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1 Morgan Stanley

Morgan Stanley is a global financial services fitlmat, through its subsidiaries and affiliates, jdeg a wide variety of
products and services to a large and diversifiemugrof clients and customers, including corporatjogovernments,
financial institutions and individuals. Unless ttentext otherwise requires, the terms “Morgan ®ghbr the “Company”
mean Morgan Stanley (the “Parent”) together wishcibnsolidated subsidiaries. Morgan Stanley wagiraily incorporated
under the laws of the State of Delaware in 1981 i predecessor companies date back to 1924.Cbmepany is a
financial holding company under the Bank Holdingn@any Act of 1956, as amended (the “BHC Act”), amdubject to
the regulation and oversight of the Board of Gowesnof the Federal Reserve System (the “Federakrey. The
Company conducts its business from its headquamernd around New York City, its regional officasd branches
throughout the United States of America (“U.S.”ddts principal offices in London, Tokyo, Hong Koamgd other world
financial centers. The basis of consolidation docounting and regulatory purposes is materialy game. The Federal
Reserve establishes capital requirements for thengaay, including well-capitalized standards, andaleastes the
Company’s compliance with such capital requiremefiise Office of the Comptroller of the Currency tHOCC”)
establishes similar capital requirements and staisdmr the Company’s U.S. bank operating subsiiaMorgan Stanley
Bank, N.A. and Morgan Stanley Private Bank, NatioAssociation (“U.S. Subsidiary Banks”). At March,32015, the
Company’s insurance subsidiaries surplus capitduded in the total capital of the consolidatedugrevas $26 million. At
March 31, 2015, none of the Company’s subsidiahiad capital less than the minimum required cagitabunt. For
descriptions of the Company’s business, see “Bssinia Part I, ltem 1 of the Company’s Annual Repor Form 10-K for
the year ended December 31, 2014 (“2014 Form 10-K")

2 Capital Framework

In December 2010, the Basel Committee on Bankirge8ision (“Basel Committee”) established a new-tased capital,
leverage ratio and liquidity framework, known asa¥®l 111.” In July 2013, the U.S. banking regulat@ssued a final rule to
implement many aspects of Basel Ill (“U.S. Basél).llAlthough the Company and its U.S. SubsidiargnBs became
subject to U.S. Basel Il beginning on January@14, certain requirements of U.S. Basel Il will jleased in over several
years. On February 21, 2014, the Federal ReserdeltenOCC approved the Company’s and its U.S. 8idrgi Banks’
respective use of the U.S. Basel Il advanced iatieratings-based approach for determining crésktcapital requirements
and advanced measurement approaches for determbmiagational risk capital requirements to calculatel publicly
disclose their risk-based capital ratios beginnivith the second quarter of 2014, subject to thepiteh floor” discussed
below (the “Advanced Approach”). As an Advanced Aggch banking organization, the Company is requicedompute
risk-based capital ratios using both (i) standadiapproaches for calculating credit risk-weightsdets (“RWAs”") and
market risk RWAs (the “Standardized Approach”); &yl an Advanced Approach comprised of an advaniceernal
ratings-based approach for calculating credit R§¥As, an advanced measurement approach for catmlaperational risk
RWAs, and an advanced approach for calculating etaikk RWAs under U.S. Basel Ill. For a furthesaission of the
regulatory capital framework applicable to the Camp see “Management’s Discussion and Analysis iofricial
Condition and Results of Operations (“MD&A")—Liqutg and Capital Resources—Regulatory RequirememtsPart |,
Item 2 of the Company’s Quarterly Report on Formér the quarter ended March 31, 2015 (“Form ID-Q

U.S. Basel Ill requires banking organizations ttaltulate risk-based capital ratios using the AdeanApproach, including
the Company, to make qualitative and quantitatigeldsures regarding their capital and RWAs on arguly basis (“Pillar
3 Disclosures”). This report contains the Compamiltar 3 Disclosures for its credit, market ancetional risks for the
quarter ended March 31, 2015, in accordance wahts. Basel Ill, 12 C.F.R. § 217.171 through 273.4nd 217.212.

The Company’s Pillar 3 Disclosures are not requiteecde, and have not been, audited by the Compangapendent
registered public accounting firm. The Company%alPB Disclosures were based on its current undedsng of U.S. Basel
lIl and other factors, which may be subject to geas the Company receives additional clarificatiod implementation
guidance from regulators relating to U.S. Basel #ihd as the interpretation of the final rule eeshover time. Some
measures of exposures contained in this report maaye consistent with accounting principles gelhe@ccepted in the
U.S. ("U.S. GAAP"), and may not be comparable witeasures reported in the 2014 Form 10-K and thenAG-Q.
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3 Capital Structure

The Company has issued a variety of capital instntsi1to meet its regulatory capital requirementstanrmaintain a strong
capital base. These capital instruments include neom stock that qualifies as Common Equity Tier pited, non-
cumulative perpetual preferred stock that qualifiesAdditional Tier 1 capital and subordinated deht qualifies as Tier 2
capital, each under U.S. Basel Ill. For a discussibthe Company’s capital instruments, see NotéBbtrowings and Other
Secured Financings) to the consolidated finandatements in Part II, Item 8 of the 2014 Form 1@#d Note 9 (Long-
Term Borrowings and Other Secured Financings) aote N3 (Total Equity) to the condensed consoliddtedncial
statements in Part I, ltem 1 as well as “MD&A—Lidity and Capital Resources—Regulatory Requirements—
Implementation of U.S. Basel Ill—Regulatory Capi®adtios” in Part I, Item 2 of the Form 10°Q.

4 Capital Adequacy

Capital strength is fundamental to the Company®&ration as a credible and viable market participdatassess the amount
of capital necessary to support the Company’s otiaad prospective risk profile, which ultimatehfarms the Company’s
capital distribution capacity, the Company deteemsiits overall capital requirement under normal amdssed operating
environments, both on a current and forward-lookivagis. For a further discussion on the Compangtpiired capital
framework, see “MD&A—Liquidity and Capital ResousseRegulatory Requirements—Required Capital” in Patem 2
of the Form 10-Q.

In determining its overall capital requirement, empany classifies its exposures as either “bankiook” or “trading
book.” Banking book positions, which may be accednfor at amortized cost, lower of cost or markait, value or under
the equity method, are subject to credit risk epiquirements which are discussed in Section fr®di€ Risk” included
herein. Trading book positions represent positittes Company holds as part of its market-making anderwriting
businesses. These positions, which reflect assdtahilities that are accounted for at fair valasd certain banking book
positions which are subject to both credit risk amarket risk charges, (collectively, “covered piosis”) as well as certain
non-covered positions included in VaR, are subjeainarket risk capital requirements, which are uised in Section 9
“Market Risk” included herein. Some trading boolsjions, such as derivatives, are also subjecotmierparty credit risk
capital requirements. Credit and market risks eelab securitization exposures are discussed itidBe¢ “Securitization
Exposures” included herein.

! Regulatory requirements, including capital requieets and certain covenants contained in varioreeatents governing indebtedness of the Companyresarct
the Company’s ability to access capital from itbssdiaries. For discussions of restrictions anceothajor impediments to transfer of funds or cép#tee “Risk
Factors—Liquidity and Funding Risk” in Part I, ItelA and Note 14 (Regulatory Requirements) to thesolidated financial statements in Part |l, Iterof 8he 2014
Form 10-K. For further information on the Compang&pital structure in accordance with U.S. BadekBe “MD&A—Liquidity and Capital Resources—Redoky
Requirements” in Part I, ltem 2 of the Form 10-Q.
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The following table presents components of the Camgis RWAs in accordance with the Advanced Approattbject to
transitional provisions:

At
Risk-weighted assets by U.S. Basel |11 exposur e category March 31, 2015(1)

(dollarsin millions)

Credit risk RWAS:

WHhOIESAIE EXPOSUIES ...ttt e e e ee e e e e e e s s e s s s e st e e e e e e eaeeaessaassmresseneeeeeeeaaaaaeeaeeeees, $ 99,985
Retail exposures:
RS Lo [T ol (= I g o] o T= o = PR TPPPUPT 745
QUAIITYING FEVOIVING ...ttt et e et e e e s a bbb be et e e e e e aaaaaaaaans -
(O 115 1T (= -V PP P TP PP 4,758
Securitization exposures:
Subject to Supervisory Formula Approach ... 3,284
Subject to Simplified Supervisory Formula APProach.......cccccceeeeeiiiiiiiiiccccreeer e e 3,350
Subject t0 1,250% FSK WEIGNT ......veeiieiiieeeeeeiiie e e e e s e s eeeeer e e e e e aee e e e e e s s smmnnnnnrnne 251
Cleared tranNSACHIONS ... ...ciiiiiii et rrere ettt s st e s e s e e s n e e e st e 2,940
Equity exposures:
Subject to the Simple Risk-Weighted APProach ...ccc......eveiiiiiiiiiiii e 18,220
Subject to the Alternative Modified Look-Through pypach 5,155
(O1 [=T = TIT = £ (2 [P U U TP T TP TR 23,284
Credit valuation adjUStMENT ..........iiiiii e e e e e e e e e ere s s nnnnrnerrnrnees 22,689
Total Credit FISK RWAS(3) ..ottt sttt st sttt sttt e e b st seneend $ 184,661
Market risk RWAS:
Yo 0] 1o VAV L PSSO PRRR $ 8,962
ReguIAtory StreSSEA VAR ........ooiiii ittt e e et e e e e e e e e nnanraee 36,012
INCreMENtaAl FISK CRAIGE .. .. ettt ettt e e e e e e s e e e e eees 9,688
COMPreNENSIVE FISK MEASUIE ........uuuttiet sttt bt bee et et ee e et e aaaeaeaeaaaaaaansbesbesbseeeaaaeaasaesaaaannns 10,572
Specific risk:
NON-SECUILIZATIONS ....eeiieeee ittt ettt e et e s s e e ss e e r e e e s e e s nn e e e snne e e 19,876
ST oL N 1142 LT PP PP 25,662
Total MArKet FISK RWAS(4) ...ovcveiieteessee ettt sttt ese sttt ese st ssebene s etene s benens $ 110,772
Total OperationNal FISK RVWAS. ... ottt sttt b e bt se b e s besbeebe st e seeseebesbesaesnens 143,531
TOLAI RWWAS. ..ttt et b et s b bt e bt e b b e £ b e Rt e £ e b e b e e b e b e Rt ee e b e bt s b b e bt s e ebebesenbene e ebane ) $ 438,964

(1) For information on the Company’s credit risk RWAsarket risk RWAs and operational risk RWAs rollvi@rd from December 31, 2014 to March 31, 2015,
see “MD&A—Liquidity and Capital Resources—Regulgt&tequirements—Implementation of U.S. Basel llIl—Reatpry Capital Ratios” in Part I, Item 2 of
the Form 10-Q.

(2) Amount reflects assets not in a defined categor$1®,877 million, non-material portfolios of expossi of $2,563 million and unsettled transaction$8%4
million.

(3) Inaccordance with U.S. Basel Ill, credit risk RWMih the exception of Credit Valuation Adjustméf@VA”), reflect a 1.06 multiplier.

(4) For more information on the Company’'s measure farket risk and market risk RWAs, see Section 9ihere
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The following table presents the risk-based capitabs for the Company and its U.S. Subsidiaryk&aat March 31, 2015.
Each ratio represents the lower of risk-based ahp#tios (on a transitional basis) calculated gisn U.S. Basel Il
transitional numerator and RWAs computed underStamdardized Approach or under the Advanced ApjroAt March
31, 2015, the Company'’s risk-based capital ratiesevlower under the Advanced Approach transitioukds; however, the
risk-based capital ratios for the Company’s U.Shstdiary Banks were lower under the Standardizedrégch transitional
rules.

At March 31, 2015

Common Equity Tier 1 Total
Risk-based capital ratios Tier 1 capital ratio capital ratio capital ratio
MoOrgan Stanl@Y .............uuuuueeiiiiiiiiis e e 13.1% 14.7% 17.5%
Morgan Stanley Bank, N.A(1) ...ccoeiiiiiiiieieeeeeeeeeeeeeaaee e 14.1% 14.1% 16.0%
Morgan Stanley Private Bank, National Associatign(l............ 22.3¥% 22.3¥% 22.4Y

(1) At March 31, 2015, risk-based capital ratios calted using a U.S. Basel lll transitional numeratwd RWAs computed under the Advanced Approach egre
follows: Morgan Stanley Bank, N.A.: Common Equltier 1 capital ratio: 23.6%; Tier 1 capital ratR8.6% and Total capital ratio: 26.6%; and Morgaenisty
Private Bank, National Association: Common EquitgrTL capital ratio: 35.1%,; Tier 1 capital rati&.3% and Total capital ratio: 35.1%..

