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Forward-Looking Statements

We have included in or incorporated by reference into this report, and from time to time may make in our public filings, press releases or other public statements,
certain statements, including, without limitation, those under “Management’s Discussion and Analysis of Financial Condition and Results of Operations,”
“Quantitative and Qualitative Disclosures about Risk” and “Legal Proceedings” that may constitute “forward-looking statements” within the meaning of the safe
harbor provisions of the Private Securities Litigation Reform Act of 1995. In addition, our management may make forward-looking statements to analysts, investors,
representatives of the media and others. These forward-looking statements are not historical facts and represent only our beliefs regarding future events, many of
which, by their nature, are inherently uncertain and beyond our control.

The nature of our business makes predicting the future trends of our revenues, expenses and net income difficult. The risks and uncertainties involved in our
businesses could affect the matters referred to in such statements, and it is possible that our actual results may differ, possibly materially, from the anticipated
results indicated in these forward-looking statements. Important factors that could cause actual results to differ from those in the forward-looking statements
include, without limitation:

the effect of market conditions, particularly in the global equity, fixed income, currency, credit and commodities markets, including corporate, commercial and
residential mortgage lending, real estate and energy markets;

the level of individual investor participation in the global markets, as well as the level and mix of client assets;

the flow of investment capital into or from AUM;

the level and volatility of equity, fixed income and commodity prices, interest rates, inflation and currency values, other market indices or other market factors,
such as market liquidity;

the availability and cost of both credit and capital, as well as the credit ratings assigned to our unsecured short-termand long-term debt;

technological changes instituted by us, our competitors or counterparties, and technological risks, including risks associated with emerging technologies,
business continuity and related operational risks, including breaches or other disruptions of our or a third party’s (or third-parties thereof) operations or systems;
risk associated with cybersecurity threats, including data protection and cybersecurity risk management;

our ability to effectively manage our capital and liquidity, including under stress tests designed by our banking regulators;

the impact of current, pending and future legislation or changes thereto, regulation (including capital, leverage, funding, liquidity, consumer protection, and
recovery and resolution requirements) and our ability to address such requirements;

uncertainty concerning fiscal or monetary policies established by central banks and financial regulators, government shutdowns, debt ceilings or funding;
changes to global trade policies, tariffs, trade sanctions and investment restrictions;

legal and regulatory actions, including litigation and enforcement, and other non-financial risks in the U.S. and worldwide;

changes in tax laws and regulations globally;

the effectiveness of our risk management processes and related controls;

our ability to effectively respond to an economic downturn, or other market disruptions;

the effect of social, economic, and political conditions and geopolitical events, including as a result of government shutdowns, changes as a result of global
elections, including changes in U.S. presidential administrations or Congress, sovereign risk, acts of war or aggression, and terrorist activities or military actions;
the actions and initiatives of current and potential competitors, as well as governments, central banks, regulators and self-regulatory organizations;

our ability to provide innovative products and services and execute our strategic initiatives, and costs related thereto, including with respect to the operational or
technological integration related to such innovative and strategic initiatives;

the performance and results of our acquisitions, divestitures, joint ventures, partnerships, minority stakes or strategic alliances, or other strategic arrangements
and related integrations;

investor, consumer and business sentiment and confidence in the financial markets;

our reputation and the general perception of the financial services industry;

our ability to retain, integrate and attract qualified employees or successfully transition key roles;

climate-related incidents and other sustainability matters, and global pandemics; and

other risks and uncertainties detailed under “Business—Competition,” “Business—Supervision and Regulation,” “Risk Factors” and elsewhere throughout this
report.

