and other sovereign government obligations. These agreements primarily settle within three business days and of the amount at
September 30, 2012, $53.6 billion settled within three business days.

(4) The Company also has a contingent obligation to provide financing to a clearinghouse through which it clears certain transactions. The
financing is required only upon the default of a clearinghouse member. The financing takes the form of a reverse repurchase facility, with
a maximum amount of approximately $3 billion.

The above table does not include the Company’s commitment to purchase an additional 35% of the Wealth
Management JV, for $4.725 billion upon regulatory approval (see Note 3 to the condensed consolidated financial
statements).

Effects of Inflation and Changes in Foreign Exchange Rates.

The Company’s assets to a large extent are liquid in nature and, therefore, are not significantly affected by
inflation. Inflation may result in increases in the Company’s expenses, which may not be readily recoverable in
the price of services offered. To the extent inflation results in rising interest rates and has other adverse effects
upon the securities markets and upon the value of financial instruments, it may adversely affect the Company’s
financial position and profitability.

A significant portion of the Company’s business is conducted in currencies other than the U.S. dollar, and changes
in foreign exchange rates relative to the U.S. dollar can therefore affect the value of non-U.S. dollar net assets,
revenues and expenses. Potential exposures as a result of these fluctuations in currencies are closely monitored, and,
where cost-justified, strategies are adopted that are designed to reduce the impact of these fluctuations on the
Company’s financial performance. These strategies may include the financing of non-U.S. dollar assets with direct
or swap-based borrowings in the same currency and the use of currency forward contracts or the spot market in
various hedging transactions related to net assets, revenues, expenses or cash flows.
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Item 3. Quantitative and Qualitative Disclosures about Market Risk.
Market Risk.

Market risk refers to the exposure of the Company to adverse changes in the values of its portfolios and financial
instruments due to changes in market prices or rates. Generally, the Company is exposed to market risk as a
result of trading, investing and client facilitation activities, mainly within the Institutional Securities business
segment where the substantial majority of the Company’s Value-at-Risk (“VaR”) for market risk exposures is
generated. In addition, the Company incurs trading related market risk within the Global Wealth Management
Group business segment. The Asset Management business segment incurs mainly non-trading market risk
primarily from capital investments in real estate funds and investments in private equity vehicles. Regarding
sales and trading and related activities, the Company is exposed to concentration risk in certain of its OTC
derivatives portfolios related to the additional cost of closing out particularly large risk positions. For a further
discussion of the Company’s Market Risk, see “Quantitative and Qualitative Disclosures about Market
Risk—Risk Management” in Part II, Item 7A of the Form 10-K.

VaR.

The Company uses the statistical technique known as VaR as one of the tools used to measure, monitor and
review the market risk exposures of its trading portfolios. The Market Risk Department calculates and distributes
daily VaR-based risk measures to various levels of management.

VaR Methodology, Assumptions and Limitations.

The Company has enhanced its VaR model during 2012 to make it more responsive to current market conditions
while maintaining a longer-term perspective. This enhancement is consistent with regulatory requirements. The
current VaR model has been approved by the Company’s regulators for use in regulatory capital calculations.

The Company estimates VaR using a model based on volatility adjusted historical simulation for general market
risk factors and Monte Carlo simulation for name-specific risk in corporate shares, bonds, loans and related
derivatives. The model constructs a distribution of hypothetical daily changes in the value of trading portfolios
based on the following: historical observation of daily changes in key market indices or other market risk factors;
and information on the sensitivity of the portfolio values to these market risk factor changes. The Company’s
current VaR model uses four years of historical data with a volatility adjustment to reflect current market
conditions. The Company’s prior VaR model also uses four years of historical data, but does not make any
volatility adjustments and is therefore less responsive to current market conditions. To facilitate the transition to
the current VaR model, results using both the current and prior VaR models are included in the Trading Risks
section below. The Company’s 95%/one-day VaR corresponds to the unrealized loss in portfolio value that,
based on historically observed market risk factor movements, would have been exceeded with a frequency of 5%,
or five times in every 100 trading days, if the portfolio were held constant for one day.

The Company uses VaR as one of a range of risk management tools. VaR methodology has various strengths and
limitations, which include, but are not limited to: use of historical changes in market risk factors, which may not
be accurate predictors of future market conditions, and may not fully incorporate the risk of extreme market
events that are outsized relative to observed historical market behavior or reflect the historical distribution of
results beyond the 95% confidence interval; and reporting of losses in a single day, which does not reflect the
risk of positions that cannot be liquidated or hedged in one day. A small proportion of market risk generated by
trading positions is not included in VaR. The modeling of the risk characteristics of some positions relies on
approximations that, under certain circumstances, could produce significantly different results from those
produced using more precise measures.

The Company’s VaR model evolves over time in response to changes in the composition of trading portfolios
and to improvements in modeling techniques and systems capabilities. The Company is committed to continuous
review and enhancement of VaR methodologies and assumptions in order to capture evolving risks associated
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with changes in market structure and dynamics. As part of regular process improvement, additional systematic
and name-specific risk factors may be added to improve the VaR model’s ability to more accurately estimate
risks to specific asset classes or industry sectors.

The Company also performs routine stress testing to more comprehensively monitor the risks in the portfolio.
The Company utilizes Stress VaR (“S-VaR”), which is a proprietary methodology that seeks to measure both the
Company’s market and credit risks, while adjusting for the different liquidity characteristics of the underlying
risks (in contrast to traditional VaR measures which are typically calculated using the same liquidity horizon for
all risks). S-VaR is an important risk metric used in establishing the Company’s risk tolerance and its capital
allocation framework. Further information on S-VaR can be found in “Quantitative and Qualitative Disclosures
about Market Risk—Risk Management” in Part II, Item 7A of the Form 10-K.

Since the reported VaR statistics are estimates based on historical data, VaR should not be viewed as predictive
of the Company’s future revenues or financial performance or of its ability to monitor and manage risk. There
can be no assurance that the Company’s actual losses on a particular day will not exceed the VaR amounts
indicated below or that such losses will not occur more than five times in 100 trading days for a 95%/one-day
VaR. VaR does not predict the magnitude of losses which, should they occur, may be significantly greater than
the VaR amount.

The Credit Portfolio VaR is disclosed as a separate category from the Primary Risk Categories. The Credit
Portfolio VaR includes the mark-to-market relationship lending exposures and associated hedges as well as
counterparty credit valuation adjustments and related hedges.

The tables below present VaR for the Company’s Trading portfolio, on a quarter-end, quarterly average and
quarterly high and low basis under both the current model as well as the prior model (see Tables 1a and 1b
below, respectively). The VaR that would result if the Company were to adopt an alternative confidence level for
the VaR statistic (99% rather than 95%) using the current model is also disclosed (see Table 2 below).

Trading Risks.

The tables below present the Company’s 95%/one-day Trading VaR using both the current model and the prior
model:

Table 1a: 95% VaR - Current Model
95%/One-Day VaR for

the Quarter Ended September 30, 2012
95%/One-Day VaR for

the Quarter Ended June 30, 2012

Market Risk Category
Period

End Average High Low
Period

End Average High Low

(dollars in millions)

Interest rate and credit spread . . . . . . . . . . $ 58 $ 53 $ 64 $ 43 $ 51 $ 63 $ 87 $51
Equity price . . . . . . . . . . . . . . . . . . . . . . . 21 26 35 19 25 29 39 21
Foreign exchange rate . . . . . . . . . . . . . . . 16 12 17 9 19 13 19 7
Commodity price . . . . . . . . . . . . . . . . . . . 22 22 25 20 22 27 30 21
Less: Diversification benefit(1)(2) . . . . . . (51) (55) N/A N/A (60) (64) N/A N/A

Primary Risk Categories . . . . . . . . . . . . . . $ 66 $ 58 $ 66 $ 52 $ 57 $ 68 $ 98 $55

Credit Portfolio . . . . . . . . . . . . . . . . . . . . . 21 23 25 20 23 26 28 23
Less: Diversification benefit(1)(2) . . . . . . (15) (18) N/A N/A (17) (18) N/A N/A

Total Trading VaR . . . . . . . . . . . . . . . . . . $ 72 $ 63 $ 72 $ 57 $ 63 $ 76 $107 $62

(1) Diversification benefit equals the difference between the total VaR and the sum of the component VaRs. This benefit arises because the
simulated one-day losses for each of the components occur on different days; similar diversification benefits also are taken into account
within each component.

(2) N/A–Not Applicable. The minimum and maximum VaR values for the total VaR and each of the component VaRs might have occurred
on different days during the quarter and therefore the diversification benefit is not an applicable measure.
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The Company’s average VaR for the Primary Risk Categories for the quarter ended September 30, 2012 was
$58 million compared with $68 million for the quarter ended June 30, 2012. This decrease was mainly driven by
reductions in the interest rate and credit spread risk category.

The average Credit Portfolio VaR for the quarter ended September 30, 2012 was $23 million compared with
$26 million for the quarter ended June 30, 2012. This reduction reflects the transition of loans held at fair value
to loans held for investment net of allowance and lower average credit spreads.

The average Total Trading VaR for the quarter ended September 30, 2012 was $63 million compared with
$76 million for the quarter ended June 30, 2012. This decrease was principally the result of the interest rate and
credit spread activity in the Primary Risk Categories.