Risk Management Obijectives, Structure and Policies

For a discussion of the Company’s risk manageméijgctives, structure and policies, including itskrimanagement
strategies and processes, the structure and oagimmizof its risk management function, the scopd aature of its risk
reporting and measurement systems, and its policiededging and mitigating risk and strategies gmdcesses for
monitoring the continuing effectiveness of hedged mitigants, see “Quantitative and Qualitativedisures about Market
Risk—Risk Management” in Part Il, Item 7A of thel20Form 10-K.

5 Credit Risk
5.1 Credit Risk: General Disclosures

Credit risk refers to the risk of loss arising wheetborrower, counterparty or issuer does not ntsdtriancial obligations.
The Company primarily incurs credit risk exposureinistitutions and individual investors mainly thgh its Institutional
Securities and Wealth Management business segmantsder to help protect the Company from lossiee, Company’s
Credit Risk Management Department establishes compéde practices to evaluate, monitor and contadit risk
exposure at the transaction, obligor and portftéieels. The Company’s Credit Risk Management Depamnt approves
extensions of credit, evaluates the creditworttgngfsthe Company’s counterparties and borrowers oegular basis, and
ensures that credit exposure is actively monit@ed managed. For a further discussion of the Cogiparedit risk and
credit risk management framework, see “Quantitaéind Qualitative Disclosures about Market Risk—R¥knagement—
Credit Risk” in Part Il, Iltem 7A of the 2014 Forrm-K and “Quantitative and Qualitative Disclosurémat Market Risk—
Credit Risk” in Part I, Item 3 of the Form 10-Q. rFa discussion of the Company’s risk governancacstire, see
“Quantitative and Qualitative Disclosures about kédrRisk—Risk Management—Risk Governance StructimePart I,
Item 7A of the 2014 Form 10-K.

The following tables present certain of the Compaioyn- and off-balance sheet positions for whiok @ompany is subject
to credit risk exposure. These amounts do not dechine effects of certain credit risk mitigatioctaiques €.9., collateral
and netting not permitted under U.S. GAAP), eqirityestments or liability positions that also woblel subject to credit risk
capital calculations, and amounts related to itdrasare deducted from regulatory capital.
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The following tables are presented on a U.S. GAABidand reflect amounts by product type, regi@s¢d on the legal
domicile of the counterparty), contractual matuetyd counterparty.

Credit Risk Exposures by Product Type and Geographic Region

At March 31, 2015

Europe,
Middle East Quarterly
Product Type Americas and Africa  Asia-Pacific Netting Total Average(1)
(dallarsin millions)
Cash(2)...ccueeeeie et $ 41,074% 22,114% 13,643% - $ 76,831% 78,519
Derivative and other contracts(3)............. 213,23C 442,294 30,910 (647,676 38,758 39,144
Available for sale debt and held to maturi
SECUNLIES ..ooiei i emme e 69,156 269 29 - 69,454 69,380
Securities financing transactions(3)(4)..... 199,93C 68,603 46,324 (73,260 241,597 242,605
o= g Y () PSR 100,237 7,370 3,196 - 110,803 108,894
Other(B) .....ccovcvvveeeee e 16,683 12,554 6,901 - 36,138 33,373
Total on-balance sheet.............cccvee..e.e. $ 640,31C$ 553,204% 101,003% (720,936% 573,581% 571,915
CommitmeNtS(7) ..c..covcvveeeeeeiiiiiee e $ 81,8108  41,640% 29,813% - $ 153,263% 143,319
Guarantees(8)........ovveeruuiiiiiiiieeeeeee e 9,316 382 - - 9,698 9,339
Total off-balance sheet......................... $ 91,126% 42,022% 29,813% - $ 162,961$ 152,658

Remaining Contractual Maturity Breakdown by Product Type

At March 31, 2015

Yearsto Maturity

Product Type trl;:ﬁs 1 1-5 Over 5 Netting Total
(dollarsin millions)
CaSN(2). e $ 76,831% - $ - $ - $ 76,831
Derivative and other contracts(3)... 122,02C 180,74C 383,674 (647,676 38,758
Available for sale debt and held to maturlty setmsl ..... 1,034 39,221 29,199 - 69,454
Securities financing transactions(3)(4)............cccceeuvnns 313,793 963 101 (73,260 241,597
(o= 10 Y () PR RTT 55,794 30,421 24,588 - 110,803
OthEr(B) ..eeeeeiiieieiiie e 21,813 6,346 7,979 - 36,138
Total on-balance sheet .............ccccvevieecveeeecccviee e, $ 591,28t 257,691% 445,541$ (720,936% 573,581
ComMMItMENTS(7) .eeeeeiiiiiiee et e $ 76,114% 70,272% 6,877% - $ 153,263
GUAraNtEeS(8)....ccceevieiieeeeeeeeeteeees e eee e e e e e e mn e 3,062 474 6,162 - 9,698
Total off-balance sheet.............ccccvvvieceemeccevvee e, $ 79,176% 70,746% 13,039% - $ 162,961
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Distribution of Exposures by Product Type and Counterparty or Industry Type

At March 31, 2015

Wholesale
Corporate
Product Type Bank(9) Sovereign  and Other (10) Retail Netting Total
(dollarsin millions)

Cash(2)..ccceeiieiieeee et $ 31,494% 25,459% 19,878% - $ - $ 76,831
Derivative and other contracts(3)............. 305,82C 12,470 368,144 - (647,676 38,758
Available for sale debt and held to maturi

SECUIMLIES ..oiiiieeiiicee e - 58,472 10,982 - - 69,454
Securities financing transactions(3)(4)..... 34,040 36,149 244,66¢€ - (73,260 241,597
I T: 10 IS () R - - 55,006 55,797 - 110,803
(01 [T (<) ST - - 36,138 - - 36,138

Total on-balance sheet......................... $ 371,354% 132,55C$ 734,81€$ 55,797$% (720,936 573,581
Commitments(7) .....cooovveiiiiiiiiiieeeeeeend $ 15,888% - $ 133,213% 4,162% - $ 153,263
Guarantees(8).........coeevevrrriiiiiirrreee e 2 - 9,696 - - 9,698

Total off-balance sheet.............c.oeee. $ 15,890% - $ 142,90¢% 4,162% - $ 162,961

(1) Average balances are calculated based on nemtipalances or, where month-end balances areilatdeaquarter-end balances.

(2) Amounts include Cash and due from banks, Istdyearing deposits with banks, and Cash depositedclearing organizations or segregated undegridcand
other regulations or requirements, and exclude smnamaket funds.

(3) For further discussions on master netting ageses and collateral agreements, see Note 5 (Edlated Transactions) and Note 10 (Derivativerimsents
and Hedging Activities) to the condensed consadiddinancial statements in Part I, ltem 1 of thenk@0-Q.

(4) Amounts reflect Securities purchased undereageats to resell and Securities borrowed.

(5) Amounts reflect loans held for investment, waeld for sale and banking book loans designattravalue, as well as margin lending and empéolpans.

(6) Amounts primarily reflect Customer and otheraigables, Intangible Assets and Premises, equipamehsoftware costs.

(7) Amounts reflect Lending commitments and Forwgtadting reverse repurchase agreements and sesidtrrowing agreements.

(8) Amounts reflect Standby letters of credit atiteo financial guarantees issued and Liquidityliiies. For a further discussion on the Companyiargntees, see
Note 11 (Commitments, Guarantees and Contingenttigb condensed consolidated financial statenierart |, ltem 1 of the Form 10-Q.

(9) Bank counterparties primarily include banks degository institutions.

(10) Corporate and Other counterparties includéa&xges and clearing houses.

52 Credit Risk: General Disclosurefor Impaired L oans

The Company provides loans or lending commitmeritlinvits Institutional Securities and Wealth Maeagent business
segments. The Company accounts for loans basededioltowing categories: loans held for investmémans held for sale
and loans at fair value. The allowance for loarséssestimates probable losses inherent in theftveldvestment portfolio
and probable losses related to loans specificdiytified for impairment in the held for investmdoan portfolio. For a
discussion of the Company’s allowance for loan dgssmpaired loans, reconciliation of changes iovadnce for loan
losses, credit quality indicators, determinationpat due or delinquency status, placing of loamshonaccrual status,
returning of loans to accrual status, identificatiof impaired loans for financial accounting pump®smethodology for
estimating allowance for loan losses, and charfgaffuncollectible amounts, see Note 2 (SignificAocounting Policies)
and Note 8 (Loans and Allowance for Loan Lossesh&consolidated financial statements in Parttéin 8 of the 2014
Form 10-K and Note 7 (Loans and Allowance for Laasses) to the condensed consolidated financisdrsnts in Part |,
Item 1 of the Form 10-Q.
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The following tables are presented on a U.S. GAA&BiIdand reflect details on impaired and past daed along with

allowances and charge-offs for the Company'’s Ideaid for investment. The tables also include Idaeld for sale and loans
held in the banking book designated at fair value.

At March 31, 2015

Corporate
Bank(1) Sovereign  and Other(2) Retail Total
(dallarsin millions)

Impaired loans with allowance ............c.ccececeeeveenenne, $ - $ - $ 23 % - $ 23
Impaired loans without allowance(3).........cccccevvvvueeneas - - 2 20 22
Past due 90 days loans and on nonaccrual............... - - 21 24 45
Past due 90 days loans and still accruing.................. - - - - -
Allowance for [0an l0SSEeS ........ccvvvveeiiiecceeeiiiee e, - - 152 13 165
Net charg-offs (net recoveries) for the three months

ended March 31, 2015 ..o cecmeem e - - Q) - (1)

(1) Bank counterparties primarily include banks degository institutions.
(2) Corporate and Other counterparties include exclsage clearing houses.
(3) At March 31, 2015, no allowance was recordedtfese loans as the fair value of the collateedd lexceeded or equaled the carrying value.

At March 31, 2015

Europe,
Middle East
Americas and Africa Asia-Pacific Total
(dollarsin millions)
IMPAIred I0ANS .......ooiviiiiic it emee e mee e $ 22°% 23 % - $ 45
Past due 90 days loans and on nonaccrual ......ccceeccoeecvvveenennnn. 33 12 - 45
Allowance for 10an I0SSES .........cccccivviierreeie e ees 131 29 5 165

Loans Past Due and on nonaccrual by Counterparty or Industry Type

At March 31, 2015
90- <120 120 - <180 180 Days

Counterparty Type Days Days or more Total
(dollarsin millions)
BANK.....iiiviieitie et eteeectee sttt eemmenne et e et et e ete s et e e ate e ateeaateeeaeea) $ - $ - $ - $ -
- - 21 21
1 2 21 24
1] - | PRSP $ 1% 2% 423 45

53 Portfolios Subject to Internal Ratings-Based Risk-Based Capital Formulas

The Company utilizes its internal ratings systemthia calculation of RWAs for the purpose of deteing Basel Ill
regulatory capital requirements for wholesale agtdir exposures, as well as other internal risk agament processes such
as determining credit limits.

Internal Ratings System Design

As a core part of its responsibility for the indegent management of credit risk, the Company’s iCRidk Management
Department maintains a control framework to evauae risk of obligors and the structure of crdddilities (for loans,
derivatives, securities financing transactions,)ehoth at inception and periodically thereaftesr both wholesale and retail
exposures, the Company has internal methodolog&sassign a Probability of Default and a Loss Giefault. These risk
parameters, along with Exposure at Default, arel tse&ompute credit risk RWAs. Internal credit ng are the basis for a
comprehensive limits framework used to control @redsk and serve as the Company’s Credit Risk Mgemaent

7
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Department’s independent assessment of credit fiisk.monitor the credit risk of the portfolio, theo@pany uses
guantitative models and expert judgment to estirtta#evarious risk parameters related to each obhgd/or credit facility.
Internal ratings procedures, methodologies, modetslimits frameworks are all independently andrfalty governed, and
models are reviewed by an independent oversiglutifom

The Probability of Default represents a through diele likelihood of default of an obligor. The l&iven Default is an
estimate of the expected economic loss incurretheyCompany in the event of default during an eagnaownturn by an
obligor, expressed as a percentage of Exposureefatuld. Exposure at Default is the estimated amalueat at the time of
default. Exposure at Default for certain productsyrbe reduced by certain credit risk mitigants. {@ment liabilities, such
as undrawn commitments and standby letters of toraidi considered in Exposure at Default.

