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1 Morgan Stanley

Morgan Stanley is a global financial services fitihat, through its subsidiaries and affiliates, juleg its products and
services to a large and diversified group of cBeantd customers, including corporations, governgdimtancial institutions
and individuals. The Company is a financial holdeognpany regulated by the Board of Governors ofRibderal Reserve
System (the “Federal Reserve”) under the Bank Hgldiompany Act of 1956, as amended. Unless theesgbotherwise
requires, the terms “Morgan Stanley” or the “Comgamean Morgan Stanley (the “Parent”) together withconsolidated
subsidiaries.

2 Risk-based Capital Guidelines: Market Risk

On January 1, 2013, the U.S. banking regulatorslfrules to implement the Basel Committee on Bagl$upervision’s
market risk capital framework amendment, commomferred to as “Basel 2.5,” became effective, whintreased the
capital requirements for securitizations and catreh trading positions within the Company’s traglibook, as well as
incorporated add-ons for stressed Value-at-RislaRYj and incremental risk requirements (“Basel @é&rket risk capital
framework amendment”).

The Company’s market risk capital disclosures doeth in this report are required by Section 12Rik-based Capital
Guidelines: Market Risk, published in the Federal Register (Vol. 77, N@9)lon August 30, 2012. The Company’s market
risk disclosures required by the U.S. Securitied Brchange Commission (the “SEC”) in the Comparyisual Report on
Form 10-K for the year ended December 31, 2012“fbem 10-K”) and the Company’s Quarterly Reportfeorm 10-Q for
the quarter ended June 30, 2013 (the “Form 10-&f)be found atttp://www.morganstanley.com/about/ir/sec_filindmh

Measures of exposures and other metrics discloséioei Company’s Market Risk Capital Disclosures &epconform to

the definitions set out in the Basel 2.5 markdt dapital framework amendment. Some measures afsexps may not be
consistent with accounting principles generallyegded in the United States of America (“U.S. GAAPdhd may not be
comparable with measures reported in the Form I-khe Form 10-Q. The Company’s Market Risk Cafiedclosures

Reports are not required to be, and have not lzeetited by the Company’s independent registeretiqppabcounting firm.
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3 Capital Structure

The Company'’s risk-based capital and risk-weiglasskets (“RWAS”) contained in this report for thewdar ended June 30,
2013 reflect the Basel 2.5 market risk capital fearark amendment. The following table reconciles @wmpany’s total
shareholders’ equity to Tier 1 common capital, Tiecapital, Tier 2 capital and Total allowable ¢apas defined by the
regulations issued by the Federal Reserve andrgsetee Company’s consolidated capital ratios ae R0, 2013.

At June 30, 2013
(dollars in millions)
Allowable capital

CommON ShArENOIAEIS’ EQUILY ...t sttt et e et e e e e e e e e e e e s e e s aaabeebe e et e eeeeeaaasenbasbseeeeeeeaeeans $ 61,673
(TSI € To oo L | PP UPUPUUPN (6,600)
Less: NON-Servicing intangible @SSELS ......ui i ee e eeeeeees (3,594)
LeSS: Net deferred taX ASSELS ... ... it ceeeeaae e e ettt ettt e e e e e e s e e e e e mmr et e e e e e e e aaaaeeaaaeas (3,546)
After-tax debt valuation adjuStMENt.........ccooveiiiiiiii e e 913
(011 1= [0 11 o3 1 o] o <SP (1,243)
BT A oo 0T g To T I o= T 1 - | OO $ 47,603
Qualifying preferred STOCK ... e e e e e e e e e as 1,508
Qualifying restricted core capital EleMENTS o o mmae 7,669
LI L= 0 A = o - $ 56,780
Qualifying subordinated debt and restricted copgtahelemMENtS........ccvvvvveeeiiiiiiiiii s ceeeeree e 3,730
(@11 1T U= 11137/ TaTo JE= U0 18] ) SRR 235
(@15 1T o [To [1 Tox 1o o KT TP (758)
QL= o7 o] - | PSP SRR $ 3,207
Total allowable CapItal.........cccceeieiieeeeer e e e s e $ 59,987
Risk-weighted assets
Y o ] A ] PRSPPI $ 142,966
CrEAIE FISK ettt eet ettt ettt et e e e e e e e e e e e s e e e e e ae b e st e et e e et e e eeeaaeaeeaeeaa e aa e nanmaanteaaaaaeaaaaaaaans 260,459
1 ] = L PSPPI $ 403,425
Capital ratios
Be1 =1 o= o] r= | = L1 [ TP 14.9%
Tier 1 COMMON CAPITAl FALIO ... ..uuuuerreres e eeteeeee e e e e e e e e e eeeeeeeessssss s s ranaaeeeeeeeeeaeeeeeenseneneeereeeaaaaaaeeees 11.8%
QI A o= o] = U = o TR PP 14.1%
LI A oY= T = Vo [ 30 - o S 7.1%
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The table below presents the changes in Tier 1 comeapital, Tier 1 capital and Tier 2 capital fbe tquarter ended June
30, 2013.

