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BASE PROSPECTUS DATED 18 JULY 2019

Morgan Stanley

as issuer and guarantor of the Notes issued by Morgan Stanley B.V.
(incorporated under the laws of the State of Delaware in the United States of America)

MORGAN STANLEY & CO. INTERNATIONAL plc
as issuer
(incorporated with limited liability in England and Wales)

MORGAN STANLEY B.V.
as issuer
(incorporated with limited liability in The Netherlands)

€2,000,000,000
FRENCH LAW PROGRAMME FOR THE ISSUANCE OF NOTES

Under this €2,000,000,000 Programme for the issuance of notes (the Programme) described in this base prospectus (the Base Prospectus),
Morgan Stanley (Morgan Stanley), Morgan Stanley & Co. International plc (MSIP or MSI plc) and Morgan Stanley B.V. (MSBV and,
together with Morgan Stanley and MSIP, the Issuers and each, an Issuer) may offer from time to time Notes (the Notes) denominated in
any currency agreed by the relevant Issuer and the Distribution Agent (as defined below). Notes issued by Morgan Stanley B.V. will not
be offered to the public in France.

References herein to "this Base Prospectus” shall, where applicable, be deemed to be references to this Base Prospectus as supplemented or
amended from time to time. To the extent not set forth in this Base Prospectus, the specific terms of any Notes will be included in the
appropriate Final Terms.

The payment of all amounts due in respect of Notes issued by MSBYV will be unconditionally and irrevocably guaranteed by Morgan Stanley
in its capacity as guarantor (the Guarantor) pursuant to a guarantee dated as of 12 January 2017 (the Guarantee). Payment of amounts due
in respect of Notes issued by MSIP will not be guaranteed by Morgan Stanley.

Morgan Stanley and MSBV are offering the Notes on a continuing basis through MSIP (which may act in whole or in part through an
affiliate thereof) (the Distribution Agent), who has agreed to use reasonable efforts to solicit, directly or through an affiliate, offers to
subscribe or to purchase the Notes. Morgan Stanley and MSBV may also sell Notes to the Distribution Agent as principal for its own
account at a price to be agreed upon at the time of sale. The Distribution Agent may resell, directly or through an affiliate, any Notes it
purchases as principal at prevailing market prices, or at other prices, as it determines. Morgan Stanley and MSBV or the Distribution Agent
may reject any offer to subscribe or to purchase Notes, in whole or in part. MSIP (including acting through its affiliates) will act as
distributor and offeror of the Notes issued by it. The Issuers may appoint from time to time additional distribution agents (ei ther in relation
to the Programme generally or in relation to a particular Series of Notes). See "Subscription and Sale™ below.

Application has been made to the Autorité des marchés financiers (the AMF) in France for approval of this Base Prospectus in its capacity
as competent authority pursuant to Article 212-2 of its Reglement Général which implements the Directive 2003/71/EC of 4 November
2003, as amended or superseded (the Prospectus Directive) on the prospectus to be published when securities are offered to the public or
admitted to trading on a regulated market under French law. Upon such approval, application may be made for Notes issued under the
Programme during a period of 12 months from the date of this Base Prospectus to be listed and/or admitted to trading on Euronext Paris or
on any other regulated market in the European Union (each such regulated market, a Regulated Market). Euronext Paris is a regulated
market for the purposes of the Markets in Financial Instruments Directive 2014/65/EU as amended. References in this Base Prospectus to
securities being "listed" (and all related references) shall mean that such securities have been admitted to trading on the regulated market
Euronext Paris, on the regulated market or on the EuroMTF Market of the Luxembourg Stock Exchange, displayed on the Luxembourg
Stock Exchange Securities Official List (LuxSE SOL) (without admission to trading) or listed and admitted to trading on any other stock
exchange(s) as may be specified in the applicable Final Terms. Each Issuer may also issue unlisted Notes. The relevant final terms (the
Final Terms) (a form of which is contained herein) in respect of the issue of any Notes will specify whether or not such Notes will be
admitted to trading on Euronext Paris, on the regulated market or on the EuroMTF Market of the Luxembourg Stock Exchange, displayed
on the LUxSE SOL (without admission to trading) or listed and admitted to trading on any other stock exchange(s). This Base Prospectus
and any supplement thereto will be published on the website of (a) the AMF (www.amffrance.org) and (b) the Issuers
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((http://sp.morganstanley.com/EU/Documents) and copies may be obtained at the registered offices of the Issuers and at the specified offices
of the Paying Agents.

This Base Prospectus includes details of the long-term and short-term credit ratings assigned to (i) Morgan Stanley by DBRS, Inc. (DBRS),
Fitch Ratings, Inc. (Fitch), Moody's Investors Service, Inc. (Moody's), Ratings and Investment Information, Inc. (R&I) and Standard &
Poor's Financial Services LLC through its business unit Standard & Poor's Global Ratings (S&P) and (ii) MSIP by Moody's and S&P.
MSBYV is not rated.

As of the date of this Base Prospectus, Morgan Stanley's short-term and long-term debt has been respectively rated (i) R-1 (middle) and A
(high), with a stable outlook, by DBRS, (ii) F1 and A, with a stable outlook, by Fitch, (iii) P-2 and A3, with a stable outlook, by Moody's,
(iv) a-1 and A-, with a positive outlook, by R&I and (v) A-2 and BBB+-, with a stable outlook, by S&P.

As of the date of this Base Prospectus, MSIP's short-term and long-term debt has been respectively rated (i) P-1 and Al, with a stable
outlook, by Moody's and (ii) A-1 and A+, with a stable outlook, by S&P.

Notes issued under the Programme may be rated or unrated. Therating of Notes, if any, will be disclosed in the Final Terms. A rating is not
a recommendation to buy, sell or hold securities and may be subject to suspension, change or withdrawal at any time by the assigning credit
rating agency.

Notes will be issued outside the United States in dematerialised form, either in bearer dematerialised form (au porteur) or registered
dematerialised form (au nominatif).

Notes will be issued in such denominations as may be specified in the applicable Final Terms save that the minimum denomination at the
issue date of each Note admitted to trading on a regulated market within the EEA or offered to the public in a Member State of the EEA will
be €1,000 (or the equivalent amount in the specified currency). The aggregate principal amount of Notes outstanding issued under the
Programme shall not at any time exceed €2,000,000,000.

The Notes will be governed by French law and the Guarantee will be governed by New York law.
This Base Prospectus replaces and supersedes the Base Prospectus in relation to the Programme dated 7 December 2018.
The language of this Base Prospectus is French.

Investing in the Notes involves risks. See "Risk Factors" below.

Distribution Agent

Morgan Stanley & Co. International plc



PRINPs/IMPORTANT — EEA RETAIL INVESTORS

If the Final Terms in respect of any Notes includes a legend entitled "Prohibition of Sales to EEA
Retail Investors”, the Notes are not intended to be offered, sold or otherwise made available to and
should not be offered, sold or otherwise made available to any retail investor in the European
Economic Area (the EEA). For these purposes, a retail investor means a person who is one (or more)
of:

(A)  aretail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU, as amended
(MiFID 11);

(B) a customer within the meaning of Directive 2016/97/EU, as amended (the Insurance
Distribution Directive), where that customer would not qualify as a professional client as
defined in point (10) of Article 4(1) of MiFID II; or

(© not a qualified investor as defined in the Prospectus Directive.

Consequently, if the Final Terms in respect of any Notes includes a legend entitled “Prohibition of
Sales to EEA Retail Investors”, no key information document required by Regulation (EU) No
1286/2014, as amended (the PRIIPs Regulation) for offering or selling the Notes or otherwise
making them available to retail investors in the EEA has been or will be prepared and therefore
offering or selling the Notes or otherwise making them available to any retail investor in the EEA may
be unlawful under the PRIIPs Regulation.

MIFID Il PRODUCT GOVERNANCE/ TARGET MARKET

The Final Terms in respect of any Notes may include a legend entitled MiFID 11 Product
Governance / Target Market which will outline the target market assessment in respect of the Notes
and which strategies for distribution of the Notes are appropriate. Any person subsequently offering,
selling or recommending the Notes (a distributor) should take into consideration the target market
assessment; however, a distributor subject to MiFID II is responsible for undertaking its own target
market assessment in respect of the Notes (by either adopting or refining the target market
assessment) and determining appropriate distribution strategies.

A determination will be made in relation to each issue about whether, for the purpose of the MiFID
Product Governance rules under EU Delegated Directive 2017/593 (the MiFID Product Governance
Rules), any Distribution Agent subscribing for any Notes is a manufacturer in respect of such Notes,
but otherwise neither the Distribution Agent nor any of its respective affiliates will be a manufacturer
for the purpose of the MiFID Product Governance Rules.



THE NOTES, ANY INTEREST THEREIN AND ANY GUARANTEE IN RESPECT THEREOF,
HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE UNITED STATES
SECURITIES ACT OF 1933, AS AMENDED (THE SECURITIES ACT), OR THE SECURITIES
LAWS OF ANY STATE OR OTHER JURISDICTION OF THE UNITED STATES OF AMERICA,
ARE SUBJECT TO U.S. TAX LAW REQUIREMENTS AND MAY NOT BE OFFERED, SOLD,
PLEDGED, ASSIGNED, DELIVERED OR OTHERWISE TRANSFERRED, EXERCISED OR
REDEEMED AT ANY TIME, DIRECTLY OR INDIRECTLY, WITHIN THE UNITED STATES
(WHICH TERM INCLUDES THE TERRITORIES, THE POSSESSIONS AND ALL OTHER
AREAS SUBIJECT TO THE JURISDICTION OF THE UNITED STATES) OR TO, OR FOR THE
ACCOUNT OR BENEFIT OF, U.S. PERSONS (AS DEFINED IN REGULATION S UNDER THE
SECURITIES ACT). SEE "SUBSCRIPTION AND SALE".

For payments in respect of a Note issued by Morgan Stanley, in order to avoid U.S. withholding
taxes, the beneficial owner of the Note that is not a United States person (or a financial
institution holding the Note on behalf of the beneficial owner) is required to comply with certain
tax identification and certification requirements, generally by furnishing the appropriate U.S.
Internal Revenue Service Form W- 8BEN or W-8BEN-E on which the beneficial owner certifies
under penalty of perjury that it is not a United States person. Certain tax identification and
certification requirements apply as well to holders of Notes of all Issuers with respect to
"FATCA". In addition, U.S. withholding taxes could be imposed in respect of certain Equity-
Linked Notes issued by any Issuer. See below under "United States Federal Taxation™.

Each investor must comply with all applicable laws and regulations in each country or jurisdiction in
or from which the investor purchases, offers, sells or delivers the Notes or has in the investor's
possession or distributes this Base Prospectus or any accompanying Final Terms.

THE NOTES ARE NOT DEPOSITS OR SAVINGS ACCOUNTS AND ARE NOT INSURED BY
THE U.S. FEDERAL DEPOSIT INSURANCE CORPORATION OR ANY OTHER
GOVERNMENTAL AGENCY OR INSTRUMENTALITY OR DEPOSIT PROTECTION SCHEME
ANYWHERE, NOR ARE THEY OBLIGATIONS OF, OR GUARANTEED BY, A BANK.

Hedging transactions involving “equity securities” of “domestic issuers” (as such terms are defined in
the Securities Act and regulations thereunder) may not be conducted unless in compliance with the
Securities Act.

Morgan Stanley accepts responsibility for information contained in this Base Prospectus (except for
the information relating to MSIP and MSBV). MSIP accepts responsibility for information relating to
itself contained in this Base Prospectus (except for the information relating to Morgan Stanley and
MSBV). MSBV accepts responsibility for information relating to itself contained in this Base
Prospectus (except for the information relating to Morgan Stanley and MSIP). To the best of the
knowledge and belief of each of Morgan Stanley, MSIP and MSBV (each of which has taken all
reasonable care to ensure that such is the case), the information for which it accepts responsibility as
aforesaid is in accordance with the facts and does not omit anything likely to affect the import of such
information.

No person has been authorised by any of Morgan Stanley, MSIP or MSBV to give any information or
to make any representation not contained or incorporated by reference in this Base Prospectus, and, if
given or made, that information or representation should not be relied upon as having been authorised
by Morgan Stanley, MSIP or MSBV. Neither the delivery of this Base Prospectus nor the offering,
sale or delivery of any Notes will, in any circumstances, create any implication that the information
contained in this Base Prospectus is true subsequent to the date hereof or the date upon which this
Base Prospectus has been most recently amended or supplemented or that there has been no adverse
change in the financial situation of any of Morgan Stanley, MSIP or MSBV since the date hereof or,
as the case may be, the date upon which this Base Prospectus has been most recently amended or
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supplemented or the balance sheet date of the most recent financial statements which have been
incorporated into this Base Prospectus by way of a supplement to this Base Prospectus, or that any
other information supplied from time to time is correct at any time subsequent to the date on which it
is supplied or, if different, the date indicated in the document containing the same. Investors should
review, inter alia, the most recent financial statements of Morgan Stanley, MSIP and/or MSBV (as
applicable) when evaluating any Notes or an investment therein (such financial statements shall not
form a part of this Base Prospectus unless they have been expressly incorporated herein, including by
way of a supplement to this Base Prospectus).

The distribution of this Base Prospectus and the offering, sale and delivery of Notes in certain
jurisdictions may be restricted by law. Persons into whose possession this Base Prospectus comes are
required by Morgan Stanley, MSIP and MSBV to inform themselves about and to observe those
restrictions.

The Issuers do not intend to provide post-issuance information in respect of the Notes.

This Base Prospectus should be read and construed with any amendment or supplement thereto and
with any other documents incorporated by reference therein.

This Base Prospectus does not constitute an offer of or an invitation to subscribe for or purchase any
Notes and should not be considered as a recommendation by any of Morgan Stanley, MSIP or MSBV
that any recipient of this Base Prospectus should subscribe for or purchase any Notes. Each recipient
of this Base Prospectus will be taken to have made its own investigation and appraisal of the condition
(financial or otherwise) of Morgan Stanley, MSIP or MSBV (as applicable) and of the particular
terms of any offered Notes.

Neither this Base Prospectus nor any Final Terms may be used for the purpose of an offer or
solicitation by anyone in any jurisdiction in which that offer or solicitation is not authorised or to any
person to whom it is unlawful to make such an offer or solic itation.

All references in this Base Prospectus to Sterling and £ are to the lawful currency of the United
Kingdom, all references to U.S. Dollars, U.S. and $ are to the lawful currency of the United States of
America, all references to Japanese Yen and ¥ are to the lawful currency of Japan, all references to
Swiss Francs and CHF are to the lawful currency of Switzerland, all references to Australian Dollars
and AUD are to the lawful currency of the Commonwealth of Australia, all references to New
Zealand Dollars and NZD are to the lawful currency of New Zealand, and all references to euro, € and
EUR are to the single currency introduced at the start of the third stage of the European Economic and
Monetary Union pursuant to the Treaty establishing the European Community, as amended (the
Treaty).

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN
EXAMINATION OF THE RELEVANT ISSUER AND, WHERE APPLICABLE, THE
GUARANTOR AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS
INVOLVED. THE NOTES HAVE NOT BEEN RECOMMENDED BY ANY UNITED STATES
FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY.
FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE
ACCURACY OR DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENCE IN THE UNITED
STATES.



FORWARD-LOOKING STATEMENTS

This Base Prospectus (including the documents incorporated by reference) contains certain statements
that are forward-looking including statements with respect to the Issuers and Guarantor's business
strategies, expansion and growth of operations, trends in its business, competitive advantage, and
technological and regulatory changes, information on exchange rate risk and generally includes all
statements preceded by, followed by or that include the words "believe”, "expect", "project”,
"anticipate", "seek", "estimate" or similar expressions. Such forward-looking statements are not
guarantees of future performance and involve risks and uncertainties, and actual results may differ
materially from those in the forward-looking statements as a result of various factors. Potential
investors are cautioned not to place undue reliance on forward-looking statements, which speak only
as of the date hereof. These forward-looking statements do not constitute profit forecasts or estimates
under regulation (EC) 809/2004, as amended.

- Vi-



CONTENTS

SUMIMIAIY ..ttt e ettt e et e e e e e et e e et eeeeene 8
U] S - 10X (o] SO 28
Consent to the Use Of the Base ProSPECTUS........uuuuuuriiiiei e e 78
L@ oo o] a0 I ¥ o] (o @ =T PP 80
Documents Incorporated Dy REFErENCE. ..........vvviiiiiii e 81
Terms and Conditions OF the NOES. .........uuuiiiiei e 95
Part 1 — General Terms and CONAItIONS ..........oeuuuuuiieeiiiiiii et 96
Part 2 - Additional Terms and CONAItIONS ............uiiieiiiiiiiiiii e e 218
Pro FOmMa FINAI TeIMMS. .. .o e e e e e aaas 320
[SSUE — SPECIFIC SUMIMANY ...ttt e e e e e e e e e e e e e e e e e eeeeeeneeees 503
I D LA (o] TSP PPTT TR SOPPPP 572
SUBSCHIPLION AN SAIE .......eeii e e 586
DeSCription OF the ISSUBTS.......coi i 590
Form of Guarantee of Morgan Stanley ...........c..oiiiiiii i 591
GeNEral INFOIMALION ... ...ciiiiee e e e e e e e e e et e e e e e anann s 593
Persons Responsible for the Information Given in the Base Prospectus ...........cccovevvvviveeviinnennnnn. 598

- Vii -



SUMMARY

Summaries are made up of disclosure requirements known as "Elements”. These elements are
numbered in Sections A — E (A.1 - E.7).

This summary contains all the Elements required to be included in a summary for this type of
securities, Issuers and Guarantor. Because some Elements are not required to be addressed, there
may be gaps in the numbering sequence of the Elements.

Even though an Element may be required to be inserted in the summary because of the type of
securities Issuers and Guarantor, it is possible that no relevant information can be given regarding
the Element. In this case a short description of the Element is included in the summary with the
mention of "Not Applicable".

Words and expressions defined in the " Terms and Conditions of the Notes" below or elsewhere in this
Base Prospectus have the same meanings in this Summary.

Section A — Introduction and Warnings

Al Introduction Please note that:
and Warnings:

° this summary should be read as introduction to the Base
Prospectus;
o any decision to invest in the Notes should be based on

consideration of the Base Prospectus as a whole by the investor;

. where a claim relating to the information contained in the Base
Prospectus is brought before a court, the investor might, under the
national legislation of the Member States, have to bear the costs of
translating the Base Prospectus before the legal proceedings are
initiated; and

o civil liability attaches only to those persons who have tabled the
summary including any translation thereof, but only if the
summary is misleading, inaccurate or inconsistent when read
together with the other parts of the Base Prospectus or it does not
provide, when read together with the other parts of the Base
Prospectus, key information in order to aid investors when
considering whether to invest in such securities.

o The Issuers and the Guarantor consent to the use of this Base
A2 | Consent: Prospectus in connection with a Non-exempt Offer, provided that
Notes issued by Morgan Stanley B.V. will not be offered to the
public in France;

o during the Offer Period specified in the applicable Final Terms;




o either (1) in the Member State(s) specified in the applicable Final
Terms by any financial intermediary which is authorised to make
such offers under the Markets in Financial Instruments Directive
(Directive 2014/65/EU, as amended, MIFID 11) and which
satisfies any conditions specified in the applicable Final Terms or
(2) by the financial intermediaries, in the relevant Member
State(s), in each case specified in the applicable Final Terms, for
so long as they are authorised to make such offers under MiFID I1.
The Issuers and the Guarantor may give consent to additional
financial intermediaries after the date of the applicable Final
Terms and, if they do so, the Issuers and, if applicable, the
Guarantor will publish the above information in relation to them
on (http://sp.morganstanley.com/EU/Documents).

o An investor intending to acquire or acquiring any Notes from
an Authorised Offeror will do so, and offers and sales of the
Notes to an Investor by an Authorised Offeror will be made, in
accordance with any terms and other arrangements in place
between such Authorised Offeror and such Investor including
as to price, allocation, settlement arrangements and any
expenses or taxes to be charged to the investor (the Terms and
Conditions of the Non-exempt Offer). Neither the Issuers nor the
Guarantor will be a party to any such arrangements with
Investors (other than the Distribution Agent) in connection
with the offer or sale of the Notes and, accordingly, this Base
Prospectus and any Final Terms will not contain such
information. The Terms and Conditions of the Non-exempt
Offer shall be published by that Authorised Offeror on its
website at the relevant time. None of the Issuers, the
Guarantor, the Distribution Agent or other Authorised
Offerors has any responsibility or liability for such
information.