Internal Ratings System Process

The performance of the overall internal ratingstesysis monitored on a quarterly basis. This inveleereview of key
performance measures that include rating overridesuracy ratio and comparison of internal ratingssus applicable
agency ratings. The review is performed by an iedéeent group, and the results and conclusions eperted to
corresponding credit risk governance committees. direrall effectiveness of the internal ratinggesysis assessed annually
and the evaluation results go through a rigoroadlehge process by various governance committefesebit is presented to
the Company'’s Board of Directors.

Credit Limits Framework

The Company employs an internal comprehensive éofthgCredit Limits Framework as one of the priméwgls used to
evaluate and manage credit exposure across the @ymphe Credit Limits Framework includes singlenealimits and
portfolio concentration limits by country, industand product typeThe limits within the Credit Limits Framework are
calibrated to the Company’s risk tolerance ancentffactors that include the Company’s capital leead the risk attributes
of the exposures managed by the limits. Credit supmis actively monitored against the relevantlitlemits, and excesses
are escalated in accordance with established gameenthresholds. In addition, credit limits areleated and reaffirmed at
least annually or more frequently as necessary.

Wholesale Exposures

Wholesale exposures are credit risk exposures dtitutions and individual investors that may arfeem a variety of
business activities, including, but not limited émtering into swap or other derivative contractdar which counterparties
have obligations to make payments to the Compariending credit to clients through various lendicgmmitments;
providing short-term or long-term funding that icared by physical or financial collateral whoséugamay at times be
insufficient to fully cover the loan repayment amguand posting margin and/or collateral to clegrirouses, clearing
agencies, exchanges, banks, securities compardesttagr financial counterparties.

The Company’s Credit Risk Management Departmentuates the creditworthiness of a wholesale oblifgmmpany,
individual, sovereign entity or other governmentitgh by assigning it an internal credit rating,dem which obligors are
rated based on their ability to perform over a wialege of economic, business and industry condition

The Company’s Credit Risk Management Departmeetsraiholesale counterparties based on an analy#ie abligor and
industry- or sector-specific qualitative and quitive factors. The ratings process typically ings an analysis of the
obligor’s financial statements, evaluation of itarket position, strategy, management, legal anir@mwental issues; and
consideration of industry dynamics affecting itgfpemance. The Company’s Credit Risk Managementatepent also
considers security prices and other financial marte assess financial flexibility of the obligdihe Company’s Credit Risk
Management Department collects relevant informatiiorate an obligor. If the available informatiom an obligor is limited,
a conservative rating is assigned to reflect uagest arising from the limited information.

Retail Exposures

Retail exposures generally include exposures todimidual and exposures to small businesses tieatnanaged as part of a
segment of exposures with similar risk charactesstand not on an individual exposure basis. The@any incurs retail
exposure credit risk within its Wealth Managemensibess lending to individual investors, includintargin loans
collateralized by securities and through singleifamesidential prime mortgage loans in the form @dnforming,
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nonconforming or home equity lines of credit ("HECQ. In addition, the Company grants loans to darté/ealth
Management employees primarily in conjunction veithrogram to retain and recruit such employees.pFimeary source of
the Company’s retail exposure is concentrated mdfthree Basel Il retail exposure categoriessitential Mortgages and
Other Retail Exposures. The third Basel Il retaitegory, Qualifying Revolving Exposures, is notrently relevant to the
Company as it has no assets related to this categor

Retail exposures consist of many small loans, themaking it generally inefficient to assign raténp each individual loan.
Individual loans, therefore, are segmented andeggged into pools. The Company’s Credit Risk Manag® Department
develops the methodology to assign Probability efadlt, Loss Given Default and Exposure at Defastimates to these
pools of exposures with similar risk characteristigsing factors that may include the Fair Isaap@ation (“FICO”) scores
of the borrowers. Exposure at Default for certaiodpcts are reduced by eligible collateral. Corgimgliabilities such as
undrawn commitments and standby letters of creditansidered in Exposure at Default.

Internal Ratings System Exposures

The following table provides a summary of the digttion of Internal Ratings Based Advanced Approdsk parameters
that the Company uses to calculate RWAs for whidesad retail exposures. The table also providesame risk weighted
values across obligor types and rating grades. Gtwpany currently does not have any high volatiiommercial real
estate or qualifying revolving exposures.

At March 31, 2015

Average Average Average
Probability L oss Given Counterparty
Probability of of Default Default Undrawn Exposure at Exposure Averagerisk
Subcategory Default Band (%) (%)(1) (%)(2) Commitment Default(1) at Default(3) weight (%)
(dollarsin millions)
Wholesale
Exposures....0.00< PD <0.35....... 0.07% 41.87%% 74,279%  266,73€$ 7,852 20.86%
0.35< PD<1.35....... 0.84% 38.85¥% 16,935 27,841 276 81.47%
1.35< PD < 10.00...... 4.73% 37.97% 9,518 13,561 89 129.45%
10.00< PD < 100.00... 26.85% 31.04% 182 2,390 309 182.70%
100 (Default).............. 100.00¥ N/A 51 472 91 106.00%
SUD-TOtALL .. $ 100,965¢  311,00C% 8,617
Residential
Mortgages....0.00< PD < 0.15....... 0.05% 17.759% 282% 15,451% 1 2.71%
0.15< PD<0.35....... 0.32% 17.39% 1 1,161 3 10.32%
0.35<PD<1.35........ 1.32% 13.93¥% - 548 7 22.26%
1.35< PD < 10.00...... 1.84% 12.88Y% - 152 1 25.84%
10.00< PD < 100.00... 25.76% 17.26Y% - 21 2 108.09%
100 (Default).............. 100.00Y N/A - 22 3 106.00%
SUD-TOtALL .. $ 283% 17,355% 17
Other Retail
Exposures....0.00< PD < 1.50....... 0.21% 100.00%% 4,043% 1,157% 5 40.08%
1.50< PD < 3.00....... 2.21% 100.00¥ - 611 7 139.84%
3.00<PD <5.00........ 3.31% 43.549 - 1,725 2 65.16%
5.00<PD < 8.00........ 6.19% 42.19v% - 2,982 - 67.25%
8.00< PD <100.00..... 9.63% 13.41% - 35 - 23.58%
100 (Default).............. 100.00% N/A - 285 1 106.00%
SUD-OAL ....veiiiciiic e $ 4,043% 6,795% 15
TOLALL e $ 105,291$ 335,15(% 8,649

N/A—Not Applicable
(1) Amounts reflect the effect of collateral, gusteses and credit derivatives.
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(2) Under U.S. Basel lll, credit risk mitigation ithe form of collateral may be applied by reducifxgosure at Default or adjusting the Loss GivenaDkf The
Company may apply one or the other approach depgruhi product type. When collateral mitigation ppléed against the Exposure at Default, the Los®eGi
Default is set at 100% to avoid duplication.

(3) Amounts represent the weighted average expasudefault per counterparty within the respecfrebability of Default band, weighted by their pata
Exposure at Default contribution.

54 General Disclosure for Wholesale Counterparty Credit Risk of Derivative Contracts, Repo-Style
Transactionsand Eligible Margin Lending

Counterparty Credit Risk Overview

Counterparty credit exposure arises from the figlt parties are unable to meet their payment didigs under derivative

contracts, repo-style transactions and eligible gimatoans. Repo-style transactions include replgehagreements and
securities lending transactions. Derivative corrand security values have a risk of increasedngial future counterparty
exposure from changes in movements in market pandsother risk factors. Potential future expossimaitigated by the use
of netting and collateral agreements. The Compas®s @n internal model to compute expected expdbatdncludes the

mitigating effects of netting and collateral in wigg over-the-counter (“OTC”) and exchange-tradedivétive contracts,

repo-style transactions and eligible margin lendiflge use of netting, collateral, internal modekstimdology and credit
valuation adjustment are discussed further belovaddition to other counterparty credit risk mammaget practices.

Derivative Contracts

The Company actively manages its credit exposw@uth the application of collateral arrangements seadily available
market instruments such as credit derivatives. U$® of collateral in managing derivative risk iamgtard in the market
place, and is governed by appropriate documentatiaih as the Credit Support Annex to the InternaticGwaps and
Derivatives Association, Inc. (“ISDA”) documentatioln line with these standards, the Company gdigesacepts only
cash, government bonds, corporate debt and ma@xiaeduities as collateral. The Company has poliaifes procedures for
reviewing the legal enforceability of credit suppdocuments in accordance with applicable rules.

Repo-Syle Transactions

The Company engages finmnding activities through the use of repurchaseagents and other repo-style transactions. The
Company manages credit exposure arising from reweqsurchase agreements, repurchase agreemenistieebdorrowing

and securities lending transactions by, in appat@rcircumstances, entering into master nettingcafidteral agreements
with counterparties that provide the Company, mékient of a customer default, the right to ligtédeollateral and the right

to offset a counterparty’s rights and obligatioosider these agreements and transactions, the Conaittier receives or
provides collateral, including U.S. government aiggncy securities, other sovereguvernment obligations, corporate and
other debt, and corporate equities.

Eligible Margin Lending

The Company also engages in activities to providditmnal funding through eligible margin lendingrfinstitutional
customers. Customer receivables generated fromimigrgding activity are collateralized by custonmevned securities held
by the Company. The Company monitors required mal@iels and established credit limits daily andrspant to such
guidelines, requires customers to provide additioollateral or reduce positions, when necessary.

Netting

The Company recognizes netting in its estimatiofExyposure at Default where it has a master netigngement in place
and other relevant requirements are met. The ISCa&tht Agreement is an industry-standard masteingetgreement that
is typically used to document derivative transattioThe Company generally uses the ISDA Master éxgent and similar
master netting agreements to document derivatieerapo-style transactions. For a discussion ofGbenpany’s master
netting agreements, see Note 5 (Collateralizedskretions) and Note 10 (Derivative Instruments arddihg Activities) to

the condensed consolidated financial statemerRainl, Iltem 1 of the Form 10-Q.
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Collateral

The Company may require collateral depending oreditassessment done for each of the Companyistemqarties. There
is an established infrastructure to manage, mairaad value collateral on a daily basis. Collatdreld is managed in
accordance with the Company’s guidelines and tlevaat underlying agreements.

For a discussion of the Company’s use of collatasah credit risk mitigant, including with respeztderivatives, repo-style
transactions and margin loans, see Note 5 (Caodiieged Transactions) and Note 10 (Derivative Insteats and Hedging
Activities) to the condensed consolidated finanstatements in Part I, Item 1 of the Form 10-Q. flaather information on
the Company’s valuation approaches, including filfateral, see Note 2 (Significant Accounting Pigl&) and Note 4 (Fair
Value Disclosures) to the consolidated financiatesnents included in Part Il, Item 8 of the 2014nF&0-K.

General Disclosure for Counterparty Credit Risk

The following table is presented on a U.S. GAAPidasd reflects the net exposures for derivative ather contracts and
securities financing transactions and the grosematt exposures for eligible margin lending.

At
March 31, 2015

(dollarsin millions)
Derivative and Other Contracts:

GrOSS POSILIVE TAIM VAIUE ...ttt e e e e e e e e e e e e e e e e e e e e aaaaa $ 686,434

Counterparty Netting DeNEfit ... ... e aa e e e e e e (572,044

= o0 1 =T ol (=T L] =4 o ] SO $ 114,390

ST Yol B 1= TSR T 0] = 1= - | S PPSS (9,809

CaSh COMALETAL ...ttt e e e e e e e e e e s e ettt e et e e e eeaaannnneeee (75,687

Net exposure (after Netting and COIIALE. ...........ooii it s $ 28,894
Repo-Style Transactions:

GrOSS NOLIONAI EXPOSUIE....ccci it ittt it ceeeeer ettt eeee e e e e e et s st e s s s te e b e aaeeeeeeaaeeesessnssaaaanssnsssnsrnsnnenreeeeeesen $ 314,857

Net exposure (after Netting and COIALE. ...........oii it 12,829
Eligible Margin Lending:

GroSS NOLIONAI EXPOSUIE (L) ..eeeeeeeiiiiiet i ettt ettt e e e e e e e e e e e s e eabbbbbbseeeaaaaaeaeesasaaaannnnnns $ 14,054

(1) At March 31, 2015, the fair value of the catlatl held exceeded the carrying value of margindoa

The following table is presented on a U.S. GAAPibasd reflects the notional amount of outstandireglit derivatives at
March 31, 2015, used to hedge the Company’s owtighiorand those undertaken in connection withrdlimtermediation
activities. The Company believes that the noti@mbunts of the derivative contracts generally daéests exposure.