To aid in the transition to the current VaR model, results using the prior model are presented below:

Table 1b: 95% VaR - Prior Model
95%/One-Day VaR for

the Quarter Ended September 30, 2012
95%/One-Day VaR for

the Quarter Ended June 30, 2012

Market Risk Category
Period

End Average High Low
Period

End Average High Low

(dollars in millions)

Interest rate and credit spread . . . . . . . . . . . . $ 85 $ 76 $ 88 $ 62 $ 72 $ 75 $ 95 $60
Equity price . . . . . . . . . . . . . . . . . . . . . . . . . . 27 32 44 25 31 36 46 26
Foreign exchange rate . . . . . . . . . . . . . . . . . . 22 17 23 12 24 16 24 9
Commodity price . . . . . . . . . . . . . . . . . . . . . . 27 27 30 23 28 34 40 26
Less: Diversification benefit(1)(2) . . . . . . . . (78) (73) N/A N/A (76) (80) N/A N/A

Primary Risk Categories . . . . . . . . . . . . . . . . $ 83 $ 79 $ 88 $ 71 $ 79 $ 81 $108 $71

Credit Portfolio . . . . . . . . . . . . . . . . . . . . . . . 24 28 30 24 29 33 34 29
Less: Diversification benefit(1)(2) . . . . . . . . (18) (25) N/A N/A (23) (23) N/A N/A

Total Trading VaR . . . . . . . . . . . . . . . . . . . . $ 89 $ 82 $ 91 $ 74 $ 85 $ 91 $118 $79

(1) Diversification benefit equals the difference between the total VaR and the sum of the component VaRs. This benefit arises because the
simulated one-day losses for each of the components occur on different days; similar diversification benefits also are taken into account
within each component.

(2) N/A–Not Applicable. The minimum and maximum VaR values for the total VaR and each of the component VaRs might have occurred
on different days during the quarter and therefore the diversification benefit is not an applicable measure.

The current VaR model estimates are lower than the VaR estimates produced under the prior model because the
prior model places more emphasis on the large market moves experienced during the 2008 financial crisis, while
the current model places more emphasis on more recent volatility, which has been generally lower.

VaR Statistics under Varying Assumptions.

VaR statistics are not readily comparable across firms because of differences in the breadth of products included
in each firm’s VaR model, in the statistical assumptions made when simulating changes in market risk factors,
and in the methods used to approximate portfolio revaluations under the simulated market conditions. These
differences can result in materially different VaR estimates for similar portfolios. The impact varies depending
on the factor history assumptions, the frequency with which the factor history is updated, and the confidence
level. As a result, VaR statistics are more reliable and relevant when used as indicators of trends in risk taking
rather than as a basis for inferring differences in risk taking across firms.
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Table 2 presents VaR statistics for the Company under an alternative confidence level (95% versus 99%). The
Company previously disclosed VaR using a One Year Risk Factor History as well as a Four Year Risk Factor
History to aid comparison with other firms, many of which use relatively short risk factor histories in their VaR
models. The current model, while maintaining a longer term perspective, responds to changes in risk at a rate
comparable to a One Year VaR or an exponentially weighted VaR and thus the comparison is no longer
necessary.

Table 2: 95% and 99% Average Trading VaR - Current Model

95% Average One-Day
VaR for the Quarter Ended

September 30, 2012

99% Average One-Day
VaR for the Quarter Ended

September 30, 2012

(dollars in millions)
Market Risk Category

Interest rate and credit spread . . . . . . . . . . . . . . . . . . . . . . . . $ 53 $ 88
Equity price . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26 35
Foreign exchange rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12 20
Commodity price . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22 36
Less: Diversification benefit(1) . . . . . . . . . . . . . . . . . . . . . . . (55) (93)

Primary Risk Categories . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 58 $ 86

Credit Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23 38
Less: Diversification benefit(1) . . . . . . . . . . . . . . . . . . . . . . . (18) (29)

Total Trading VaR . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 63 $ 95

(1) Diversification benefit equals the difference between the total VaR and the sum of the component VaRs. This benefit arises because the
simulated one-day losses for each of the components occur on different days; similar diversification benefits also are taken into account
within each component.

Distribution of VaR Statistics and Net Revenues for the quarter ended September 30, 2012.

One method of evaluating the reasonableness of the Company’s VaR model as a measure of the Company’s
potential volatility of net revenue is to compare the VaR with actual trading revenue. Assuming no intra-day
trading, for a 95%/one-day VaR, the expected number of times that trading losses should exceed VaR during the
year is 13, and, in general, if trading losses were to exceed VaR more than 21 times in a year, the adequacy of the
VaR model could be questioned. The Company evaluates the reasonableness of its VaR model by comparing the
potential declines in portfolio values generated by the model with actual trading results for both the Company as
well as individual business units. For days where losses exceed the 95% or 99% VaR statistic, the Company
examines the drivers of trading losses to evaluate the VaR model’s accuracy relative to realized trading results.

The distribution of VaR Statistics and Net Revenues will be presented for both the Primary Risk Categories and
the Total Trading populations.
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Primary Risk Categories.

As shown in Table 1a, the Company’s average 95%/one-day Primary Risk Categories VaR for the quarter ended
September 30, 2012 was $58 million. The histogram below presents the distribution of the Company’s daily
95%/one-day Primary Risk Categories VaR for the quarter ended September 30, 2012. Primary Risk Categories
VaR was in a range between $50 million and $65 million for approximately 95% of the trading days during the
quarter.
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The histogram below shows the distribution of daily net trading revenue for the Company’s businesses that
comprise the Primary Risk Categories for the quarter ended September 30, 2012. This excludes non-trading
revenues of these businesses and revenue associated with the Company’s own credit risk. During the quarter
ended September 30, 2012, the Company’s businesses that comprise the Primary Risk Categories experienced net
trading losses on eight days, of which zero days were in excess of the 95%/one-day Primary Risk Categories
VaR.
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Total Trading—including the Primary Risk Categories and the Credit Portfolio.

As shown in Table 1a, the Company’s average 95%/one-day Total Trading VaR, which includes the Primary
Risk Categories and the Credit Portfolio, for the quarter ended September 30, 2012 was $63 million. The
histogram below presents the distribution of the Company’s daily 95%/one-day Total Trading VaR for the
quarter ended September 30, 2012. Total Trading VaR was in a range between $55 million and $70 million for
approximately 89% of trading days during the quarter.
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The histogram below shows the distribution of daily net trading revenue for the Company’s Trading businesses for
the quarter ended September 30, 2012. This excludes non-trading revenues of these businesses and revenue
associated with the Company’s own credit risk. During the quarter ended September 30, 2012, the Company
experienced net trading losses on eight days, of which zero days were in excess of the 95%/one-day Trading VaR.
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Non-Trading Risks.

The Company believes that sensitivity analysis is an appropriate representation of the Company’s non-trading
risks. Reflected below is this analysis, which covers substantially all of the non-trading risk in the Company’s
portfolio.

Counterparty Exposure Related to the Company’s Own Spread.

The credit spread risk relating to the Company’s own mark-to-market derivative counterparty exposure is
managed separately from VaR. The credit spread risk sensitivity of this exposure corresponds to an increase in
value of approximately $6 million for each 1 basis point widening in the Company’s credit spread level for both
the quarter ended September 30, 2012 and the quarter ended June 30, 2012.

Funding Liabilities.

The credit spread risk sensitivity of the Company’s mark-to-market funding liabilities corresponded to an
increase in value of approximately $13 million and $12 million for each 1 basis point widening in the Company’s
credit spread level for September 30, 2012 and June 30, 2012, respectively.

Interest Rate Risk Sensitivity on Income from Continuing Operations.

The Company measures the interest rate risk of certain assets and liabilities by calculating the hypothetical
sensitivity of net interest income to potential changes in the level of interest rates over the next twelve months.
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This sensitivity analysis includes positions that are mark-to-market as well as positions that are accounted for on
an accrual basis. For interest rate derivatives that are perfect economic hedges to non-mark-to-market assets or
liabilities, the disclosed sensitivities include only the impact of the coupon accrual mismatch. This treatment
mitigates the effects caused by the measurement basis differences between the economic hedge and the
corresponding hedged instrument.

Given the currently low interest rate environment, the Company uses the following two interest rate scenarios to
quantify the Company’s sensitivity: instantaneous parallel shocks of 100 and 200 basis point increases to all
points on all yield curves simultaneously.

The hypothetical model does not assume any growth, change in business focus, asset pricing philosophy or asset/
liability funding mix and does not capture how the Company would respond to significant changes in market
conditions. Furthermore, the model does not reflect the Company’s expectations regarding the movement of
interest rates in the near term, nor the actual effect on income from continuing operations before income taxes if
such changes were to occur.

September 30, 2012 June 30, 2012

+100 Basis
Points

+200 Basis
Points

+100 Basis
Points

+200 Basis
Points

(dollars in millions)

Impact on income from continuing operations before income
taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $711 $1,094 $771 $1,303

Impact on income from continuing operations before income taxes
excluding Citi’s share of the Wealth Management JV(1) . . . . . . . 459 703 535 918

(1) Reflects the exclusion of the portion of income from continuing operations before taxes associated with the Wealth Management JV’s
redeemable noncontrolling interest.