Section B — Issuers and Guarantor

B.1 | Legal name Morgan Stanley (Morgan Stanley)
and
commercial Morgan Stanley & Co. International plc (MSIP) or
name of the
Issuers: Morgan Stanley B.V. (MSBV).

In the case of Notes issued by MSBV, Morgan Stanley will be the
guarantor (the Guarantor).

B.2 | Domicile and Morgan Stanley is incorporated under the laws of the State of Delaware.
legal form of As afinancial holding company, it is regulated by the Board of Governors
the Issuers, the | of the Federal Reserve System under the Bank Holding Company Act of
legislation 1956, as amended. Morgan Stanley has its registered office in Delaware,
under which US.A
the Issuers
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operate and its
country of
incorporation:

MSIP was incorporated as a company limited by shares under the
Companies Act 1985 and operates under the Companies Act 2006 in
England and Wales. MSI plc was re-registered as a public limited
company. MSI plc has its registered office in London, U.K.

MSBV was incorporated as a private company with limited liability
(besloten vennootschap met beperkte aansprakelijkheid) under the laws of
The Netherlands. MSBV is registered at the commercial register of the
Chamber of Commerce (Kamer van Koophandel). It has its corporate seat
at Amsterdam, The Netherlands and is subject to the laws of The
Netherlands.

B.4b

Trends:

The business of Morgan Stanley, the ultimate holding company of MSI plc
and MSBV, in the past has been, and in the future may continue to be,
materially affected by many factors, including: the effect of market
conditions, particularly in the global equity, fixed income, currency, credit
and commodities markets, including corporate and mortgage (commercial
and residential) lending and commercial real estate markets and energy
markets; the level of individual investor participation in the global markets
as well as the level of client assets; the flow of investment capital into or
from assets under management or supervision; the level and volatility of
equity, fixed income and commodity prices, interest rates, inflation and
currency values and other market indices; the availability and cost of both
credit and capital as well as the credit ratings assigned to Morgan Stanley's
unsecured short-termand long-term debt; technological changes instituted
by Morgan Stanley, its competitors or counterparties and technological
risks, business continuity and related operational risks, including breaches
or other disruptions of its or a third party’s (or third parties thereof)
operations or systems; risk associated with cybersecurity threats, including
data protection and cybersecurity risk management; Morgan Stanley's
ability to manage effectively its capital and liquidity, including approval of
its capital plans by its banking regulators; the impact of current, pending
and future legislation (including with respect to the Dodd-Frank Wall
Street Reform and Consumer Protection Act) or changes thereto, regulation
(including capital, leverage, funding, liquidity and recovery and resolution
requirements and its ability to address such requirements), policies
including fiscal and monetary policies established by central banks and
financial regulators; changes to global trade policies and tariffs,
government debt ceilings and funding, reforms of LIBOR, EURIBOR and
other indices and other legal and regulatory actions in the United States of
America and worldwide; changes in tax laws and regulations globally,
including the interpretation and application of the U.S. Tax Cuts and Jobs
Act (Tax Act); the effectiveness of Morgan Stanley's risk management
processes; Morgan Stanley's ability to effectively respond to an economic
downturn, or other market disruptions; the effect of economic and political
conditions and geopolitical events, including, for example, the U.K.’s
anticipated withdrawal from the E.U. and a government shutdown in the
United States; the actions and initiatives of current and potential
competitors as well as governments, central banks, regulators and self-
regulatory organisations; Morgan Stanley's ability to provide innovative
products and services and execute its strategic objectives; sovereign risk;
the performance and results of Morgan Stanley’s acquisitions, divestitures,
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joint ventures, strategic alliances or other strategic arrangements; investor,
consumer and business sentiment and confidence in the financial markets;
Morgan Stanley's reputation and the general perception of the financial
services industry; natural disasters, pandemics and acts of war or terrorism;
and a combination of these or other factors. In addition, legislative, legal
and regulatory developments related to its businesses are likely to increase
costs, thereby affecting results of operations. These factors also may have
an adverse impact on its ability to achieve its strategic objectives.

B.5

The group and
the Issuers'
position within
the group:

MSIP forms part of a group of companies including all its subsidiary and
associated undertakings (MSIP). MSIP's ultimate U.K. parent undertaking
is Morgan Stanley International Limited and MSIP's ultimate parent
undertaking and controlling entity is Morgan Stanley.

MSBV has no subsidiaries. It is ultimately controlled by Morgan Stanley.
Morgan Stanley is the ultimate parent undertaking of the group

comprising Morgan Stanley and its consolidated subsidiaries (the Morgan
Stanley Group).

B.9

Profit
Forecast:

Not Applicable. Morgan Stanley does not provide profit forecasts.

Not Applicable. MSIP and MSBV do not provide profit forecasts.

B.10

Audit Report
Qualifications:

Not Applicable. There are no qualifications in the auditors’ reports on the
financial statements of MSIP and MSBYV for the years ended 31 December
2017 and 31 December 2018.

There are no qualifications in the auditors’ reports on the financial
statements of Morgan Stanley for the years ended 31 December 2017 and
31 December 2018, as contained in Morgan Stanley’s Annual Report on
Form 10-K for the year ended 31 December 2018.

B.12

Selected
Historical Key
Financial
Information:

Selected key financial information relating to Morgan Stanley:

Consolidated At 31 March
Balance Sheets (unaudited)
(U.S. $in millions)

At 31 At 31 2018 2019

December | December

2017 2018
Total assets 851,733 853,531 858,495 | 875,964
Total liabilities and 851,733 853,531 858,495 875,964
equity
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Consolidated Three Months
Income Statements Ended 31 March
($ in millions) (unaudited)
At 31 At 31 2018 2019
December December
2017 2018
Net revenues 37,945 40,107 11,077 10,286
Income from
continuing 10.403 11237 3,420 2,955
operations before ' '
income taxes
Net income 6,216 8,883 2,468

There has been no material adverse change in the prospects of Morgan
Stanley since 31 December 2018, the date of the latest published annual

audited financial statements of Morgan Stanley.

There has been no significant change in the financial or trading position of
Morgan Stanley since 31 March 2019, the date of the latest published

(unaudited) quarterly financial statements of Morgan Stanley.

Selected key financial information relating to MSIP:

Consolidated Balance Sheets 31 Dec 2017 31 Dec 2018
(U.S.$ in millions)

Total assets 461,362 446,199
Total liabilities and equity 461,362 446,199
Consolidated Statement of 31 Dec 2017 31 Dec 2018
Income

(U.S. $in millions)

Net trading income 4,934 4,825
Profit (loss) before tax 1,278 1,056
Profit (loss) for the year/period 864 697

There has been no material adverse change in the prospects of MSIP since
31 December 2018, the date of the latest published annual audited financial

statements of MSIP.
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There has been no significant change in the financial or trading position of
the MSIP Group since 31 December 2018, the date of the latest published

annual audited financial statements of MSIP.

Selected key financial information relating to MSBV:

Selected key financial information relating to MSBV:

Statement of financial position 31 Dec 2017 31 Dec 2018
(in EUR '000)

Total assets 9,481,825 9,494,539
Total liabilities and equity 9,481,825 9,494,539
Statement of comprehensive 31 Dec 2017 31 Dec 2018
income (in EUR '000)

Net trading (expense)/ income 452,489 (618,323)
Net income/ (expense) on other

financial instruments held at fair (452,489) 618,323
value

Profit before income tax 2,060 1,190
Profit and total comprehensive 900

. 1,547

income for the year

There has been no material adverse change in the prospects of MSBV
since 31 December 2018, the date of the latest published annual audited
financial statements of MSBV.

There has been no significant change in the financial or trading position of
MSBYV since 31 December 2018, the date of the latest published annual
audited financial statements of MSBV.

B.13 | Recent Events | Not Applicable. Morgan Stanley, MSIP and MSBV consider that no event
materially relevant to the evaluation of their solvency has taken place since the
relevant to publication of their last interim, quarterly or annual financial statements.
evaluation of
solvency:

B.14 | Dependence See Element B.5 for the group and the Issuers' position within the group.
upon other
entitieswithin | Morgan Stanley is a holding company and depends on payments from its
the group: subsidiaries to fund dividend payments and to fund all payments on its

obligations, including debt obligations.
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MSIP's ultimate parent undertaking and controlling entity is Morgan
Stanley. There are substantial inter-relationships between MSIP and
Morgan Stanley as well as other companies of the Morgan Stanley Group,
including the provision of funding, capital, services and logistical support
to or by MSIP, as well as common or shared business or operational
platforms or systems, including employees.

MSBV is ultimately controlled by Morgan Stanley. All material assets of
MSBV are obligations of one or more companies in the Morgan Stanley
Group and MSBV's ability to perform its obligations is dependent upon
such companies fulfilling their obligations to MSBV.

B.15

The Issuers'
and
Guarantor's
Principal
Activities:

o Morgan Stanley, a financial holding company, is a global financial
services firm that, throuah its subsidiaries and affiliates, advises,
and originates, trades, manages and distributes capital for,
governments, institutions and individuals. Morgan Stanley
maintains significant market positions in each of its business
segments — Institutional Securities, Wealth Management and
Investment Management.

. The principal activity of the MSIP Group is the provision of
financial services to corporations, governments and financial
institutions. MSIP operates globally. It operates branches in the
Dubai International Financial Centre, South Korea, the
Netherlands, New Zealand, Poland, the Qatar Financial Centre and
Switzerland.

. MSBV's principal activity is the issuance of financial instruments
and the hedging of obligations arising pursuant to such issuances.

B.16

Controlling
Persons:

o MSIP is wholly and directly owned by Morgan Stanley
Investments U.K. and is ultimately controlled by Morgan Stanley.

o MSBV is ultimately controlled by Morgan Stanley.

. Not Applicable - Morgan Stanley is a publicly-held company listed
on the New York Stock Exchange and not directly or indirectly
owned or controlled by any individual shareholder or any affiliated
group of shareholders.

B.17

Credit
Ratings:

As of the date of this Base Prospectus, Morgan Stanley's short-term and
long-term debt has been respectively rated (i) R-1 (middle) and A (high),
with a stable outlook, by DBRS, Inc. (DBRS), (ii) F1 and A, with a stable
outlook, by Fitch Ratings, Inc. (Fitch), (iii) P-2 and A3, with a stable
outlook, by Moody's Investors Service, Inc. (Moody's), (iv) a-1 and A-,
with a positive outlook, by Rating and Investment Information, Inc. (R&I)
and (v) A-2 and BBB+, with a stable outlook, by Standard & Poor's
Financial Services LLC through its business unit Standard & Poor's Global
Ratings (S&P).
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As of the date of this Base Prospectus, MSIP's short-term and long-term
debt has been respectively rated (i) P-1 and Al, with a stable outlook, by
Moody's and (ii) A-1 and A+, with a stable outlook, by S&P.

MSBV is not rated.

None of DBRS, Fitch, Moody’s and S&P is established in the European
Economic Area (EEA) or has applied for registration under Regulation
1060/2009 of the European Parliament and of the Council of 16 September
2009 on credit rating agencies, as amended (the CRA Regulation).
However, certain of their respective affiliates are established in the EEA
and registered under CRA Regulation by European Securities and Markets
Authority (ESMA) on its website
(https://www.esma.europa.eu/supervision/credit-rating-agencies/risk).
Such affiliates endorse the ratings of DBRS, Fitch, Moody’s and S&P for
use for regulatory purposes in the EEA.

R&I is not incorporated in the EEA and is not registered under the CRA
Regulation in the EU.

Notes issued under the Programme may be rated or unrated. Arating is not
a recommendation to buy, sell or hold securities and may be subject to
suspension, change or withdrawal at any time by the assigning rating
agency.

B.18 | Nature and The payment of all amounts due in respect of Notes issued by MSBV will
scope of the be unconditionally and irrevocably guaranteed by Morgan Stanley
Guarantee: pursuant to a guarantee dated as of 12 January 2017.

Payment of amounts due in respect of MSIP Notes is not guaranteed by
Morgan Stanley.

The Guarantor’s obligations under the Guarantee constitute direct, general
and unsecured obligations of the Guarantor which rank without preference
among themselves and pari passu with all other outstanding, unsecured
and unsubordinated obligations of the Guarantor, present and future, but in
the event of insolvency only to the extent permitted by laws affecting
creditors’ rights.

B.19 | Information See Elements in Section B in relation to the Guarantor, Morgan Stanley.
about the
Guarantor:
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Section C - The Notes

C1

Type and class
of the Notes
and ISIN
number:

The Notes will constitute obligations under French law. Notes are issued in
Series. Each Series may comprise one or more Tranches issued on
different issue dates and subject to identical terms, except that the issue
date and the amount of the first payment of interest may be different in
respect of different Tranches.

Notes will be issued outside the United States in dematerialised form,
either in bearer dematerialised form (au porteur) or registered
dematerialised form (au nominatif). Each Issuer may issue Notes that are
Fixed Rate Notes, Floating Rate Notes, Zero Coupon Notes and Notes
(collectively Derivative Notes) which are Equity-Linked Notes, Currency-
Linked Notes, Inflation-Linked Notes, Fund-Linked Notes, Futures
Contract-Linked Notes and/ or any combination thereof.

The relevant security identification number(s) (ISIN) in respect of each
Tranche of Notes will be specified in the applicable Final Terms.

C.2

Currencies:

Notes may be denominated and/or payable in any currency as set out in the
applicable Final Terms, subject to all applicable consents being obtained
and compliance with all applicable legal and regulatory requirements.

C.5

Restrictions on
free
transferability:

The Notes will only be issued in circumstances which comply with the
laws, guidelines, regulations, restrictions or reporting requirements which
apply to the Notes from time to time including the restrictions on the offer
and sale of Notes and the distribution of offering material in various
jurisdictions applicable at the date of the Base Prospectus.

The Issuers and the Distribution Agent have agreed certain restrictions on
the offer, sale and delivery of the Notes and on the distribution of offering
material in the United States, the EEA, the United Kingdom, The
Netherlands and France. However, the Notes may be freely transferred in
the relevant clearing system(s).

The Notes cannot be offered or sold in the U.S. or to U.S. persons, nor held
in the U.S. or by U.S. Persons at any time. The Notes may not be acquired
or held by, or acquired with the assets of, any employee benefit plan
subject to Title I of the United States Employee Retirement Income
Security Act of 1974, as amended ("ERISA"), any individual retirement
account or plan subject to Section 4975 of the United States Internal
Revenue Code of 1986, or any entity whose underlying assets include
"plan assets" within the meaning of Section 3(42) of ERISA by reason of
any such employee benefit plan's account's or plan's investment therein.

THE NOTES, ANY INTEREST THEREIN AND ANY GUARANTEE
IN RESPECT THEREOF HAVE NOT BEEN AND WILL NOT BE
REGISTERED UNDER THE UNITED STATES SECURITIES ACT
OF 1933, AS AMENDED (THE "SECURITIES ACT"), OR THE
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SECURITIES LAWS OF ANY STATE OR OTHER JURISDICTION
OF THE UNITED STATES OF AMERICA, ARE SUBJECT TO U.S.
TAX LAW REQUIREMENTS AND MAY NOT BE OFFERED,
SOLD, PLEDGED, ASSIGNED, DELIVERED OR OTHERWISE
TRANSFERRED, EXERCISED OR REDEEMED AT ANY TIME,
DIRECTLY OR INDIRECTLY, WITHIN THE UNITED STATES
OR TO, OR FOR THE ACCOUNT OR BENEFIT OF, U.S.
PERSONS (AS DEFINED IN REGULATION S UNDER THE
SECURITIES ACT).

C.8

The Rights
attachedto the
Notes, Ranking
and
Limitations to
those Rights:

Rights attached to Notes: The Notes entitle the Noteholders on redemption
to a claim for payment of a cash amount as summarised in C.16, C.17 and
C.18 below. Such cash amount may be less than the value of an investor's
initial investment in the Notes. The Notes may also entitle Noteholders to
payments of interest as summarised in C.9 below.

Status of the Notes: The Notes constitute direct and general obligations of
the relevant Issuer and will rank pari passu among themselves.

Status of the Guarantee: The Guarantor's obligations under the Guarantee
in respect of the Notes issued by MSBV constitute direct and general
obligations of the Guarantor which rank without preference among
themselves and pari passu with all other outstanding unsecured and
unsubordinated obligations of the Guarantor, present and future, but, in the
event of insolvency, only to the extent permitted by laws relating to
creditors' rights.

Minimum Denomination of the Notes: The minimum denomination at the
issue date of each Note admitted to trading on a EEA exchange and/or
offered to the public in an EEA State will be €1,000 (or, if the Notes are
denominated in a currency other than euro, the equivalent amount in such
currency).

Events of Default: If an Event of Default occurs the Notes may be
redeemed prior to their Maturity Date at the Early Redemption Amount
specified in the applicable Final Terms where the Noteholders of not less
than 25 per cent. in aggregate principal amount of the Notes give written
notice to the Issuer declaring the Notes to be immediately due and payable.
The Events of Default applicable to the Notes are as follows:

(1) non-payment by the Issuer or the Guarantor (if applicable) of any
amount of principal (within 30 days of the due date) or any amount of
interest (within 30 days of the due date) in respect of the Notes; and

(2) the Issuer of the Notes becomes insolvent or is unable to pay its debts
as they fall due, or an administrator or liquidator is appointed in respect of
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the Issuer (otherwise than for the purposes of or pursuant to an
amalgamation, reorganisation or restructuring whilst solvent), or the Issuer
takes any action for a composition with or for the benefit of its creditors
generally, or an order is made or an effective resolution is passed for the
winding up, liquidation or dissolution of the Issuer (otherwise than for the
purposes of or pursuant to an amalgamation, reorganisation or
restructuring whilst solvent) and, such order or effective resolution has
remained in force and has not been rescinded, revoked or set aside for sixty
days after the date on which such order is made or effective resolution is
passed.

Taxation: All payments of principal and interest by the Issuers and the
Guarantor (if applicable) in respect of the Notes shall be made free and
clear of, and without withholding or deduction for, any taxes, duties,
assessments or governmental charges of whatsoever nature imposed, levied
collected, withheld or assessed by any jurisdiction or any political
subdivision or any authority thereof or therein having power to tax, unless
such withholding or deduction is required by law or agreement with such
taxing authority. None of the Issuers or the Guarantor (if applicable) shall
be required to make any additional payments on account of any such
withholding or deduction.

For payments in respect of a Note issued by Morgan Stanley, in order to
avoid U.S. withholding taxes, the beneficial owner of the Note that is not a
United States person (or a financial institution holding the Note on behalf
of the beneficial owner) is required to comply with certain tax
identification and certification requirements, generally by furnishing the
appropriate U.S. Internal Revenue Service Form W- 8BEN or W-8BEN-E
published by the U.S Internal Revenue Service on which the beneficial
owner certifies under penalty of perjury that it is not a United States
person.

U.S. federal tax rules commonly referred to as "FATCA" (and non-U.S.
tax rules implementing an intergovernmental agreement (an IGA) thereto)
may impose a withholding tax of 30 per cent. on payments made on the
Notes (including payments made by financial intermediaries), unless
various information reporting and due diligence requirements have been
satisfied. If withholding is so required, none of the Issuers, the Guarantor
or any intermediary will be required to pay any additional amounts with
respect to the amounts so withheld.