At March 31, 2015
Hedge Portfolio Intermediation Activities
Credit derivative type Pur chased Sold Pur chased Sold

(dollarsin millions)
Credit derivatives:

Credit default SWaps .........ccoocviveeeescceeeeee e $ 39,780 $ 15,233 $ 824,54C $ 814,943
Total return SWapSs ......eeeeeeeeeiieiieeeeeeeiieeeeeee, - - 2,732 12,420
Credit OPLIONS ......vveiiiiie et 1,396 1,196 6,852 10,105
TOtALL et $ 41,176 $ 16,429 $ 834,124 $ 837,468

For a further discussion of the Company’s creditvdgives, see “Quantitative and Qualitative Distloes about Market
Risk—Credit Risk—Credit Exposure—Derivatives—Crdddrivatives” in Part I, ltem 3 and Note 10 (Detiva Instruments
and Hedging Activities) to the condensed consadiddinancial statements in Part I, Item 1 of thenFa0-Q.
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Internal Models Methodology

The Company has been approved by its primary rémsldo use the Internal Models Methodology (“IMMY estimate
counterparty exposure at future time horizons. Wnkle IMM approach, the Company uses a regulatpreaged simulation
model to estimate the distribution of counterpatposures at specified future time horizons. Thaukition model projects
potential values of various risk factors that affdee Company’s counterparty portfolie.d., interest rates, equity prices,
commodity prices and credit spreads) under a largaber of simulation paths, and then determinesipleschanges in
counterparty exposure for each path by re-priciagdactions with that counterparty under the ptepkcisk factor values. A
counterparty’s expected positive exposure profildétermined from the resulting modeled exposwstiblution to estimate
Exposure at Default in calculating RWAs for regatat capital ratio purposes. For a small populatidrexposures not
modeled under this simulation method, the Compagutates Exposure at Default for regulatory capbtaposes using a
more conservative but less risk-sensitive methdtk ihternal models incorporate the effects of lggahforceable netting
and collateral agreements in estimating counteypaqbosure.

The table below presents the Exposure at Defaell é@r the Company’s determination of regulatorgitz for derivative
and other contracts and securities financing ti@imas, excluding default fund contributions.

At March 31, 2015
Internal Models M ethodol ogy

(dollarsin millions)

Derivative and other CONractS(1).......ooii oottt e e e e e eeaa $ 84,695
Securities finaNCING traNSACHIONS. ......... o e ereeeeeeeeeeetesiesisssirerrrrrrrerrereaeeeeessesanennneee— 40,898
L@ {01 PR PPRPRRRRRTRN 2,110

LI ] = | PSP PPP SRR $ 127,703

(1) Amountincludes client exposures related tamed transactions.

Other Counterparty Credit Risk Management Practices

Credit Valuation Adjustment

Credit valuation adjustment (“CVA") refers to thairfvalue adjustment to reflect counterparty creidk in the valuation of
bilateral {.e., non-cleared) OTC derivative contracts. U.S. Biseéquires the Company to calculate RWAs for CVA.

The Company establishes a CVA for bilateral OTCivddive transactions based on expected credit soggpeen the
probability and severity of a counterparty defalilhe adjustment is determined by evaluating thelitexposure to the
counterparty and by taking into account the mavkéite of a counterparty’s credit risk as implieddogdit spreads, and the
effect of allowances for any credit risk mitigastech as legally enforceable netting and collaegatements.

CVA is recognized in profit and loss on a dailyibamnd effectively represents an adjustment tecethe credit component
of the fair value of the derivatives receivablevési that the previously recognized CVA reducespibiential loss faced in
the event of a counterparty default, exposure oetie reduced for CVA.

Assignment of Economic Capital for Counterparty Credit Exposures

The Company’s internal capital assessment and sbigrament of counterparty credit risk are basedhenCompany’s
required capital framework. The Company’s requicagital framework is based on the principle that @ompany should
have adequate capital to meet regulatory requiresreren after a severe stress loss. This frameta&ds into consideration
Probability of Default, Loss Given Default, potahtexposure and resulting estimated stress losseoonterparty credit
exposures. For a further discussion on the Compargguired capital framework, see “MD&A—Liquiditynd Capital

Resources—Regulatory Requirements—Required Cajmitdtart I, Iltem 2 of the Form 10-Q.
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Additional Collateral Requirements Due to Credit Rating Downgrade

For a discussion of the additional collateral ami@ation payments that may be called in the eeéat future credit rating
downgrade of the Company, see “MD&A—Liquidity an@tal Resources—Credit Ratings” in Part I, IterafZhe Form
10-Q.

Wrong-Way Risk

The Company incorporates the effect of specificngravay risk in its calculation of the counterpaeyposure. Specific
wrong-way risk arises when a transaction is stmectiin such a way that the exposure to the couatsrps positively
correlated with the Probability of Default of theunterparty; for example, a counterparty writing pptions on its own
stock or a counterparty collateralized by its ownrelated party stock. The Company considers sigeaifong-way risk
when approving transactions. The Company also miigeneral wrong-way risk, which arises when tbanterparty
Probability of Default is correlated with generahniket or macroeconomic factors. The credit assasisprecess identifies
these correlations and manages the risk accordingly

55 Credit Risk Mitigation
Overview

In addition to the use of netting and collateralfatigating counterparty credit risk discussedahdhe Company may seek
to mitigate credit risk from its lending and detivas transactions in multiplays, including through the use of guarantees
and hedges. At the transaction level, the Compaekssto mitigate risk through management of kely eiements such as
size, tenor, financial covenants, seniority andatetal. The Company actively hedges its lendind derivatives exposure
through various financial instruments that may ude single-name, portfolio and structured creditvd¢ives. Additionally,
the Company may sell, assign or syndicate fundetiscand lending commitments to other financialitusons in the
primary and secondary loan market.

In connection with its derivatives activities, t@®mpany generally enters into master netting ageeésnand collateral
arrangements with counterparties. These agreememtgle the Company with the ability to demand &igtal, as well as to
liquidate collateral and offset receivables andafdgs covered under the same master netting agntemthe event of a
counterparty default. For further information oe impact of netting on the Company’s credit expesusee “Collateral” in
Section 5.4 herein and “Quantitative and Qualieatdsclosures about Market Risk—Risk Management-diCiRisk” in
Part Il, Item 7A of the 2014 Form 10-K.

Loan Collateral Recognition and Management

Collateralizing loans significantly reduces thediteisk to the Company. As part of the credit enxsdlon process, when
possible, the Company’s Credit Risk Management Bepmnt assesses the ability of obligors to granlatmral. The

Company’s Credit Risk Management Department magiden the receipt of collateral as a factor wheprayping loans, as
applicable.

Loans secured by customer margin accounts, a sofiroedit exposure, are collateralized in accocgawith internal and
regulatory guidelines. The Company monitors requirargin levels and established credit limits dadiyd pursuant to such
guidelines, requires customers to provide additiooBateral, or reduce positions, when necesdaagtors considered in the
review of margin loans are the amount of the Iahe, intended purpose, the degree of leverage beimgjoyed in the
account, and overall evaluation of the portfolicettsure diversification or, in the case of conastt positions, appropriate
liquidity of the underlying collateral or potentikedging strategies to reduce risk. Additionallgnsactions relating to
concentrated or restricted positions require aesgvof any legal impediments to liquidation of thederlying collateral.
Underlying collateral for margin loans is revieweih respect to the liquidity of the proposed cttal positions, valuation
of securities, historic trading range, volatilityadysis and an evaluation of industry concentration

With respect to first and second mortgages, indgidHELOC loans, a loan evaluation process is adioptthin a framework
of the credit underwriting policies and collatenaluation. Loan-to-collateral value ratios are dweieed based on
independent third-party property appraisal/valugioand the security lien position is establishadugh title/ownership
reports.
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Guarantees and Credit Derivatives

The Company may accept or request guarantees ®tated or third parties to mitigate credit risk feholesale obligors.
Such arrangements represent obligations for theagt@r to make payments to the Company if countéygails to fulfill its
obligation under a borrowing arrangement or ottatiactual obligation. The Company typically acseptiarantees from
corporate entities and financial institutions withts Institutional Securities business segment] emdividuals and their
small- and medium-sized domestic businesses withiWealth Management business segment.. The Compay also
hedge certain exposures using credit derivativé®e Tompany enters into credit derivatives, printgypthrough credit
default swaps, under which it receives or provigiesection against the risk of default on a sedetft obligations issued by
a specified reference entity or entities. A majoritf the Company’s hedge counterparties are babksker-dealers,
insurance and other financial institutions.

The Company recognizes certain credit derivativesthird-party guarantees for the reduction of @apequirements under
the Advanced Approach. At March 31, 2015, the agatee Exposure at Default amount of the Company'slegale
exposure hedged by such credit derivatives or4hindy guarantees, excluding CVA hedges, was $2na8ibn.

6 Equities Not Subject to Market Risk Capital Rule
Overview

The Company from time to time makes equity investisithat may include business facilitation or otineesting activities.
Such investments are typically strategic investmemidertaken by the Company to facilitate corertmss activities. From
time to time, the Company may also make equity stments and capital commitments to public and peiGdmpanies,
funds and other entities. Additionally, the Compappnsors and manages investment vehicles andasearcounts for
clients seeking exposure to private equity, infragtire, mezzanine lending and real estate-relatet other alternative
investments. The Company may also invest in andigieccapital to such investment vehicles.

Valuation for equity investments not subject to kedrrisk capital rule

The Company’s equity investments include investméntprivate equity funds, real estate funds andgbefunds (which
include investments made in connection with certamployee deferred compensation plans), as welirast investments in
equity securities, which are recorded at fair value

The Company applies the Alternative Modified Lookrdugh Approach for equity exposures to investnients. Under
this approach, the adjusted carrying value of amtggxposure to an investment fund is assignech o rata basis to
different risk weight categories based on the imi@tion in the fund’s prospectus or related documenor all other equity
exposures, the Company applies the Simple Risk-i¢edgpproach (“SRWA”). Under SRWA, the RWA for eaeluity
exposure is calculated by multiplying the adjustedrying value of the equity exposure by the aptlie regulatory
prescribed risk weight.
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The following table consists of U.S. GAAP amouniscbhsed in the Company’s balance sheet of investsnend the types
and nature of investments, capital requirementsjpgropriate equity groupings, realized gains/(lss$som sales and
liquidations in the reporting period, and total eslized gains/(losses) on AFS equity securitiekectfd in accumulated
other comprehensive income (loss) (“AOCI"), netaf, including unrecognized gains/(losses) relabeidvestments carried
at cost and unrealized gains/(losses) includeden Trand/or Tier 2 capital.

At March 31, 2015

Total Risk
Type of Equity Investments On-balance Sheet(l) Weight % RWAS(2)

(dollarsin millions)

Simple Risk-Weight Approach:

Exposures in the 0% risk weight category ....cccceeveeveccvviiinnnninnnnns $ 301 0% $ -

Exposures in the 20 % risk weight category .......cccccvvvveveevvamnnn.. 33 20% 7

Community development equity eXPOSUIES.....cccccceveveerrrrvennnnnn. 1,911 100% 2,062

Non-significant equity @XPOSUIES .......ccccuuuvuumirriiiineeeaaeeaeeeee e 4,926 100% 5,590

Significant investments in unconsolidated finanaiatitutions(3).... 5,444 100% 5,805

Publicly traded equity EXPOSUIES ........... o eerrrmmereeieaaaaeaaaaanans - 300% -

Non-publicly traded equity EXPOSUIES ...........ccceeeererremmnseaaaannnnns - 400% -

Exposures in the 600% risk weight category .....cccvvveeeeeeeiiiimmnnns 552 600% 4,756

SUD-TOLAL. ... $ 13,167 N/A 8 18,220
Equity exposures to investment funds:

Alternative Modified Look-Through Approach ....c..ccccccoceiiniea 4,764 N/A 5,155
Total Equities Not Subject to Market Risk Capitall&..................... $ 17,931 NA  $ 23,375
Quarter-to-date realized gains/(losses) from sahesliquidationsS(4) ........cceeeveeiieiiiicccmeemeeee e $ 110
Total unrealized gains/(losses) on AFS equity seeameflected in AOCI(4) ....coeeeeeeeiiiiiicemmm e e 3)

Unrecognized gains/(losses) related to investmeant®ed at COSt(4)...uuvmiiiiiiieeeriiiii i ceeeeeeeeieeeeeee e, 1
Unrealized gains/(losses) included in Tier 1 andider 2 capital ...............cooooecvivicveee e 3)

N/A—Not Applicable

(1) The total on-balance sheet amount reflectsdBLmillion and $5,956 million of non-publicly trad and publicly traded investments, respectiveljarch 31,
2015. The on-balance sheet amounts reflect apped&ifair value of these exposures and are presentadJ.S. GAAP basis, which include investmenth&
Company’s own capital instruments and investmentke capital instruments of unconsolidated finahicistitutions that are subject to capital dedwretiunder
U.S. Basel Ill. At March 31, 2015, the amount oluEigs Not Subject to Market Risk Capital Rule thats deducted from Total capital was $93 millioar F
further information on the Company’s valuation teiues related to investments, see Note 2 (Sigmfié\ccounting Policies) to the consolidated finahc
statements in Part Il, ltem 8 of the 2014 Form 10-K

(2) In accordance with U.S. Basel Ill, RWAs reflact.06 multiplier and include both on- and offdrale sheet equity exposures.