Principal Investments.

The Company makes investments in both public and private companies. These investments are predominantly
equity positions with long investment horizons, the majority of which are for business facilitation purposes. The
market risk related to these investments is measured by estimating the potential reduction in net revenues
associated with a 10% decline in investment values.

10% Sensitivity

Investments September 30, 2012 June 30, 2012

(dollars in millions)

Investments related to Asset Management activities:
Hedge fund investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $126 $132
Private equity and infrastructure funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 130 114
Real estate funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 136 133

Other investments:
Mitsubishi UFJ Morgan Stanley Securities Co., Ltd. . . . . . . . . . . . . . . . . . . 155 148
Other Company investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 285 298

Credit Risk.

For a further discussion of the Company’s credit risks, see “Quantitative and Qualitative Disclosures about
Market Risk—Risk Management—Credit Risk” in Part II, Item 7A of the Form 10-K. See Notes 8 and 12 to the
condensed consolidated financial statements for additional information about the Company’s financing
receivables and lending commitments, respectively.
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Lending Activities.

The Company provides loans to a variety of customers, from large corporate and institutional clients to
high-net-worth individuals. The table below summarizes the Company’s loans classified as Loans and Financial
instruments owned in the condensed consolidated statements of financial condition at September 30, 2012. See
Notes 4 and 8 to the condensed consolidated financial statements for further information.

Institutional
Securities
Corporate
Lending(1)

Institutional
Securities
Other(2)

Global
Wealth

Management
Group(3) Total

(dollars in millions)

Commercial and industrial . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,961 $ 578 $ 2,663 $ 8,202
Consumer loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 6,826 6,826
Residential real estate loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 6,097 6,097
Wholesale real estate loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 421 27 448

Loans held for investment, net of allowance . . . . . . . . . . . . . . . 4,961 999 15,613 21,573

Loans held for sale . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,637 — 134 2,771

Loans held at fair value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,698 8,732 — 19,430

Total Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $18,296 $9,731 $15,747 $43,774

(1) In addition to loans, at September 30, 2012, $35.4 billion of unfunded lending commitments were accounted for as held for investment,
$7.8 billion of unfunded lending commitments were accounted for as held for sale and $32.3 billion of unfunded lending commitments
were accounted for at fair value.

(2) In addition to loans, at September 30, 2012, $0.2 billion of unfunded lending commitments were accounted for as held for investment
and $1.4 billion of unfunded lending commitments were accounted for at fair value.

(3) In addition to loans, at September 30, 2012, $2.5 billion of unfunded lending commitments were accounted for as held for investment
and $0.2 billion of unfunded lending commitments were accounted for as held for sale.

Institutional Securities Corporate Lending-Credit Exposure. In connection with certain of its Institutional
Securities business segment activities, the Company provides loans or lending commitments (including bridge
financing) to selected corporate clients. Such loans and lending commitments can generally be classified as either
“relationship-driven” or “event-driven.” These loans and lending commitments have varying terms, may be
senior or subordinated, may be secured or unsecured, are generally contingent upon representations, warranties
and contractual conditions applicable to the borrower, and may be syndicated, traded or hedged by the Company.

“Relationship-driven” loans and lending commitments refer to loans and lending commitments used for general
corporate purposes, working capital and liquidity purposes. Commitments associated with “relationship-driven”
activities may not be indicative of the Company’s actual funding requirements, as the commitment may expire
unused or the borrower may not fully utilize the commitment. The Company may hedge its exposures in
connection with “relationship-driven” transactions. Additionally, the Company may mitigate credit risk by
requiring borrowers to pledge collateral and include financial covenants in lending commitments. The
Company’s “relationship-driven” loans and lending commitments typically consist of revolving lines of credit,
letter of credit facilities and certain term loans. These loans are carried either at fair value with changes in fair
value recorded in earnings or amortized cost in the condensed consolidated statements of financial condition.

“Event-driven” loans and lending commitments refer to activities associated with a particular event or
transaction, such as to support client merger, acquisition or recapitalization activities. Commitments associated
with these “event-driven” activities may not be indicative of the Company’s actual funding requirements since
funding is contingent upon a proposed transaction being completed. In addition, the borrower may not fully
utilize the commitment or the Company’s portion of the commitment may be reduced through the syndication or
sales process. The “event-driven” loans are typically syndicated or sold to third party institutional investors. The
Company may have a custodial relationship with these institutional investors, such as prime brokerage clients.
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The borrower’s ability to draw on the commitment is also subject to certain terms and conditions, among other
factors. The Company risk manages its exposures in connection with “event-driven” transactions through various
means, including syndication, distribution and/or hedging. The Company’s “event-driven” loans and lending
commitments typically consist of term loans and bridge loans. These loans are carried either at fair value, lower
of cost or fair value, or amortized cost in the condensed consolidated statements of financial condition.

During 2011, the Company accounted for certain new “relationship-driven” and “event-driven” loans and lending
commitments as held for investment. Effective April 1, 2012, the Company began accounting for all new
“relationship-driven” and “event-driven” loans and lending commitments as either held for investment or held for
sale.

The table below presents the Company’s credit exposure from its corporate lending positions and lending
commitments, which is measured in accordance with the Company’s internal risk management standards at
September 30, 2012. The “total corporate lending exposure” column includes both lending commitments and
funded loans. Lending commitments represent legally binding obligations to provide funding to clients at
September 30, 2012 for both “relationship-driven” and “event-driven” lending transactions. Since commitments
associated with these business activities may expire unused, they do not necessarily reflect the actual future cash
funding requirements.

Corporate Lending Commitments and Funded Loans at September 30, 2012

Years to Maturity

Total
Corporate
Lending

Exposure(2)Credit Rating(1) Less than 1 1-3 3-5 Over 5

(dollars in millions)

AAA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 598 $ 107 $ 111 $ — $ 816
AA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,458 1,691 4,405 114 9,668
A . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,265 4,838 11,331 198 19,632
BBB . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,867 11,851 19,298 1,279 35,295

Investment grade . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,188 18,487 35,145 1,591 65,411
Non-investment grade . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,139 4,341 16,410 3,074 26,964

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $13,327 $22,828 $51,555 $4,665 $ 92,375

(1) Obligor credit ratings are determined by the Credit Risk Management Department.
(2) Total corporate lending exposure represents the Company’s potential loss assuming the market price of funded loans and lending

commitments was zero.

At September 30, 2012, the aggregate amount of investment grade loans was $8.5 billion and the aggregate
amount of non-investment grade loans was $8.3 billion. The “relationship-driven” loans held for investment were
all current at September 30, 2012. In connection with these corporate lending activities (which include corporate
funded loans and lending commitments), the Company had hedges (which include “single name,” “sector” and
“index” hedges) with a notional amount of $19.6 billion related to the total corporate lending exposure of $92.4
billion at September 30, 2012.

“Event-Driven” Loans and Lending Commitments at September 30, 2012.

Included in the total corporate lending exposure amounts in the table above at September 30, 2012 were “event-
driven” exposure of $11.4 billion composed of funded loans of $2.3 billion and lending commitments of $9.1
billion. Included in the “event-driven” exposure at September 30, 2012 were $6.5 billion of loans and lending
commitments to non-investment grade borrowers. The maturity profile of the “event-driven” loans and lending
commitments at September 30, 2012 was as follows: 33% will mature in less than 1 year, 32% will mature within
1 to 3 years, 16% will mature within 3 to 5 years, and 19% will mature in over 5 years.
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At September 30, 2012, $300 million of the Company’s “event-driven” loans were on non-accrual basis; all other
“event-driven” loans were current. These loans primarily are those the Company originated prior to the financial
crisis in 2008 and was unable to sell or syndicate. For loans carried at fair value that are on non-accrual status,
interest income is recognized on a cash basis.

Institutional Securities Other Lending Activities.

In addition to the primary corporate lending activity described above, the Institutional Securities business
segment engages in other lending activity. These loans include corporate loans purchased in the secondary
market, commercial and residential mortgage loans, asset-backed loans and financing extended to equities and
commodities customers. At September 30, 2012, approximately 96% of Institutional Securities Other lending
activities held for investment were current; less than 7% were on non-accrual status because the loans were past
due for a period of 90 days or more or payment of principal or interest was in doubt.

Global Wealth Management Group Activities.

The principal Global Wealth Management Group activities that result in credit risk to the Company include
non-purpose lending, structured credit facilities and residential mortgage lending. Non-purpose securities-based
lending allows clients to borrow money against the value of qualifying securities for any suitable purpose other
than purchasing, trading, or carrying margin stock or refinancing margin debt. The
Company establishes approved lines and advance rates against qualifying securities and monitors limits daily
and, pursuant to such guidelines, requires customers to deposit additional collateral, or reduce debt positions,
when necessary.

The Global Wealth Management Group business segment also provides structured credit facilities to high net
worth individuals and their small and medium-sized domestic businesses, with a suite of products that includes
working capital lines of credit, revolving lines of credit, standby letters of credit, and term loans. Decisions to
extend credit are based on an analysis of the borrower, the guarantor, the collateral, cash flow, liquidity, leverage
and credit history.