Quarter Ended

June 30, 2013
(dollars in millions)
Tier 1 common capital

Balance at March 31, 2013 .........ouuiiieiicecreee e e ettt e e e s sttt e e e e s st ae e e e e e sabtaeeeeesastbaeeeaeesatbaaeeeeeansrareeaeenas $ 46,512
WX o 1 o] g T 1 o=V {o BT T o= o = | PR 272
Net income applicable t0 MOIrgan Star............cciiiiiieeeeeiii e e e e e s s 980
[TV o 1= o PRSP (124)
Morgan Stanley Smith Barney Holdings LLC redemptiatue adjustment.............ccccccvvvvvveeeeeeeenennn, (151)
Change in accumulated other comprehensiVe l0SS........oooiiiiiiiiiiiiiiieee e (475)
NEt ISSUANCE OF ITEASUNY SHl.....uuiiiiiiiiiieiii ettt et e e e e e e e e e e s e e e e ae e b bbb e e e (25)

Net increase in coOMmON ShAreNOIAEIS' (.. .....cuiiiiiiiiieee e $ 477

(@4 =T o = 1o o o o 11| O PPRR 33

Change in non-servicing iNtaNQibIE ASSELS . e vvrrrriiriieeieeiiii s e e e e e e e s 93

Change in Net deferred taX ASSELS ... ... cceererreiieeir i ieete e e e et e s e e s s rrr e e e e e e e e e e e e s e e s e s aemaeeerrereeeaaeaes 292

Change in after-tax debt valuation adjUSTMENt. .. uiiiiieeceeer e (112)

Change IN Other AEAUCTHIONS.......ce ittt e e e e e e e e e e e e e e e e e e e e e e e e e e annns 307

Balance at JUNE 30, 2013 ........uuiiiee i iiieeeeccms sttt ee e e e s ettt e e e e s stbbeeeeeesastaneeaessstbaeeeeeesasbaeeeae et arbreeeeeeannraees $ 47,603

Tier 1 capital

Balance at March 31, 2013 .........oeiiiiiiieeeeee ettt et e e s e e e e st b e e e e e s ab b e e e e e e s e nnrreeeee e $ 56,129

Net INCrease iN TIEr 1 COMMION CAL «..evaeeeeieiiai ittt et et ee e et aaaaeeeaasaaaaanabbbbeebeeeeeeeeaaeaaaaeee s e e e e e 1,091

Change in qualifying restricted core capital leTREN............oooi it (440)

Balance at JUNE 30, 2013 ........uuiiiee it ieeeeccms sttt ee e e e s ettae e e e e s stbbe e e e e e s ssbaaeeaesastbaeeeeesaasbaeeeeeesarbaeeeeeennnraees $ 56,780

Tier 2 capital

Balance at March 31, 2013 .........ueiiiiiieeeeer ettt e e e e st e e e e s st b e e e e e s abbe e e e e e s e b reeeee e $ 2,253

Change in qualifying subordinated debt and resticiore capital elements ..............oooeeeeccimme e 988

Change in other QUalifyiNng @IMOUNLS ......... e eeeei ettt e e e e e e e e e e e aebbbb et e e e e e e eeeenbbeeeeeeeeees 3

Change IN Other AEAUCTHIONS.........iiiiiiiieeee ettt e e e e e e e e e e e e e e e e e e e e e e e e enns (37)

Balance at JUNE 30, 2013 .......ouiiiiee i iiieeeeccme s sitieee e e e s stbae e e e e s stbaeeeeeesastaaeeaesastbaeeeeesaasbaaeeeeesarbreeeeeeannraees $ 3,207

Total allowable CaPItaAL..........oouviiiiie et e e e e e e e nrre e $ 59,987

For further information about the Company’s reguigtcapital requirements, see “Liquidity and CapiResources—
Regulatory Requirements—Capital” in Part |, Itemmf2he Form 10-Q.