U.S. federal tax law may impose a withholding tax of up to 30 per cent. on
payments or deemed payments made to non-U.S. persons that are
contingent upon or determined directly or indirectly by reference to U.S.-
source dividends (such as payments on securities linked to U.S. equities or
indices that include U.S. equities). If withholding is so required, none of
the Issuers, the Guarantor or any intermediary will be required to pay any
additional amounts with respect to the amounts so withheld.
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Governing Law: The Notes will be governed by French law (except in
relation to the Issuer’s right to repurchase Notes) and the Guarantee is
governed by New York law.

C.9

Interest,
Redemption
and
Representation:

See Element C.8 for the Rights attaching to the Notes, Ranking and
Limitations to such Rights.

Nominal Interest Rate: Notes may be interest bearing or non interest
bearing. Interest (if any) may accrue at a fixed rate, which may be zero, a
floating rate or the spread between two floating rates, provided that in no
event, will the relevant interest amount be less than zero, or at a rate which
varies during the lifetime of the relevant Tranche. Interest on Derivative
Notes may be payable in amounts which are linked to the performance of
share(s), index(es), exchange traded fund(s), currency pair(s), inflation
index(es), fund(s) and/or futures contract(s). See further Element C.10
below.

Date from which interest becomes payable and the due dates for interest:
In respect of each Tranche of Notes bearing interest, the date from which
interest becomes payable and due dates for interest will be indicated in the
applicable Final Terms.

Maturity Date: Notes will have maturities as specified in the applicable
Final Terms, subject to compliance with all applicable legal and regulatory
requirements.

Description of the Relevant Underlying to which interest payments are
linked: Notes issued under the Programme may be linked to the value or
performance of one or more shares, one or more indices, one or more
exchange traded funds, one or more currency pairs, one or more inflation
linked indices, one or more funds, one or more futures contracts or a
combination of the foregoing (each such individual underlying or baskets
of underlyings being a Relevant Underlying (as specified in the
applicable Final Terms).

Arrangements for the amortisation of the loan including repayment
procedures:

Final Redemption Amount: Notes may be redeemed at Par or at such other
amount as may be specified as the Final Redemption Amount in the
applicable Final Terms. The amount payable on redemption of Derivative
Notes may be an amount which is linked to the performance of the
Relevant Underlying comprising one or more shares, indices, exchange
traded funds, currency pairs, inflation indices, funds, futures contracts or a
combination of any of the foregoing.
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Early Redemption: Notes may be redeemed early for tax reasons at the
option of the Issuer at the Early Redemption Amount specified in the Final
Terms or in case of illegality or regulatory reasons at an amount
representing either the fair market value of the Note less costs, the fair
market value of the Note or at Par. If so specified in the applicable Final
Terms, the Notes may also be redeemed early at the option of the Issuer
and/or at the option of any Noteholder at the Optional Redemption Amount
(Call) or the Optional Redemption Amount (Put), as the case may be.

Certain events can affect the Relevant Underlying and lead to adjustments
and/or early redemption of the Notes. The Determination Agent shall
determine whether the Notes or any exchanges or price sources are
affected by certain events (for example, market disruption, adjustment
events or circumstances affecting normal activities) on a relevant date of
valuation, and may make adjustments to the Notes, or take any other
appropriate action, to account for relevant adjustments or events in relation
to the Relevant Underlying. In addition, in certain circumstances, the
Issuer may redeem or terminate the Notes early following any such event.
In this case, in relation to each Note, the Issuer will pay an amount (which
amount may, in certain circumstances, be the fair market value of the
Notes rather than the nominal value or face value).

Yield: The yield on Fixed Rate Notes will be calculated on an annual or
semi-annual basis using the relevant Issue Price at the relevant Issue Date.
With respect to Floating Rate Notes, Zero Coupon Notes, Equity-Linked
Notes, Currency-Linked Notes, Inflation Linked Notes, Fund-Linked
Notes or Futures Contract-Linked Notes where the amount of interest
and/or redemption payments is conditional, not applicable.

Representative of the Noteholders: Holders of the Notes may call or be
called to, a Noteholders' meeting. The Noteholders will be grouped
automatically for the defence of their respective common interests in a
masse (the "Masse") governed by the provisions of the French Code de
commerce with the exception of Articles L. 228-71 (except for Notes
issued in France) and R. 228-69 of the French Code de commerce, as
supplemented by the Terms and Conditions of the Notes. The Masse will
be a separate legal entity, and will be acting in part through one
representative and in part through a general assembly of the Noteholders.

As long as the Notes are held by a single Noteholder, such Noteholder
shall exercise all the powers delegated to the Representative of the
Noteholders and the general assembly under the Terms and Conditions of
the Notes. A representative of the Noteholders shall be appointed when the
Notes of a Series are held by more than one Noteholder.

C.10

Derivative
component in
interest
payment

Interest payments in relation to Equity-Linked Notes, to Currency-Linked
Notes, to Inflation-Linked Notes, to Fund-Linked Notes or to Futures
Contract-Linked Notes may contain a derivative component.
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(explanation as
to how the
value of the
investment is
affected by the
value of the
Relevant
Underlying,
especially
under
circumstances
where the risks

See Element C.9 for Interest, Redemption and Representation and also
Element C.15 for a description of how the value of the investment is
affected by the Relevant Underlying.

are most
evident):

C.11 | Listing and Application may be made for Notes to be displayed on the Luxembourg
Admission to Stock Exchange Securities Official List (LUXSE SOL) (without admission
Trading: to trading) or admitted to trading on (a) Euronext Paris or (b) either of the

regulated market or the EuroMTF Market of the Luxembourg Stock
Exchange, or (c) any other stock exchange(s) of the European Union.
Each Issuer may also issue unlisted Notes.

C.15 | How the value | The return on Derivative Notes in the form of interest (if applicable) and

of the
investmentis
affected by the
Relevant
Underlying
(unlessthe
securities have
a
denomination
of at least
EUR100,000):

redemption amounts payable by the Issuer, may be a return linked to the
value or performance of the Relevant Underlying and varying in
proportion to such value or performance. Such return may also be
dependent on the value or performance of the Relevant Underlying
reaching, or not, a predetermined threshold or barrier in which case a small
increase or decrease in the value or performance of the Relevant
Underlying near to the threshold or barrier may lead to a significant
increase or decrease in the return of the Notes, and Noteholders may
receive no interest at all.

Where the return on Derivative Notes is linked to the value or performance
of the Relevant Underlying as determined as of one or more predefined
dates and irrespective of the level of the Relevant Underlying between
these dates, the values of the Relevant Underlying on these dates will
affect the value of the Notes more than any other factor.

Where the Final Redemption Amount payable on Derivative Notes is
linked to or dependent on the performance of the Relevant Underlying (or
a percentage thereof), Noteholders may not receive the amount initially
invested, and may receive a significantly lesser amount, unless a minimum
Final Redemption Amount at least equal to such invested amount applies
in determining such Final Redemption Amount.

The market price or value of Derivative Notes at any time is expected to be
affected by changes in the value of the Relevant Underlying to which the
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Notes are linked.

The value of certain Equity Linked Notes could, in certain circumstances,
be affected by fluctuations in the actual or anticipated rates of dividend (if
any) or other distributions on a Relevant Underlying.

See also Element C.9.

C.16 | Expiration/ Unless previously redeemed, each series of Notes will be redeemed on the
maturity date | applicable Maturity Date at their Final Redemption Amount, as specified
of the in the Applicable Final Terms. Where the Final Redemption Amount is
derivative linked to the value or performance of a Relevant Underlying, such value or
securities—the | performance will be determined as of the Determination Date specified in
exercise the Final Terms.
date/final
reference date:

C.17 | Settlement Notes issued under the Programme will be cash-settled.
procedure of
the derivative | On the relevant date for redemption of the Notes, the Issuer shall pay the
securities: relevant redemption amount per Calculation Amount to the Noteholders

through the relevant clearing systems, and such amounts shall be credited
to the relevant Noteholders' respective accounts held either with such
clearing systems or with a financial intermediary that is a member of such
clearing systems.

C.18 | How the Notes may not be ordinary debt securities and the return and/or interest
returnonthe | and/or redemption amount may be linked to the value or performance of
derivative one or more Relevant Underlyings. Interest in respect of Notes may be
securities takes | payable periodically or on the Maturity Date.
place:

See also Elements C.9 and C.15.

C.19 | Exercise The Final Reference Value for the purpose of determining the performance
price/final of a Relevant Underlying will be determined by the Determination Agent
reference price | by reference to the price for a share or exchange-traded fund on a relevant
of the exchange or the level of an Index or an Inflation Index or to the price for a
underlying: fund interest or to the settlement price of a futures contract as of any

relevant date.

C.20 | Type of The Relevant Underlying to which each Series of Derivative Notes relates

underlying and
where
information on
the underlying
can be found:

will be one or more shares, exchange traded funds, index(es), currency
pair(s), inflation index(es), funds and/or futures contracts, details of which
will be specified in the applicable Final Terms together with details of the
source from which information about the Relevant Underlying can be
obtained.
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C.21 | Indication of See Element C.11 for an indication of the market where Notes will be
market where | traded and for which a prospectus in respect of the Notes has been
securitieswill | published.
be traded and
for which
prospectus has
been
published:

Section D — Risks

D.2 | KeyRisks The following key risks affect Morgan Stanley and, since Morgan Stanley
Specifictothe | is the ultimate holding company of MSI plc and MSBV, also affect MSI
Issuersandthe | plc and MSBV:

Guarantor:

Market Risk: Morgan Stanley's results of operations may be materially
affected by market fluctuations and by global and economic conditions and
other factors, including changes in asset values. Holding large and
concentrated positions may expose Morgan Stanley to losses. These factors
may result in losses for a position or portfolio owned by Morgan Stanley.

Credit Risk: Morgan Stanley is exposed to the risk that third parties that
are indebted to it will not perform their obligations, as well as that a default
by a large financial institution could adversely affect financial markets.
Such factors give rise to the risk of loss arising when a borrower,
counterparty or issuer does not meet its financial obligations to Morgan
Stanley.

Operational Risk: Morgan Stanley is subject to the risk of loss, or of
damage to its reputation, resulting from inadequate or failed processes or
systems, from human factors or from external events (e.g. fraud, theft,
legal and compliance risks, cyber attacks or damage to physical assets).
Morgan Stanley may incur operational risk across the full scope of its
business activities, including revenue-generating activities (e.g. sales and
trading) and support and control groups (e.g. information technology and
trade processing). A cyber attack, information or security breach or a
technology failure could adversely affect Morgan Stanley’s ability to
conduct its business, manage its exposure to risk or result in disclosure or
misuse of confidential or proprietary information and otherwise adversely
impact its results of operations, liquidity and financial condition, as well as
cause reputational harm.

Liquidity Risk: Liquidity is essential to Morgan Stanley's businesses and
Morgan Stanley relies on external sources to finance a significant portion
of its operations. Morgan Stanley's borrowing costs and access to the debt
capital markets depend on its credit ratings. Morgan Stanley is a holding
company, has no operations and depends on dividends, distributions and
other payments from its subsidiaries. Further, Morgan Stanley's liquidity
and financial condition have in the past been, and in the future could be,
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adversely affected by U.S. and international markets and economic
conditions. As aresult of the foregoing, there is a risk that Morgan Stanley
will be unable to finance its operations due to a loss of access to the capital
markets or difficulty in liquidating its assets. Additionally, liquidity risk
encompasses Morgan Stanley’s ability (or perceived ability) to meet its
financial obligations without experiencing significant business disruption
or reputational damage that may threaten its viability as a going concern.
Morgan Stanley also experiences associated funding risks triggered by the
market or idiosyncratic stress events that may negatively affect its liquidity
or may impact its ability to raise new funding.

Legal, Regulatory and Compliance Risk: Morgan Stanley is subject to the
risk of legal or regulatory sanctions, material financial loss including fines,
penalties, judgments, damages and/or settlements, or loss to reputation it
may suffer as a result of its failure to comply with laws, regulations, rules,
related self-regulatory organization standards and codes of conduct
applicable to its business activities. Morgan Stanley is also subject to
contractual and commercial risk, such as the risk that a counterparty's
performance obligations will be unenforceable. Additionally, Morgan
Stanley is subject to anti-money laundering, anti-corruption and terrorist
financing rules and regulations. The uncertainties and ambiguities as to the
interpretation and application of the U.S. Tax Cuts and Jobs Act could
adversely affect Morgan Stanley.

Risk Management: Morgan Stanley's risk management strategies, models
and processes may not be fully effective in mitigating its risk exposures in
all market environments or against all types of risk. The expected
replacement of London Interbank Offered Rate and replacement or reform
of other interest rates could adversely affect its business, financial
condition and results of operations.

Competitive Environment: Morgan Stanley faces strong competition from
other financial services firms, which could lead to pricing pressures that
could materially adversely affect its revenue and profitability. Further,
automated trading markets may adversely affect Morgan Stanley's business
and may increase competition (for example, by putting increased pressure
on bid-offer spreads, commissions, markups or comparable fees). Finally,
Morgan Stanley's ability to retain and attract qualified employees is critical
to the success of its business and the failure to do so may materially
adversely affect its performance.

International Risk: Morgan Stanley is subject to numerous political,
economic, legal, tax, operational, franchise and other risks as a result of its
international operations (including risks of possible nationalization,
expropriation, price controls, capital controls, exchange controls, increased
taxes and levies and other restrictive governmental actions, as well as the
outbreak of hostilities or political and governmental instability) which
could adversely impact its businesses in many ways. The United
Kingdom’s anticipated withdrawal from the European Union could
adversely affect Morgan Stanley and MSIP.

Acquisition, Divestiture and Joint Venture Risk: Morgan Stanley may be
unable to fully capture the expected value from acquisitions, divestitures,
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joint ventures, minority stakes or strategic alliances.

Risk relating to the exercise of resolution measures powers: The
application of regulatory requirements and strategies in the United States
or other jurisdictions to facilitate the orderly resolution of large financial
institutions may pose a greater risk of loss for the holders of securities
issued or guaranteed by Morgan Stanley, and subject Morgan Stanley to
other restrictions.

The following key risks also affect MSBV:

All material assets of MSBV are obligations of (or securities issued by)
one or more Morgan Stanley Group companies. If any of these Morgan
Stanley Group companies incurs losses with respect to any of its activities
(irrespective of whether those activities relate to MSBV or not) the ability
of such company to fulfil its obligations to MSBV could be impaired,
thereby exposing holders of securities issued by MSBV to a risk of loss.
Should this circumstance materialise, the payment obligations of MSBV
under the terms of the securities would be guaranteed by Morgan Stanley.

The following key risks also affect MSI pilc:

The existence of substantial inter-relationships (including the provision of
funding, capital, services and logistical support to or by MSI plc, as well as
common or shared business or operational platforms or systems, including
employees) between MSI plc and other Morgan Stanley Group companies
exposes MSI plc to the risk that, factors which could affect the business
and condition of Morgan Stanley or other companies in the Morgan
Stanley Group may also affect the business and condition of MSI plc.
Further, Notes issued by MSI plc will not be guaranteed by Morgan
Stanley. The application of regulatory requirements and strategies in the
United Kingdom to facilitate the orderly resolution of large financial
institutions may pose a greater risk of loss for the holders of securities
issued by MSI plc.

D.3

Key Risks
Specific to the
Notes:

There are certain factors which are material for the purpose of assessing
the risks associated with Notes issued under the Programme. These
notably include the risk factors which relate to:

o the specification, type and structure of the Notes (including in the
case of Derivative Notes, the application of caps and floors,
averaging features (including "best-of", "worst-of" and "selected”
performance averages), weighting of Relevant Underlyings,
memory features, barrier features and lock-in features);

o the nature and features of the underlying;

o the hedging transactions entered into by the Issuer;

o the fixed/floating rate of the Notes, exchange rates and exchange
controls;
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o secondary trading of the Notes;
. the rating of the Notes; and
o the legislation and tax regime of the Notes.

Notes may not be ordinary debt securities and the return and/or interest
and/or principal may be linked to the performance of, amongst other
things, one or more Relevant Underlying;

An investment in the Notes bears the risk that the relevant Issuer, or that
the Guarantor (in respect of the Notes issued by MSBV), are not able to
fulfil their obligations in respect of such Notes at maturity or before
maturity of the Notes. In certain circumstances holders may lose all or a
substantial portion of their principal or investment.

The Notes will not have the benefit of any cross-default or cross-
acceleration with other indebtedness of MSIP, MSBV or Morgan Stanley,
as applicable. Other than the covenant to pay, there are no covenants under
the Notes and a breach of any obligations under the Notes other than a
failure to pay by MSIP, MSBV or Morgan Stanley, as Issuer, does not
constitute an event of default under the Notes. In addition, a breach of any
obligations under the Notes other than a failure to pay by Morgan Stanley
as guarantor, or an event of bankruptcy, insolvency or reorganization of
Morgan Stanley as guarantor, does not constitute an event of default with
respect to any notes issued by MSBV. As a result, in such circumstances
Noteholders will not be able to declare the Notes immediately due and
payable pursuant to the Terms and Conditions of the Notes.

D.6

Risk Warning:

See Element D.3 for the key risks that are specific to the Notes.

WARNING: INVESTORS IN NOTES CONSTITUTING DERIVATIVE
SECURITIES UNDER REGULATION EC/809/2004, AS AMENDED,
MAY LOSE THE VALUE OF THEIR ENTIRE INVESTMENT, OR
PART OF IT.

-26 -




Section E — Offer

E.2b | Reasons for The net proceeds of each issue of Notes will be used by the relevant Issuer
the Offerand | for general corporate purposes and/or, in connection with hedging its
Use of obligations under the Notes unless otherwise specified in the applicable
Proceeds: Final Terms.

In respect of MSBV, at least 95% of the proceeds will be invested
(uitzetten) within the group of which it forms part.

E.3 | Termsand The terms of the offer will comprise the conditions of the offer, the offer
Conditions of | statistics, the expected timetable and the action required to apply for the
the Offer: offer.

The terms will also include information relating to the plan of distribution
and allotment of Notes.

The Notes will be issued at the Issue Price which will be determined at the
time of issuance and taking into account market conditions.

The terms will include information relating to placing and underwriting.
The Issuer and the Distribution Agent must comply with certain
restrictions in relation to the offer, the sale and delivery of Notes and the
distribution of offer documents in the United States, the EEA, the United
Kingdom, the Netherlands and France.

Notes issued by Morgan Stanley B.V. will not be offered to the public in
France.

E.4 Interests Subject to potential conflicts between the investor and the Determination
Material to the | Agent, notably when MSIP acts both as Issuer and Determination Agent,
Issue: or when MSIP and other affiliates or subsidiaries of Morgan Stanley carry

out hedging activities or trades, each of Morgan Stanley, MSIP and MSBV
do not have interests material to the issue.

E.7 Estimated Estimated expenses charged to the investor by the relevant Issuer or the
Expenses: offeror will be included in the applicable Final Terms.
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RISK FACTORS

Prospective investors should read the entire Base Prospectus (and where appropriate, any
relevant final terms and summary). Words and expressions defined elsewhere in this Base
Prospectus have the same meanings in this section.

Prospective investors should consider the factors described below and consult with their own
professional advisors if they consider it necessary. Each of the Issuers and the Guarantor
believe that such factors represent the principal risks inherent in investing in Notes issued
under the Programme but the inability of an Issuer to pay interest, principal or other amounts
on or in connection with any Notes may occur for other reasons, which may not be considered
significant risks by such Issuer based on information currently available to it or which it may
not currently be able to anticipate.