With respect to first mortgages and second mortgages, including home equity line of credit (“HELOC”) loans, a
loan evaluation process is adopted within a framework of credit underwriting policies and collateral
valuation. The Company’s underwriting policy is designed to ensure that all borrowers pass an assessment of
capacity and willingness to pay, which includes an analysis of applicable industry standard credit scoring models
(e.g., FICO scores), debt ratios and reserves of the borrower. Loan-to-collateral value ratios are determined based
on independent third-party property appraisal/valuations, and security lien position is established through title/
ownership reports. Eligible conforming loans are currently held for sale, while most non-conforming and
HELOC loans are held for investment in the Company’s portfolio.

At September 30, 2012, approximately 99% of Global Wealth Management Group’s loans held for investment
portfolio were current.

Credit Exposure—Derivatives. For credit exposure information on the Company’s OTC derivative products,
see Note 11 to the condensed consolidated financial statements.

Credit Derivatives.

A credit derivative is a contract between a seller (guarantor) and buyer (beneficiary) of protection against the risk
of a credit event occurring on a set of debt obligations issued by a specified reference entity. The beneficiary
pays a periodic premium (typically quarterly) over the life of the contract and is protected for the period. If a
credit event occurs, the guarantor is required to make payment to the beneficiary based on the terms of the credit
derivative contract. Credit events, as defined in the contract, may include one or more of the following defined
events: bankruptcy, dissolution or insolvency of the referenced entity, failure to pay, obligation acceleration,
repudiation, payment moratorium and restructurings.
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The Company trades in a variety of credit derivatives and may either purchase or write protection on a single
name or portfolio of referenced entities. In transactions referencing a portfolio of referenced names or securities,
protection may be limited to a tranche of exposure or a single name within the portfolio. The Company is an
active market maker in the credit derivatives markets. As a market maker, the Company works to earn a bid-offer
spread on client flow business and manage any residual credit or correlation risk on a portfolio basis. Further, the
Company uses credit derivatives to manage its exposure to residential and commercial mortgage loans and
corporate lending exposures during the periods presented. The effectiveness of the Company’s credit default
swaps (“CDS”) protection as a hedge of the Company’s exposures may vary depending upon a number of
factors, including the contractual terms of the CDS.

The Company actively monitors its counterparty credit risk related to credit derivatives. A majority of the
Company’s counterparties are banks, broker-dealers, insurance and other financial institutions. Contracts with
these counterparties do not include ratings-based termination events but do include provisions related to
counterparty rating downgrades, which may result in additional collateral being required by the Company. As
with all derivative contracts, the Company considers counterparty credit risk in the valuation of its positions and
recognizes credit valuation adjustments as appropriate within Principal transactions—Trading.

The following table summarizes the key characteristics of the Company’s credit derivative portfolio by
counterparty at September 30, 2012. The fair values shown are before the application of any counterparty or cash
collateral netting.

At September 30, 2012

Fair Values(1) Notionals

Receivable Payable Net Beneficiary Guarantor

(dollars in millions)

Banks and securities firms . . . . . . . . . . . . . . . . . . . . . . $71,560 $67,087 $4,473 $1,771,779 $1,745,618
Insurance and other financial institutions . . . . . . . . . . . 8,389 7,984 405 292,518 328,707
Non-financial entities . . . . . . . . . . . . . . . . . . . . . . . . . . 284 226 58 7,532 7,809

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $80,233 $75,297 $4,936 $2,071,829 $2,082,134

(1) The Company’s CDS are classified in both Level 2 and Level 3 of the fair value hierarchy. Approximately 8% of receivable fair values
and 5% of payable fair values represent Level 3 amounts (see Note 4 to the condensed consolidated financial statements).

See Note 11 to the condensed consolidated financial statements for further information on credit derivatives.

Country Risk Exposure. Country risk exposure is the risk that events within a country, such as currency crises,
regulatory changes and other political events, will adversely affect the ability of the sovereign government and/or
obligors within the country to honor their obligations to the Company. Country risk exposure is measured in
accordance with the Company’s internal risk management standards and includes obligations from sovereign
governments, corporations, clearinghouses and financial institutions. The Company actively manages country
risk exposure through a comprehensive risk management framework that combines credit and market
fundamentals as well as scenario analysis, and allows the Company to effectively identify, monitor and limit
country risk. Country risk exposure before and after hedges are monitored and managed, with stress testing and
scenario analysis conducted on a continuous basis, to identify exposure concentrations, wrong way risk and the
impact of idiosyncratic events. In addition, indirect exposures are identified through the Company’s counterparty
credit analysis as having a vulnerability or exposure to another country or jurisdiction. Examples of such
counterparties include: mutual funds that invest in a single country, offshore companies whose assets reside in
another country to that of the offshore jurisdiction and finance company subsidiaries of corporations.
The outcome of such identification can result in a reclassification of country risk, amendment of counterparty
limits or exposure mitigation. The Company reduces its country risk exposure through the effect of risk
mitigants, such as netting agreements with counterparties that permit the Company to offset receivables and
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payables with such counterparties, obtaining collateral from counterparties, and by hedging. For a further
discussion of the Company’s country risk exposure, see “Quantitative and Qualitative Disclosures about Market
Risk—Risk Management—Credit Risk—Country Risk Exposure” in Part II, Item 7A of the Form 10-K.

The Company’s sovereign exposures consist of financial instruments entered into with sovereign and local
governments. Its non-sovereign exposures comprise exposures to corporations and financial institutions. The
following table shows the Company’s significant non-U.S. country risk exposure, except for select European
countries (see “Country Risk Exposure—Select European Countries” herein), at September 30, 2012.

Country
Net

Inventory(1)

Net
Counterparty
Exposure(2)(3)

Funded
Lending

Unfunded
Commitments

Exposure
Before
Hedges Hedges(4)

Net
Exposure(5)

(dollars in millions)

United Kingdom:
Sovereigns . . . . . . . . . . . . . . $1,221 $ 75 $ — $ — $ 1,296 $ (302) $ 994
Non-sovereigns . . . . . . . . . . (155) 12,924 3,299 4,970 21,038 (3,417) 17,621

Sub-total . . . . . . . . . . . $1,066 $12,999 $3,299 $4,970 $22,334 $(3,719) $18,615

Germany:
Sovereigns . . . . . . . . . . . . . . $8,477 $ 779 $ — $ — $ 9,256 $(1,336) $ 7,920
Non-sovereigns . . . . . . . . . . (400) 2,756 502 3,798 6,656 (2,566) 4,090

Sub-total . . . . . . . . . . . $8,077 $ 3,535 $ 502 $3,798 $15,912 $(3,902) $12,010

Brazil:
Sovereigns . . . . . . . . . . . . . . $3,840 $ — $ — $ — $ 3,840 $ — $ 3,840
Non-sovereigns . . . . . . . . . . 98 274 709 215 1,296 (70) 1,226

Sub-total . . . . . . . . . . . $3,938 $ 274 $ 709 $ 215 $ 5,136 $ (70) $ 5,066

Japan:
Sovereigns . . . . . . . . . . . . . . $1,971 $ 199 $ — $ — $ 2,170 $ (114) $ 2,056
Non-sovereigns . . . . . . . . . . (758) 1,973 47 — 1,262 (183) 1,079

Sub-total . . . . . . . . . . . $1,213 $ 2,172 $ 47 $ — $ 3,432 $ (297) $ 3,135

Australia:
Sovereigns . . . . . . . . . . . . . . $ 615 $ 8 $ — $ — $ 623 $ (20) $ 603
Non-sovereigns . . . . . . . . . . 628 570 504 1,084 2,786 (479) 2,307

Sub-total . . . . . . . . . . . $1,243 $ 578 $ 504 $1,084 $ 3,409 $ (499) $ 2,910

(1) Net inventory representing exposure to both long and short single name and index positions (i.e., bonds and equities at fair value and
CDS based on notional amount assuming zero recovery adjusted for any fair value receivable or payable). For a further description of the
triggers for purchased credit protection and whether those triggers may limit the effectiveness of the Company’s hedges, see “Credit
Exposure—Derivatives” herein.

(2) Net counterparty exposure (i.e., repurchase transactions, securities lending and OTC derivatives) taking into consideration legally
enforceable master netting agreements and collateral.

(3) At September 30, 2012, the benefit of collateral received against counterparty credit exposure was $16.3 billion in the U.K. with all the
collateral consisting of cash and U.K. government obligations, and $16.6 billion in Germany with 98% of collateral consisting of Cash
and government obligations of France, Belgium and Netherlands. The Benefit of collateral received against counterparty credit exposure
in the other three countries totaled approximately $5.0 billion, with collateral primarily consisting of cash, U.S. and Japan government
obligations. These amounts do not include collateral received on secured financing transactions.

(4) Represents CDS hedges on net counterparty exposure and funded lending. Based on the CDS notional amount assuming zero recovery
adjusted for any fair value receivable or payable.

(5) In addition, at September 30, 2012, the Company had exposure to these countries for overnight deposits with banks of approximately
$8.5 billion.
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Country Risk Exposure—Select European Countries. In connection with certain of its Institutional Securities
business segment activities, the Company has country risk exposure to many foreign countries. During the
quarter and nine months ended September 30, 2012, certain European countries, which include Greece, Ireland,
Italy, Portugal and Spain (the “European Peripherals”) and France, experienced varying degrees of credit
deterioration due to weaknesses in their economic and fiscal situations. The following table shows the
Company’s country risk exposure to European Peripherals and France at September 30, 2012. Such country risk
exposure is measured in accordance with the Company’s internal risk management standards and includes
obligations from sovereign and non-sovereigns, which includes governments, corporations, clearinghouses and
financial institutions.