4 Market Risk

Market risk refers to the risk that a change inlthel of one or more market prices, rates, india@plied volatilities (the
price volatility of the underlying instrument imgut from option prices), correlations or other marfketors, such as market
liquidity, will result in losses for a position @ortfolio. Generally, the Company incurs markekrés a result of trading,
investing and client facilitation activities, pripally within the Institutional Securities businesegment where the
substantial majority of the Company’s market rigpital is generated. In addition, the Company iaduading-related
market risk within the Wealth Management businesgngent. The Investment Management business segmeunts
principally Non-trading market risk primarily frocapital investments in real estate funds and imvests in private equity
vehicles.
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4.1 Market Risk Capital Charge and RWAs

The table below presents the total market risktahpharge and RWAs under the Basel 2.5 marketaagital framework
amendment categorized by component type.

Quarter Ended
June 30, 2013

Components of Market Risk Capital Charge and RWAs Capital Charge RWAs
(dollars in millions)

REGUIALOIY VAR(L) ...eciuvvieeitiee et e e e st e e e et e e e sntaaeesstaeeesnneasasaeeesmesenbeeeannns $ 850% 10,626
Regulatory Stressed VAR(2) .....ooooo oottt 2,639 32,979
Incremental RiSK Charge(2) .........uuuurririeeeeeeeieeiieeeeeeriereeeeeeessessssssssssreseeeeeeeseaeeeeeeens 1,525 19,066
Comprehensive RiSK MEASUIE(2).........coiieceeeeereeee e e eeemr e e e e e e eeee s 556 6,955
Total Model-based Charges .........ccuvuiiiiiiiiciiiee e e $ 5,570% 69,626
SeCUNLIZAtION CRAIGE......ciiiiiiee et 2,778 34,727
Correlation SUICNAIGE .......oooi it 987 12,342
Other Standardized Charges ..........ooo i cceeceee et a e e 2,102 26,271
Total Standardized CRArgeS ........c.iiuvviieeeecceeictireee e e e s st e e e s st e e e e s stae e e e e s strreeeaeaans $ 5,867% 73,340
TOtal MArKEE RISK .....vviieiiiiis ittt see et e e s e e e e eme e s nneeeeennes $ 11,437% 142,966

(1) Per regulatory requirements, the averageeptlBvious 60 business days from the period eraigattilized in the capital equation.
(2) Per regulatory requirements, the average opteeious 12 weeks from the period end date izatllin the capital equation.

4.2 Model Methodology and Assumptions
Regulatory VaR

The Company estimates VaR using a model based latili#p-adjusted historical simulation for generabrket risk factors
and Monte Carlo simulation for name-specific riskdorporate shares, bonds, loans and related tlegsaThe model
constructs a distribution of hypothetical daily nbas in the value of trading portfolios based am fiillowing: historical
observation of daily changes in key market indioesther market risk factors; and information oe #ensitivity of the
portfolio values to these market risk factor changehe Company’s VaR model uses four years of ticstbdata with a
volatility adjustment to reflect current market diions.

The Company utilizes the same VaR model for batk management purposes as well as regulatory tapltalations. The
portfolio of positions used for the Company’s Maeagnt VaR differs from that used for its RegulatgaR, as it contains
certain positions which are excluded from RegulatgaR, as determined by regulatory capital requéets. Examples
include loans that are fair valued and associatzthés, as well as counterparty credit valuationsidgjents. Additionally,
the Company’s Management VaR excludes certainipasitontained in its Regulatory VaR, such as hedgeounterparty
exposures related to the Company’s own credit sprea

For regulatory capital purposes, Regulatory VaRoisputed at a 99% level of confidence over a 10tdag horizon. The

Company’s Management VaR is computed at a 95% lefebnfidence over a one-day time horizon, whishaiuseful

indicator of possible trading losses resulting fradverse daily market moves. For more informatibaua the Company’s
Management VaR model, related statistics and lmahitoring process, see “Quantitative and Qualitadisclosures about
Market Risk—Risk Management—Market Risk” in Partitém 7A of the Form 10-K and Part I, Item 3 of thorm 10-Q.
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The table below presents the period end, average,amd low Regulatory VaR by risk category forGaday holding period
for the quarter ended June 30, 2013. Additiondhg, average Regulatory VaR for a one-day holdimipges shown for
comparison. The metrics below are calculated okerdalendar quarter and therefore may not coineiile the period
applied in the capital calculations.