The Guarantor and the Issuers disclaim any responsibility to advise prospective
purchasers of any matters arising under the laws of the country in which they reside
that may affect the purchase of, or holding of, or the receipt of payments on the Notes.
These persons should consult their own legal and financial advisors concerning these
matters. This section notably describes generally the most significant risks of investing
in Notes linked to shares, indices, ETFs, inflation indices, funds or futures contracts.
Each investor should carefully consider whether the Notes, as described herein and in
the applicable Final Terms, are suited to its particular circumstances before deciding to
subscribe or to purchase any Notes.

Risks Relating to Morgan Stanley, Morgan Stanley & Co. International plc and Morgan
Stanley B.V.

Morgan Stanley is the ultimate parent company of the Morgan Stanley group of companies
(Morgan Stanley and its consolidated subsidiaries, the Morgan Stanley Group). Morgan
Stanley B.V. and Morgan Stanley & Co. International plc are both part of the Morgan Stanley
Group.

All material assets of Morgan Stanley B.V. are obligations of one or more of the Morgan
Stanley Group companies and securities issued by Morgan Stanley B.V. are guaranteed by
Morgan Stanley.

There are substantial inter-relationships between Morgan Stanley & Co. International plc and
Morgan Stanley as well as other Morgan Stanley Group companies, including the provision of
funding, capital services and logistical support to or by Morgan Stanley & Co. International
plc, as well as common or shared business or operational platforms or systems, including
employees.

The principal risks with respect to Morgan Stanley described below will also represent
(together with the risk factors specific to such entities as described below) the principal risks
with respect to Morgan Stanley B.V. and Morgan Stanley & Co. International plc, either as
individual entities or as part of the Morgan Stanley Group.

Market Risk

Market risk refers to the risk that a change in the level of one or more market prices, rates,
indices, volatilities, correlations or other market factors, such as market liquidity, will result
in losses for a position or portfolio owned by Morgan Stanley.
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Morgan Stanley's results of operations may be materially affected by market fluctuations
and by global and economic conditions and other factors, including changes in asset
values.

Morgan Stanley's results of operations have been in the past and may, in the future, be
materially affected by market fluctuations due to global financial markets, economic
conditions, changes to the global trade policies and tariffs and other factors, including the
level and volatility of equity, fixed income and commaodity prices, the level and term structure
of interest rates, inflation and currency values, and the level of other market indices. The
results of Morgan Stanley's Institutional Securities business segment, particularly results
relating to Morgan Stanley's involvement in primary and secondary markets for all types of
financial products, are subject to substantial market fluctuations due to a variety of factors
that Morgan Stanley cannot control or predict with great certainty. These fluctuations impact
results by causing variations in business flows and activity and in the fair value of securities
and other financial products. Fluctuations also occur due to the level of global market activity,
which, among other things, affects the size, number and timing of investment banking client
assignments and transactions and the realisation of returns from Morgan Stanley's principal
investments. During periods of unfavourable market or economic conditions, the level of
individual investor participation in the global markets, as well as the level of client assets,
may also decrease, which would negatively impact the results of Morgan Stanley's Wealth
Management business segment. In addition, fluctuations in global market activity could
impact the flow of investment capital into or from assets under management or supervision
and the way customers allocate capital among money market, equity, fixed income or other
investment alternatives, which could negatively impact Morgan Stanley's Investment
Management business segment.

The value of Morgan Stanley's financial instruments may be materially affected by market
fluctuations. Market volatility, illiquid market conditions and disruptions in the credit markets
may make it extremely difficult to value and monetise certain of Morgan Stanley's financial
instruments, particularly during periods of market displacement. Subsequent valuations in
future periods, in light of factors then prevailing, may result in significant changes in the
values of these instruments and may adversely impact historical or prospective fees and
performance-based fees (also known as incentive fees, which include carried interest) in
respect of certain businesses. In addition, at the time of any sales and settlements of these
financial instruments, the price Morgan Stanley ultimately realises will depend on the demand
and liquidity in the market at that time and may be materially lower than their current fair
value. Any of these factors could cause a decline in the value of Morgan Stanley's financial
instruments, which may have an adverse effect on its results of operations in future periods.

In addition, financial markets are susceptible to severe events evidenced by rapid depreciation
in asset values accompanied by a reduction in asset liquidity. Under these extreme conditions,
hedging and other risk management strategies may not be as effective at mitigating trading
losses as they would be under more normal market conditions. Moreover, under these
conditions market participants are particularly exposed to trading strategies employed by
many market participants simultaneously and on a large scale. Morgan Stanley's risk
management and monitoring processes seek to quantify and mitigate risk to more extreme
market moves. However, severe market events have historically been difficult to predict and
Morgan Stanley could realise significant losses if extreme market events were to occur.

Holding large and concentrated positions may expose Morgan Stanley to losses.
Concentration of risk may reduce revenues or result in losses in Morgan Stanley's market-

making, investing, block trading, underwriting and lending businesses in the event of
unfavourable market movements, or when market conditions are more favourable for its
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competitors. Morgan Stanley commits substantial amounts of capital to these businesses,
which often results in its taking large positions in the securities of, or making large loans to, a
particular issuer or issuers in a particular industry, country or region.

Credit Risk

Credit risk refers to the risk of loss arising when a borrower, counterparty or issuer does not
meet its financial obligations to Morgan Stanley.

Morgan Stanley is exposed to the risk that third parties that are indebted to it will not
perform their obligations.

Morgan Stanley incurs significant credit risk exposure through its Institutional Securities
business segment. This risk may arise from a variety of business activities, including, but not
limited to: extending credit to clients through various lending commitments; entering into
swap or other derivative contracts under which counterparties have obligations to make
payments to Morgan Stanley; providing short- or long-term funding that is secured by
physical or financial collateral whose value may at times be insufficient to fully cover the
loan repayment amount; posting margin and/or collateral and other commitments to clearing
houses, clearing agencies, exchanges, banks, securities firms and other financial
counterparties; and investing and trading in securities and loan pools whereby the value of
these assets may fluctuate based on realised or expected defaults on the underlying
obligations or loans.

Morgan Stanley also incurs credit risk in its Wealth Management business segment lending to
mainly individual investors, including, but not limited to, margin- and securities-based loans
collateralised by securities, residential mortgage loans and home equity lines of credit.

While Morgan Stanley believes current valuations and reserves adequately address its
perceived levels of risk, adverse economic conditions may negatively impact its clients and its
credit exposures. In addition, as a clearing member of several central counterparties, Morgan
Stanley finances its customer positions and could be held responsible for the defaults or
misconduct of its customers. Although Morgan Stanley regularly reviews its credit exposures,
default risk may arise from events or circumstances that are difficult to detect or foresee.

A default by a large financial institution could adversely affect financial markets.

The commercial soundness of many financial institutions may be closely interrelated as a
result of credit, trading, clearing or other relationships among the institutions. Increased
centralisation of trading activities through particular clearing houses, central agents or
exchanges as required by provisions of the Dodd-Frank Wall Street Reform and Consumer
Protection Act (the Dodd-Frank Act) may increase Morgan Stanley's concentration of risk
with respect to these entities. As a result, concerns about, or a default or threatened default by,
one institution could lead to significant market-wide liquidity and credit problems, losses or
defaults by other institutions. This is sometimes referred to as "systemic risk" and may
adversely affect financial intermediaries, such as clearing houses, clearing agencies,
exchanges, banks and securities firms, with which Morgan Stanley interacts on a daily basis
and, therefore, could adversely affect Morgan Stanley.

Operational Risk
Operational risk refers to the risk of loss, or of damage to Morgan Stanley's reputation,

resulting from inadequate or failed processes or systems, from human factors or from external
events (e.g., fraud, theft, legal and compliance risks, cyber attacks or damage to physical

-30-



assets). Morgan Stanley may incur operational risk across the full scope of its business
activities, including revenue-generating activities (e.g., sales and trading) and support and
control groups (e.g., information technology and trade processing). Legal, regulatory and
compliance risk is included in the scope of operational risk and is discussed below under
"Legal, Regulatory and Compliance Risk".

Morgan Stanley is subject to operational risks, including a failure, breach or other
disruption of its operations or security systems or those of Morgan Stanley's third parties
(or third parties thereof), which could adversely affect its businesses or reputation.

Morgan Stanley's businesses are highly dependent on its ability to process and report, on a
daily basis, a large number of transactions across numerous and diverse markets in many
currencies. Morgan Stanley may introduce new products or services or change processes or
reporting, including in connection with new regulatory requirements, resulting in new
operational risk that Morgan Stanley may not fully appreciate or identify. The trend toward
direct access to automated, electronic markets and the move to more automated trading
platforms has resulted in the use of increasingly complex technology that relies on the
continued effectiveness of the programming code and integrity of the data to process the
trades. Morgan Stanley relies on the ability of its employees, consultants, its internal systems
and systems at technology centres maintained by unaffiliated third parties to operate its
different businesses and process a high volume of transactions. Additionally, Morgan Stanley
is subject to complex and evolving laws and regulations governing cybersecurity, privacy and
data protection, which may differ and potentially conflict, in various jurisdictions.

As a major participant in the global capital markets, Morgan Stanley faces the risk of
incorrect valuation or risk management of its trading positions due to flaws in data, models,
electronic trading systems or processes or due to fraud or cyber attack.

Morgan Stanley also faces the risk of operational failure or termination of any of the clearing
agents, exchanges, clearing houses or other financial intermediaries it uses to facilitate its
lending, securities and derivatives transactions. In the event of a breakdown or improper
operation of Morgan Stanley's or a direct or indirect third party's systems (or third parties
thereof) or processes or improper or unauthorised action by third parties, including
consultants and subcontractors or Morgan Stanley's employees, Morgan Stanley could suffer
financial loss, an impairment to its liquidity position, a disruption of its businesses, regulatory
sanctions or damage to its reputation. In addition, the interconnectivity of multiple financial
institutions with central agents, exchanges and clearing houses, and the increased importance
of these entities, increases the risk that an operational failure at one institution or entity may
cause an industry-wide operational failure that could materially impact Morgan Stanley's
ability to conduct business. Furthermore, the concentration of company and personal
information held by a handful of third parties increases the risk that a breach at a key third
party may cause an industry-wide data breach that could significantly increase the cost and
risk of conducting business.

Despite the business contingency and security plans Morgan Stanley has in place, there can be
no assurance that such plans fully mitigate all potential risks to Morgan Stanley. Morgan
Stanley's ability to conduct business may be adversely affected by a disruption in the
infrastructure that supports its business and the communities where Morgan Stanley is
located, which are concentrated in the New York metropolitan area, London, Hong Kong and
Tokyo, as well as Mumbai, Budapest, Glasgow and Baltimore. This may include a disruption
involving physical site access, cybersecurity incidents, terrorist activities, disease pandemics,
catastrophic events, natural disasters, extreme weather events, electrical outage,
environmental hazard, computer servers, communications or other services Morgan Stanley
uses, its employees or third parties with whom Morgan Stanley conducts business.
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Although Morgan Stanley employs backup systems for its data, those backup systems may be
unavailable following a disruption, the affected data may not have been backed up or may not
be recoverable from the backup, or the backup data may be costly to recover, which could
adversely affect Morgan Stanley's business.

A cyber attack, information or security breach or a technology failure could adversely
affect Morgan Stanley's ability to conduct its business, manage its exposure to risk or result
in disclosure or misuse of confidential or proprietary information and otherwise adversely
impact its results of operations, liquidity and financial condition, as well as cause
reputational harm.

Morgan Stanley maintains a significant amount of personal information on its customers,
clients, employees and certain counterparties that Morgan Stanley is required to protect under
various state, federal and international data protection and privacy laws. These laws may be in
conflict with one another, or courts and regulators may interpret them in ways that Morgan
Stanley had not anticipated or that adversely affect Morgan Stanley's business.

Cybersecurity risks for financial institutions have significantly increased in recent years in
part because of the proliferation of new technologies, the use of the internet and mobile
telecommunications technologies to conduct financial transactions, and the increased
sophistication and activities of organised crime, hackers, terrorists and other external
extremist parties, including foreign state actors, in some circumstances as a means to promote
political ends. In addition to the growing sophistication of certain parties, the
commoditisation of cyber tools which are able to be weaponised by less sophisticated actors
has led to an increase in the exploitation of technological vulnerabilities. Any of these parties
may also attempt to fraudulently induce employees, customers, clients, vendors or other third
parties or users of Morgan Stanley's systems to disclose sensitive information in order to gain
access to its data or that of Morgan Stanley's employees or clients. Cybersecurity risks may
also derive from human error, fraud or malice on the part of its employees or third parties,
including third party providers, or may result from accidental technological failure. In
addition, third parties with whom Morgan Stanley does business, their service providers, as
well as other third parties with whom Morgan Stanley's customers do business, may also be
sources of cybersecurity risks, particularly where activities of customers are beyond Morgan
Stanley's security and control systems. There is no guarantee that the measures Morgan
Stanley takes will provide absolute security or recoverability given the techniques used in
cyber attacks are complex and frequently change, and may not be able to be anticipated.

Like other financial services firms, Morgan Stanley and its third party providers continue to
be the subject of unauthorised access attacks, mishandling or misuse of information, computer
viruses or malware, cyber attacks designed to obtain confidential information, destroy data,
disrupt or degrade service, sabotage systems or cause other damage, denial of service attacks,
data breaches and other events. There can be no assurance that such unauthorised access,
mishandling or misuse of information or cyber incidents will not occur in the future, and they
could occur more frequently and on a more significant scale.

A cyber attack, information or security breach or a technology failure of Morgan Stanley or of
a third party could jeopardise its or its clients’, employees’, partners', vendors' or
counterparties' personal, confidential, proprietary or other information processed and stored
in, and transmitted through, its and its third parties' computer systems. Furthermore, such
events could cause interruptions or malfunctions in Morgan Stanley's, its clients', employees’,
partners’, vendors', counterparties' or third parties' operations, as well as the unauthorised
release, gathering, monitoring, misuse, loss or destruction of confidential, proprietary and
other information of Morgan Stanley, of its employees, of its customers or of other third
parties. Any of these events could result in reputational damage with Morgan Stanley's clients
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and the market, client dissatisfaction, additional costs to Morgan Stanley to maintain and
update its operational and security systems and infrastructure, regulatory investigations,
litigation or enforcement, or regulatory fines or penalties, any of which could adversely affect
Morgan Stanley's business, financial condition or results of operations.

Given Morgan Stanley's global footprint and the high volume of transactions Morgan Stanley
processes, the large number of clients, partners, vendors and counterparties with which
Morgan Stanley does business, and the increasing sophistication of cyber attacks, a cyber
attack, information or security breach could occur and persist for an extended period of time
without detection. Morgan Stanley expects that any investigation of a cyber attack would be
inherently unpredictable and that it would take time before the completion of any
investigation and before there is availability of full and reliable information. During such time
Morgan Stanley would not necessarily know the extent of the harm or how best to remediate
it, and certain errors or actions could be repeated or compounded before they are discovered
and remediated, all or any of which would further increase the costs and consequences of a
cyber attack.

While many of Morgan Stanley's agreements with partners and third party vendors include
indemnification provisions, Morgan Stanley may not be able to recover sufficiently, or at all,
under such provisions to adequately offset any losses Morgan Stanley may incur. In addition,
although Morgan Stanley maintains insurance coverage that may, subject to policy terms and
conditions, cover certain aspects of cyber and information security risks, such insurance
coverage may be insufficient to cover all losses.

The cost of managing cyber and information security risks and attacks along with complying
with new and increasingly expansive regulatory requirements could adversely affect Morgan
Stanley's results of operations and business.

Liquidity Risk

Liquidity risk refers to the risk that Morgan Stanley will be unable to finance its operations
due to a loss of access to the capital markets or difficulty in liquidating its assets. Liquidity
risk also encompasses Morgan Stanley's ability (or perceived ability) to meet its financial
obligations without experiencing significant business disruption or reputational damage that
may threaten its viability as a going concern. Liquidity risk also encompasses the associated
funding risks triggered by the market or idiosyncratic stress events that may negatively affect
Morgan Stanley's liquidity and may impact its ability to raise new funding.

Liquidity is essential to Morgan Stanley's businesses and Morgan Stanley relies on external
sources to finance a significant portion of its operations.

Liquidity is essential to Morgan Stanley's businesses. Morgan Stanley's liquidity could be
negatively affected by its inability to raise funding in the long-term or short-term debt capital
markets or its inability to access the secured lending markets. Factors that Morgan Stanley
cannot control, such as disruption of the financial markets or negative views about the
financial services industry generally, including concerns regarding fiscal matters in the U.S.
and other geographic areas, could impair Morgan Stanley's ability to raise funding. In
addition, Morgan Stanley's ability to raise funding could be impaired if investors or lenders
develop a negative perception of Morgan Stanley's long-term or short-term financial prospects
due to factors such as an incurrence of large trading losses, a downgrade by the rating
agencies, a decline in the level of its business activity, or if regulatory authorities take
significant action against Morgan Stanley or its industry, or Morgan Stanley discovers
significant employee misconduct or illegal activity. If Morgan Stanley is unable to raise
funding using the methods described above, it would likely need to finance or liquidate
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unencumbered assets, such as its investment portfolios or trading assets, to meet maturing
liabilities. Morgan Stanley may be unable to sell some of its assets, or it may have to sell
assets at a discount to market value, either of which could adversely affect Morgan Stanley's
results of operations, cash flows and financial condition.

Morgan Stanley's borrowing costs and access to the debt capital markets depend on its
credit ratings.

The cost and availability of unsecured financing generally are impacted by Morgan Stanley's
long-term and short-term credit ratings. The rating agencies continue to monitor certain issuer
specific factors that are important to the determination of Morgan Stanley's credit ratings,
including governance, the level and quality of earnings, capital adequacy, liquidity and
funding, risk appetite and management, asset quality, strategic direction and business mix.
Additionally, the rating agencies will look at other industry-wide factors such as regulatory or
legislative changes, macro-economic environment, and perceived levels of third party
support, and it is possible that they could downgrade Morgan Stanley's ratings and those of
similar institutions.

Morgan Stanley's credit ratings also can have a significant impact on certain trading revenues,
particularly in those businesses where longer term counterparty performance is a key
consideration, such as over-the- counter (OTC) and other derivative transactions, including
credit derivatives and interest rate swaps. In connection with certain OTC trading agreements
and certain other agreements associated with Morgan Stanley's Institutional Securities
business segment, Morgan Stanley may be required to provide additional collateral to, or
immediately settle any outstanding liability balance with, certain counterparties in the event
of a credit ratings downgrade. Termination of Morgan Stanley's trading and other agreements
could cause Morgan Stanley to sustain losses and impair its liquidity by requiring it to find
other sources of financing or to make significant cash payments or securities movements.
The additional collateral or termination payments which may occur in the event of a future
credit rating downgrade vary by contract and can be based on ratings by either or both of
Moody's Investors Services, Inc. (Moody's) and S&P Global Ratings (S&P).

Morgan Stanley is a holding company and depends on payments from its subsidiaries.

Morgan Stanley has no operations and depends on dividends, distributions and other
payments from its subsidiaries to fund dividend payments and to fund all payments on its
obligations, including debt obligations. Regulatory, tax restrictions or elections and other
legal restrictions may limit Morgan Stanley's ability to transfer funds freely, either to or from
its subsidiaries. In particular, many of Morgan Stanley's subsidiaries, including its bank and
broker-dealer subsidiaries, are subject to laws, regulations and self-regulatory organisation
rules that limit, as well as authorise regulatory bodies to block or reduce the flow of funds to
Morgan Stanley, or that prohibit such transfers or dividends altogether in certain
circumstances, including steps to "ring fence" entities by regulators outside of the U.S. to
protect clients and creditors of such entities in the event of financial difficulties involving
such entities. These laws, regulations and rules may hinder Morgan Stanley's ability to access
funds that it may need to make payments on its obligations. Furthermore, as a bank holding
company, Morgan Stanley may become subject to a prohibition or to limitations on its ability
to pay dividends. The Board of Governors of the Federal Reserve System (the Federal
Reserve), the Office of the Comptroller of the Currency (OCC) and the Federal Deposit
Insurance Corporation (FDIC) have the authority, and under certain circumstances the duty,
to prohibit or to limit the payment of dividends by the banking organisations they supervise,
including Morgan Stanley and its U.S. bank subsidiaries, Morgan Stanley Bank, N.A. and
Morgan Stanley Private Bank, National Association (collectively, U.S. Bank Subsidiaries).