Country
Net

Inventory(1)

Net
Counterparty
Exposure(2)(3)

Funded
Lending

Unfunded
Commitments

CDS
Adjustment(4)

Exposure
Before
Hedges Hedges(5)

Net
Exposure

(dollars in millions)
Greece:

Sovereigns . . . . . . . $ 11 $ 6 $— $ — $ — $ 17 $ — $ 17
Non-sovereigns . . . . 76 4 34 — — 114 (41) 73

Sub-total . . . . . $ 87 $ 10 $ 34 $ — $ — $ 131 $ (41) $ 90

Ireland:
Sovereigns . . . . . . . $ 24 $ 4 $— $ — $ 5 $ 33 $ 7 $ 40
Non-sovereigns . . . . 74 75 72 — 17 238 (20) 218

Sub-total . . . . . $ 98 $ 79 $ 72 $ — $ 22 $ 271 $ (13) $ 258

Italy:
Sovereigns . . . . . . . $ 809 $ 195 $— $ — $ 383 $ 1,387 $ (207) $ 1,180
Non-sovereigns . . . . 213 541 570 705 210 2,239 (518) 1,721

Sub-total . . . . . $ 1,022 $ 736 $570 $ 705 $ 593 $ 3,626 $ (725) $ 2,901

Spain:
Sovereigns . . . . . . . $ (23) $ 8 $— $ — $ 467 $ 452 $ (7) $ 445
Non-sovereigns . . . . 246 311 84 820 189 1,650 (336) 1,314

Sub-total . . . . . $ 223 $ 319 $ 84 $ 820 $ 656 $ 2,102 $ (343) $ 1,759

Portugal:
Sovereigns . . . . . . . $ (147) $ 29 $— $ — $ 30 $ (88) $ (86) $ (174)
Non-sovereigns . . . . (41) 17 96 — 58 130 (77) 53

Sub-total . . . . . $ (188) $ 46 $ 96 $ — $ 88 $ 42 $ (163) $ (121)

Sovereigns . . . . . . . . . . . $ 674 $ 242 $— $ — $ 885 $ 1,801 $ (293) $ 1,508
Non-sovereigns . . . . . . . . 568 948 856 1,525 474 4,371 (992) 3,379

Total
European
Peripherals(6) . . . . . $ 1,242 $1,190 $856 $1,525 $1,359 $ 6,172 $(1,285) $ 4,887

France(6):
Sovereigns . . . . . . . $(1,998) $ 17 $— $ — $ 17 $(1,964) $ (249) $(2,213)
Non-sovereigns . . . . (421) 2,096 253 1,872 351 4,151 (891) 3,260

Sub-total(6) . . . $(2,419) $2,113 $253 $1,872 $ 368 $ 2,187 $(1,140) $ 1,047

(1) Net inventory representing exposure to both long and short single name and index positions (i.e., bonds and equities at fair value and
CDS based on notional amount assuming zero recovery adjusted for any fair value receivable or payable). For a further description of the
triggers for purchased credit protection and whether those triggers may limit the effectiveness of the Company’s hedges, see “Credit
Exposure—Derivatives” herein.

(2) Net counterparty exposure (i.e., repurchase transactions, securities lending and OTC derivatives) taking into consideration legally
enforceable master netting agreements and collateral.
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(3) At September 30, 2012, the benefit of collateral received against counterparty credit exposure was $4.7 billion in the European
Peripherals with 98% of such collateral consisting of cash or German government obligations, and $7.5 billion in France with nearly all
collateral consisting of cash and US government obligations. These amounts do not include collateral received on secured financing
transactions.

(4) CDS adjustment represents credit protection purchased from European peripheral banks on European peripheral sovereign and financial
institution risk, or French banks on French sovereign and financial institution risk. Based on the CDS notional amount assuming zero
recovery adjusted for any fair value receivable or payable.

(5) Represents CDS hedges on net counterparty exposure and funded lending. Based on the CDS notional amount assuming zero recovery
adjusted for any fair value receivable or payable.

(6) In addition, at September 30, 2012, the Company had European Peripherals and French exposure for overnight deposits with banks of
approximately $149 million and $27 million, respectively.

Industry Exposure—Corporate Lending and OTC Derivative Products. The Company also monitors its credit
exposure to individual industries for credit exposure arising from corporate loans and lending commitments as
discussed above and current exposure arising from the Company’s OTC derivative contracts.

The following tables show the Company’s credit exposure from its primary corporate loans and lending
commitments and OTC derivative products by industry at September 30, 2012:

Industry
Corporate Lending

Exposure

(dollars in millions)

Utilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $11,024
Energy . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,267
Funds, exchanges and other financial services(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,781
Capital goods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,560
Pharmaceuticals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,602
Chemicals, metals, mining and other materials . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,283
Media-related entities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,541
Telecommunications services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,529
Technology software and services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,233
Food, beverage and tobacco . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,082
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28,473

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $92,375

Industry
OTC Derivative

Products(2)

(dollars in millions)

Banks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,077
Special purpose vehicles . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,056
Utilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,750
Funds, exchanges and other financial services(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,173
Regional governments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,722
Sovereign governments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,065
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,688

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $22,531

(1) Includes mutual funds, pension funds, private equity and real estate funds, exchanges and clearinghouses and diversified financial
services.

(2) For further information on derivative instruments and hedging activities, see Note 11 to the condensed consolidated financial statements.

159



Item 4. Controls and Procedures.

Under the supervision and with the participation of the Company’s management, including our Chief Executive
Officer and Chief Financial Officer, we conducted an evaluation of the effectiveness of the Company’s
disclosure controls and procedures (as defined in Rule 13a-15(e) of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”)). Based on this evaluation, our Chief Executive Officer and Chief Financial
Officer concluded that our disclosure controls and procedures were effective as of the end of the period covered
by this report.

No change in the Company’s internal control over financial reporting (as defined in Rule 13a-15(f) of the
Exchange Act) occurred during the period covered by this report that materially affected, or is reasonably likely
to materially affect, the Company’s internal control over financial reporting.
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FINANCIAL DATA SUPPLEMENT (Unaudited)
Average Balances and Interest Rates and Net Interest Income

Three Months Ended September 30, 2012

Average
Weekly
Balance Interest

Annualized
Average

Rate

(dollars in millions)
Assets
Interest earning assets:

Financial instruments owned(1):
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $131,417 $ 544 1.7%
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 75,449 104 0.6

Securities available for sale:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37,200 80 0.9

Loans:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,523 150 2.7
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 409 11 10.9

Interest bearing deposits with banks:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,580 30 0.5
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,712 14 0.6

Federal funds sold and securities purchased under agreements to resell and
Securities borrowed:

U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 170,363 (32) (0.1)
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 104,363 96 0.4

Other:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 56,346 17 0.1
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,794 365 9.4

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $648,156 $1,379 0.9%

Non-interest earning assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 118,116

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $766,272

Liabilities and Equity
Interest bearing liabilities:

Deposits:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 69,568 $ 46 0.3%
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 201 — —

Commercial paper and other short-term borrowings:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 628 1 0.6
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 997 10 4.1

Long-term debt:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 158,623 1,233 3.2
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,687 23 1.2

Financial instruments sold, not yet purchased(1):
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41,735 — —
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 49,516 — —

Securities sold under agreements to repurchase and Securities loaned:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 98,793 203 0.8
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57,513 250 1.8

Other:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 82,516 (448) (2.2)
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33,898 218 2.6

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $601,675 $1,536 1.0

Non-interest bearing liabilities and equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 164,597

Total liabilities and equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $766,272

Net interest income and net interest rate spread . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (157) (0.1)%

(1) Interest expense on Financial instruments sold, not yet purchased is reported as a reduction of Interest income on Financial instruments
owned.
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FINANCIAL DATA SUPPLEMENT (Unaudited)—Continued
Average Balances and Interest Rates and Net Interest Income

Three Months Ended September 30, 2011

Average
Weekly
Balance Interest

Annualized
Average

Rate

(dollars in millions)
Assets
Interest earning assets:

Financial instruments owned(1):
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $125,093 $ 681 2.2%
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 110,778 219 0.8

Securities available for sale:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,577 73 1.2

Loans:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,815 96 3.0
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 439 14 12.9

Interest bearing deposits with banks:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41,997 10 0.1
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,699 37 1.1

Federal funds sold and securities purchased under agreements to resell and
Securities borrowed:

U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 206,250 (38) (0.1)
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 107,692 150 0.6

Other:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46,325 294 2.6
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,051 217 6.3

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $704,716 $1,753 1.0%

Non-interest earning assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 144,344

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $849,060

Liabilities and Equity
Interest bearing liabilities:

Deposits:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 66,097 $ 59 0.4%
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 79 — —

Commercial paper and other short-term borrowings:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,055 1 0.4
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,066 8 1.6

Long-term debt:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 187,103 1,248 2.7
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,064 6 0.3

Financial instruments sold, not yet purchased(1):
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,904 — —
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 56,537 — —