Regulatory VaR 99% Regulatory VaR
Quarter Ended June 30, 2013
One-Day
Holding Period 10-Day Holding Period
Average Period End Average High Low
(dollars in millions)

INtEIESt FAtE ..vevieiiieiiiee et $ 41% 99% 129% 179% 99
Credit spread........ccccvvveereeeeee s e ereeeeeeeaeens 56 220 177 227 135
EQUILY PriCe ..t 28 75 87 174 70
Foreign exchange rate..........cccceeeevvvvvvccceeenn, 20 69 63 96 37
CommOodity PriCe ......cooeeeeceiivieeeereeeeeeeeee e 40 145 126 162 99
Less: Diversification benefit(1)(2).................... (96) 277 (300 N/A N/A
Total Regulatory VaR ..........cccccooveeeivimmmeveeeens $ 89% 331% 282% 347% 238

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

(2) N/A-Not Applicable. The high and low VaR values the total Regulatory VaR and each of the congmb VaRs might have occurred on different daysndur
the quarter, and therefore the diversification ffiereenot an applicable measure.

Regulatory Stressed VaR

Regulatory Stressed VaR is calculated using theesasthodology and portfolio composition as Regula¥aR. However,
Regulatory Stressed VaR is based on a continuoesyear historical period of significant market steappropriate to the
Company’s portfolio. The Company’s selection of tme year stressed window is evaluated on an ogdizsis.

The table below presents the period end, average,amd low Regulatory Stressed VaR for a 10-ddglihg period for the
quarter ended June 30, 2013. Additionally, the ayerRegulatory Stressed VaR for a one-day holdangpg is shown for
comparison. The metrics below are calculated okerdalendar quarter and therefore may not coineitle the period
applied in the capital calculations.

Regulatory Stressed VaR 99% Regulatory Stressed VaR
Quarter Ended June 30, 2013
One-Day
Holding Period 10-Day Holding Period
Average Period End Average High Low
(dollars in millions)
Total Regulatory Stressed VaR....................... $ 274% 1,176% 866% 1,288% 578

Incremental Risk Charge

The Incremental Risk Charge (“IRC”) is an estimafedefault and migration risk of unsecuritized dtquroducts in the
trading book. The IRC model also captures recovisky and assumes that average recoveries are lotven default rates
are higher. The IRC is calculated at a 99.9% |l@fetonfidence over a one-year time horizon. A canstevel of risk
assumption is imposed and ensures that all positiothe IRC portfolio are evaluated over the éulke-year time horizon.

The IRC model differentiates the underlying tradteiruments by liquidity horizons, with the minimuiguidity 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 appligsidlity horizon penalties to positions that areed concentrated.
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The table below presents the period end, averagke,amd low IRC for the quarter ended June 30, 20h& metrics below
are calculated over the calendar quarter and therehay not coincide with the period applied in ¢hgital calculations.

Incremental Risk Charge
Quarter Ended June 30, 2013

Period End Average High Low
(dollars in millions)
Total Incremental Risk Charge ............cooeeeeeeeeeviveeee e, $ 1,421% 1,527% 1,672% 1,379

Comprehensive Risk Measure

The Comprehensive Risk Measure (“CRM”) is an edtima risk in the correlation trading portfolio kiag into account
credit spread, correlation, basis, recovery anduwefisks. The CRM is calculated to a 99.9% lexfetonfidence over a one-
year time horizon, applying the constant levelisit assumption.

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

Positions eligible for CRM are also subject to & Gapital surcharge, which is referred to as therf€lation Surcharge” in
the Components of Market Risk Capital Charge andARWéble in Section 4.1.

The table below presents the period end, averagle,amd low CRM for the quarter ended June 30, 2Uh& metrics below
are calculated over the calendar quarter and therehay not coincide with the period applied in ¢hgital calculations.