Accordingly, you are cautioned not to place undue reliance on forward-looking statements, which speak only as of the date on which they are made. We undertake
no obligation to update publicly or revise any forward-looking statements to reflect the impact of circumstances or events that arise after the dates they are made,
whether as a result of new information, future events or otherwise, except as required by applicable law. You should, however, consult further disclosures we may
make in future filings of our annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K and any amendments thereto or in future
press releases or other public statements.
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Available Information

We file annual, quarterly and current reports, proxy statements and other information with the Securities and Exchange Commission (“SEC”). The SEC maintains a
website, www.sec.gov, that contains annual, quarterly and current reports, proxy and information statements, and other information that issuers file electronically
with the SEC. Our electronic SEC filings are available to the public at the SEC’s website.

Our website is www.morganstanley.com. You can access our Investor Relations webpage at www.morganstanley.com/about-us-ir. We make available free of
charge, on or through our Investor Relations webpage, our proxy statements, annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form
8-K and any amendments to those reports filed or furnished pursuant to the Securities Exchange Act of 1934, as amended (“Exchange Act”), as soon as reasonably

practicable after such material is electronically filed with, or furnished to, the SEC. We also make available, through our Investor Relations webpage, via a link to the

SEC’s website, statements of beneficial ownership of our equity securities filed by our directors, officers, 10% or greater shareholders and others under Section 16 of
the Exchange Act.

You can access information about our corporate governance at www.morganstanley.com/about-us-governance, our sustainability initiatives at
www.morganstanley.com/about-us/sustainability-at-morgan-stanley, and our commitment to diversity and inclusion at www.morganstanley.com/about-
us/diversity. Our webpages include:

Amended and Restated Certificate of Incorporation;
Amended and Restated Bylaws;

Charters for our Audit Committee, Compensation, Management Development and Succession Committee, Governance and Sustainability Committee, Operations
and Technology Committee, and Risk Committee;
Corporate Governance Policies;

Policy Regarding Corporate Political Activities;
Policy Regarding Shareholder Rights Plan;

Equity Ownership Commitment;

Code of Ethics and Business Conduct;

Code of Conduct;

Integrity Hotline Information;

Environmental and Social Policies; and

2023 ESGReport.

Our Code of Fthics and Business Conduct applies to all directors, officers and employees, including our Chief Executive Officer, Chief Financial Officer and Deputy
Chief Financial Officer. We will post any amendments to the Code of Ethics and Business Conduct and any waivers that are required to be disclosed by the rules of
either the SEC or the New York Stock Exchange LLC on our website. You can request a copy of these documents, excluding exhibits, at no cost, by contacting
Investor Relations, 1585 Broadway, New York, NY 10036 (212-761-4000). The information on our website is not incorporated by reference into this report.
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Business
Overview

We are a global financial services firm that, through our subsidiaries and
affiliates, advises, and originates, trades, manages and distributes capital for
govemnments, institutions and individuals. We were originally incorporated
under the laws of the State of Delaware in 1981, and our predecessor
companies date back to 1924. We are a financial holding company (“FHC”)
regulated by the Board of Governors of the Federal Reserve System (“Federal
Reserve”) under the Bank Holding Company Act of 1956, as amended (“BHC
Act”). We conduct our business from our headquarters in and around New
York City, our regional offices and branches throughout the U.S. and our
principal offices in London, Frankfurt, Tokyo, Hong Kong and other world
financial centers. Unless the context otherwise requires, the terms “Morgan
Stanley,” the “Firm” “us,” “we” and “our” mean Morgan Stanley (the “Parent
Company”) together with its consolidated subsidiaries. See the “Glossary of
Common Terms and Acronyms” for the definition of certain terms and
acronyms used throughout the 2024 Form 10-K.

Financial information concerning us, our business segments and geographic
regions for each of the years ended December 31, 2024, December 31, 2023,
and December 31, 2022 is included in “Financial Statements and
Supplementary Data.”

Business Segments

We are a global financial services firm that maintains significant market
positions in each of our business segments: Institutional Securities, Wealth
Management and Investment Management. Through our subsidiaries and
affiliates, we provide a wide variety of products and services to a large and
diversified group of clients and customers, including corporations,
govemnments, financial institutions and individuals. Additional information
related to our business segments, respective clients, and products and
services provided is included under “Management’s Discussion and Analysis
of Financial Condition and Results of Operations.”