Securities sold under agreements to repurchase and Securities loaned:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100,854 165 0.7
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 69,541 220 1.3

Other:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 99,813 (324) (1.3)
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41,569 225 2.2

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $663,682 $1,608 1.0

Non-interest bearing liabilities and equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 185,378

Total liabilities and equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $849,060

Net interest income and net interest rate spread . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 145 — %

(1) Interest expense on Financial instruments sold, not yet purchased is reported as a reduction of Interest income on Financial instruments
owned.
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FINANCIAL DATA SUPPLEMENT (Unaudited)—Continued
Average Balances and Interest Rates and Net Interest Income

Nine Months Ended September 30, 2012

Average
Weekly
Balance Interest

Annualized
Average

Rate

(dollars in millions)
Assets
Interest earning assets:

Financial instruments owned(1):
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $132,073 $ 1,710 1.7%
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 80,812 391 0.6

Securities available for sale:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33,597 242 1.0

Loans:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,946 392 2.8
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 296 26 11.7

Interest bearing deposits with banks:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,635 43 0.2
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,404 52 0.6

Federal funds sold and securities purchased under agreements to resell and
Securities borrowed:

U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 176,065 (127) (0.1)
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 107,460 350 0.4

Other:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 52,197 398 1.0
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,848 767 6.5

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $655,333 $ 4,244 0.9%

Non-interest earning assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 123,439

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $778,772

Liabilities and Equity
Interest bearing liabilities:

Deposits:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 67,149 $ 136 0.3%
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 181 — —

Commercial paper and other short-term borrowings:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 514 4 1.0
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,638 31 2.5

Long-term debt:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 165,487 3,539 2.9
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,169 58 1.1

Financial instruments sold, not yet purchased(1):
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37,580 — —
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 52,839 — —

Securities sold under agreements to repurchase and Securities loaned:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 97,719 617 0.8
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58,850 828 1.9

Other:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 82,110 (1,282) (2.1)
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,397 690 2.7

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $605,633 $ 4,621 1.0

Non-interest bearing liabilities and equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 173,139

Total liabilities and equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $778,772

Net interest income and net interest rate spread . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (377) (0.1)%

(1) Interest expense on Financial instruments sold, not yet purchased is reported as a reduction of Interest income on Financial instruments
owned.
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FINANCIAL DATA SUPPLEMENT (Unaudited)—Continued
Average Balances and Interest Rates and Net Interest Income

Nine Months Ended September 30, 2011

Average
Weekly
Balance Interest

Annualized
Average

Rate

(dollars in millions)
Assets
Interest earning assets:

Financial instruments owned(1):
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $124,850 $2,003 2.1%
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 120,062 741 0.8

Securities available for sale:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,533 264 1.3

Loans:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,714 230 2.6
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 418 25 8.0

Interest bearing deposits with banks:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 44,744 34 0.1
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,445 91 0.8

Federal funds sold and securities purchased under agreements to resell and
Securities borrowed:

U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 204,036 (40) —
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 106,454 759 1.0

Other:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 44,231 1,008 3.0
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,369 458 3.7

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $713,856 $5,573 1.0%

Non-interest earning assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 139,353

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $853,209

Liabilities and Equity
Interest bearing liabilities:

Deposits:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 64,490 $ 185 0.4%
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18 — —

Commercial paper and other short-term borrowings:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 903 6 0.9
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,336 22 1.3

Long-term debt:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 186,898 3,837 2.7
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,017 22 0.4

Financial instruments sold, not yet purchased(1):
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,862 — —
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 63,599 — —

Securities sold under agreements to repurchase and Securities loaned:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 111,199 541 0.7
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 76,860 997 1.7

Other:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 91,934 (690) (1.0)
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38,037 570 2.0

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $674,153 $5,490 1.1

Non-interest bearing liabilities and equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 179,056

Total liabilities and equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $853,209

Net interest income and net interest rate spread . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 83 (0.1)%

(1) Interest expense on Financial instruments sold, not yet purchased is reported as a reduction of Interest income on Financial instruments
owned.
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FINANCIAL DATA SUPPLEMENT (Unaudited)—Continued

Rate/Volume Analysis

The following tables set forth an analysis of the effect on net interest income of volume and rate changes:

Three Months Ended September 30, 2012 versus Three Months
Ended September 30, 2011

Increase (decrease) due to change in:

Volume Rate Net Change

(dollars in millions)

Interest earning assets
Financial instruments owned:

U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 34 $(171) $(137)
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (70) (45) (115)

Securities available for sale:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33 (26) 7

Loans:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 73 (19) 54
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1) (2) (3)

Interest bearing deposits with banks:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4) 24 20
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (11) (12) (23)

Federal funds sold and securities purchased under
agreements to resell and Securities borrowed:

U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 (1) 6
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5) (49) (54)

Other:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 64 (341) (277)
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27 121 148

Change in interest income . . . . . . . . . . . . . . . . . . . . . . . $ 147 $(521) $(374)

Interest bearing liabilities
Deposits:

U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3 $ (16) $ (13)
Commercial paper and other short-term

borrowings:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — —
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4) 6 2

Long-term debt:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (190) 175 (15)
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 16 17

Securities sold under agreements to repurchase and
Securities loaned:

U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3) 41 38
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (38) 68 30

Other:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 55 (179) (124)
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (42) 35 (7)

Change in interest expense . . . . . . . . . . . . . . . . . . . . . . $(218) $ 146 $ (72)

Change in net interest income . . . . . . . . . . . . . . . . . . . $ 365 $(667) $(302)
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Nine Months Ended September 30, 2012 versus Nine
Months Ended September 30, 2011

Increase (decrease) due to change in:

Volume Rate Net Change

(dollars in millions)

Interest earning assets
Financial instruments owned:

U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 116 $ (409) $ (293)
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (242) (108) (350)

Securities available for sale:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 70 (92) (22)

Loans:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 142 20 162
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (7) 8 1

Interest bearing deposits with banks:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (14) 23 9
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (19) (20) (39)

Federal funds sold and securities purchased under
agreements to resell and Securities borrowed:

U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 (92) (87)
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 (416) (409)

Other:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 182 (792) (610)
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (15) 324 309

Change in interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 225 $(1,554) $(1,329)

Interest bearing liabilities
Deposits:

U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 8 $ (57) $ (49)
Commercial paper and other short-term borrowings:

U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3) 1 (2)
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (7) 16 9

Long-term debt:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (440) 142 (298)
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 36 36

Securities sold under agreements to repurchase and
Securities loaned:

U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (66) 142 76
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (234) 65 (169)

Other:
U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 75 (667) (592)
Non-U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (54) 174 120

Change in interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(721) $ (148) $ (869)

Change in net interest income . . . . . . . . . . . . . . . . . . . . . . . . . . $ 946 $(1,406) $ (460)
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Part II—Other Information.

Item 1. Legal Proceedings.

In addition to the matters described in the Company’s Annual Report on Form 10-K for the year ended
December 31, 2011 (the “Form 10-K”), the Company’s Quarterly Reports on Form 10-Q for the quarterly
periods ended March 31, 2012 (the “First Quarter Form 10-Q”) and June 30, 2012 (the “Second Quarter
Form 10-Q”) and those described below, in the normal course of business, the Company has been named, from
time to time, as a defendant in various legal actions, including arbitrations, class actions and other litigation,
arising in connection with its activities as a global diversified financial services institution. Certain of the actual
or threatened legal actions include claims for substantial compensatory and/or punitive damages or claims for
indeterminate amounts of damages. In some cases, the entities that would otherwise be the primary defendants in
such cases are bankrupt or in financial distress.

The Company is also involved, from time to time, in other reviews, investigations and proceedings (both formal
and informal) by governmental and self-regulatory agencies regarding the Company’s business, including,
among other matters, accounting and operational matters, certain of which may result in adverse judgments,
settlements, fines, penalties, injunctions or other relief.

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

In many proceedings, however, it is inherently difficult to determine whether any loss is probable or even
possible or to estimate the amount of any loss. The Company cannot predict with certainty if, how or when such
proceedings will be resolved or what the eventual settlement, fine, penalty or other relief, if any, may be,
particularly for proceedings that are in their early stages of development or where plaintiffs seek substantial or
indeterminate damages. Numerous issues may need to be resolved, including through potentially lengthy
discovery and determination of important factual matters, determination of issues related to class certification
and the calculation of damages, and by addressing novel or unsettled legal questions relevant to the proceedings
in question, before a loss or additional loss or range of loss or additional loss can be reasonably estimated for any
proceeding. Subject to the foregoing, the Company believes, based on current knowledge and after consultation
with counsel, that the outcome of such proceedings will not have a material adverse effect on the consolidated
financial condition of the Company, although the outcome of such proceedings could be material to the
Company’s operating results and cash flows for a particular period depending on, among other things, the level
of the Company’s revenues or income for such period.

Over the last several years, the level of litigation and investigatory activity focused on residential mortgage and
credit crisis related matters has increased materially in the financial services industry. As a result, the Company
expects that it may become the subject of increased claims for damages and other relief regarding residential
mortgages and related securities in the future and, while the Company has identified below certain proceedings
that the Company believes to be material, individually or collectively, there can be no assurance that additional
material losses will not be incurred from residential mortgage claims that have not yet been notified to the
Company or are not yet determined to be material.
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The following developments have occurred with respect to certain matters previously reported in the Form 10-K,
the First Quarter Form 10-Q and the Second Quarter Form 10-Q or concern new actions that have been filed
since the Second Quarter Form 10-Q:

Residential Mortgage and Credit Crisis Related Matters.