Comprehensive Risk Measure
Quarter Ended June 30, 2013

Period End Average High Low
(dollars in millions)
Total Comprehensive Risk MEASUIE ..........ccceceeeveeeimeeeeinnnss $ 362% 562% 718% 362

4.3 Model Limitations

The Company uses VaR and Stressed VaR as companentsnge of risk management tools. Among themdiits, VaR

models permit estimation of a portfolio’s aggregatarket risk exposure, incorporating a range ofecamarket risks and
portfolio assets. However, VaR has various limitasi which include, but are not limited to: usehgdtorical changes in
market risk factors, which may not be accurate iptets of future market conditions, and may notyfithcorporate the risk
of extreme market events that are outsized reléivebserved historical market behavior or reftbet historical distribution
of results beyond the 99% confidence interval; smbrting of losses over a defined time horizoniciioes not reflect the
risk of positions that cannot be liquidated or hestigver that defined horizon.

The Company also uses IRC and CRM models to medsfiaelt and migration risk of credit spread andeation products

in the trading book. Among their benefits, thesedaie permit estimation of a portfolio’s aggregatpasure to default and
migration risk, incorporating a range of markekrfactors in a period of financial stress. Howewite IRC and CRM

models have various limitations, which include, lare not limited to: use of historical default stecredit spread
movements, correlation, and recovery rates, whial not be accurate predictors of future credit emrents, and may not
fully incorporate the risk of extreme credit evettiat are outsized relative to observed historimtiavior or reflect the
historical distribution of results beyond the 99.88ffidence interval.

Regulatory VaR, Regulatory Stressed VaR, IRC andMQRimbers are not readily comparable across firesabse of
differences in the firms’ portfolios, modeling asgutions and methodologies. In IRC and CRM, thos$terdinces may be
particularly pronounced because of the long riskzem measured by those models as well as thecdiffi in performing

backtesting. These differences can result in matgrilifferent numbers across firms for similar fiolios. As a result, the
model-based numbers tend to be more useful wherpietted as indicators of trends in a firm's risffie rather than as an
absolute measure of risk to be compared across.firm
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4.4 Regulatory Approval of the Company’s Models

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

4.5 Regulatory VaR Validation

One method of evaluating the reasonableness ofCtapany’s VaR model as a measure of the Compamytenpal
volatility of net revenue is to compare the VaRhatlhe hypothetical buy-and-hold trading revenuesuising no intra-day
trading, for a 99%/one-day VaR, the expected nurlbémes 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 ybaratlequacy of the VaR
model could be questioned. For days where losseseelxthe VaR statistic, the Company examines thverdrof trading
losses to evaluate the VaR model's accuracy reldtivealized trading results.

The Company regularly conducts a comparison o¥/aR-based estimates with buy-and-hold gains orekexperienced
(“backtesting”). The buy-and-hold gains or losd&fined in the Basel 2.5 market risk capital framewamendment as
profits or losses on covered positions, as defineSection 4.6 below, excluding fees, commissigrserves, net interest
income, and intraday trading. The buy-and-hold gainlosses utilized for Regulatory backtestinded#f from the daily net
trading revenue as disclosed in the Form 10-Q. Cbmpany had no backtesting exceptions during tlaeteuended June
30, 2013.

4.6 Covered Positions

Composition of Trading Book: During the quarter ended June 30, 2013, the Coynpad exposures to a wide range of
interest rates, credit spread, equity prices, foreéxchange rates and commodity prices—and theciassd implied
volatilities and spreads—related to the global ratgkn which it conducts its trading activities.rFore information about
such exposures, see “Quantitative and QualitatigelBsures about Market Risk—Risk Management—MaRisk—Sales
and Trading and Related Activities” in Part Il,rit& A of the Form 10-K.

Covered positions include trading assets or lisédiheld by the Company for the purpose of stemitresale or with the
intent of benefiting from actual or expected pninevements related to its market-making activitlasaddition to positions
deemed a trading asset or liability, the foreigohenge and commodity exposure of certain bankinak lassets are also
considered covered positions under the FederalrReseBasel 2.5 market risk capital framework anreadt.