(3) Under the Advanced Approach, significant inmestts in unconsolidated financial institutions fie tform of common stock, which are not deductednfro
Common Equity Tier 1, are assigned a 250% risk teigetween 2014 and 2017, under the transitiarlabr a 100% risk weight is applied. In 2018, t66%
risk weight comes into effect on a fully phasedasis.

(4) For the quarter ended March 31, 2015.

7 Securitization Exposures
Securitization exposure is defined (in line witk Basel Il definition) as a transaction in which:

e The credit risk of the underlying exposuresransferred to third parties, and has been sepanatiedwo or more
tranches reflecting different levels of seniority;

» The performance of the securitization dependasupe performance of the underlying exposures; and

* All or substantially all of the underlying exposs are financial exposures.

Securitization exposures include on- or off-balasteet exposures (including credit enhancements) dtise from a
securitization or re-securitization transaction;aor exposure that directly or indirectly refereneesecuritization€g., a
credit derivative). A re-securitization is an expasbased on the performance of more than one lyimteexposure and in
which one or more of the underlying exposuressiliita securitization exposure.

15



MORGAN STANLEY
Basel |11 Pillar 3 Disclosures Report
For the Quarterly Period Ended March 31, 2015

On-balance sheet exposures include securities @ants Ifor which securitization trusts are the coypatey. Off-balance
sheet exposures include liquidity commitments agdvdtives (including tranched credit derivativesdaderivatives for
which the reference obligation is a securitization)

Securitization exposures are classified as eithaditional or synthetic. In a traditional secudtion, the originator
establishes a special purpose entity (“SPE”) atid sssets (either originated or purchased) ofbatance sheet into the
SPE, which issues securities to investors. In @éhgjit securitization, credit risk is transferredan investor through the use
of credit derivatives or guarantees. In a synthe#icuritization, there is no change in accountiegtment for the assets
securitized.

The Company does not manage or advise entitiesnbradt in securitizations sponsored by the Company

Except for (i) its AFS securities portfolios, forigh the Company purchases mostly highly ratedctras of commercial
mortgage and other securitizations not sponsoreth&yCompany, and (ii) warehouse loans to clieoinspred SPEs, the
Company engages in securitizations primarily asding activity.

The Company retains securities issued in secuitiizatransactions it sponsors, and it purchasesirges issued in
securitization transactions sponsored by othersgars of its trading inventory. These interests @areluded in the
consolidated statements of financial conditioraat¥alue with mark-to-market changes reportedettading book.

For further information on securitization transans in which the Company holds any exposure ireeitie banking book or
the trading book, see the tables in “Transfers sdets with Continuing Involvement” in Note 7 (Véala Interest Entities
and Securitization Activities) to the consolidafathncial statements in Part Il, Iltem 8 of the 203gm 10-K and Note 6
(Variable Interest Entities and Securitization Aities) to the condensed consolidated financigkestents in Part I, ltem 1
of the Form 10-Q.

7.1 Accounting and Valuation

For a discussion of the Company’s accounting arldati@n techniques related to securitization, s@eN2 (Significant
Accounting Policies), Note 4 (Fair Value Measuretagand Note 7 (Variable Interest Entities and &&ezation Activities)
to the consolidated financial statements in Partéim 8 of the 2014 Form 10-K and Note 6 (Variabiterest Entities and
Securitization Activities) to the condensed cordaied financial statements in Part I, Item 1 offtbem 10-Q.

7.2 Securitization and Resecuritization Exposuresin the Banking Book

The following table presents the total outstandirgosures securitized by the Company as a spomswaitich the Company
has retained credit or counterparty exposuresarbtnking book at March 31, 2015. Because thisuerd securities held in
the Company’s trading book, this table includes/drdnsactions in which the Company transferreétassnd entered into a
derivative transaction with the securitization SFer residential mortgage and commercial mortgagesactions, these
derivatives are interest rate and/or currency swais table does not include assets transferraghbyfiliated co-depositors
into these transactions. Traditional securitizataposures reflect unpaid principal balances ofutih@erlying collateral, and
synthetic securitization exposures reflect noti@mabunts.

At March 31, 2015

Traditional
Amounts Sold by
Third Partiesin
Transactions
Amounts Sold by Sponsor ed by
Exposure type the Company the Company Synthetic
(dollarsin millions)
Commercial MOMQAGES ....covvvveeeeeeeee e e et smeeeeeeeeeeereeeeaeaaeeeaeen, $ 8,670% 5,610% -
Residential mMortgages.......ccveeeeviii et s commmmm e 743 - -
Corporate debt .........eeeeiiiiiiiii e 228 - 401
Asset-backed securitizations and other ... .eevvvieeneeen... - - -
e ] = | $ 9,641% 5,610% 401
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The following table is presented on a U.S. GAAPibasd reflects a summary of the Company’s seeatitn activity
during 2015, regardless of whether the Companynedacredit or counterparty exposure, includingdah®unt of exposures
securitized (by exposure type), and the correspgnicognized gain or loss on sale. This tableuthe$ assets transferred
by unaffiliated co-depositors into these transansio

Three Months Ended March 31, 2015

Amounts Sold by
Third Partiesin

Recognized Transactions
Amounts Sold by Gain/(Loss) Sponsor ed by
Exposure type the Company(1) on Sale the Company
(dollarsin millions)
Commercial MOrgagES .......uuvveeiiiirreeesmrrneeeeeeesrrreeeeessnenens $ 2,123% 3% 3,016
Residential mortgages. .......ooooeeriiiiiiieeieeeee e 64 - -

Corporate debt .........eeeeiiiiiiiii - - -
Asset-backed securitizations and other.....eveeieereennnn... - - -
Lo ] = | $ 2,187% 33 3,016

(1) Amounts represent notional value of assets lwtiie Company contributed to the securitization.

The following table is presented on a U.S. GAAPiband reflects a summary of the Company’s seeatitin activity
during 2015, for those transactions in which thenfany has not retained an interest, including theumt of exposures
securitized (by exposure type), and the correspgndicognized gain or loss on sale. This tableuthe$ assets transferred
by unaffiliated co-depositors into these transanstio

Three Months Ended Mar ch 31, 2015

Amounts Sold by
Third Partiesin

Recognized Transactions
Amounts Sold by Gain/(Loss) Sponsor ed by
Exposure type the Company(1) on Sale the Company

(dollarsin millions)
Commercial MOMQAgES .......ccvvveeivreeitmmmee e eeiree e eiee e s, $ 1,278% (3)% 2,266
Residential mortgages. .......oooeeeiiiiiii i - - -
Corporate debt .........eeeeiiiiiiiii e - - -
Asset-backed securitizations and other ... .vvveeieeeenee. - - -

LI ] - U PRSP $ 1,278% (3)% 2,266

(1) Amounts represent notional value of assets lwtiie Company contributed to the securitization.

The following tables include only securities hefdiis AFS securities portfolios, warehouse loanglent securitization
entities and transactions in which the Companyredt@to derivative transactions with a securif@aissuer. The tables do
not include securities held in the Company’s trgdinok. For information on securities held in thentpany’s trading book,
see “Securitization and Resecuritization Exposureke Trading Book” in Section 7.3 herein.

The Company did not retain any senior or subordiriegnches, nor recognized related credit lossakeirbanking book.
During the quarter ended March 31, 2015, the Commhd not have material impaired/past due exposorelwsses on
securitized assets.

In addition, the Company may enter into derivatogntracts, such as interest rate swaps. Theseatieevtransactions
generally represent senior obligations of the SBEsior to the most senior beneficial interest tamiding in the securitized
exposures, and are included in the Company’s cfaelt statements of financial condition primaatyfair value.
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The following table is presented on a U.S. GAAPidand reflects the outstanding exposures intetalée securitized:

Exposure type At March 31, 2015
(dollarsin millions)
COMMEICIAl MOITJAGES ..eeeeiiiiiieeeee et s oottt et bbbttt et e et e e e eaaaaaesas s e e e aaaaaeeeeaeaaaaaannnnnens $ 3,241
RS Lo L= o (= I o g (o (o F= Vo =P PEPUTTUTTUPR -
(7] g ool =11 INe (=] o) APPSR 64
Asset-backed securitizations and OtNET ... .. oovveieiiiiii e emm e -
LI ] = | PSP PPRT O $ 3,305

The following table presents the aggregate Expoaui@efault amount of the Company’s outstanding amd off-balance
sheet securitization positions by exposure type:

At March 31, 2015

Exposure type On-balance sheet Off-balance sheet Total
(dollarsin millions)
Commercial MOMQAgES ......ccvvveeiviee et mmeee e ereeeesive e e $ 3,034% 1,539% 4,573
Residential mortgages.....cccccvvveeeeee e s s cemmmmm e 336 28 364
Corporate debt ........eeeviiiiiieeee e 1,446 1,577 3,023
Asset-backed securitizations and other(1) .. .oooeeeennn 10,043 2,801 12,844
LI ] - USRS $ 14,859% 5,945% 20,804

(1) Amounts primarily reflect student loans, awtodivables, servicer advance receivables, munibipads and credit card receivables.

The following tables present the aggregate Expoauiefault amount of securitization exposuresimeth or purchased and
the associated RWAs for these exposures, catedgobigbveen securitization and re-securitization exypes. In addition,
these exposures are further categorized into rikht bands and by risk-based capital approaches Company employs
the Supervisory Formula Approach and the Simplifieghervisory Formula Approach to calculate couraegpcredit capital
for securitization exposures in the Company’s bagkbook. The Supervisory Formula Approach usegnatemodels to
calculate the risk weights for securitization exjpes. The Simplified Supervisory Formula Approashaisimplified version
of the Supervisory Formula Approach under which tis& weights for securitization exposures are eiged using
supervisory risk weights and other inputs. In thoases where the Company does not apply eitheheofSupervisory
Formula Approach or the Simplified Supervisory FatanApproach, then the securitization exposurebbeilassigned to the
1,250% risk weight category.

At March 31, 2015
Securitizations
Simplified Supervisory

Supervisory Formula Approach Formula Approach 1,250% Risk Weight Category
Exposure at Exposure at Exposure at
Risk Weight Default Amounts RWAs Default Amounts RWAs Default Amounts RWAs
(dollarsin millions)
0% - 20%........... $ 12,926% 2,740% 6,010% 1,274% - $ -
20% - 100%...... 962 363 28 7 - -
100% - 500%..... 54 181 768 1,934 - -
500% - 1,250%.. - - - - - -
Equal to 1,250% - - - - 18 239
Total....ccoovneee. $ 13,942% 3,284% 6,806% 3,215% 18% 239

18



MORGAN STANLEY
Basel |11 Pillar 3 Disclosures Report
For the Quarterly Period Ended March 31, 2015

At March 31, 2015
Re-securitizations
Simplified Supervisory

Supervisory Formula Approach Formula Approach 1,250% Risk Weight Category
Exposure at Exposure at Exposure at
Risk Weight Default Amounts RWAs Default Amounts RWAs Default Amounts RWAs
(dollarsin millions)
0% - 20%........... $ - $ - $ 1% - $ - $ -
20% - 100%...... - - - - - -
100% - 500%..... - - 25 71 - -
500% - 1,250%.. - - 12 64 - -
Equal to 1,250% - - - - 1 12
Total.................. $ - $ - $ 38% 135% 1$ 12

At March 31, 2015, the amount of exposures that desucted from Tier 1 common capital, representiregafter-tax gain
on sale resulting from securitization was $41 willi

The following table presents the aggregate Expoatiiefault amount of re-securitization exposuegained or purchased,
categorized according to exposures to which cresktmitigation is applied and those not applied.