Class Actions.

On September 12, 2012, the Company filed its answer to the third amended complaint in In re Morgan Stanley
Pass-Through Certificates Litigation. On September 20, 2012, the plaintiffs filed a motion seeking to expand the
offerings at issue in the litigation, relying on recent precedent from the United States Court of Appeals for the
Second Circuit (“Second Circuit”). Defendants have opposed the motion. If the motion is granted, plaintiffs will
be purporting to represent investors who purchased approximately $7.82 billion in mortgage pass through
certificates issued in 2006 by thirteen trusts.

On August 31, 2012, the Company and other defendants filed a petition seeking permission to appeal the
August 17, 2012 class certification ruling in In re IndyMac Mortgage-Backed Securities Litigation. On
October 12, 2012, the plaintiffs filed a motion seeking to expand the offerings at issue in the litigation, relying on
recent precedent from the Second Circuit. Defendants have opposed the motion. If the motion is granted and the
offerings are included in the class that is certified, the principal amount of the offerings underwritten by the
Company at issue in the litigation will be approximately $1.68 billion.

On August 31, 2012, the court in Luther, et al. v. Countrywide Financial Corporation, et al., which was removed
to the United States District Court for the Central District of California in June 2012, denied the plaintiffs’
motion to remand the matter.

Other Litigation.

On August 17, 2012, the court in Abu Dhabi Commercial Bank, et al. v. Morgan Stanley & Co. Inc., et al.
granted the Company’s motion for summary judgment with respect to the plaintiffs’ fraud claim, denied the
Company’s motion for summary judgment with respect to the plaintiffs’ aiding and abetting fraud claim, and
ordered plaintiffs to show cause why the negligent misrepresentation claim should not be dismissed. The court
dismissed all or part of the claims of three of the fifteen plaintiffs based on lack of standing or reliance and
plaintiffs have moved for reconsideration of the dismissal. On September 17, 2012, plaintiffs filed expert reports
with the court alleging that they are seeking $713 million in compensatory damages on behalf of all fifteen
plaintiffs. On October 5, 2012, the court ruled that plaintiffs sufficiently showed cause as to why the negligent
misrepresentation claim against the Company should not be dismissed.

On October 2, 2012, the Second Circuit affirmed the judgment of the district court in Citibank, N.A. v.
Morgan Stanley & Co. International, PLC. On October 16, 2012, the Company filed a petition for panel
rehearing with the Second Circuit, which was denied on October 25, 2012. The Company has satisfied the
judgment.

On August 7, 2012, the court in Central Mortgage Company v. Morgan Stanley Mortgage Capital Holdings LLC
partially dismissed the amended complaint.

On September 7, 2012, the Company moved for summary judgment in King County, Washington, et al. v. IKB
Deutsche Industriebank AG, et al.

On October 2, 2012, the court in Cambridge Place Investment Management Inc. v. Morgan Stanley & Co., Inc. et
al. denied, in substantial part, defendants’ motion to dismiss plaintiff’s amended complaints.

On July 24, 2012, the court in The Charles Schwab Corp. v. BNP Paribas Securities Corp. et al. overruled the
Company’s individual demurrer to plaintiff’s second amended complaint.
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On August 31, 2012, defendants filed demurrers on the merits of the complaint in Federal Home Loan Bank of
Chicago v. Bank of America Securities LLC et al. On September 19, 2012, the court presiding in Federal Home
Loan Bank of Chicago v. Bank of America Funding Corporation et al. denied defendants’ motion to dismiss.

On October 11, 2012, defendants filed motions to dismiss the amended complaint in Federal Home Loan Bank of
Boston v. Ally Financial, Inc. F/K/A GMAC LLC et al.

On August 3, 2012, the court in Western and Southern Life Insurance Company et al. v. Morgan Stanley
Mortgage Capital Inc. et al. denied defendants’ motion to dismiss the amended complaint.

On August 17, 2012, the Company filed a motion to dismiss the complaint in Federal Housing Finance Agency,
as Conservator v. General Electric Company et al.

On September 7, 2012, the Company filed a motion to dismiss the amended complaint in Sealink Funding
Limited v. Morgan Stanley et al.

On August 10, 2012, the Company filed a motion to dismiss the amended complaint in Dexia SA/NV et al. v.
Morgan Stanley et al.

On July 27, 2012, the Company filed a motion to dismiss the amended complaint in Bayerische Landesbank,
New York Branch v. Morgan Stanley et al.

On August 7, 2012, U.S. Bank National Association (“U.S. Bank”), in its capacity as Trustee, filed a complaint
in Morgan Stanley Mortgage Loan Trust 2006-4SL, et al. v. Morgan Stanley Mortgage Capital Inc., seeking,
among other relief, rescission of the mortgage loan purchase agreement underlying the transaction, specific
performance and unspecified damages and interest. On October 8, 2012, the Company filed a motion to dismiss
the complaint.

On July 27, 2012, U.S. Bank, in its capacity as Trustee, filed a summons with notice on behalf of Morgan Stanley
Mortgage Loan Trust 2006-10SL and Mortgage Pass-Through Certificates, Series 2006-10SL against the
Company. The summons with notice is styled Morgan Stanley Mortgage Loan Trust 2006-10SL, et al. v. Morgan
Stanley Mortgage Capital Holdings LLC, as successor in interest to Morgan Stanley Mortgage Capital Inc. and
is pending in the Supreme Court of the State of New York (“Supreme Court of NY”), New York County. The
notice asserts claims for breach of contract and alleges, among other things, that the loans in the trust, which had
an original principal balance of approximately $300 million, breached various representations and warranties.
The notice seeks, among other relief, an order requiring the Company to comply with the loan breach remedy
procedures in the transaction documents, unspecified damages, and interest.

On August 8, 2012, U.S. Bank, in its capacity as Trustee, filed a complaint on behalf of Morgan Stanley
Mortgage Loan Trust 2006-14SL, Mortgage Pass-Through Certificates, Series 2006-14SL, Morgan Stanley
Mortgage Loan Trust 2007-4SL and Mortgage Pass-Through Certificates, Series 2007-4SL against the Company.
The complaint is styled Morgan Stanley Mortgage Loan Trust 2006-14SL, et al. v. Morgan Stanley Mortgage
Capital Holdings LLC, as successor in interest to Morgan Stanley Mortgage Capital Inc. and is pending in the
Supreme Court of NY, New York County. The complaint asserts claims for breach of contract and alleges,
among other things, that the loans in the trusts, which had original principal balances of approximately $354
million and $305 million respectively, breached various representations and warranties. The complaint seeks,
among other relief, rescission of the mortgage loan purchase agreements underlying the transactions, specific
performance and unspecified damages and interest. On October 9, 2012, the Company filed a motion to dismiss
the complaint.

On September 28, 2012, U.S. Bank, in its capacity as Trustee, filed a complaint on behalf of Morgan Stanley
Mortgage Loan Trust 2006-13ARX against the Company. The complaint is styled Morgan Stanley Mortgage
Loan Trust 2006-13ARX v. Morgan Stanley Mortgage Capital Holdings LLC, as successor in interest to Morgan
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Stanley Mortgage Capital Inc. and is pending in Supreme Court of NY, New York County. The complaint asserts
claims for breach of contract and alleges, among other things, that the loans in the trust, which had an original
principal balance of approximately $609 million, breached various representations and warranties. The complaint
seeks, among other relief, declaratory judgment relief, specific performance and unspecified damages and
interest.

On October 16, 2012, plaintiffs filed an amended complaint in The Prudential Insurance Company of America et
al. v. Morgan Stanley et al. Among other things, the amended complaint increases the total amount of the
certificates at issue by approximately $80 million, adds causes of action for fraudulent inducement, equitable
fraud, aiding and abetting fraud, and violations of the New Jersey RICO statute, and includes a claim for treble
damages.

On September 21, 2012, the Company filed a motion to dismiss the amended complaint in Metropolitan Life
Insurance Company et al. v. Morgan Stanley et al.

On July 27, 2012, Royal Park Investments SA/NV filed a summons with notice against the Company, certain
affiliates, and other defendants in the Supreme Court of NY, New York County, styled Royal Park Investments
SA/NV v. Merrill Lynch et al. The notice alleges that defendants made material misrepresentations and omissions
in the sale to plaintiff of certain mortgage pass through certificates backed by securitization trusts containing
residential mortgage loans. The total amount of certificates allegedly sponsored, underwritten and/or sold by the
Company to plaintiff was approximately $706 million. The notice identifies causes of action against the
Company for, among other things, common law fraud, fraudulent inducement, negligent misrepresentation,
aiding and abetting fraud, and violations of Sections 11, 12, and 15 of the Securities Act of 1933. The notice
identifies the relief sought to include, among other things, monetary and punitive damages.