The Company manages its covered positions by enmgcy variety of risk mitigation strategies. Thesmtegies include
diversification of risk exposures and hedging. Hedgactivities consist of the purchase or sale o$ifions in related
securities and financial instruments, includingaaiety of derivative producteg., futures, forwards, swaps and options).
Hedging activities may not always provide effectim@gigation against trading losses due to diffeemnim the terms, specific
characteristics or other basis risks that may eéésiveen the hedge instrument and the risk expdbates being hedged.
The Company manages the market risk associated itsitttading activities on a Company-wide basis, aomorldwide
trading division level and on an individual prodietsis. The Company manages and monitors its meskeexposures in
such a way as to maintain a portfolio that the Camypbelieves is well-diversified in the aggregaithwespect to market
risk factors and that reflects the Company’s agategsk tolerance as established by the Compamyior management.

Valuation Policies, Procedures, and Methodologiesof Covered Positions: For more information on the Company’s
valuation policies, procedures, and methodologiescbvered positions (trading assets and tradimgjliiies), see Notes 2
(Significant Accounting Policies) and 4 (Fair ValDésclosures) to the consolidated financial statesén the Form 10-K
and Note 4 (Fair Value Disclosures) to the condegrsssolidated financial statements in the Forn@Q10-
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5 Correlation Trading Positions and SecuritizationExposures in the Trading Book

A correlation trading position is a securitizatiposition for which all or substantially all of thelue of the underlying
exposure is based on the credit quality of a simglepany for which a two-way market exists, or @ammonly traded
indices based on such exposures for which a twoiwansket exists on the indices. Hedges of correlatiading positions
are also considered correlation trading positiokisJune 30, 2013, the Company’s aggregate CRM kdéigcorrelation
trading positions had a Net Market Value $2,554 million, which is comprised of net lontarket values of $263 million
and net short market values of $2,291 million. Tle¢ long and net short market values are inclusiveetting permitted
under the Basel 2.5 market risk capital framewaneadment.

The Company also engages in securitization ad#itelated to commercial and residential mortgagad, corporate bonds
and loans, municipal bonds and other types of firdnnstruments. The following table presents Het Market Value of
the Company’s aggregate on-balance sheet and laffid® sheet securitization positions by exposupe,tynclusive of
hedges, in the trading book:

At June 30, 2013

Exposures Net Market Value(1)
(dollars in millions)
ReSIAENTIAl MOMGAGES .. e e eiiiiiieie ettt e e e e ettt e ettt ettt e e e e e aaaaaaaaaaaaas $ 4,443
COMMETCIAl MOMGAGES .eeiiiiiiiieeeei et s oottt ettt e et aaaaaaeaaeaaasnnbbsb e e e e e eesaaaannnnnnrnnes 2,306
(0] oTo] r= 11= R0 (=1 o] [ 024 F PP PPUUPPURT R 858
Asset-backed securitizations and OtNET ... . eeveviiiiie e e oo 1,337
o) - | PR URUPPPPRRPPPON $ 8,944

(1) Net Market Value represents the fair valuecfash instruments and the replacement value fovateré instruments.
(2) Includes correlation trading positions that moé CRM eligible.

For general information on the Company’s secutiitire activities, see “Securitization Activities” iNote 7 (Variable
Interest Entities and Securitization Activities)th@ consolidated financial statements in the FboAK.

! Net Market Value represents the fair value fohdastruments and the replacement value for dévivanstruments.
8
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Index of Risk and Capital Disclosures

The Company’s market risk capital disclosures doeth in this report are required by Section 12Rik-based Capital
Guidelines: Market Risk, published in the Federal Register (Vol. 77, N@9)lon August 30, 2012. The Company's market
risk disclosures required by the SEC in the Form-Kl0and the Form 10-Q can be found at
http://www.morganstanley.com/about/ir/sec_filindmh

Measures of exposures and other metrics discloséioei Company’s Market Risk Capital Disclosures &epconform to

the definitions set out in the Basel 2.5 markdt dapital framework amendment. Some measures afsexps may not be
consistent with the U.S. GAAP, and may not be cawrdpla with measures reported in the Form 10-K erRbrm 10-Q. The
Company’'s Market Risk Capital Disclosures Reports r@ot required to be, and have not been, audiethd Company’s

independent registered public accounting firm.

The table below presents an index of the Compatigksand capital disclosures in Annual Report o226 Form 10-K, the
Form 10-Q and Market Risk Capital Disclosures Refamrthe quarterly period ended June 30, 2013.