Competition

All aspects of our businesses are highly competitive, and we expect them to
remain so. We compete in the U.S. and globally for clients, market share and
human talent. Operating within the financial services industry on a global
basis presents, among other things, technological, risk management,
regulatory, infrastructure and other challenges that require effective resource
allocation in order for us to remain competitive. Our competitive position
depends on a number of factors, including our reputation, client experience,
the quality and consistency of our long-term investment performance,
innovation, execution, relative pricing and other factors, including entering
into new or expanding current businesses as a result of acquisitions and other
strategic initiatives. Our ability to sustain or improve our competitive

Morgan Stanley

position also depends substantially on our ability to continue to attract and
retain highly qualified employees while managing compensation and other
costs. We compete with commercial banks, global investment banks, regional
banks, broker-dealers, private banks, registered investment advisers, digital
investing platforms, traditional and alternative asset managers, financial
technology firms and other companies offering financial and ancillary services
in the U.S. and globally. In addition, restrictive laws and regulations applicable
to certain global financial services institutions, which have been increasing in
complexity and volume, may prohibit us from engaging in certain transactions,
impose more stringent capital and liquidity requirements, and increase costs,
and can put us at a competitive disadvantage to competitors in certain
businesses not subject to these same requirements. See also “Supervision and
Regulation” herein and “Risk Factors.”

There is increased competition in the U.S. and globally driven by established
financial services firms and emerging firms, including non-financial companies
and business models focusing on technology innovation, competing for the
same clients and assets, or offering similar products and services to retail and
institutional customers. It is also possible that competition may become even
more intense as we continue to compete with financial or other institutions
that may be, or may become, larger, or better capitalized, or may have a
stronger local presence and longer operating history in certain geographies or
products. Many of these firms have the ability to offer a wide range of
products and services through different platforms that may enhance their
competitive position and could result in additional pricing pressure on our
businesses.

Our ability to access capital at competitive rates (which is generally impacted
by, among other things, our credit spreads and ratings) and to commit and
deploy capital efficiently, particularly in our more capital-intensive businesses
within our Institutional Securities business segment, including underwriting
and sales, financing and market-making activities, also affects our competitive
position. We expect clients to continue to request that we provide loans or
lending commitments in connection with certain investment banking activities.

We also continue to experience price competition in our Institutional
Securities business segment’s products. In particular, the ability to execute
securities, derivatives and other financial instrument trades electronically on
exchanges, swap execution facilities and other automated trading platforms,
and the introduction and application of new technologies will likely continue
the pressure on our revenues. The trend toward direct access to automated,
electronic markets will likely continue as additional markets move to automated
trading platforms.

Our Wealth Management business segment is primarily in the U.S., and our

ability to effectively compete against many of our competitors across different
channels (i.e., advisory led,

December 2024 Form 10-K
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workplace and digital direct) is affected by multiple factors including our brand
and reputation, the breadth, depth and pricing of our product offerings and
our technology supporting evolving client needs.

Within our Investment Management business segment, our ability to compete
successfully is affected by several factors, including our reputation, quality of
investment professionals, performance of investment strategies or product
offerings relative to peers and appropriate benchmark indices, advertising and
sales promotion efforts, fee levels, the effectiveness of and access to
distribution channels and investment pipelines, the types of products offered,
and regulatory restrictions specific to FHCs. Our investment products,
including alternative investment products, compete with investments offered
by other investment managers, including by investment managers who may be
subject to less stringent legal and regulatory regimes than us. For certain
products and geographies, we have experienced and will also likely continue
to experience competitive pressures in our Investment Management business
segment as other investment managers and distributors continue to put
downward pressure on fees.

Supervision and Regulation

As a major financial services firm, we are 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 we conduct our
business.