On August 10, 2012, the Federal Deposit Insurance Corporation, as receiver for Colonial Bank, filed two
complaints against the Company in the Circuit Court of Montgomery, Alabama. The first action is styled Federal
Deposit Insurance Corporation as Receiver for Colonial Bank v. Citigroup Mortgage Loan Trust Inc. et al. and
alleges that the Company made untrue statements and material omissions in connection with the sale to Colonial
Bank of a mortgage pass through certificate backed by a securitization trust containing residential mortgage
loans. The total amount of the certificate allegedly sponsored, underwritten and/or sold by the Company to
Colonial Bank was approximately $65 million. On September 12, 2012, defendants removed the case to the
United States District Court for the Middle District of Alabama, and on October 12, 2012, plaintiff moved to
remand the case to state court. The second action is styled Federal Deposit Insurance Corporation as Receiver
for Colonial Bank v. Countrywide Securities Corporation et al. and alleges that the Company made untrue
statements and material omissions in connection with the sale to Colonial Bank of certain mortgage pass through
certificates backed by securitization trusts containing residential mortgage loans. The total amount of certificates
allegedly sponsored, underwritten and/or sold by the Company to Colonial Bank was approximately $144
million. On September 10, 2012, defendants removed the case to the United States District Court for the Middle
District of Alabama, and on September 21, 2012, the United States Judicial Panel on Multidistrict Litigation
transferred the action to the United States District Court for the Central District of California. On October 11,
2012, plaintiff moved to remand the case back to state court. The complaints each raise claims under federal
securities law and the Alabama Securities Act and each seeks, among other things, compensatory damages
associated with Colonial Bank’s purchase of such certificates.

On August 24, 2012, HSH Nordbank AG and certain affiliates filed a summons with notice against the Company,
certain affiliates, and other defendants in the Supreme Court of NY, New York County, styled HSH Nordbank
AG et al. v. Morgan Stanley et al. The notice alleges that defendants made material misrepresentations and
omissions in the sale to plaintiffs of certain mortgage pass through certificates backed by securitization trusts
containing residential mortgage loans. The total amount of certificates allegedly sponsored, underwritten and/or
sold by the Company to plaintiff was approximately $524 million. The notice identifies causes of action against
the Company for, among other things, common law fraud, fraudulent inducement, aiding and abetting fraud, and
negligent misrepresentation. The notice identifies the relief sought to include, among other things, monetary
damages, punitive damages, and rescission.
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On August 29, 2012, Bank Hapoalim B.M. filed a summons with notice against the Company and certain
affiliates in the Supreme Court of NY, New York County, styled Bank Hapoalim B.M. v. Morgan Stanley et
al. The notice alleges that defendants made material misrepresentations and omissions in the sale to plaintiff of
certain mortgage pass through certificates backed by securitization trusts containing residential mortgage
loans. The total amount of certificates allegedly sponsored, underwritten and/or sold by the Company to plaintiff
was approximately $141 million. The notice identifies causes of action against the Company for, among other
things, common law fraud, fraudulent inducement, aiding and abetting fraud, and negligent
misrepresentation. The notice identifies the relief sought to include, among other things, monetary damages,
punitive damages, and rescission.

On October 5, 2012, a complaint was filed against the Company and others in the Supreme Court of NY, New
York County, styled Phoenix Light SF Limited et al v. J.P. Morgan Securities LLC et al. The complaint alleges
that defendants made untrue statements and material omissions in the sale to plaintiffs, or their assignors, of
certain mortgage pass through certificates backed by securitization trusts containing residential mortgage loans.
The total amount of certificates allegedly issued by the Company and/or sold to plaintiffs or their assignors by
the Company was approximately $344 million. The complaint raises common law claims of fraud, fraudulent
inducement, aiding and abetting fraud, negligent misrepresentation and rescission based on mutual mistake and
seeks, among other things, compensatory damages, punitive damages or alternatively rescission or rescissionary
damages associated with the purchase of such certificates.

Other Matters.

On September 19, 2012, the Company received two purported Notices of Non-Performance from the law firm of
Gibbs & Bruns LLP purportedly on behalf of the holders of significant voting rights in various trusts securing
over $28 billion of residential mortgage backed securities sponsored or underwritten by the Company. The
Notice purports to identify certain covenants in Pooling and Servicing Agreements (“PSAs”) that the holders
allege that the Servicer and Master Servicer failed to perform, and alleges that each of these failures has
materially affected the rights of certificateholders and constitutes an ongoing event of default under the relevant
PSAs.

Commercial Mortgage Related Matter.

On September 21, 2012, the Company and plaintiff in The Bank of New York Mellon Trust, National Association
v. Morgan Stanley Mortgage Capital, Inc. filed motions for summary judgment.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

The table below sets forth the information with respect to purchases made by or on behalf of the Company of its
common stock during the quarterly period ended September 30, 2012.

Issuer Purchases of Equity Securities
(dollars in millions, except per share amounts)

Period

Total
Number of

Shares
Purchased

Average Price
Paid Per

Share

Total Number of
Shares Purchased
As Part of Publicly
Announced Plans
or Programs(C)

Approximate Dollar
Value of Shares
that May Yet Be
Purchased Under

the Plans or
Programs

Month #1
(July 1, 2012—July 31, 2012)

Share Repurchase Program(A) . . . . . . . . . . . . . — — — $1,560
Employee Transactions(B) . . . . . . . . . . . . . . . . 1,631,983 $13.94 — —

Month #2
(August 1, 2012—August 31, 2012)

Share Repurchase Program(A) . . . . . . . . . . . . . — — — $1,560
Employee Transactions(B) . . . . . . . . . . . . . . . . 280,028 $14.49 — —

Month #3
(September 1, 2012—September 30, 2012)

Share Repurchase Program(A) . . . . . . . . . . . . . — — — $1,560
Employee Transactions(B) . . . . . . . . . . . . . . . . 218,094 $16.46 — —

Total
Share Repurchase Program(A) . . . . . . . . . . . . . — — — $1,560
Employee Transactions(B) . . . . . . . . . . . . . . . . 2,130,105 $14.27 — —

(A) On December 19, 2006, the Company announced that its Board of Directors authorized the repurchase of up to $6 billion of the
Company’s outstanding stock under a share repurchase program (the “Share Repurchase Program”). The Share Repurchase Program is a
program for capital management purposes that considers, among other things, business segment capital needs, as well as equity-based
compensation and benefit plan requirements. The Share Repurchase Program has no set expiration or termination date. Share repurchases
by the Company are subject to regulatory approval.

(B) Includes: (1) shares delivered or attested in satisfaction of the exercise price and/or tax withholding obligations by holders of employee
and director stock options (granted under employee and director stock compensation plans) who exercised options; (2) shares withheld,
delivered or attested (under the terms of grants under employee and director stock compensation plans) to offset tax withholding
obligations that occur upon vesting and release of restricted shares; (3) shares withheld, delivered and attested (under the terms of grants
under employee and director stock compensation plans) to offset tax withholding obligations that occur upon the delivery of outstanding
shares underlying restricted stock units; and (4) shares withheld, delivered and attested (under the terms of grants under employee and
director stock compensation plans) to offset the cash payment for fractional shares. The Company’s employee and director stock
compensation plans provide that the value of the shares withheld, delivered or attested shall be valued using the fair market value of the
Company’s common stock on the date the relevant transaction occurs, using a valuation methodology established by the Company.

(C) Share purchases under publicly announced programs are made pursuant to open-market purchases, Rule 10b5-1 plans or privately
negotiated transactions (including with employee benefit plans) as market conditions warrant and at prices the Company deems
appropriate.

Item 6. Exhibits.

An exhibit index has been filed as part of this Report on Page E-1.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this
report to be signed on its behalf by the undersigned thereunto duly authorized.

MORGAN STANLEY
(Registrant)

By: /s/ RUTH PORAT

Ruth Porat
Executive Vice President and

Chief Financial Officer

By: /s/ PAUL C. WIRTH

Paul C. Wirth
Deputy Chief Financial Officer

Date: November 6, 2012
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EXHIBIT INDEX

MORGAN STANLEY

Quarter Ended September 30, 2012

Exhibit No. Description

12 Statement Re: Computation of Ratio of Earnings to Fixed Charges and Computation of Earnings
to Fixed Charges and Preferred Stock Dividends.

15 Letter of awareness from Deloitte & Touche LLP, dated November 6, 2012, concerning unaudited
interim financial information.

31.1 Rule 13a-14(a) Certification of Chief Executive Officer.

31.2 Rule 13a-14(a) Certification of Chief Financial Officer.

32.1 Section 1350 Certification of Chief Executive Officer.

32.2 Section 1350 Certification of Chief Financial Officer.

101 Interactive data files pursuant to Rule 405 of Regulation S-T: (i) the Condensed Consolidated
Statements of Financial Condition—September 30, 2012 and December 31, 2011, (ii) the
Condensed Consolidated Statements of Income—Three Months and Nine Months Ended
September 30, 2012 and 2011, (iii) the Condensed Consolidated Statements of Comprehensive
Income—Three Months and Nine Months Ended September 30, 2012 and 2011, (iv) the
Condensed Consolidated Statements of Cash Flows—Nine Months Ended September 30, 2012
and 2011, (v) the Condensed Consolidated Statements of Changes in Total Equity—Nine Months
Ended September 30, 2012 and 2011, and (vi) Notes to Condensed Consolidated Financial
Statements (unaudited).
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