At March 31, 2015

(dallarsin millions)

Re-securitization exposures:

Re-securitization exposure to which credit riskigaition is applied ...........cccccveiiiiiiiecccceeecceeeeed $ -
Re-securitization exposure to which credit riskigaition is not applied ..........ccccccveveeiimenvinviennen. 39
Total re-securitization exposures retained or PABEH ............ccvveiieiiiiiiii e $ 39
Total re-securitization eXPOSUIe 10 QUATANTOLS cece..ttrriieeiieeiaaaeeeee e ettt e e e ebeere e e e eeeaaaaaaaeans $ -
Total re-securitization eXposure NOt t0 GUAIANTOIS.......ccuuurirriiiiieeirerreereeeeeeeesesseeesimereeeereneeeeeees 39
Total re-securitization exposures retained or PRABEH ..............uvviiiiiiiiiiiiieee e $ 39

The credit risk of the Company’s securitizations ag-securitizations is controlled by actively ntoning and managing the
associated credit exposures. The Company evaluatdlateral quality, credit subordination levels amtructural
characteristics of securitization transactionsnaeption and on an ongoing basis, and manages @goagainst internal
concentration limits.

7.3 Securitization and Resecuritization Exposuresin the Trading Book

The Company also engages in securitization adwitelated to commercial and residential mortgagad, corporate bonds
and loans, municipal bonds and other types of &irrinstruments. The Company records such aawitn the trading
book.
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The following table presents the Net Market Valdettee Company’s aggregate on- and off-balance skeetritization
positions by exposure type, inclusive of hedge#héntrading book:

At March 31, 2015

Exposures Net Market Value(1)
(dollarsin millions)
(070] 1010411 (el = U 4 a0 o =T [T SRR $ 1,775
ReSIAeNtial MOMGAGES ... cciieiiee ettt e e et ettt e e e e e aaaaeaeaaeaaaanns 2,262
(7] g ool = 11= N0 (=] 0] 024 PP PPPPPPUPP TR 2,357
Asset-backed securitizations and OthET ... e veeeiiiiii e e e emees 1,018
LI ] = | O TSRO PPPPROPP $ 7,412

(1) Net Market Value represents the fair valuecfash instruments and the replacement value fovatare instruments.
(2) Amount includes correlation trading positiohgttare not eligible for Comprehensive Risk Meagt@RM") surcharge. For more information on CRMgse
Section 9.1 “Comprehensive Risk Measure” includexkim.

The Company closely monitors the price, basis aqddity risk in the covered securitization andaesritization positions

that are held in the trading book. Each positidis fato at least one or more trading limits thatvé been set to limit the
aggregate, concentration and basis risk in thégimrto acceptable levels. Holdings are monitoagginst these limits on a
daily basis.

The inherent market risk of these positions areturag in various risk measurement models includRegulatory VaR,
Regulatory stressed VaR and stress loss scenahios are calculated and reviewed on a daily b&sigther, the Company
regularly performs additional analysis to compreh&arious risks in its securitization and rese@&ation portfolio, and
changes in these risks. Analysis is performed icoatance with U.S. Basel Ill to understand struadtdeatures of the
portfolio and the performance of underlying coltate

The Company calculates the standard specific @gklatory capital for securitization and reseczaition positions under the
Simplified Supervisory Formula Approach. Under thpproach, a risk weight assigned to each positiamalculated based
on a prescribed regulatory methodology. The resyltiapital charge represents the higher of the tatialong or net short
capital charge calculated after applicable netting.

In addition, the Company uses a variety of hedgimgtegies to mitigate credit spread and defasit fior the securitization
and resecuritization positions. Hedging decisiorsk@msed on market conditions, and are evaluatddnathe Company’s
risk governance structure.

8 Interest Rate Risk for Non-trading Activities

The Company believes that interest rate sensitaitglysis is an appropriate representation of thegany’s interest rate
risk for non-trading activities. For information dhe interest rate sensitivity analysis on nonitrgdactivities within the

Company’s portfolio, see “Quantitative and QuaMatDisclosures about Market Risk—Market Risk—Noading Risks”

in Part I, Item 3 of the Form 10-Q.

9 Market Risk

Market risk refers to the risk that a change inlthal of one or more market prices, rates, indigeplied volatilities (the
price volatility of the underlying instrument imgat from option prices), correlations or other mafketors, such as market
liquidity, will result in losses for a position gortfolio. Generally, the Company incurs markek rés a result of trading,
investing and client facilitation activities, pripally within its Institutional Securities businessgment where the substantial
majority of the Company’s market risk capital isu&ed. In addition, the Company incurs tradingatetl market risk within
its Wealth Management business segment. The Cortgpdmyestment Management business segment incumsipally
Non-trading market risk primarily from investmeimisreal estate funds and investments in privatétggehicles.
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The following table presents the Company’s meadaremarket risk and market risk RWAs in accordamneggh the
Advanced Approach, categorized by component typ#AR for market risk are computed using either ratpriapproved
internal models or standardized methods that irev@lpplying risk-weighting factors prescribed byulegprs. Pursuant to
U.S. Basel lll, multiplying the measure for markiek by 12.5 results in market risk RWAs.

At March 31, 2015

Measur e for
Components of measure for market risk and market risk RWAs Market Risk RWAS(1)
(dallarsin millions)

REQUIALOIY VAR(2)....cciiitieeee e et e+ s ettt e e s et e e e e e ettt e e e e s eanaaeee s s sne s ennnneeaeas 717% 8,962
Regulatory stressed VaR(3) 2,881 36,012
Incremental riSk Charge(3) ....uueeeeeeeiiiiii e 775 9,688
Comprehensive risk MEASUIE(3)(4) ...cceu i i e e e e e 846 10,572
Specific risk:

NOM-SECUNTIZAtIONS(5) +vvvveerrirrieieeeeeees st smmmmmss ettt e ereeeeeeeeeeeeeasessassnnnsnnaeanreeees e ees 1,590 19,876

Y Yol B 2= LT 1S () 2,053 25,662
TOtAl MATKEE FISK ..eeiviiieiiiie ettt eeree et e et e e st e et e e e st eesne e e e sresneeeesnneeennns $ 8,862% 110,772

(1) For information on the Company's market risk R§Vroll-forward from December 31, 2014 to March 2015, see “MD&A—Liquidity and Capital
Resources—Regulatory Requirements—Implementatidh f Basel Ill— Regulatory Capital Ratios” in Plartem 2 of the Form 10-Q.

(2) Per regulatory requirements, the daily avexadhe previous 60 business days from the periabieate is utilized in the regulatory capital cadtidn.

(3) Perregulatory requirements, the weekly averddee previous 12 weeks from the period-end dateilized in the regulatory capital calculation.

(4) Amounts include an 8% CRM surcharge computetkutthe standardized approach for positions eligibt CRM. As of the most recent reporting date, th
CRM surcharge related to RWAs was $7,897 millicor. fore information on CRM, see Section 9.1 “Corhpresive Risk Measure” included herein.

(5) Non-securitization specific risk charges cadtedl using regulatory-prescribed risk-weightingdex for certain debt and equity positions. Thespribed risk-
weighting factors are generally based on, amonerdtiings, the Organization for Economic Cooperatind Development’s country risk classificationstfe
relevant home country (in the case of public seatat depository institution debt positions), thenaéning contractual maturity and internal assesssneh
creditworthiness. Additionally, amounts includBa Minimis RWA for positions not captured in theR/anodel.

(6) For information on market risk related to sé@ations, see Section 7.3 “Securitization andeRastization Exposures in the Trading Book” inadcherein.

9.1 Model M ethodology, Assumptions and Exposure M easur es

Regulatory VaR

The Company estimates VaR using an internal modsédb on volatility-adjusted historical simulatiar feneral market
risk factors and Monte Carlo simulation for namesgdfic risk in corporate shares, bonds, loans @tated derivatives. The
model constructs a distribution of hypotheticallylaihanges in the value of trading portfolios basedthe following:
historical observation of daily changes in key nearikidices or other market risk factors; and infation on the sensitivity
of the portfolio values to these market risk faatbanges. The Company’s VaR model uses four yddrstorical data with
a volatility adjustment to reflect current markenditions.

The Company utilizes the same VaR model for riskhagement purposes as well as regulatory capitaliledions. The
portfolio of positions used for the Company’s Vait fisk management purposes (“Management VaR"ediffrom that
used for regulatory capital requirements (“RegulatyaR”), as it contains certain positions that anecluded from
Regulatory VaR. Examples include counterparty ¢redliuation adjustments and loans that are camitethir value and
associated hedges. Additionally, the Company’s Mangnt VaR excludes certain risks contained ifRégulatory VaR,
such as hedges to counterparty exposures relatbd ompany’s own credit spread.

For regulatory capital purposes, Regulatory VaRoputed at a 99% level of confidence over a 10tdag horizon. The
Company’s Management VaR is computed at a 95% lefsebnfidence over a one-day time horizon, whishaiuseful

indicator of possible trading losses resulting fradverse daily market moves. For more informatibous the Company’s
Management VaR model, related statistics and lin@ihitoring process, see “Quantitative and Qualitabisclosures about
Market Risk—Risk Management—Market Risk” in Partltem 7A of the 2014 Form 10-K, and Part I, Iterof3he Form

10-Q.
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The following table presents the period-end, dailgrage, and high and low Regulatory VaR by rigkgary for a 10-day
holding period for the quarter ended March 31, 204dditionally, the daily average Regulatory VaR #&one-day holding
period is shown for comparison. The metrics beloa Galculated over the calendar quarter and thexaf@y not coincide
with the period applied in the regulatory capitalctlations.

99% Regulatory VaR
Quarter Ended March 31, 2015

One-Day
Holding Period 10-Day Holding Period
Daily Daily
Average(1) Period End Average(1) High L ow
(dollarsin millions)
INEEIESE FAte ...oevveeeiieeiiee e $ 36% 126$ 114% 156% 76
Credit spread..........ccccvvvvevveees e eeeeeeeeeeeeeas 52 153 160 174 143
EQUILY PriCE..cooeeeeeieeiieiieeee s 26 113 82 195 64
Foreign exchange rate..........ccccccoeevviiiiccceen, 17 46 54 72 45
CommOdity PriCe ..ot 31 95 99 121 83
Less: Diversification benefit(2)(3)................... (86) (296 (270 N/A N/A
Total Regulatory VaR ............cccovveveesvmmeeeveeenns $ 76% 237% 239% 286% 206

N/A-Not Applicable

(1) The daily average shown is calculated overetht@e quarter. Per regulatory requirements, thiy daerage of the previous 60 business days fieenperiod-
end date is utilized in the regulatory capital akdtion.

(2) Diversification benefit equals the differencetween the total Regulatory VaR and the sum ofctimaponent VaRs. This benefit arises because thelatied
one-day losses for each of the components occdiffenent days; similar diversification benefitsalare taken into account within each component.

(3) The high and low VaR values for the total Regoly VaR and each of the component VaRs might tweeerred on different days during the quarter, and
therefore the diversification benefit is not an laggble measure.

Requlatory Stressed VaR

Regulatory stressed VaR is calculated using theesasthodology and portfolio composition as ReguiaiaR. However,
Regulatory stressed VaR is based on a continuogsyear historical period of significant market steappropriate to the
Company’s portfolio. The Company’s selection of tiie year stressed window is evaluated on an ogdwnis.

The following table presents the period-end, weakigrage, and high and low Regulatory stressedfga® 10-day holding
period for the quarter ended March 31, 2015. Addailly, the weekly average Regulatory stressed ¥@Ra one-day
holding period is shown for comparison. The metbetow are calculated over the calendar quartertaeckfore may not
coincide with the period applied in the regulatoapital calculations.