We continue to monitor the changing political, tax and regulatory
environment. While it is likely that there will be changes in the way major
financial institutions are regulated in both the U.S. and other markets in which
we operate, it remains difficult to predict the exact impact these changes will
have on our business, financial condition, results of operations and cash
flows for a particular future period. We expect to remain subject to extensive
supervision and regulation.

Financial Holding Company

Consolidated Supervision. We operate as a bank holding company (“BHC”)
and FHC under the BHC Act and are subject to comprehensive consolidated
supervision, regulation and examination by the Federal Reserve. In particular,
we are subject to (among other things): significant regulation and supervision;
intensive scrutiny of our businesses and plans for expansion of those
businesses; limitations on activities; a systemic risk regime that imposes
heightened capital and liquidity requirements; restrictions on activities and
investments imposed by a section of the BHC Act added by the Dodd-Frank
Wall Street Reform and Consumer Protection Act (“Dodd-Frank Act”) referred
to as the “Volcker Rule,” and comprehensive derivatives regulation. In
addition, the Consumer Financial Protection Bureau (“CFPB”) has primary
rulemaking, enforcement and examination authority over us

December 2024 Form 10-K
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and our subsidiaries with respect to federal consumer protection laws.

Scope of Permitted Activities. The BHC Act limits the activities of BHCs and
FHCs and grants the Federal Reserve authority to limit our ability to conduct
activities. We must obtain the Federal Reserve’s approval before engaging in
certain banking and other financial activities both in the U.S. and
internationally.

The BHC Act grandfathers “activities related to the trading, sale or investment
in commodities and underlying physical properties,” provided that we were
engaged in “any of such activities as of September 30, 1997 in the U.S.” and
provided that certain other conditions that are within our reasonable control
are satisfied. We currently engage in our commodities activities pursuant to
the BHC Act grandfather exemption, as well as other authorities under the
BHC Act.

Activities Restrictions under the Volcker Rule. The Volcker Rule prohibits
banking entities, including us and our affiliates, from engaging in certain
proprietary trading activities, as defined in the Volcker Rule, subject to
exemptions for underwriting, market-making, risk-mitigating hedging and
certain other activities. The Volcker Rule also prohibits certain investments
and relationships by banking entities with covered funds, as defined in the
Volcker Rule, subject to a number of exemptions and exclusions.

Capital Requirements. The Federal Reserve establishes capital requirements
largely based on the Basel IIl capital standards established by the Basel
Committee on Banking Supervision (“Basel Committee”), including well-
capitalized standards, for large BHCs and evaluates our compliance with such
requirements. The Office of the Comptroller of the Currency (“OCC”)
establishes similar capital requirements and standards for Morgan Stanley
Bank, N.A. (“MSBNA”) and Morgan Stanley Private Bank, National
Association (“MSPBNA”) (together, our “U.S. Bank Subsidiaries”).

The Federal Reserve, Federal Deposit Insurance Corporation (“FDIC”) and the
OCC (collectively, “U.S. banking agencies”) have proposed a comprehensive
set of revisions to their capital requirements based on changes to the Basel 111
capital standards finalized by the Basel Committee. The impact on us of any
revisions to the capital requirements is uncertain and depends on the adoption
of final rulemakings by the U.S. banking agencies. For additional information,
see “Management’s Discussion and Analysis of Financial Condition and
Results of Operations—Liquidity and Capital Resources—Regulatory
Requirements—Regulatory Developments and Other Matters—Basel III
Endgame Proposal.”

In addition, many of our regulated subsidiaries are subject to regulatory
capital requirements, including regulated subsidiaries registered as swap
dealers with the U.S. Commodity Futures Trading Commission (“CFTC”) or
conditionally registered as security-based swap dealers with
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the SEC or registered as broker-dealers or futures commission merchants.