-34-



Morgan Stanley's liquidity and financial condition have in the past been, and in the future
could be, adversely affected by U.S. and international markets and economic conditions.

Morgan Stanley's ability to raise funding in the long-term or short-term debt capital markets
or the equity markets, or to access secured lending markets, has in the past been, and could in
the future be, adversely affected by conditions in the U.S. and international markets and
economies. In particular, Morgan Stanley's cost and availability of funding in the past have
been, and may in the future be, adversely affected by illiquid credit markets and wider credit
spreads. Significant turbulence in the U.S., the European Union and other international
markets and economies could adversely affect Morgan Stanley's liquidity and financial
condition and the willingness of certain counterparties and customers to do business with
Morgan Stanley.

Legal, Regulatory and Compliance Risk

Legal, regulatory and compliance risk includes the risk of legal or regulatory sanctions,
material financial loss including fines, penalties, judgments, damages and/or settlements, or
loss to reputation Morgan Stanley may suffer as a result of its failure to comply with laws,
regulations, rules, related self-regulatory organisation standards and codes of conduct
applicable to its business activities. This risk also includes contractual and commercial risk,
such as the risk that a counterparty's performance obligations will be unenforceable. It also
includes compliance with anti-money laundering, anti-corruption and terrorist financing rules
and regulations.

The financial services industry is subject to extensive regulation, and changes in regulation
will impact Morgan Stanley's business.

Like other major financial services firms, Morgan Stanley is subject to extensive regulation
by U.S. federal and state regulatory agencies and securities exchanges and by regulators and
exchanges in each of the major markets where Morgan Stanley conducts its business. These
laws and regulations significantly affect the way Morgan Stanley does business and can
restrict the scope of its existing businesses and limit its ability to expand its product offerings
and pursue certain investments.

The regulation of major financial firms, including Morgan Stanley, as well as of the markets
in which Morgan Stanley operates, is extensive and subject to ongoing change. Morgan
Stanley is, or will become, subject to (among other things) wide-ranging regulation and
supervision, intensive scrutiny of its businesses and any plans for expansion of those
businesses, limitations on new activities, a systemic risk regime that imposes heightened
capital and liquidity and funding requirements and other enhanced prudential standards,
resolution regimes and resolution planning requirements, requirements for maintaining
minimum amounts of total loss-absorbing capacity and external long-term debt, restrictions
on activities and investments imposed by a section of the Bank Holding Company Act of
1956, as amended (the BHC Act) added by the Dodd-Frank Act referred to as the Volcker
Rule, comprehensive derivatives regulation, market structure regulation, tax regulations,
antitrust laws, trade and transaction reporting obligations, and broadened fiduciary
obligations. In some areas, regulatory standards are subject to final rulemaking or transition
periods or may otherwise be revised in whole or in part. Ongoing implementation of, or
changes in, laws and regulations could materially impact the profitability of Morgan Stanley's
businesses and the value of assets it holds, expose it to additional costs, require changes to
business practices or force it to discontinue businesses, adversely affect its ability to pay
dividends and repurchase its stock, or require it to raise capital, including in ways that may
adversely impact its shareholders or creditors. In addition, regulatory requirements that are
being imposed by foreign policymakers and regulators may be inconsistent or conflict with
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regulations that Morgan Stanley is subject to in the U.S. and may adversely affect it. Morgan
Stanley expects legal and regulatory requirements to be subject to ongoing change for the
foreseeable future, which may result in significant new costs to comply with new or revised
requirements as well as to monitor for compliance on an ongoing basis.

The application of regulatory requirements and strategies in the U.S. or other jurisdictions
to facilitate the orderly resolution of large financial institutions may pose a greater risk of
loss for Morgan Stanley's security holders, and subject Morgan Stanley to other
restrictions.

Pursuant to the Dodd-Frank Act, Morgan Stanley is required to periodically submit to the
Federal Reserve and the FDIC a resolution plan that describes its strategy for a rapid and
orderly resolution under the U.S. Bankruptcy Code in the event of material financial distress
or failure. If the Federal Reserve and the FDIC were to jointly determine that Morgan
Stanley's resolution plan submission was not credible or would not facilitate an orderly
resolution, and if Morgan Stanley were unable to address any deficiencies identified by the
regulators, Morgan Stanley or any of its subsidiaries may be subject to more stringent capital,
leverage, or liquidity requirements or restrictions on its growth, activities, or operations, or
after a two year period, Morgan Stanley may be required to divest assets or operations.

In addition, provided that certain procedures are met, Morgan Stanley can be subject to a
resolution proceeding under the orderly liquidation authority under Title Il of the Dodd-Frank
Act with the FDIC being appointed as receiver. The FDIC's power under the orderly
liquidation authority to disregard the priority of creditor claims and treat similarly situated
creditors differently in certain circumstances, subject to certain limitations, could adversely
impact holders of Morgan Stanley's unsecured debt.

Further, because both Morgan Stanley's resolution plan contemplates a single point of entry
(SPOE) strategy under the U.S. Bankruptcy Code and the FDIC has proposed an SPOE
strategy through which it may apply its orderly liquidation authority powers, Morgan Stanley
believes that the application of an SPOE strategy is the reasonably likely outcome if either its
resolution plan were implemented or a resolution proceeding were commenced under the
orderly liquidation authority. An SPOE strategy generally contemplates the provision of
additional capital and liquidity by Morgan Stanley to certain of its subsidiaries so that such
subsidiaries have the resources necessary to implement the resolution strategy, and Morgan
Stanley has entered into a secured amended and restated support agreement with its material
entities, as defined in Morgan Stanley's 2017 resolution plan pursuant to which it would
provide such capital and liquidity.

Under the secured amended and restated support agreement, upon the occurrence of a
resolution scenario, including one in which an SPOE strategy is used, Morgan Stanley will be
obligated to contribute or loan on a subordinated basis all of its contributable material assets,
other than shares in subsidiaries of Morgan Stanley and certain intercompany payables, to
provide capital and liquidity, as applicable, to its material entities. The obligations of Morgan
Stanley under the secured amended and restated support agreement are in most cases secured
on a senior basis by the assets of Morgan Stanley (other than shares in subsidiaries of Morgan
Stanley). As a result, claims of Morgan Stanley's material entities against the assets of
Morgan Stanley (other than shares in subsidiaries of Morgan Stanley) are effectively senior to
unsecured obligations of Morgan Stanley. Such unsecured obligations are at risk of absorbing
losses of Morgan Stanley and its subsidiaries. In further development of Morgan Stanley's
SPOE strategy, Morgan Stanley has created a wholly owned, direct subsidiary, MS Holdings
LLC (Funding IHC), to serve as a resolution funding vehicle. Morgan Stanley expects that,
prior to the submission of its 2019 resolution plan by 1 July 2019, Morgan Stanley will
contribute certain of its assets to the Funding IHC and enter into an updated secured amended
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and restated support agreement with the Funding IHC as well as certain other subsidiaries to
facilitate the execution of its SPOE strategy. Similar to the existing secured amended and
restated support agreement, the updated secured amended and restated support agreement will
obligate Morgan Stanley to transfer capital and liquidity, as revised, to the Funding IHC, and
that Morgan Stanley and/or the Funding IHC will recapitalise and provide liquidity to
material entities in the event of Morgan Stanley's material financial distress or failure.
Although an SPOE strategy, whether applied pursuant to Morgan Stanley's resolution plan or
in a resolution proceeding under the orderly liquidation authority, is intended to result in
better outcomes for creditors overall, there is no guarantee that the application of an SPOE
strategy, including the provision of support to Morgan Stanley's material entities pursuant to
the secured amended and restated support agreement, will not result in greater losses for
holders of Morgan Stanley's securities compared to a different resolution strategy for the firm.

Regulators have taken and proposed various actions to facilitate an SPOE strategy under the
U.S. Bankruptcy Code, the orderly liquidation authority or other resolution regimes. For
example, the Federal Reserve requires top-tier bank holding companies of U.S. global
systemically important banks, including Morgan Stanley, to maintain minimum amounts of
equity and eligible long-term debt (total loss-absorbing capacity or TLAC) in order to
ensure that such institutions have enough loss-absorbing resources at the point of failure to be
recapitalised through the conversion of debt to equity or otherwise by imposing losses on
eligible TLAC where the SPOE strategy is used. The combined implication of the SPOE
resolution strategy and the TLAC requirement is that Morgan Stanley's losses will be imposed
on the holders of eligible long-term debt and other forms of eligible TLAC issued by Morgan
Stanley before any losses are imposed on the holders of the debt securities of Morgan
Stanley's operating subsidiaries or before putting U.S. taxpayers at risk.

In addition, certain jurisdictions, including the United Kingdom (U.K.) and other European
Union (E.U.) jurisdictions, have implemented, or are in the process of implementing, changes
to resolution regimes to provide resolution authorities with the ability to recapitalise a failing
entity organised in such jurisdiction by writing down certain unsecured liabilities or
converting certain unsecured liabilities into equity. Such "bail-in" powers are intended to
enable the recapitalisation of a failing institution by allocating losses to its shareholders and
unsecured creditors. Non-U.S. regulators are also considering requirements that certain
subsidiaries of large financial institutions maintain minimum amounts of total loss-absorbing
capacity that would pass losses up from the subsidiaries to Morgan Stanley and, ultimately, to
security holders of Morgan Stanley in the event of failure.

Morgan Stanley may be prevented from paying dividends or taking other capital actions
because of regulatory constraints or revised regulatory capital standards.

Morgan Stanley is subject to comprehensive consolidated supervision, regulation and
examination by the Federal Reserve, which requires Morgan Stanley to submit, on an annual
basis, a capital plan describing proposed dividend payments to shareholders, proposed
repurchases of its outstanding securities and other proposed capital actions that it intends to
take. The Federal Reserve may object to, or otherwise require Morgan Stanley to modify,
such plan, or may object or require modifications to a resubmitted capital plan, any of which
would adversely affect shareholders. In addition, beyond review of the plan, the Federal
Reserve may impose other restrictions or conditions on Morgan Stanley that prevent it from
paying or increasing dividends, repurchasing securities or taking other capital actions that
would benefit shareholders. Finally, the Federal Reserve may change regulatory capital
standards to impose higher requirements that restrict Morgan Stanley's ability to take capital
actions or may modify or impose other regulatory standards that increase Morgan Stanley's
operating expenses and reduce its ability to take capital actions.
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The financial services industry faces substantial litigation and is subject to extensive
regulatory and law enforcement investigations, and Morgan Stanley may face damage to its
reputation and legal liability.

As a global financial services firm, Morgan Stanley faces the risk of investigations and
proceedings by governmental and self-regulatory organisations in all countries in which it
conducts its business. Investigations and proceedings initiated by these authorities may result
in adverse judgments, settlements, fines, penalties, injunctions or other relief. In addition to
the monetary consequences, these measures could, for example, impact Morgan Stanley's
ability to engage in, or impose limitations on, certain of its businesses. These investigations
and proceedings, as well as the amount of penalties and fines sought, continue to impact the
financial services industry and certain U.S. and international governmental entities have
brought criminal actions against, or have sought criminal convictions, pleas or deferred
prosecution agreements from, financial institutions. Significant regulatory or law enforcement
action against Morgan Stanley could materially adversely affect its business, financial
condition or results of operations or cause it significant reputational harm, which could
seriously harm its business. The Dodd-Frank Act also provides compensation to
whistleblowers who present the United States Securities and Exchange Commission (the
SEC) or the United States Commodity Futures Trading Commission (the CFTC) with
information related to securities or commodities law violations that leads to a successful
enforcement action. As aresult of this compensation, it is possible Morgan Stanley could face
an increased number of investigations by the SEC or CFTC.

Morgan Stanley has been named, from time to time, as a defendant in various legal actions,
including arbitrations, class actions and other litigation, as well as investigations or
proceedings brought by regulatory agencies, arising in connection with its activities as a
global diversified financial services institution. Certain of the actual or threatened legal or
regulatory actions include claims for substantial compensatory and/or punitive damages,
claims for indeterminate amounts of damages, or may result in penalties, fines, or other
results adverse to Morgan Stanley. In some cases, the issuers that would otherwise be the
primary defendants in such cases are bankrupt or are in financial distress. In other cases,
including antitrust litigation, Morgan Stanley may be subject to claims for joint and several
liability with other defendants for treble damages or other relief related to alleged
conspiracies involving other institutions. Like any large corporation, Morgan Stanley is also
subject to risk from potential employee misconduct, including non-compliance with policies
and improper use or disclosure of confidential information, or improper sales practices or
conduct.

Morgan Stanley may be responsible for representations and warranties associated with
residential and commercial real estate loans and may incur losses in excess of its reserves.

Morgan Stanley originates loans secured by commercial and residential properties. Further,
Morgan Stanley securitises and trades in a wide range of commercial and residential real
estate and real estate-related whole loans, mortgages and other real estate and commercial
assets and products, including residential and commercial mortgage-backed securities. In
connection with these activities, Morgan Stanley has provided, or otherwise agreed to be
responsible for, certain representations and warranties. Under certain circumstances, Morgan
Stanley may be required to repurchase such assets or make other payments related to such
assets if such representations and warranties were breached. Morgan Stanley has also made
representations and warranties in connection with its role as an originator of certain
commercial mortgage loans that it securitised in commercial mortgage-backed securities.

Morgan Stanley currently has several legal proceedings related to claims for alleged breaches
of representations and warranties. If there are decisions adverse to Morgan Stanley in those
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legal proceedings, it may incur losses substantially in excess of its reserves. In addition,
Morgan Stanley's reserves are based, in part, on certain factual and legal assumptions. If those
assumptions are incorrect and need to be revised, Morgan Stanley may need to adjust its
reserves substantially.

Morgan Stanley's commodities activities and investments subject it to extensive regulation,
and environmental risks and regulation that may expose it to significant costs and
liabilities.

In connection with the commaodities activities in its Institutional Securities business segment,
Morgan Stanley executes transactions involving the storage, transportation and market-
making of several commodities, including metals, natural gas, electric power, environmental
attributes and other commodity products. In addition, Morgan Stanley is an electricity power
marketer in the U.S. and owns a minority interest in Heidmar Holdings LLC, which owns a
group of companies that provide international marine transportation and U.S. marine logistics
services. These activities subject Morgan Stanley to extensive energy, commodities,
environmental, health and safety and other governmental laws and regulations.

Although Morgan Stanley has attempted to mitigate its environmental risks by, among other
measures, limiting the scope of activities involving storage and transportation, adopting
appropriate policies and procedures, and implementing emergency response programs, these
actions may not prove adequate to address every contingency. In addition, insurance covering
some of these risks may not be available, and the proceeds, if any, from insurance recovery
may not be adequate to cover liabilities with respect to particular incidents. As a result,
Morgan Stanley's financial condition, results of operations and cash flows may be adversely
affected by these events.

During the past several years, intensified scrutiny of certain energy markets by federal, state
and local authorities in the U.S. and abroad and by the public has resulted in increased
regulatory and legal enforcement, litigation and remedial proceedings involving companies
conducting the activities in which Morgan Stanley is engaged. In addition, enhanced
regulation of OTC derivatives markets in the U.S. and the E.U., as well as similar legislation
proposed or adopted elsewhere, will impose significant costs and requirements on Morgan
Stanley's commodities derivatives activities. Morgan Stanley may incur substantial costs or
loss of revenue in complying with current or future laws and regulations and its overall
businesses and reputation may be adversely affected by the current legal environment. In
addition, failure to comply with these laws and regulations may result in substantial civil and
criminal fines and penalties.

A failure to address conflicts of interest appropriately could adversely affect Morgan
Stanley's businesses and reputation.

As a global financial services firm that provides products and services to a large and
diversified group of clients, including corporations, governments, financial institutions and
individuals, Morgan Stanley faces potential conflicts of interest in the normal course of
business. For example, potential conflicts can occur when there is a divergence of interests
between Morgan Stanley and a client, among clients, between an employee on the one hand
and Morgan Stanley or a client on the other, or situations in which Morgan Stanley may be a
creditor of a client. Morgan Stanley has policies, procedures and controls that are designed to
identify and address potential conflicts of interest, and utilises various measures, such as the
use of disclosure, to manage these potential conflicts. However, identifying and mitigating
potential conflicts of interest can be complex and challenging and can become the focus of
media and regulatory scrutiny. Indeed, actions that merely appear to create a conflict can put
Morgan Stanley's reputation at risk even if the likelihood of an actual conflict has been
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mitigated. It is possible that potential conflicts could give rise to litigation or enforcement
actions, which may lead to Morgan Stanley's clients being less willing to enter into
transactions in which a conflict may occur and could adversely affect Morgan Stanley's
businesses and reputation.

Morgan Stanley's regulators have the ability to scrutinise its activities for potential conflicts of
interest, including through detailed examinations of specific transactions. For example,
Morgan Stanley's status as a bank holding company supervised by the Federal Reserve
subjects it to direct Federal Reserve scrutiny with respect to transactions between Morgan
Stanley's U.S. Bank Subsidiaries and their affiliates. Further, the Volcker Rule subjects
Morgan Stanley to regulatory scrutiny regarding certain transactions between Morgan Stanley
and its clients.

Uncertainties and ambiguities as to the interpretation and application of the U.S. Tax Cuts
and Jobs Act (Tax Act) could adversely affect Morgan Stanley.

The Tax Act, enacted on 22 December 2017, significantly revised U.S. corporate income tax
law by reducing the corporate income tax rate to 21%, partially or wholly eliminating tax
deductions for certain expenses and implementing a modified territorial tax system. The
modified territorial tax system includes a one-time transition tax on deemed repatriated
earnings of non-U.S. subsidiaries and also imposes a minimum tax on global intangible low
tax income (GILTI) and an alternative base erosion and anti-abuse tax (BEAT) on U.S.
corporations with operations outside of the U.S.

The U.S. Treasury Department has issued regulations on certain provisions in the Tax Act,
some of which are not yet finalised and are therefore subject to change. In addition, there
continue to be a number of uncertainties and ambiguities as to the interpretation and
application of many of the provisions in the Tax Act, including the provisions relating to the
modified territorial tax system, GILTI, and the BEAT. In the absence of further guidance on
these issues, Morgan Stanley use what it believes are reasonable interpretations and
assumptions in applying the Tax Act for purposes of determining its tax balances and results
of operations, which may change as Morgan Stanley receive additional clarification and
implementation guidance and as the interpretation of the Tax Act evolves over time. Morgan
Stanley expects that the U.S. Treasury Department will continue to issue additional guidance
on the application of various provisions in the Tax Act. It is possible that such additional
guidance or positions taken by the IRS in an audit could differ from the interpretations and
assumptions that Morgan Stanley previously made, which could have a material adverse
effect on Morgan Stanley's results of operations and financial condition.

Risk Management

Morgan Stanley's risk management strategies, models and processes may not be fully
effective in mitigating its risk exposures in all market environments or against all types of
risk.

Morgan Stanley has devoted significant resources to develop its risk management capabilities
and expects to continue to do so in the future. Nonetheless, Morgan Stanley's risk
management strategies, models and processes, including its use of various risk models for
assessing market exposures and hedging strategies, stress testing and other analysis, may not
be fully effective in mitigating Morgan Stanley's risk exposure in all market environments or
against all types of risk, including risks that are unidentified or unanticipated. As Morgan
Stanley's businesses change and grow, and the markets in which Morgan Stanley operates
evolve, its risk management strategies, models and processes may not always adapt with those
changes. Some of Morgan Stanley's methods of managing risk are based upon its use of
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observed historical market behaviour and management's judgment. As a result, these methods
may not predict future risk exposures, which could be significantly greater than the historical
measures indicate. In addition, many models Morgan Stanley uses are based on assumptions
or inputs regarding correlations among prices of various asset classes or other market
indicators and therefore cannot anticipate sudden, unanticipated or unidentified market or
economic movements, which could cause Morgan Stanley to incur losses.