99% Regulatory Stressed VaR
Quarter Ended March 31, 2015

One-Day
Holding Period 10-Day Holding Period
Weekly Weekly
Average(1) Period End Average(1) High L ow
(dollarsin millions)
Total Regulatory stressed VaR....................... $ 304% 894% 860% 1,068% 768

(1) The weekly average shown is calculated overetfitire quarter. Per regulatory requirementsytbekly average of the previous 12 weeks from thegend
date is utilized in the regulatory capital calcidat

Incremental Risk Charge

The Incremental Risk Charge (“IRC") is an estimafedefault and migration risk of unsecuritized dgtquroducts in the

trading book. The IRC also captures recovery résid assumes that average recoveries are lower défenlt rates are
higher. A Monte Carlo simulation-based model isduge calculate the IRC at a 99.9% level of confieenver a one-year
time horizon. A constant level of risk assumptignimposed which ensures that all positions in tR€ Iportfolio are

evaluated over the full one-year time horizon.
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The IRC model differentiates the underlying tradlestiruments by liquidity horizons, with the minimdiguidity horizon set
to 3 months. Lower rated issuers receive longeridity horizons of between 6 and 12 months. In &oldito the ratings-
based liquidity horizon, the Company also appliggidlity horizon penalties to positions that arehed concentrated.

The following table presents the period-end, weeklgrage, and high and low IRC for the quarter dridarch 31, 2015.
The metrics below are calculated over the calendarter and therefore may not coincide with thégaeapplied in the
regulatory capital calculations.

Quarter Ended March 31, 2015

Weekly
Period End Average(1) High Low
(dollarsin millions)
Total Incremental Risk Charge ............oeeeecmvvieiciiee e $ 565% 775% 965% 565

(1) The weekly average shown is calculated overetfitire quarter. Per regulatory requirementswbekly average of the previous 12 weeks from thegend
date is utilized in the regulatory capital calcidat

Comprehensive Risk Measure

Comprehensive Risk Measure (“CRM”) is an estimdteigk in the correlation trading portfolio, takingto account credit
spread, correlation, basis, recovery and defagksriA Monte Carlo simulation-based model is ugedaiculate the CRM at
a 99.9% level of confidence over a one-year tintizba, applying the constant level of risk assuimpti

All positions in the CRM portfolio are given a ligity horizon of 6 months.

Positions eligible for CRM are also subject to & &apital surcharge, which is reflected in “Compmesive risk measure”
in the “Components of measure for market risk amdket risk RWASs” table in Section 9 herein.

Correlation Trading Positions

A correlation trading position is a securitizatipasition for which all or substantially all of thalue of the underlying
exposure is based on the credit quality of a simglmpany for which a two-way market exists, or @ammonly traded
indices based on such exposures for which a twoiwagket exists on the indices. Hedges of correiatiading positions
are also considered correlation trading positidfar. the quarter ended March 31, 2015, the Compaagigegate CRM
eligible correlation trading positions had a Netrka Valué of $3,330 million, which is comprised of net longarket

values of $1,810 million and net short market valog$1,520 million. The net long and net shortkearvalues are inclusive
of netting permitted under U.S. Basel Ill.

The following table presents the period-end, weekigrage, and high and low CRM for the quarter dridarch 31, 2015.
The metrics below are calculated over the calendarter and therefore may not coincide with thégaeapplied in the
regulatory capital calculations.

Quarter Ended March 31, 2015

Weekly
Period End Average(1) High(2) L ow(2)
(dollarsin millions)
Comprehensive Risk Measure Modeled..........ommmeeeeiimnne.. $ 214% 193% 214% 166
Comprehensive Risk Measure Surcharge ......cceceeeoooeeeeeenes 632 636 651 617
Total Comprehensive Risk MeasUre ..........cccceeeeeeeiimreeeeeenn, $ 846% 829% 851% 798

(1) The weekly average shown is calculated oveetitee quarter. Per regulatory requirements, thekly average of the previous 12 weeks from theogend
date is utilized in the regulatory capital calcidat

(2) The high and low measures for the modeled antharge measures are evaluated independentlya résult, the high and low measures can occur feeretit
reporting dates and may not be additive to the thtarge.

2 Net Market Value represents the fair value fohdastruments and the replacement value for dévizatstruments.
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9.2 Model Limitations

The Company uses VaR and Stressed VaR as companemntsinge of risk management tools. Among theirdfits, VaR

models permit estimation of a portfolio’s aggregatarket risk exposure, incorporating a range ofeeamarket risks and
portfolio assets. However, VaR has various limitas, which include, but are not limited to: usehadtorical changes in
market risk factors, which may not be accurate iptets of future market conditions, and may notyfihcorporate the risk
of extreme market events that are outsized relativebserved historical market behavior or reftet historical distribution
of results beyond the 99% confidence interval; @pbrting of losses over a defined time horizoniclidoes not reflect the
risk of positions that cannot be liquidated or hetigver that defined horizon.

The Company also uses IRC and CRM models to meadefimult and migration risk of credit spread andreation
products in the trading book. Among their benefit®ese models permit estimation of a portfolio’gregate exposure to
default and migration risk, incorporating a randenarket risk factors in a period of financial stse However, the IRC and
CRM models have various limitations, which incluteit are not limited to: use of historical defardtes, credit spread
movements, correlation and recovery rates, whick ne be accurate predictors of future credit esinents, and may not
fully incorporate the risk of extreme credit evetitat are outsized relative to observed historiztiavior or reflect the
historical distribution of results beyond the 99.8&tfidence interval.

Regulatory VaR, Regulatory stressed VaR, IRC andQRimbers are not readily comparable across firesabse of
differences in the firms’ portfolios, modeling assations and methodologies. In IRC and CRM, thos$tei@dinces may be
particularly pronounced because of the long riskzom measured by these models as well as thecdliffi in performing

backtesting. These differences can result in naterdifferent numbers across firms for similar ffolios. As a result, the
model-based numbers tend to be more useful wherpigted as indicators of trends in a firm's riskfite rather than as an
absolute measure of risk to be compared across.firm

9.3 M odel Validation

The Company validates its Regulatory VaR model, URggry stressed VaR model, IRC model and CRM maxteln
ongoing basis. The Company’s model validation pgsds independent of the internal models’ develagmmplementation
and operation. The validation process includes,ranaiher things, an evaluation of the conceptuahdoess of the internal
models.

The Company’s Regulatory VaR model, Regulatoryssed VaR model, IRC model and CRM model have adinbe
approved for use by the Company’s regulators.

94 Regulatory VaR Backtesting

One method of evaluating the reasonableness ofCtmapany’s VaR model as a measure of the Compamnytenpal
volatility of net revenue is to compare the VaRhatthe hypothetical buy-and-hold trading revenuesuising no intra-day
trading, for a 99%/one-day VaR, the expected nurobé&imes that trading losses should exceed Vakhduhe year is two
to three times, and, in general, if trading lossese to exceed VaR more than ten times in a ybaratiequacy of the VaR
model would be questioned. For days where losseseeixthe VaR statistic, the Company examines tiverdrof trading
losses to evaluate the VaR model’s accuracy relativealized trading results.

The Company regularly conducts a comparison o¥#R-based estimates with buy-and-hold gains ore®&xperienced
(“backtesting”). The buy-and-hold gains or lossesdefined in the U.S. Basel Il as profits or Es®n covered positions, as
defined in Section 9.5 below, excluding fees, coasioins, reserves, net interest income and intradaing. The buy-and-
hold gains or losses utilized for Regulatory VaRkiesting differs from the daily net trading revenas disclosed in
“Quantitative and Qualitative Disclosures about kédrRisk—Market Risk” in Part I, Item 3 of the Fort®-Q. The
Company had no Regulatory VaR backtesting exceptioming the quarter ended March 31, 2015.
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9.5 Covered Positions

During the quarter ended March 31, 2015, the Comaidl exposures to a wide range of interest ratesljt spread, equity
prices, foreign exchange rates and commodity pricasd the associated implied volatilities and spsearcklated to the
global markets in which it conducts its tradingities. For more information about such exposuseg “Quantitative and
Qualitative Disclosures about Market Risk—Risk Mgament—Market Risk—Sales and Trading and RelateiVifies” in
Part 11, Item 7A of the 2014 Form 10-K.

Under U.S. Basel Ill, covered positions includeling assets or liabilities held by the Companytifa purpose of short-term
resale or with the intent of benefiting from actaakxpected price movements related to its mariadting activities, as well
as, foreign exchange and commodity exposure ohiceltanking book assets. CVA is not a covered posiinder U.S.

Basel Il and as a result, hedges to the non-covEMA are themselves not eligible to be coveredtjprs.

The Company manages its covered positions by enmgagy variety of risk mitigation strategies. Theseategies include
diversification of risk exposures and hedging. Hedgactivities consist of the purchase or sale o$itions in related
securities and financial instruments, includingasiety of derivative productseg., futures, forwards, swaps and options).
Hedging activities may not always provide effectiagigation against trading losses due to diffeemnin the terms, specific
characteristics or other basis risks that may éestveen the hedge instrument and the risk expdbates being hedged.
The Company manages the market risk associateditsitinading activities on a Company-wide basis,aoworld-wide
trading division level and on an individual prodbetsis. The Company manages and monitors its meskeéxposures in
such a way as to maintain a portfolio that the Camypbelieves is well-diversified in the aggregaiéhwespect to market
risk factors and that reflects the Company’s agategsk tolerance as established by the Compa=yi®r management.

Valuation Policies, Procedures, and Methodologie<Ciovered Positions

For more information on the Company’s valuationigies, procedures, and methodologies for covereditipns (trading
assets and trading liabilities), see Note 2 (Sigaift Accounting Policies) and Note 4 (Fair Valuesdlbsures) to the
consolidated financial statements in Part II, I@wof the 2014 Form 10-K.

9.6 Stress Testing of Covered Positions

The Company stress tests the market risk of item@m positions at a frequency appropriate to eactigtio and in no case
less frequently than quarterly. The stress teske fato account concentration risk, illiquidity wrdstressed market
conditions and other risks arising from the Compainading activities.

In addition, the Company utilizes a proprietary rmmic stress testing methodology that comprehelysimeasures the
Company’s market and credit risk. The methodologgyutates many stress scenarios based on more thaye&@s of
historical data and attempts to capture the diffeliquidities of various types of general and sfiecisks. Event and default
risks for relevant credit portfolios are also captl

Furthermore, as part of the Federal Reserve’'s di@maprehensive Capital Analysis and Review, commoaferred to as
“CCAR,” the Company is required to perform annugpital stress testing under scenarios prescribaéfFederal Reserve.
The stress testing results are submitted to theerigédReserve and a summary of the results undesékierely adverse
economic scenario is publicly disclosed. For maferimation on the Company'’s stress testing, see &AB-Liquidity and
Capital Resources—Regulatory Requirements” in Pditem 7 of the 2014 Form 10-K and Part I, lterofzhe Form 10-Q.
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10 Operational Risk

Operational risk refers to the risk of loss resgtfrom inadequate or failed processes, peoplesgsigms or from external
events €.g., fraud; theft, legal, regulatory and complianceksi or damage to physical assets). The Companyincay
operational risk across the full scope of its bestactivities, including revenue-generating aitisie.g., sales and trading)
and support and control groups.g, information technology and trade processing). Bofurther discussion of the
Company’s operational risk, see “Quantitative andal@ative Disclosures about Market Risk—Risk Magagnt—
Operational Risk” in Part Il, Item 7A of the 2014ri 10-K.

As an advanced approach banking organization, thp@ny is required to compute operational risk RWAfg an
advanced measurement approach. The Company hatiststd an operational risk framework to identifygasure, monitor
and control risk across the Company. Effective apenal risk management is essential to reduciegrtipact of operational
risk incidents and mitigating legal, and regulatasks. The framework is continually evolving tocaant for changes in the
Company and to respond to the changing regulatoedybaisiness environment. The Company has implemengerational
risk data and assessment systems to monitor argzanaternal and external operational risk evetisassess business
environment and internal control factors and tdqren scenario analysis. The collected data elenanetsncorporated in the
Company'’s operational risk capital model. The magtedompasses both quantitative and qualitative esiésn Internal loss
data and scenario analysis results are direct snputthe capital models, while external operationsk incidents and
business environment internal control factors aduated as part of the scenario analysis proddss.Company performs
an ongoing review, update, oversight and validatibits advanced measurement approach framework.

The Company uses the Loss Distribution Approacmaadel operational risk exposures. In this approbuds frequency and
severity distributions are separately modeled amdhined to produce an Aggregate Loss Distributiomasious confidence
levels over a one-year period. This modeling predeperformed separately on each of the unitsesfsure. The results are
aggregated across all units of measure, takingaotount diversification, to determine operatiaglt regulatory capital.