For the quarterly period ended
June 30, 2013
Market Risk

Annual Report Quarterly Capital
on 2012's Report Disclosures
Form 10-K on Form 10-Q Report

(Disclosure starts on page number)
Risk Factors

Liguidity @and FUNING RISK ......ciuiiriiieieieieese ettt sttt b e e e nb st e 20

Market Risk 21

Credit Rik ............ 24

OPEFALONAI RISK.......eieiititii e ettt ettt ettt e e e et e e e e e e e e e e e e ek bbe e e e e e asae e e asbbeeeeeaanbebeeeeaannbsennnres 24

Legal, Regulatory and ComplianCe RiSK..........uueeiiuiiieeeiiiiesiiieeeeessiereeeesseeeessreeesesssenaeeeesnnneneneenes 25

Risk Management...........ccoeeeeeiniiienennnns 28

Competitive Environment... 29

International RisK........cccoveinirnnenne. 29

Acquisition and JOINt VENTUrE RISK .......ccuciriirieirieieie ettt ebe e 30

Management's Discussion and Analysis of Financialdhdition and Results of Operations

Other Matters
REQUIALONY OULIOOK ......eeeiiiiiiiiiiee e ceeee ettt ettt e e ettt e e et e e e e eme st be e e e e e ennneeeeaannes 86 130

Liquidity and Capital Resources
The BalANCe SNEEL........ooiiiiiiiie ettt 91 136
Liquidity Risk Management Framework . 94 138
Funding Management.................... 97 140
Credit Ratings 99 142
Capital MANAGEMENT.........coiuiiiiiii ittt emmeee ettt sttt e e ste e s b e e e et e eneen 100 143
Capital Covenants.............. 101 145
Regulatory Requirements 101 145
Off-Balance Sheet Arrangements with Unconsolid&Rtities.............ccccveeveviiieeccciieee e, 107 150
Commitments and Contractual OblIgatioNS ......ccceviiiiiiiiiiii e e 108 150
Effects of Inflation and Changes in Foreign EXCRaRBES ..........cccovvvviveiiiiceeereeec e 110 150

Quantitative and Qualitative Disclosures about Marlet Risk

RISK IMBNAGEMENT ...ttt ettt b e b e b s e et b e s e e Rt b e s e e b e b e b e se et e b e sbeae b e sens e s ebeneenis 111
OVEIVIEW ..ttt ettt et e et e e e 111
Risk Governance Structure ... 111
Stress Value-at-RiSK .......coooiiiiii e 113
Risk Management Process 113

Market RiSK .....cocevevereeiriieeceeee e 113 152 3
Sales and Trading and Related Activities .. 114

Non-Trading RiSKS ........cevveiiiiiiiee i 122 158
(0= To]1 = LS {013 11 = PP OTROP PO PPPPPRTOPRP
Market Risk Capital Charge and RWAS ... eeieaiiiiiieeaiiiiee e e e sseeemsseee e e s sisneeeesanes
Model Methodology and ASSUMPLIONS ..........oeeeariireeriie ettt
Model LIimitations ..........ccccceevvrreeeer o
Regulatory Approval of the Company's Models
Regulatory VaR Validation ............ccuuiiieeeroreeiiiieeie s esiieee e e s siereee e s sstaeeessssneeeeesssnsreaeeessnssseneens
COVEIEU POSITIONS ...ttt eeeeee ettt et n e e
Correlation Trading Positions and Securitizatiop&sures in the Trading BooK................ccceee.
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MORGAN STANLEY
Market Risk Capital Disclosures Report
For the Quarterly Period Ended June 30, 2013

For the quarterly period ended
June 30, 2013

Market Risk

Annual Report Quarterly Capital
on 2012's Report Disclosures
Form 10-K on Form 10-Q Report
(Disclosure starts on page number)
CIEAIT RISK ...ttt 124 159
Monitoring and Control . 124
Lending Activities ............cccuee.... 125 159
Credit Exposure—Derivatives... 129 162
Country RISK EXPOSUIE .......coouuiieiieiiiieeeeiiee ettt 130 163
Industry Exposure—Corporate Lending and OTC DeireaProducts .. 134 166
OPEFALONAI RISK.......eiiiiiiitii ettt ettt e e e e e e et e e e e e bt e e e e e e asbbe e e e e e asae e e asbbeeeeeaanbebeeeesannbnennnres 134
Legal, Regulatory and ComplianCe RiSK.......ccceiuririeerieisieisesieeseeseetesee e sesessesaese s sessesaesessesessessesesenss 136
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