Management of market, credit, liquidity, operational, model, legal, regulatory and compliance
risks requires, among other things, policies and procedures to record properly and verify a
large number of transactions and events, and these policies and procedures may not be fully
effective. Morgan Stanley's trading risk management strategies and techniques also seek to
balance its ability to profit from trading positions with its exposure to potential losses. While
Morgan Stanley employs a broad and diversified set of risk monitoring and risk mitigation
techniques, those techniques and the judgments that accompany their application cannot
anticipate every economic and financial outcome or the timing of such outcomes. For
example, to the extent that Morgan Stanley's trading or investing activities involve less liquid
trading markets or are otherwise subject to restrictions on sales or hedging, Morgan Stanley
may not be able to reduce its positions and therefore reduce its risk associated with such
positions. Morgan Stanley may, therefore, incur losses in the course of its trading or investing
activities.

Expected replacement of London Interbank Offered Rate and replacement or reform of
other interest rates could adversely affect Morgan Stanley's business, financial condition
and results of operations.

Central banks around the world, including the Federal Reserve, have commissioned working
groups of market participants and official sector representatives with the goal of finding
suitable replacements for LIBOR and replacements or reforms of other interest rate
benchmarks, such as EURIBOR and EONIA (collectively, the IBORS). It is expected that a
transition away from the widespread use of such rates to alternative rates based on observable
market transactions and other potential interest rate benchmark reforms will occur over the
course of the next few years. For example, the United Kingdom Financial Conduct Authority
(FCA), which regulates LIBOR, has announced that it has commitments from panel banks to
continue to contribute to LIBOR through the end of 2021, but that it will not use its powers to
compel contributions beyond such date. Accordingly, there is considerable uncertainty
regarding the publication of LIBOR beyond 2021.

On 3 April 2018, the Federal Reserve Bank of New York commenced publication of three
reference rates based on overnight U.S. Treasury repurchase agreement transactions,
including the Secured Overnight Financing Rate, which has been recommended as an
alternative to U.S. dollar LIBOR by the Alternative Reference Rates Committee. Further, the
Bank of England is publishing a reformed Sterling Overnight Index Average, comprised of a
broader set of overnight Sterling money market transactions, which has been selected by the
Working Group on Sterling Risk-Free Reference Rates as the alternative rate to Sterling
LIBOR. Central bank-sponsored committees in other jurisdictions, including Europe, Japan
and Switzerland, have, or are expected to, select alternative reference rates denominated in
other currencies.

The market transition away from IBORs to alternative reference rates is complex and could

have a range of adverse impacts on Morgan Stanley's business, financial condition and results
of operations. In particular, any such transition or reform could:
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e adversely impact the pricing, liquidity, value of, return on and trading for a broad
array of financial products, including any IBOR-linked securities, loans and
derivatives that are included in Morgan Stanley's financial assets and liabilities;

e require extensive changes to documentation that governs or references IBOR or
IBOR-based products, including, for example, pursuant to time-consuming
renegotiations of existing documentation to modify the terms of outstanding
securities and related hedging transactions;

e result in inquiries or other actions from regulators in respect of Morgan Stanley's
preparation and readiness for the replacement of IBOR with one or more alternative
reference rates;

e result in disputes, litigation or other actions with counterparties regarding the
interpretation and enforceability of provisions in IBOR-based products such as
fallback language or other related provisions, including in the case of fallbacks to the
alternative reference rates, any economic, legal, operational or other impact resulting
from the fundamental differences between the IBORs and the various alternative
reference rates;

e require the transition and/or development of appropriate systems and analytics to
effectively transition Morgan Stanley's risk management processes from IBOR-based
products to those based on one or more alternative reference rates in a timely manner,
including by quantifying value and risk for various alternative reference rates, which
may prove challenging given the limited history of the proposed alternative reference
rates; and

e cause Morgan Stanley to incur additional costs in relation to any of the above factors.

Depending on several factors including those set forth above, Morgan Stanley's business,
financial condition and results of operations could be materially adversely impacted by the
market transition or reform of certain benchmarks. Other factors include the pace of the
transition to replacement or reformed rates, the specific terms and parameters for and market
acceptance of any alternative reference rate, prices of and the liquidity of trading markets for
products based on alternative reference rates, and Morgan Stanley's ability to transition and
develop appropriate systems and analytics for one or more alternative reference rates.

Competitive Environment

Morgan Stanley faces strong competition from other financial services firms which could
lead to pricing pressures that could materially adversely affect its revenue and profitability.

The financial services industry and all aspects of Morgan Stanley's businesses are intensely
competitive, and Morgan Stanley expects them to remain so. Morgan Stanley competes with
commercial banks, brokerage firms, insurance companies, exchanges, electronic trading and
clearing platforms, financial data repositories, sponsors of mutual funds, hedge funds, energy
companies, financial technology firms and other companies offering financial or ancillary
services in the U.S., globally and digitally or through the internet. Morgan Stanley competes
on the basis of several factors, including transaction execution, capital or access to capital,
products and services, innovation, technology, reputation, risk appetite and price. Over time,
certain sectors of the financial services industry have become more concentrated, as
institutions involved in a broad range of financial services have left businesses, been acquired
by or merged into other firms or have declared bankruptcy. Such changes could result in
Morgan Stanley's remaining competitors gaining greater capital and other resources, such as
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the ability to offer a broader range of products and services and geographic diversity, or new
competitors may emerge. Morgan Stanley has experienced and may continue to experience
pricing pressures as a result of these factors and as some of its competitors seek to obtain
market share by reducing prices or providing more favourable terms of business. In addition,
certain of Morgan Stanley's competitors may be subject to different, and, in some cases, less
stringent, legal and regulatory regimes, than Morgan Stanley is, thereby putting it at a
competitive disadvantage. Some new competitors in the financial technology sector have
sought to target existing segments of Morgan Stanley's businesses that could be susceptible to
disruption by innovative or less regulated business models.

Automated trading markets may adversely affect Morgan Stanley's business and may
increase competition.

Morgan Stanley has experienced intense price competition in some of its businesses in recent
years. In particular, the ability to execute securities, derivatives and other financial instrument
trades electronically on exchanges, swap execution facilities, and other automated trading
platforms has increased the pressure on bid-offer spreads, commissions, markups or
comparable fees. The trend toward direct access to automated, electronic markets will likely
continue and will likely increase as additional markets move to more automated trading
platforms. Morgan Stanley has experienced and it is likely that it will continue to experience
competitive pressures in these and other areas in the future as some of its competitors may
seek to obtain market share by reducing bid-offer spreads, commissions, markups or
comparable fees.

Morgan Stanley’s ability to retain and attract qualified employees is critical to the success
of its business and the failure to do so may materially adversely affect its performance.

Morgan Stanley's people are its most important resource and competition for qualified
employees is intense. If Morgan Stanley is unable to continue to attract and retain highly
qualified employees, or do so at levels or in forms necessary to maintain its competitive
position, or if compensation costs required to attract and retain employees become more
expensive, Morgan Stanley's performance, including its competitive position, could be
materially adversely affected. The financial industry has experienced and may continue to
experience more stringent regulation of employee compensation, including limitations
relating to incentive-based compensation, clawback requirements and special taxation, which
could have an adverse effect on Morgan Stanley's ability to hire or retain the most qualified
employees.

International Risk

Morgan Stanley is subject to numerous political, economic, legal, tax, operational,
franchise and other risks as a result of its international operations which could adversely
impact its businesses in many ways.

Morgan Stanley is subject to political, economic, legal, tax, operational, franchise and other
risks that are inherent in operating in many countries, including risks of possible
nationalisation, expropriation, price controls, capital controls, exchange controls, increased
taxes and levies and other restrictive governmental actions, as well as the outbreak of
hostilities or political and governmental instability. In many countries, the laws and
regulations applicable to the securities and financial services industries are uncertain and
evolving, and it may be difficult for Morgan Stanley to determine the exact requirements of
local laws in every market. Morgan Stanley's inability to remain in compliance with local
laws in a particular market could have a significant and negative effect not only on its
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business in that market but also on its reputation generally. Morgan Stanley is also subject to
the risk that transactions it structures might not be legally enforceable in all cases.

Various emerging market countries have experienced severe political, economic or financial
disruptions, including significant devaluations of their currencies, defaults or potential
defaults on sovereign debt, capital and currency exchange controls, high rates of inflation and
low or negative growth rates in their economies. Crime and corruption, as well as issues of
security and personal safety, also exist in certain of these countries. These conditions could
adversely impact Morgan Stanley's businesses and increase volatility in financial markets
generally.

The emergence of a disease pandemic or other widespread health emergency, or concerns
over the possibility of such an emergency as well as natural disasters, terrorist activities or
military actions, could create economic and financial disruptions in emerging markets and
other areas throughout the world, and could lead to operational difficulties (including travel
limitations) that could impair Morgan Stanley's ability to manage its businesses around the
world.

As a U.S. company, Morgan Stanley is required to comply with the economic sanctions and
embargo programs administered by the U.S. Treasury's Office of Foreign Assets Control and
similar multi-national bodies and governmental agencies worldwide, as well as applicable
anti-corruption laws in the jurisdictions in which Morgan Stanley operates, such as the U.S.
Foreign Corrupt Practices Act and the United Kingdom Bribery Act. A violation of a
sanction, embargo program, or anti-corruption law could subject Morgan Stanley, and
individual employees, to a regulatory enforcement action as well as significant civil and
criminal penalties.

The U.K.'s anticipated withdrawal from the E.U. could adversely affect Morgan Stanley
and MSIP.

It is difficult to predict the future of the U.K.’s relationship with the E.U., the uncertainty of
which may increase the volatility in the global financial markets in the short- and medium-
term and may negatively disrupt regional and global financial markets. Additionally,
depending on the outcome, such uncertainty may adversely affect the manner in which
Morgan Stanley and MSIP operate certain of their businesses in Europe.

On 23 June 2016, the U.K. electorate voted to leave the E.U. On 29 March 2017, the U.K.
invoked Article 50 of the Lisbon Treaty, which triggered a two-year period, subject to
extension (which would need the unanimous approval of the E.U. Member States), during
which the U.K. government negotiated a form of withdrawal agreement with the E.U. The
U.K. government and the E.U. have agreed to delay the U.K.’s scheduled withdrawal from
the E.U. until 31 October 2019. Absent any further changes to this time schedule, the U.K. is
expected to leave the E.U. by 31 October 2019 at the latest.

The proposed withdrawal agreement includes a transition period until December 2020 and
provides that the U.K. will leave the E.U. single market and will seek a phased period of
implementation for a new U.K.- E.U. relationship that may cover the legal and regulatory
framework applicable to financial institutions with significant operations in Europe, such as
the Firm.

The withdrawal agreement was rejected by the U.K. Parliament on 15 January 2019 and on

two subsequent occasions. As a result, the terms and conditions of the anticipated withdrawal
from the E.U. remain uncertain. Discussions are ongoing within the U.K. Parliament on the
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negotiated withdrawal agreement and the alternatives to it, and between the U.K. government
and the E.U.

The ongoing political uncertainty in relation to the proposed withdrawal agreement in the
U.K. means there is a risk that these arrangements may not be ready for implementation by 31
October 2019 or that there will be no transition period. Potential effects of the U.K. exit from
the E.U. and potential mitigation actions may vary considerably depending on the timing of
withdrawal, the nature of any transition, implementation or successor arrangements, and the
future trading arrangements between the U.K. and the E.U.

If the withdrawal agreement (or any alternative agreement) is not agreed and as a result no
transition period applies, Morgan Stanley's U.K. licensed entities (including MSIP) may be
unable to rely on E.U. passporting rights to provide services in a number of E.U. jurisdictions
beginning on the date the U.K. leaves the E.U., absent further regulatory relief. Even if a
transition period is agreed, Morgan Stanley's U.K. licensed entities (including MSIP) may
lose their rights to provide services in a number of E.U. jurisdictions after such transition
period unless the new U.K.-E.U. relationship provides for such rights.

In order to prepare for this risk, Morgan Stanley and MSIP are taking steps to make changes
to their European operations in an effort to ensure that they can continue to provide cross-
border banking and investment and other services in E.U. Member States without the need for
separate regulatory authorisations in each member state.

These changes include use of a new licenced investment firm, Morgan Stanley Europe S.E
(MSESE) based in Germany, which will passport throughout the EU and serve EU-based
clients where required; and the existing EU German licensed bank Morgan Stanley Bank AG
(MSBAG), which will provide licensable banking activities where required. In addition, a
new holding company for this structure has been incorporated, Morgan Stanley Europe
Holding SE (MSEHSE). The Morgan Stanley Group will also serve EU clients out of
branches of these entities in the EU and existing regulated entities in France and Spain as
necessary.

The Morgan Stanley Group is continuing to build out the capabilities of these entities,
including engagement with clients and local regulators. The Morgan Stanley Group also
expects to continue to add personnel to certain existing offices in the EU. Certain of these
personnel may be transferred from MSIP, including its EU branches.

Certain activities currently transacted by the MSIP Group including cash and derivatives
trading with these clients have moved, or may in future move, to these additional entities,
including cash and derivative trading and capital markets activities moving from the MSIP to
MSESE. The extent and timing of these moves will depend on client preferences and on
licencing rules, which in turn will depend on the form of any withdrawal or transition
agreement.

As part of the MSIP Group’s Brexit planning to achieve the strategy mentioned above, the
MSIP Group has made certain entity structure changes. On 1 November 2018, MSIP
transferred its investment in MS France Holdings | S.A.S and its subsidiaries (MS France
Group) to Morgan Stanley Investments (UK) (MSIUK), MSIP’s parent undertaking. On 1
March 2019, MSIP transferred its investments in MSEHSE and MSESE to MSIUK.

However, following the reorganisations mentioned above, the MSIP Group’s principal
activity and risks remain unchanged and while some business and client activity may be
transferred from the MSIP Group to other Morgan Stanley Group entities that operate within
the EU, the majority of current profitability and balance sheet remain within the MSIP Group.
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However, as a result of the political uncertainty described above, it is currently unclear what
the final post-Brexit structure of Morgan Stanley's and MSIP’s European operations will be.
Given the potential negative disruption to regional and global financial markets, and
depending on the extent to which Morgan Stanley and MSIP may be required to make
material changes to their European operations beyond those currently planned, Morgan
Stanley’s and MSIP's results of operations and business prospects could be negatively
affected.

Acquisition, Divestiture and Joint Venture Risk

Morgan Stanley may be unable to fully capture the expected value from acquisitions,
divestitures, joint ventures, minority stakes or strategic alliances.

In connection with past or future acquisitions, divestitures, joint ventures, minority stakes or
strategic alliances (including with Mitsubishi UFJ Financial Group, Inc.), Morgan Stanley
faces numerous risks and uncertainties combining, transferring, separating or integrating the
relevant businesses and systems, including the need to combine or separate accounting and
data processing systems and management controls and to integrate relationships with clients,
trading counterparties and business partners. In the case of joint ventures and minority stakes,
Morgan Stanley is subject to additional risks and uncertainties because it may be dependent
upon, and subject to liability, losses or reputational damage relating to, systems, controls and
personnel that are not under its control.

In addition, conflicts or disagreements between Morgan Stanley and any of its joint venture
partners may negatively impact the benefits to be achieved by the relevant joint venture.

There is no assurance that any of Morgan Stanley's acquisitions or divestitures will be
successfully integrated or disaggregated or yield all of the positive benefits anticipated. If
Morgan Stanley is not able to integrate or disaggregate successfully its past and future
acquisitions or dispositions, there is a risk that its results of operations, financial condition
and cash flows may be materially and adversely affected.

Certain of Morgan Stanley's business initiatives, including expansions of existing businesses,
may bring Morgan Stanley into contact, directly or indirectly, with individuals and entities
that are not within its traditional client and counterparty base and may expose it to new asset
classes and new markets. These business activities expose Morgan Stanley to new and
enhanced risks, greater regulatory scrutiny of these activities, increased credit-related,
sovereign and operational risks, and reputational concerns regarding the manner in which
these assets are being operated or held.

Risk factors specific to MSBV and MSI plc

All material assets of MSBV are obligations of one or more companies in the Morgan
Stanley Group and MSBV's ability to perform its obligations is dependent upon such
companies fulfilling their obligations to MSBV.

All material assets of MSBV are obligations of (or securities issued by) one or more Morgan
Stanley Group companies. If any of these Morgan Stanley Group companies incurs losses
with respect to any of its activities (irrespective of whether those activities relate to MSBV or
not) the ability of such company to fulfil its obligations to MSBV could be impaired, thereby
exposing holders of securities issued by MSBV to a risk of loss. Should this circumstance
materialise, the payment obligations of MSBV under the terms of the securities would be
guaranteed by Morgan Stanley.
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Risks relating to insolvency proceedings in the Netherlands.

The validity or enforceability of any documents or any legal act (rechtshandeling) forming
part thereof or contemplated thereby in relation to any securities issued by MSBV are subject
to and limited by the protection afforded by Netherlands law to creditors whose interests have
been adversely affected pursuant to the rules of Netherlands law relating to (x) unlawful acts
(onrechtmatige daden) based on Section 6:162 et seq. of the Netherlands Civil Code
(Burgerlijk Wetboek) and (y) fraudulent conveyance or preference (actio pauliana) within the
meaning of Section 3:45 of the Netherlands Civil Code (Burgerlijk Wetboek). Furthermore, in
the event of any insolvency proceedings being opened in the Netherlands in relation to
MSBYV, Dutch laws in relation to bankruptcy proceedings, in particular Section 42 et seq. of
the Netherlands Bankruptcy Act (Faillissementswet) in relation to fraudulent conveyance or
preference (actio pauliana) would apply.

There are substantial inter-relationships between MSI plc and other Morgan Stanley
Group companies.

Morgan Stanley is the holding company of a global financial services group. MSI plc is one
of the principal operating companies in the Morgan Stanley Group. MSI plc itself provides a
wide range of financial and securities services. There are substantial inter-relationships
between MSI plc and Morgan Stanley as well as other companies in the Morgan Stanley
Group, including the provision of funding, capital, services and logistical support to or by
MSI plc, as well as common or shared business or operational platforms or systems, including
employees. As a consequence of such inter-relationships, and of the participation of both
MSI plc and other Morgan Stanley Group companies in the global financial services sector,
factors which could affect the business and condition of Morgan Stanley or other companies
in the Morgan Stanley Group may also affect the business and condition of MSI plc. Any
such effect could be direct, for example, where economic or market factors directly affect the
markets in which MSI plc and other companies in the Morgan Stanley Group operate, or
indirect, for example where any factor affects the ability of other companies in the Morgan
Stanley Group to provide services or funding or capital to MSI plc or, directly or indirectly, to
place business with MSI plc. Similarly, any development affecting the reputation or standing
of Morgan Stanley or other companies in the Morgan Stanley Group may have an indirect
effect on MSI plc. Such inter-relationships should therefore be taken into account in any
assessment of MSI pilc.

No guarantee.

Notes issued by MSI plc will not be guaranteed by Morgan Stanley. Although Morgan
Stanley has in the past provided financial support to MSI plc through capital injection and
debt financing, there is no assurance that it will do so in the future.

Risk is an inherent part of both Morgan Stanley's and the MSI plc Group's (as defined below)
business activity and is managed by the MSI plc Group within the context of the broader
Morgan Stanley Group. The Morgan Stanley Group seeks to identify, assess, monitor and
manage each of the various types of risk involved in its activities on a global basis, in
accordance with defined policies and procedures and in consideration of the individual legal
entities. The MSI plc Group's own risk management policies and procedures are consistent
with those of the Morgan Stanley Group.
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Applicable Resolution Powers

Powers under the Banking Act 2009.