In addition, the Company employs a variety of giskcesses and mitigants to manage its operatitskaerposures. These
include a strong governance framework, a comprebendsk management program and insurance. The @aynp
continually undertakes measures to improve infaasire and mitigate operational risk. The goal loé tCompany’s
operational risk management framework is to idgraifid assess significant operational risks anchsure that appropriate
mitigation actions are undertaken. Operationalsrigkd associated risk exposures are assessetiaatathe risk tolerance
established by the Company’s Board of Directors aredprioritized accordingly. The breadth and raofjeperational risk
are such that the types of mitigating activities wide-ranging. Examples of activities include tlee of legal agreements
and contracts to transfer and/or limit operatiorisk exposures; due diligence; implementation dfiseced policies and
procedures; exception management processing cendnadl segregation of duties.

See “Capital Adequacy” in Section 4 herein for @a@mpany’s operational risk RWAs at March 31, 2015.
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11 Supplementary L everage Ratio

Beginning in 2015, the Company and its U.S. SubsjdiBanks are required to publicly disclose its .UB&sel llI
Supplementary Leverage Ratios (“SLR”), which widldome effective as a capital standard on Janua2@18. In addition
to the SLR, the Company is also subject to a Tiewvé&rage ratio capital standard that is curreintiyffect.

The Tier 1 leverage ratio and SLR are capital messthat are both computed under U.S. Basel lfisitonal rules, with
the primary difference between the two being tihat LR denominator includes off-balance sheet axpss The SLR
denominator is calculated for each reporting pebaded on the average daily balance of consolidatedalance sheet
assets under U.S. GAAP during the calendar qulassrcertain amounts deducted from Tier 1 capttguarter-end. The
SLR denominator also includes the arithmetic mdamanth-end balances during the calendar quarteedin off-balance
sheet exposures associated with derivatives (ingduderivatives that are centrally cleared for miée and sold credit
protection), repo-style transactions and otherbafince sheet items. For more information on thgplementary leverage
ratio, see “MD&A—Liquidity and Capital Resources—gr#atory Requirements—Supplementary Leverage Rati®art |,
Item 2 of the Form 10-Q.

Summary comparison of accounting assets and total supplementary leverage ratio: The following table presents the total
consolidated assets under U.S. GAAP and the topgdlementary leverage exposure.

At
March 31, 2015

(dollarsin millions)

Total CONSOlIAAEA ASSELS(L) ..evvirriierieeeieeieeiiiiitii e r e e e e e e ee e e e e e e e e st sasrr e erereereesammreeeeaeeeaeaeeees, $ 829,099

Total consolidated daily aVerage aSSELS(2)...ccceeiiriiiriuririiiiieiiieieeerieeeeeeeeessmmesreeereerrereaeaeeaeeeen $ 838,727
Adjustment for investments in banking, financiakurance or commercial entities that are
consolidated for accounting purposes but outsidescope of regulatory consolidation............ -
Adjustment for fiduciary assets recognized on bagdasheet but excluded from total leverage

EXPIOSUIE . .tttteeeeesutteeeeeesssttteeeeesaastseeeee s st baeeeaeeaastbseeeaeeansbeeeeeeaanbaeeeeeeeanEaaeeeeeeatbaeeeeennnneeeeeias -
Adjustment for derivative eXPOSUIES(3) ... .ccecaareeeiiiiieaa e e e e e e e e e e neeeeeen 267,050
Adjustment for repo-style tranSACtIONS(3) .. eeeeeerrrrierieeeeeeiiieiie e e e e e 20,071
Adjustment for off-balance sheet EXPOSUIES(3). e vuvrrriiiriiiiiiiiiiiieee e 63,354
(@1 LT To [0y £ =T o £ ) PSSR (11,673)

Total supplementary |eVErage EXPOSUIE. ... .. iaiitittteteeeeeeeee et aaaaaaaeaaaaaaannbaabbsseeeseeeeeeesanan $ 1,177,529

(1) Total consolidated on-balance sheet assets un@eIGAAP.

(2) Computed as the average daily balance of consetidesets under U.S. GAAP during the calendareuart

(3) Computed as the arithmetic mean of the month-elahbes over the calendar quarter.

(4) Amount reflects adjustments to Tier 1 capital, iibhg disallowed goodwill, transitional intangibdssets, certain deferred tax assets, certain fadagguity
investments and other adjustments.
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Supplementary leverage ratio: The following table presents the Company’s Tideverage ratio, as well as the detailed
components of the SLR computation, under U.S. Bisgansitional rules.

At
March 31, 2015

(dollarsin millions)

On-balance-sheet exposures
On-balance sheet assets (excluding on-balance absstts for repo-style transactions and deriva
exposures, but including cash collateral receivedierivative transactions)(1) ........ccccceeeeeeeeerens $ 548,183
Less: Amounts deducted from tier 1 Capital(2)e.......cooeerrriiiiiiiiiiiie e (11,673)
Total on-balance sheet exposures (excluding ombalaheet assets for repo style
transactions and derivatives exposures, but inetudash collateral received in

iN derivative tranSACHIONS) ......cc.ueeeiiitcerree e e e e e e e s e s e s s et r e e e e e e e e e e e s s s e s s nnnnrnee s e e s e e e nnnnnnnes $ 536,510
Derivative disclosures
Replacement cost for derivative exposures (neashoariation margin)(1)........cccccvvvvvvrmmmmemerennn $ 39,864
Add-on amounts for potential future exposure (PIBEHerivatives(3) ......ccccccoeeeeriiiiiiiniiiiieeeee, 193,925
Gross-up for cash collateral posted if deductethftibe on-balance sheet assets, except for casr
variation margin that meets qualifying Criteria(3)..........oooiiiiiiiiiiiiii e 5,481
Less: Deductions of receivable assets for casiation margin posted in derivative
transactions, if included in on-balance SBESBELS ..o -
Less: Exempted CCP leg of client-cleared trai@a®(4) ...........ccoceeumrrmrimmirerreeeeeeeeeesessensenenens -
Effective notional principal amount of sold crepibtection(3) ..........euvvvevirieeeeeiic e 869,070
Less: Effective notional principal amount offsand PFE adjustments for sold credit
[l go ) (=TeuTe] o (S PP PPPPPRRP (801,426)
Total derivatives exposures 306,914
Repo-style transactions
On-balance sheet assets for repo-style transactimisding the gross value of receivables for
reverse repurchase transactions and the valueofises that qualified for sales treatment, and
excluding the value of securities received in aisgcfor-security repo-style transaction where
the securities lender has not sold or re-hypotleglctite securities received(1)..........coooeeveeennenn. $ 321,543
Less: Reduction of the gross value of receivablegeverse repurchase transactions by cash
payables in repurchase transactions undéngetgreements(1) .......ccccoovevveereessimmmmecee e e (70,863)
Counterparty credit risk for all repo-style tranmSBTS(3) .....cceeeiiiiieaariaiii e 20,071
Exposure for repo-style transactions where a banéiganization acts as an agent...................... -
Total repo-Style traNSACHONS ........ceii e ccccmme et e e e e e e e e s s e s e e e e e s s e s e e e nnnns $ 270,751
Other off-balance sheet exposures
Off-balance sheet exposures at gross notional arSBY(D) ..........eveeeeeerieiiiiiaieiiiii e $ 168,120
Less: Adjustments for conversion to credit eglémt amountS(3) .......eeeveeiiiiieeeeiiiiiienins (104,766)
Total off-bDalance SNEEt EXPOSUIES.........commmmmerrreereiriittitteeeetae it iir e reeaaeeeeee e s s s ennaeeeeees $ 63,354
Total supplementary |EVErage EXPOSUIE ... .. e uueririiiriererrerrerteeeeaeatsssasasrenrreeerrrrrrreeeeeeeesesimnnees $ 1,177,529
LT g o= o1 =1 (C) I PP PPUPRRRR 64,746
Supplementary 1€VErage FAtIO(7) ... ... .. ceeaaaeeeeeee ittt et e e e e e e e aaeaeaeaaaanaababbbebee s s e e s seeeeees 5.5%
7.8%

Tier 1 1€VErage ratio(B) ......cccecuueveeers s seeereeteeeeeeereeseeaaeeaassasassassanssnsasseeeeeeesansssansneeeeeaaaaaaaeeaeenn
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(1) Computed as the average the average daily baldmessolidated assets under U.S. GAAP during thendar quarter.

(2) Amount reflects adjustments to Tier 1 capital, iibhg disallowed goodwill, transitional intangibdssets, certain deferred tax assets, certain fadagqguity
investments and other adjustments.

(3) Computed as the arithmetic mean of the month-efahbas over the calendar quarter.

(4) In accordance with U.S. GAAP, the CCP-facing legcliédnt-cleared transactions is not included inbafence sheet asset; therefore, an adjustmenttis no
required under the SLR rules.

(5) Off-balance sheet exposures primary include lendorgmitments, forward starting reverse repurchaseeanents, standby letters of credit and othernded
commitments and guarantees.

(6) Amount represents Tier 1 capital calculated und&: Basel lll transitional rules.

(7) The supplementary leverage ratio equals Tier ltalafmialculated under U.S. Basel Il transitiongles) divided by the total supplementary leverageosure.

(8) The Tier 1 leverage ratio equals Tier 1 capitalc{dated under U.S. Basel Il transitional rulesyidied by the average daily balance of consolidassets
under U.S. GAAP during the calendar quarter, adfuébr disallowed goodwill, transitional intangitdesets, certain deferred tax assets, certaincfaagquity
investments and other adjustments in accordantelhi. Basel Ill rules.
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For the quarterly period ended
March 31, 2015

2014 Quarterly
Annual Report Report Basel 111
Basel 111 Pillar 3 Reguirement  Description on Form 10-K  on Form 10-Q  Pillar 3 Report
(Disclosure starts on page number)
Scope of Application Business 1 1
Regulatory capital framework 107 128 1
Capital Structure Capital instruments ... 110, 232, 26 53, 76, 13 2
Restrictions and other major impediments to transféunds or capital...... 27, 25¢ 2
CaPILAl SITUCTUIE ...t ettt 113 133 2
Capital Adequacy Required capital framework 117 137 2
Credit risk, market risk and operational risk RWa#-forwards. 112 134 3
Risk management objectives, structure and policies..............cccovveeeeenn. 123 4
Credit Risk Credit risk and credit risk management framework............c.coccereeninne 136 146 4
RISK gOVErNANCE StIUCLUIE ......c.c.uviieitcemmm ettt meee e 123 4
Master netting agreements and collateral agreements 209, 23! 36, 5! 6
Guarantees 251 67 6
Reconciliation of changes in allowance for loarsé&s 227 50 6
Credit quality indicator 224 a7 6
Determination of past due or delinqueNnCy StatuS uw........ccoverviieerecrinens 225 48 6
Identification of impaired loans for financial aeoding purposes............... 169 6
General Disclosure for Wholesale  Use of collateral as a credit risk mitigants andsteanetting agreements... 209, 23! 36, 5¢ 10, 11
Counterparty Credit Risk of Derivati \/a|yation approaches 160, 17: 11
Contracts, Repo-Style Transactions ¢yegit derivatives 143, 24! 62, 15 11
and Margin Lending Required capital framework 117 137 12
Additional collateral requirements due to creditmg downgrade... 104 125 12
Credit Risk Mitigation Impact of netting on the Company's credit exposures. 136 146 13
Equities Not Subject to Market Risk Valuation techniques related to iNVEStMENTS....ccc....oovveriviiimec e 160 15
Capital Rule
Securitization Securitization transactions 219 44 16
Accounting and valuation techniques related to sgzation.. 160, 173, 21 39 16
Interest Rate Risk for Non-Trading Interest rate sensitivity analysis on non-tradiotvéties 134 146 20
Activities
Market Risk Management VaR model, related statistics and lnaihitoring process...... 128 139 21
Daily net trading reVENUES ..........ccoouiieaieeeiiieesieee e 134 143 24
Primary market risk exposures and market risk memagt 127 24
Valuation policies, procedures and methodologiesdwvered positions...... 160, 17: 25
SHESS TESHNG ...ttt eee ettt 115 135 25
Operational Risk OPEFALONAI RISK .......cvcvoveieiseee s soemm s eese e ies s esaeeasnesseseneseesenenens 148 26
Supplementary Leverage Ratio Supplementary Leverage Ratio 9 136 27
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