MSI plc, as an investment firm for the purposes of the Banking Act 2009 (the Banking Act),
is subject to provisions of that Act which give wide powers in respect of U.K. banks and
investment firms (such as MSI plc) to HM Treasury, the Bank of England, the Prudential
Regulation Authority and the FCA (each a relevant U.K. Regulatory Authority) in
circumstances where the relevant U.K. bank or investment firm (a "relevant financial
institution”) is failing or is likely to fail. The Banking Act implements the provisions of
Directive 2014/59/EU (the Bank Recovery and Resolution Directive or BRRD).

These powers include powers to: (a) transfer all or some of the liability in respect of the
securities issued by a relevant financial institution, or all or some of the property, rights and
liabilities of a relevant financial institution (which could include instruments issued by MSI pk
and guarantee liabilities of MSI plc), to a commercial purchaser or, in the case of securities, to
HM Treasury or an HM Treasury nominee, or, in the case of property, rights or liabilities, to an
entity owned by the Bank of England; (b) override any default provisions in contracts or other
agreements, including provisions that would otherwise allow a party to terminate a contract or
accelerate the payment of an obligation; (c) commence certain insolvency procedures in
relation to a relevant financial institution; and (d) override, vary or impose contractual
obligations, for reasonable consideration, between a relevant financial institution and its
parent, in order to enable any transferee or successor of the relevant financial institution to
operate effectively. The Banking Act also gives power to HM Treasury to make further
amendments to the law for the purpose of enabling it to use the special resolution regime
powers effectively, potentially with retrospective effect.

By reason of its group relationship with certain other Morgan Stanley Group companies
(including companies incorporated outside the U.K.) which are banks, investment firms, EU
institutions or third—country institutions for the purposes of the Banking Act, MSI plc is a
banking group company within the meaning of the Banking Act. Accordingly, the relevant
U.K. Regulatory Authority can exercise substantially similar special resolution powers in
respect of MSI plc in its capacity as a banking group company where the Prudential Regulation
Authority, an EU resolution authority or third country authority having jurisdiction over the
relevant Morgan Stanley Group company is satisfied that such Morgan Stanley Group
company meets the relevant conditions for resolution action (including that it is failing or
likely to fail, that it is not reasonably likely that other measures would prevent its failure, and
that it is in the public interest to exercise those powers) or that it satisfies an equivalent test in
the relevant jurisdiction (irrespective of whether at that time MSI plc is failing or likely to fail).
Additionally, where a relevant third country Morgan Stanley Group company becomes subject
to resolution or similar measures, the relevant U.K. Regulatory Authority may recognise the
application of some of those measures to MSI plc (irrespective of whether at that time MSI pic
is failing or likely to fail).

Bail-in Power.

The powers granted to the relevant U.K. Regulatory Authority include (but are not limited to) a
"bail-in" power.

The "bail-in" power gives the relevant U.K. Regulatory Authority the power, in relation to a
failing relevant financial institution or a banking group company in respect of a bank,
investment firm, EU institution or third-country institution (whether or not incorporated in the
U.K.) which is failing or likely to fail, to cancel all or a portion of certain of its unsecured
liabilities and/or to convert certain of its liabilities into another security, including ordinary

- 48 -



shares of the surviving entity, if any. Under the Banking Act, such power could be utilised in
relation to MSI plc were it to be failing or likely to fail, or were a bank, investment firm, EU
institution or third-country institution (whether or not incorporated in the U.K.) in respect of
which MSI plc is a banking group company to be failing or likely to fail. Were such power to
be utilised in relation to MSI plc, it could be utilised in relation to securities issued by MSI plc
or guarantee liabilities of MSI plc.

The Banking Act requires the relevant U.K. Regulatory Authority to apply the "bail-in" power
in accordance with a specified preference order which differs from the ordinary insolvency
order. In particular, the relevant U.K. Regulatory Authority must write-down or convert debts
in the following order: (i) additional tier 1, (ii) tier 2, (iii) other subordinated claims and (iv)
eligible senior claims.

Although the exercise of the bail-in power under the Banking Act is subject to certain pre-
conditions, there remains uncertainty regarding the specific factors (including, but not limited
to, factors outside the control of MSI plc or not directly related to MSI plc) which the relevant
U.K. Regulatory Authority would consider in deciding whether to exercise such power with
respect to MSI plc and its securities or other liabilities. Moreover, as the relevant U.K.
Regulatory Authority may have considerable discretion in relation to how and when it may
exercise such power, holders of securities issued or guaranteed by MSI plc may not be able to
refer to publicly available criteria in order to anticipate a potential exercise of such power and
consequently its potential effect on MSI plc and securities issued or guaranteed by MSI plc.

Other powers.

As wellas a "bail-in" power, the powers of the relevant U.K. Regulatory Authority under the
Banking Act include broad powers to (i) direct the sale of the relevant financial institution or
the whole or part of its business on commercial terms without requiring the consent of the
shareholders or complying with the procedural requirements that would otherwise apply, (ii)
transfer all or part of the business of the relevant financial institution to a "bridge institution"
(an entity created for such purpose that is wholly or partially in public control) and (iii)
separate assets by transferring impaired or problem assets to one or more publicly owned asset
management vehicles to allow them to be managed with a view to maximising their value
through eventual sale or orderly wind-down (this can be used together with another resolution
tool only). The Bank of England has broad powers to make one or more share transfer
instruments (in the case of a transfer to a private sector purchaser described in (i) or a transfer
to a "bridge institution™ in the case of (ii)) or one or more property transfer instruments (in all
three cases). Atransfer pursuant to a share transfer instrument or a property transfer instrument
will take effect despite any restriction arising by virtue of contract or legislation or in any other
way.

In addition, the Banking Act gives the relevant U.K. Regulatory Authority power to amend the
maturity date and/or any interest payment date of debt instruments or other eligible liabilities
of the relevant financial institution and/or impose a temporary suspension of payments and/or
discontinue the listing and admission to trading of debt instruments.

The Banking Act provides that HM Treasury must, in making regulations about compensation
arrangements in the case of the exercise of a bail-in power, have regard to the "no creditor
worse off" principle, and HM Treasury has made regulations governing compensation
arrangements upon the exercise of a bail-in power. Notwithstanding the foregoing, the exercise
by the relevant U.K. Regulatory Authority of any of the above powers under the Banking Act
(including especially the bail-in power) could lead to the holders of securities issued or
guaranteed by MSI plc losing some or all of their investment. Moreover, trading behaviour in
relation to the securities issued or guaranteed by MSI plc, including market prices and
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volatility, may be affected by the use or any suggestion of the use of these powers and
accordingly, in such circumstances, such securities are not necessarily expected to follow the
trading behaviour associated with other types of securities. There can be no assurance that the
taking of any actions under the Banking Act by the relevant U.K. Regulatory Authority or the
manner in which its powers under the Banking Act are exercised will not materially adversely
affect the rights of holders of securities issued or guaranteed by MSI plc, the market value of
an investment in such securities and/or MSI plc's ability to satisfy its obligations under, or
under its guarantee of, such securities.

Extraordinary public financial support to be used only as a last resort.

Subject to certain conditions being met, the BRRD also makes provision for extraordinary
public financial support to be provided to an institution subject to resolution in the form of
provision of capital to such institution in exchange for common equity tier 1 instruments,
additional tier 1 instruments or tier 2 instruments or in the form of taking such institution
into temporary public ownership. However, such extraordinary public financial support
should only be used as a last resort. Therefore, if MSI plc is subject to resolution, the
relevant UK Regulatory Authority is only likely (if at all) to provide extraordinary public
financial support only after it has assessed and exploited, to the maximum extent practicable,
all other applicable resolution tools described above.

Risk Factors relating to the Notes

The Issuers may issue Notes with principal and/or interest determined by reference to one or
more shares, indices, exchange traded funds (ETFs), currency pairs, inflation indices, funds,
futures contracts and/or interest rates (each, a Relevant Underlying).

Notes linked to one or more shares, indices, exchange traded funds, currencies, inflation
indices, funds and/or futures contracts.

Potential investors should be aware that:

they may lose all or a substantial portion of their principal or investment, depending on
the performance of each Relevant Underlying;

the market price of such Notes may be very volatile;
investors in Notes may receive no interest;

payment or payment of principal or interest, if applicable, may occur at a different time or in a
different currency than expected;

a Relevant Underlying may be subject to significant fluctuations that may not correlate with
changes in shares prices, indices, prices of exchange traded fund interests, currencies,
inflation indices, prices of fund interests or settlement prices of futures contracts;

if a Relevant Underlying is applied to Notes in conjunction with a multiplier greater than one
or such Relevant Underlying contains some other leverage factor, the effect of changes in the
Relevant Underlying on principal or interest payable on such Notes is likely to be magnified,;
and

the timing of changes in a Relevant Underlying may affect the actual yield to investors, even
if the average level is consistent with their expectations. In general, the earlier the change in
the Relevant Underlying, the greater the effect on yield.
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The Notes may not be a suitable investment for all investors

An investment in the Notes entails certain risks, which vary depending on the specification
and type or structure of the Notes.

Each potential investor should determine whether an investment in the Notes is appropriate in
its particular circumstances. An investment in the Notes requires a thorough understanding of
the nature of the relevant transaction. Potential investors should be experienced with respect
to an investment in the Notes and be aware of the related risks.

An investment in the Notes is only suitable for potential investors who:

have the requisite knowledge and experience in financial and business matters to evaluate the
merits and risks of an investment in the Notes and the information contained or incorporated
by reference into this document;

have access to, and knowledge of, appropriate analytical tools to evaluate such merits and
risks in the context of the potential investor's particular financial situation and to evaluate the
impact the Notes will have on their overall investment portfolio;

understand thoroughly the terms of the Notes and are familiar with the behaviour of the
Relevant Underlying and financial markets;

are capable of bearing the economic risk of an investment in the Notes until the maturity date
of the Notes;

recognise that it may not be possible to dispose of the Notes for a substantial period of time, if
at all before the maturity date; and

are familiar with the behaviour of the Relevant Underlying and relevant financial markets and
be able to evaluate (either alone or with the help of a financial and legal adviser) possible
scenarios for economic, interest rate and other factors that may affect its investment and its
ability to bear the applicable risks.

The Notes are complex financial instruments. Sophisticated institutional investors generally
do not purchase complex financial instruments as stand-alone investments. They purchase
complex financial instruments as a way to reduce risk or enhance yield with an understood,
measured, appropriate addition of risk to their overall portfolios. A potential investor should
not invest in the Notes unless such potential investor has the expertise (either alone or with a
financial and legal adviser) to evaluate how the Notes will perform under changing
conditions, the resulting effects on the value of the Notes and the impact this investment will
have on the potential investor's overall investment portfolio.

The Notes are not ordinary debt securities

The terms of certain Notes differ from those of ordinary debt securities because the Notes
may not pay interest on maturity, depending on the performance of the Relevant Underlying
may return less than the amount invested or nothing, or may return assets or securities of an
issuer that is not affiliated with the Issuer, the value of which is less than the amount invested.
Prospective investors who consider purchasing the Notes should reach an investment decision
only after carefully considering the suitability of the Notes in light of their particular
circumstances. The price of the Notes may fall in value as rapidly as it may rise, and
investors in the Notes may potentially lose all of their investment.
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The value of the Notes linked to the Relevant Underlying may be influenced by
unpredictable factors

The value of the Notes may be influenced by several factors beyond the Issuer's, and/or its
Affiliates' and, where applicable, the Guarantor's control including:

Valuation of the Relevant Underlying. The market price or value of a Note at any time is
expected to be affected primarily by changes in the price, level, or value of the Relevant
Underlying to which the Notes are linked. It is impossible to predict how the price, level, or
value of the Relevant Underlying will vary over time. The historical performance value (if
any) of the Relevant Underlying does not indicate the future performance of the Relevant
Underlying. Factors which may have an effect on the price, level, or value of the Relevant
Underlying include the rate of return of the Relevant Underlying and, where relevant, the
financial position and prospects of the issuer of the Relevant Underlying, the market price,
level or value of the applicable underlying share, index, ETF, currency pair, inflation index or
rate, fund, futures contract or basket of shares, indices, ETFs, currency pairs, inflation indices,
funds or futures contracts (or combinations of the foregoing). In addition, the price, level, or
value of the Relevant Underlying may depend on a number of inter-related factors, including
economic, financial and political events and their effect on the capital markets generally and
relevant stock exchanges. Potential investors should also note that whilst the value of the
Notes is linked to the Relevant Underlying and will be influenced (positively or negatively)
by the Relevant Underlying, any change may not be comparable and may be disproportionate.
Itis possible that while the Relevant Underlying is increasing in value, the value of the Notes
may fall. Further, the Terms and Conditions of the Notes will allow the Determination Agent
to make adjustments or take any other appropriate action if circumstances occur where the
Notes or any exchanges or price sources are affected by market disruption, adjustment events
or circumstances affecting normal activities;

Volatility. The term volatility refers to the actual and anticipated frequency and magnitude of
changes of the market price, level or value with respect to a Relevant Underlying. Volatility
is affected by a number of factors such as macroeconomic factors (i.e. those economic factors
which have broad economic effects), speculative trading and supply and demand in the
options, futures and other derivatives markets. Volatility of a Relevant Underlying will move
up and down over time (sometimes more sharply than at other times) and different Relevant
Underlyings will most likely have separate volatilities at any particular time;

Dividend Rates and other Distributions. The value of certain Equity-Linked Notes, Fund-
Linked Notes and certain Futures Contract-Linked Notes could, in certain circumstances, be
affected by fluctuations in the actual or anticipated rates of dividend (if any) or other
distributions on a Relevant Underlying;

Interest Rates. Investments in the Notes may involve interest rate risk. The interest rate level
may fluctuate on a daily basis and cause the value of the Notes to change on a daily basis.
The interest rate risk is a result of the uncertainty with respect to future changes of the market
interest rate level. In general, the effects of this risk increase as the market interest rates
increase;

Remaining Term. Generally, the effect of pricing factors over the term of the Notes will
decrease as the maturity date approaches. However, this reduction in the effect of pricing
factors will not necessarily develop consistently up until the maturity date, but may undergo
temporary acceleration and/or deceleration. Even if the price, level or value of the Relevant
Underlying rises or falls there may a reduction or increase, as the case may be, in the value of
the Notes due to the other value determining factors. Given that the term of the Notes is
limited, investors cannot rely on the price, level or value of the Relevant Underlying or the
value of the Notes recovering again prior to maturity;
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Creditworthiness. Any prospective investor who purchases the Notes is relying upon the
creditworthiness of the Issuer and/or the Guarantor, if applicable, and has no rights against
any other person. If the Issuer and/or the Guarantor, if applicable, becomes insolvent,
investors may suffer potential loss of their entire investment irrespective of any favourable
development of the other value determining factors, such as a Relevant Underlying; and

Exchange Rates. Even where payments in respect of the Notes are not expressly linked to a
rate or rates of exchange between currencies, the value of the Notes could, in certain
circumstances, be affected by such factors as fluctuations in the rates of exchange between
any currency in which any payment in respect of the Notes is to be made and any currency in
which a Relevant Underlying is traded, appreciation or depreciation of any such currencies
and any existing or future or governmental or other restrictions on the exchangeability of such
currencies. There can be no assurance that rates of exchange between any relevant currencies
which are current rates at the date of issue of the Notes will be representative of the relevant
rates of exchange used in computing the value of the Notes at any time thereafter.

Some or all of the above factors will influence the price that investors will receive if an
investor sells its Notes prior to maturity which is usually referred to as "secondary market
practice”. For example, investors may have to sell certain Notes at a substantial discount from
the principal amount or investment amount if the market price, level or value of the applicable
Relevant Underlying is at, below, or not sufficiently above the initial market price, level or
value or if market interest rates rise. The secondary market price of the Notes may be lower
than the market value of the issued Notes as at the Issue Date to take into account, amongst
other things, amounts paid to distributors and other intermediaries relating to the issue and
sale of the Notes and amounts relating to the hedging of the Issuer's obligations. As a result of
all of these factors, any investor that sells the Notes before the stated expiration or maturity
date, may receive an amount in the secondary market which may be less than the then
intrinsic market value of the Notes and which may also be less than the amount the investor
would have received had the investor held the Notes through to maturity.

Financial Transaction Tax (FTT) Risk

On 14 February 2013, the European Commission published a proposal (the Commission’s
Proposal) for a Directive for acommon FTT in Austria, Belgium, Estonia, France, Germany,
Greece, Italy, Portugal, Slovenia, Slovakia and Spain (the participating Member States). In
March 2016, Estonia stated its withdrawal from enhanced cooperation so that it will no longer
be a participating Member State.

The Commission's Proposal has very broad scope and could, if introduced, apply to certain
dealings in Notes (including secondary market transactions) in certain circumstances. The
issuance and subscription of Notes should, however, be exempt.

Under the Commission's Proposal, FTT could apply in certain circumstances to persons both
within and outside of the participating Member States. Generally, it would apply to certain
dealings in Notes where at least one party is a financial institution, and at least one party is
established in a participating Member State. A financial institution may be, or be deemed to
be, "established" in a participating Member State in a broad range of circumstances, including
(a) by transacting with a person established in a participating Member State or (b) where the
financial instrument which is subject to the dealings is issued in a participating Member State.

However, the FTT proposal remains subject to negotiation between the participating Member
States. It may therefore be altered prior to any implementation, the timing of which remains
unclear. Additional EU Member States may decide to participate. Prospective holders of
Notes are advised to seek their own professional advice in relation to the FTT.
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If, on or after the Trade Date, due to the implementation of the proposed Financial
Transaction Tax or otherwise by the adoption of or any change in any applicable law or
regulation (including, without limitation, any law or regulation implementing a system of
financial transaction tax in any jurisdiction, including the European Union, relating to any tax
payable in respect of the transfer of, or entry into or modification or unwind of, any financial
instruments), the Issuer determines that it (directly or through an Affiliate) would incur or has
incurred a materially increased amount of tax, transfer tax, duty, stamp duty, stamp duty
reserve tax, expense or fee (other than brokerage commissions) in relation to its obligations
under the Notes or its related hedge positions (Additional Tax), the Issuer may (if the
Conditions of the Notes so allow) adjust the Conditions of the Notes to reduce the amount
otherwise payable under the Notes to holders of such Notes in order to pass on to the holders
of such Notes the full amount of such Additional Tax incurred by the Issuer directly or
through such Affiliate.

Credit risk

The obligations of the Issuers under the Notes and of the Guarantor under the Guarantee are
unsecured. Noteholders bear the credit risk of the Issuer and/or, if applicable, the Guarantor,
that is the risk that the relevant Issuer and/or, if applicable, the Guarantor, is not able to meet
its obligations under such Notes, irrespective of whether such Notes are referred to as capital
or principal protected or how any principal, interest or other payments under such Notes are
to be calculated. Any rating of the relevant Issuer or the Guarantor reflects the independent
opinion of the relevant rating agency and is not a guarantee of the credit quality of such Issuer
or of the Guarantor.

Discretionary Determinations

The Issuer and the Determination Agent have certain discretions under the terms of the Notes
following events or circumstances occurring in relation to a Relevant Underlying, including to
defer valuations, make adjustments to the terms and conditions of such Notes and/or to
redeem such Notes other than on the originally designated date of redemption. Such
discretion is necessary as such events and circumstances may not be foreseen at the Trade
Date of the relevant Notes but impact the economic or other terms of the Notes. For example,
it may not be reasonably practicable or appropriate for certain valuations to be carried out in
relation to the Notes without the exercise of the discretion. Furthermore, such events and
circumstances may not be reflected in the pricing of the Notes and/or any arrangements
entered into by the Issuer and/or any of its Affiliates to hedge obligations under Notes and,
accordingly, without such discretion to adjust the terms of the Notes the Issuer may not have
been able to issue the Notes on the terms applicable on the Issue Date or at all.

Limited Events of Default under the Notes

Events of Default with respect to Notes are limited to (i) a failure to pay, by the relevant
Issuer or the Guarantor, as the case may be, any amount of principal or interest in respect of
the Notes within thirty days of the due date for payment thereof, or (ii) the bankruptcy,
insolvency or reorganisation of the relevant Issuer, all as further described under Condition
18.

The Notes will not have the benefit of any cross-default or cross-acceleration with other
indebtedness of MSIP, MSBV or Morgan Stanley, as applicable. Other than the covenant to
pay, there are no covenants under the Notes and a breach of any obligations under the Notes
other than a failure to pay (as detailed above) by MSIP, MSBV or Morgan Stanley, as Issuer,
does not constitute an event of default under the Notes. In addition, a breach of any
obligations under the Notes other than a failure to pay (as detailed above) by Morgan Stanley
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as guarantor, or an event of bankruptcy, insolvency or reorganization of Morgan Stanley as
guarantor, does not constitute an event of default with respect to any Notes issued by MSBV.
As a result, in such circumstances Noteholders will not be able to declare the Notes
immediately due and payable pursuant to the Terms and Conditions of the Notes.

In addition, certain considerations regarding the use of the Notes as hedging instruments

Any person intending to use the Notes as a hedge instrument should recognise the “correlation
risk" of doing this. Correlation risk is the potential differences in exposure for a potential
investor that may arise from the ownership of more than one financial instrument. The Notes
may not hedge exactly a Relevant Underlying or portfolio of which a Relevant Underlying
forms a part. In addition, it may not be possible to liquidate the Notes at a price which
directly reflects the price, level or value of the Relevant Underlying or portfolio of which the
Relevant Underlying forms a part. Potential investors should not rely on the ability to
conclude transactions during the term of the Notes to offset or limit the relevant risks.
This depends on the marketsituation and the specific Relevant Underlying conditions.
Itis possible that such transactions will only be concluded at an unfavourable market
price, resulting in a corresponding loss for the Noteholder.

Effect on the Notes of hedging transactions by the Issuer

The Issuer may use a portion of the total proceeds from the issue of the Notes for transactions
to hedge the risks of the Issuer relating to the Notes. In such case, the Issuer or any of its
Affiliates may conclude transactions that correspond to the obligations of the Issuer under the
Notes. As arule, such transactions are concluded prior to or on the Issue Date, but it is also
possible to conclude such transactions after issue of the Notes. On or before a valuation date,
the Issuer or any of its Affiliates may take the steps necessary for closing out any hedging
transactions. It cannot, however, be ruled out that the price, level or value of a Relevant
Underlying will be influenced by such transactions. Entering into or closing out these
hedging transactions may influence the probability of occurrence or non-occurrence of
determining events in the case of Notes with a value based on the occurrence of a certain
event in relation to a Relevant Underlying.

Notes linked to a single emerging market share, a single emerging market index, or a single
emerging market ETF or one more emerging market funds, or a basket of shares or a
basket of indices composed, in part or in whole, of emerging market shares or a basket of
ETFs composed, in part of in whole, of emerging market funds or ETFs or futures
contracts linked to any of the foregoing.

Fluctuations in the trading prices of the underlying emerging market share will affect the
value of Equity-Linked Notes, Fund-Linked Notes or Futures Contract-Linked Notes where
the underlying asset is such a share. Changes may result over time from the interaction of
many factors directly or indirectly affecting economic and political conditions in the related
countries or member nations, including economic and political developments in other
countries. Of particular importance to potential risks are (i) rates of inflation; (ii) interest rate
levels; (iii) balance of payments; and (iv) the extent of governmental surpluses or deficits in
the relevant country. All of these factors are, in turn, sensitive to the monetary, fiscal and
trade policies pursued by the related countries, the governments of the related countries and
member nations (if any), and other countries important to international trade and finance.
Government intervention could materially and adversely affect the value of such Notes.
Governments use a variety of techniques, such as intervention by their central bank or
imposition of regulatory controls or taxes to affect the trading of the underlying equity. Thus,
a special risk in purchasing such Notes is that their trading value and amount payable at
maturity could be affected by the actions of governments, fluctuations in response to other

-B5-



market forces and the movement of currencies across borders. Emerging markets stocks may
be more volatile than the stocks in more developed markets.

Emerging markets currencies

Where the Notes are denominated in an emerging market currency, such emerging market
currency can be significantly more volatile than currencies of more developed markets.
Emerging markets currencies are highly exposed to the risk of a currency crisis happening in
the future and this could trigger the need for the determination agent (MSIP or an affiliate) to
make adjustments to the terms and conditions of the Notes.

Effect of the liquidity of the Relevant Underlying on Note pricing

An Issuer's and/or its Affiliates' hedging costs tend to be higher the less liquidity the Relevant
Underlying has or the greater the difference between the "buy" and "sell* prices for the
Relevant Underlying or derivatives contracts referenced to the Relevant Underlying. When
quoting prices for the Notes, the Issuer and/or its Affiliates will factor in such hedging costs
and will pass them on to the Noteholders by incorporating them into the "buy" and "sell”
prices. Thus, Noteholders selling their Notes on an exchange or on the over-the-counter
market may be doing so at a price that is substantially lower than the actual value of the Notes
at the time of sale.

No affiliation with underlying companies

The underlying issuer for any single share or basket share, ETF, fund, or any Fund Advisor or
the publisher of an index or of a futures contract will not be an Affiliate of Morgan Stanley,
MSIP or MSBV. Morgan Stanley or its subsidiaries may presently or from time to time
engage in business with any underlying company, ETF or fund including entering into loans
with, or making equity investments in, the underlying company, ETF, fund, or its affiliates or
subsidiaries or providing investment advisory services to the underlying company or ETF,
including merger and acquisition advisory services. Moreover, no Issuer has the ability to
control or predict the actions of the underlying company, ETF, fund or index publisher or
futures contract publisher, including any actions, or reconstitution of index components, of
the type that would require the determination agent to adjust the payout to the investor at
maturity. No underlying company, ETF, fund, Fund Advisor, index publisher or futures
contract publisher for any issuance of Notes is involved in the offering of the Notes in any
way or has any obligation to consider the investor's interest as an owner of the Notes in taking
any corporate actions that might affect the value of the Notes. None of the money an investor
pays for the Notes will go to the underlying company, ETF, fund or Fund Advisor for such
Notes.

Fluctuations in the value of any one component of the Relevant Underlying may, where
applicable, be offset or intensified by fluctuations in the value of other components. The
historical value (if any) of the Relevant Underlying or the components of the Relevant
Underlying does not indicate their future performance. Where the value of the components of
the Relevant Underlying is determined in a different currency to the value of the Relevant
Underlying, investors may be exposed to exchange rate risk.

Exchange rates and exchange controls may affect the value or return of the Notes

General Exchange Rate and Exchange Control Risks. An investment in a Note denominated
in, or the payment of which is linked to value for a Relevant Underlying denominated in
currencies other than the investor's home currency entails significant risks. These risks
include the possibility of significant changes in rates of exchange between its home currency
and the other relevant currencies and the possibility of the imposition or modification of
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exchange controls by the relevant governmental authorities. These risks generally depend on
economic and political events over which the Issuers have no control. Investors should
consult their financial and legal advisors as to any specific risks entailed by an investment in
Notes that are denominated or payable in, or the payment of which is linked to values for a
Relevant Underlying denominated in a currency other than the currency of the country in
which such investor resides or in which such investor conducts its business, which is referred
to as their home currency. Such Notes are not appropriate investments for investors who are
not sophisticated in foreign currency transactions.

Exchange Rates May Affect the Investor's Investment. In recent years, rates of exchange
between some currencies have been highly volatile and this volatility may continue in the
future. Fluctuations in any particular exchange rate that have occurred in the past are not
necessarily indicative, however, of fluctuations that may occur during the term of any Note.
Depreciation against the investor's home currency or the currency in which a Note is payable
would result in a decrease in the effective yield of the Note (in the case of a Note) below its
coupon rate and could result in an overall loss to an investor on the basis of the investor's
home currency. In addition, depending on the specific terms of a Currency-Linked Note,
changes in exchange rates relating to any of the relevant currencies could result in a decrease
in its effective yield and in the investor's loss of all or a substantial portion of the value of that
Note.

The Issuers Have No Control Over Exchange Rates. Currency exchange rates can either float
or be fixed. Exchange rates of most economically developed nations are permitted to
fluctuate in value relative to each other. However, from time to time governments may use a
variety of techniques, such as intervention by a country's central bank, the imposition of
regulatory controls or taxes, or changes in interest rate to influence the exchange rates of their
currencies. Governments may also issue a new currency to replace an existing currency or
alter the exchange rate or relative exchange characteristics by a devaluation or revaluation of
a currency. These governmental actions could change or interfere with currency valuations
and currency fluctuations that would otherwise occur in response to economic forces, as well
as in response to the movement of currencies across borders.

As a consequence, these government actions could adversely affect yields or payouts (i) in the
investor's home currency for Notes denominated or payable in currencies other than the
investor's home currency and (ii) for Currency Linked Notes.

The Issuers will not make any adjustment or change in the terms of the Notes in the event that
exchange rates should become fixed, or in the event of any devaluation or revaluation or
imposition of exchange or other regulatory controls or taxes, or in the event of other
developments affecting any currency. The investor will bear those risks.

Some Currencies May Become Unavailable. Governments have imposed from time to time,
and may in the future impose, exchange controls that could also affect the availability of a
Specified Currency (as defined herein). Even if there are no actual exchange controls, it is
possible that the applicable currency for any security would not be available when payments

on that security are due.
Currency Exchange Information may be provided in the Final Terms

The applicable Final Terms or base prospectus supplement, where relevant, may include
information with respect to any relevant exchange controls and any relevant historic exchange
rate information for any Note. The investor should not assume that any historic information
concerning currency exchange rates will be representative of the range of, or trends in,
fluctuations in currency exchange rates that may occur in the future.
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Secondary trading of the Notes may be limited

Potential investors should be willing to hold the Notes until maturity. The nature and extent
of any secondary market in the Notes cannot be predicted and there may be little or no
secondary market in the Notes. As a consequence any person intending to hold the Notes
should consider liquidity in the Notes as a risk. Where the Notes are admitted to listing,
trading and/or quoted by or on any listing authority, exchange or quotation system, this does
not imply greater or lesser liquidity than if equivalent Notes were not so listed, traded or
guoted and the Issuer cannot guarantee that the admission to listing, trading or quotation will
be permanently maintained. Where the Notes are not admitted to listing, trading and/or
quotation, it becomes more difficult to subscribe or purchase and sell such Notes and there
may also be a lack of transparency with regard to pricing information.

Further, although an Issuer may apply to have certain issuances of Notes admitted to trading
on Euronext Paris, on the Luxembourg Regulated Market, on the Luxembourg Stock
Exchange’s Euro MTF market, displayed on the Luxembourg Stock Exchange Securities
Official List (LuxSE SOL) (without admission to trading) or to listing, trading and/or
quotation by any listing authority, stock exchange and/or quotation system, approval for any
listing is subject to meeting the relevant listing requirements. Even if there is a secondary
market, it may not provide enough liquidity to allow the investor to sell or trade the Notes
easily. MSIP and other Affiliates of Morgan Stanley may from time to time, make a market
in the Notes, but they are not required to do so. If at any time MSIP and other Affiliates of
the Issuers were to cease making a market in the Notes, it is likely that there would be little or
no secondary market for the Notes.

Investors have no shareholder rights

As an owner of Notes, investors will not have voting rights or rights to receive dividends,
interest or other distributions, as applicable, or any other rights with respect to any underlying
share, ETF, index, fund or futures contract.

Exchange rates may affect the value of a judgment

The Notes shall be governed by French law. French courts may, if requested, render a
judgment in the foreign currency in which a debt is expressed. However, if a judgment
awarded by a French court were to be expressed in euros, it would normally be expressed by
reference to the exchange value of the relevant amount of the said foreign currency at the rate
of exchange prevailing on the effective date of payment or on the date of the judgment.

Potential conflicts of interest between the investor and the determination agent

As determination agent for Notes linked to one or more shares, indices, ETFs, funds and/or
futures contracts, MSIP (who can also act as Issuer) or an Affiliate will determine the payout
to the investor at maturity. MSIP and other Affiliates may also carry out hedging activities
related to any Notes linked to one or more shares, indices, ETFs, funds and/or futures
contracts, including trading in the underlying shares, indices, ETFs, funds and/or futures
contracts, as well as in other instruments related to the underlying shares, indices, ETFs,
funds and/or futures contracts. MSIP and some of Morgan Stanley's other subsidiaries may
also trade the applicable underlying shares, indices, ETFs, funds and/or futures contracts and
other financial instruments related to the underlying shares, indices, ETFs, funds and/or
futures contracts on a regular basis as part of their general broker-dealer and other businesses.
Any of these activities could influence the Determination Agent's determination of
adjustments made to any Notes linked to one or more shares, indices, ETFs, funds and/or
futures contracts and any such trading activity could potentially affect the price, level or value
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of the underlying shares, indices, ETFs, funds and/or futures contracts and, accordingly, could
affect the investor's payout on any Notes.

Actions taken by the Determination Agent may affect the Relevant Underlying

The Determination Agent may make such adjustments as it considers appropriate as a
consequence of certain corporate actions affecting the Relevant Underlying. In making these
adjustments the Determination Agent is entitled to exercise substantial discretion and may be
subject to conflicts of interest, including the conflicts of interest highlighted above, in
exercising this discretion. The Determination Agent is not required but has the discretion to
make adjustments with respect to each and every corporate action.

Modification and waiver

The Terms and Conditions of the Notes contain provisions for the representation of
Noteholders to consider matters affecting their interests generally. Noteholders may through
collective decision deliberate on any proposal relating to the modification of the Conditions
including any proposal, whether for arbitration or settlement, relating to rights in controversy
or which were the subject of judicial decisions. These provisions permit defined majorities to
bind all holders of the relevant Notes, including holders who did not attend or were not
represented at the relevant meeting and holders who voted in a manner contrary to the
majority.

No gross-up

If a withholding or deduction for or on account of tax is required by law to be made on
payments by one of the Issuers or the Guarantor under the Notes, unless otherwise provided
in the applicable Final Terms, neither the Issuers nor the Guarantor will be required to make
any additional payments on account of any such withholding or deduction.

Taxation

Potential purchasers and sellers of the Notes should be aware that they may be required to pay
taxes or documentary charges or duties in accordance with the laws and practices of the
jurisdiction where the Notes are transferred or other jurisdictions. In some jurisdictions, no
official statements of the tax authorities or court decisions may be available for financial
instruments such as the Notes. Potential investors are advised not to rely upon the “Taxation”
section contained in this Base Prospectus but to ask for their own tax adviser’s advice on their
individual taxation with respect to the acquisition, holding, disposal and redemption of the
Notes. Only these advisors are in a position to duly consider the specific situation of the
potential investor. See the "Taxation" section below.

Payments on certain Notes may be subject to U.S. withholding tax

Payments on a Note issued by Morgan Stanley may be subject to U.S. withholding tax of 30
per cent. if the beneficial owner of the Note does not meet the criteria for being exempt from
this withholding tax including the requirement that the beneficial owner (and any financial
institution holding the Note on behalf of the beneficial owner) comply with certain U.S. tax
identification and certification requirements, generally by furnishing the appropriate Internal
Revenue Service (IRS) Form W-8BEN or W-8BEN-E on which the beneficial owner certifies
under penalties of perjury that it is not a United States person, as defined in the U.S. Internal
Revenue Code of 1986, as amended (the Code).
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As discussed in "Taxation - United States Federal Taxation" below, Sections 1471 through
1474 of the Code and any regulations thereunder or official guidance in connection therewith,
an agreement entered into with the IRS pursuant to such sections of the Code, or an
intergovernmental agreement (an 1GA) between the United States and another jurisdiction in
furtherance of such sections of the Code (collectively referred to as FATCA) may impose a
withholding tax of 30 per cent. on payments made on the Notes (including payments made by
financial intermediaries), unless various U.S. information reporting and due diligence
requirements have been satisfied.

In addition, as discussed in “Taxation — United States Federal Taxation” below, Section
871(m) of the Code and the regulations thereunder require withholding (of up to 30 per cent.
depending on whether an income tax treaty applies) on payments or deemed payments made
to non-U.S. persons on certain financial instruments to the extent that such payments are
treated, for U.S. federal income tax purposes, as being U.S.-source dividend equivalent
amounts (such as payments on securities linked to U.S. equities or indices that include U.S.
equities).

If U.S. withholding tax is imposed because a beneficial owner (or financial institution holding
a Note on behalf of a beneficial owner) does not timely provide the required U.S. tax forms or
meet the criteria for exemption from such U.S. withholding tax or if withholding is imposed
under FATCA or Section 871(m), none of the Issuers, the Guarantor or any intermediary will
be required to pay any additional amounts or otherwise indemnify a holder with respect to the
amounts so withheld. See "Taxation - United States Federal Taxation" below for further
discussion of these rules.

Change of law

The Terms and Conditions of the Notes are based on French law in effect as at the date of this
Base Prospectus. No assurance can be given as to the impact of any change to French law
after the date of this Base Prospectus.

The Issuer or the Guarantor, as the case may be, may be substituted by another entity

The Terms and Conditions of the Notes set out that the Issuer can, without the consent of
Noteholders and without taking into consideration the interest of Noteholders, agree to be
substituted by another as principal debtor of the Notes, subject to the conditions set out in
Condition 29. The substitution can, in particular, but without limitation, be conditional to the
fact that Morgan Stanley or MSI plc, as the case may be, guarantee the obligations of the
substitute issuer under the Notes or that the Issuer or the Guarantor can, in certain cases, be
substituted by other entities outside Morgan Stanley Group, Noteholders having, in such case,
the right to request the early redemption of their Notes in certain timing. In addition, the
substitute shall receive all necessary regulatory authorizations in order to comply with its
commitments under the Notes or to the Guarantee (as applicable) and this substitution shall be
permitted by any regulated market on which one the Notes are, as the case may be, admitted
to trading and potential requirements applicable to this regulated market shall be complied
with so that the Notes remain admitted to trading on this regulated market. For further
explanations, please refer to Condition 29.

Restricted secondary trading if the electronic trading system is unavailable
Trading in the Notes may be conducted via one or more electronic trading systems so that

"buy" and "sell" prices can be quoted for exchange and off-exchange trading. If an electronic
trading system used by the Issuer and/or its Affiliates were to become partially or completely
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unavailable, such a development would have a corresponding effect on the ability of investors
to trade the Notes.

Risk associated with estimating the price, level or value of the Relevant Underlying if its
domestic market is closed while secondary trading in the Notes is open

If the Relevant Underlying is traded on its domestic market during the opening hours for
secondary trading in the Notes by the Issuer or its Affiliates or the stock exchange on which
the Notes are listed, the price, level or value of the Relevant Underlying is incorporated into
the price calculation for the Notes. In certain cases, however, the price, level or value of the
Relevant Underlying may need to be estimated if the Notes are traded at a time when the
market for the Relevant Underlying is closed. In general, this problem could apply to the
Notes irrespective of the time at which they are traded because the Issuer and/or its Affiliates
currently offer off-exchange trading in the Notes at times when the Relevant Underlying is
not traded on the local markets or stock exchanges. This problem applies in particular to a
Relevant Underlying that is traded in time zones different from European time zones. The
same problem arises if the Notes are traded on days on which the domestic market for the
Relevant Underlying is closed because of a public holiday. If the Issuer and/or any of its
Affiliates estimates the price, level or value of the Relevant Underly