For more information about the specific capital requirements applicable to us
and our U.S. Bank Subsidiaries, as well as our subsidiaries that are broker-
dealers, swap dealers and security-based swap dealers, see “Management’s
Discussion and Analysis of Financial Condition and Results of Operations—
Liquidity and Capital Resources—Regulatory Requirements” and Note 16 to
the financial statements.

Capital Planning, Stress Tests and Capital Distributions. The Federal
Reserve has adopted capital planning and stress test requirements for large
BHGs, including Morgan Stanley. For more information about our capital
planning and stress test requirements, see “Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Liquidity and
Capital Resources—Regulatory Requirements.”

In addition, the Federal Reserve, the OCC and the FDIC have the authority to
prohibit or limit the payment of dividends by the banking organizations they
supervise, including us and our U.S. Bank Subsidiaries, if, in the banking
regulator’s opinion, payment of a dividend would constitute an unsafe or
unsound practice in light of the financial condition of the banking
organization. For information about the Federal Reserve’s restrictions on
capital distributions for large BHCs, see “Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Liquidity and
Capital Resources—Regulatory Requirements—Capital Plans, Stress Tests
and the Stress Capital Buffer.” All of these policies and other requirements
could affect our ability to pay dividends and/or repurchase stock or require us
to provide capital assistance to our U.S. Bank Subsidiaries under
circumstances that we would not otherwise decide to do.

Liquidity Requirements. In addition to capital regulations, the U.S. banking
agencies have adopted liquidity and funding standards, including the LCR,
the NSFR, liquidity stress testing and associated liquidity reserve
requirements.

For more information, see “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Liquidity and Capital
Resources—Balance Sheet—Regulatory Liquidity Framework.”

Systemic Risk Regime. Under rules issued by the Federal Reserve, large
BHGs, including Morgan Stanley, must conduct internal liquidity stress tests,
maintain unencumbered highly liquid assets to meet projected net cash
outflows for 30 days over the range of liquidity stress scenarios used in
internal stress tests, and comply with various liquidity risk management
requirements. These large BHCs also must comply with a range of risk
management and corporate governance requirements.

The Federal Reserve also imposes single-counterparty credit limits (“SCCL”)
for large banking organizations. U.S. global systemically important banks (“G-
SIBs”), including us, are
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subject to a limit of 15% of Tier 1 capital for aggregate net credit exposures to
any “major counterparty” (defined to include other U.S. G-SIBs, foreign G-
SIBs and non-bank systemically important financial institutions supervised by
the Federal Reserve). In addition, we are subject to a limit of 25% of Tier 1
capital for aggregate net credit exposures to any other unaffiliated
counterparty.

The Federal Reserve may establish additional prudential standards for large
BHGs, including with respect to an early remediation framework, contingent
capital, enhanced public disclosures and limits on short-term debt, including
off-balance sheet exposures. See “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Liquidity and Capital
Resources—Regulatory Requirements—Total Loss-Absorbing Capacity,
Long-Term Debt and Clean Holding Company Requirements.”

If the Federal Reserve or the Financial Stability Oversight Council determines
that a BHC with $250 billion or more in consolidated assets poses a “grave
threat” to U.S. financial stability, the institution may be, among other things,
restricted in its ability to merge or offer financial products and/or required to
terminate activities and dispose of assets. See also “Capital Requirements”
and “Liquidity Requirements” and “Resolution and Recovery Planning”
herein.

Resolution and Recovery Planning. We are required to submit once every
two years to the Federal Reserve and the FDIC a resolution plan that describes
our strategy for a rapid and orderly resolution under the U.S. Bankruptcy Code
in the event of our material financial distress or failure. Interim updates are
required in certain limited circumstances, including material mergers or
acquisitions or fundamental changes to our resolution strategy.

Our preferred resolution strategy, which is set out in our most recent
resolution plan, is an SPOE strategy, which generally contemplates the
provision of adequate capital and liquidity by the Parent Company to certain
of its subsidiaries so that such subsidiaries have the resources necessary to
implement the resolution strategy after the Parent Company has filed for
bankruptcy.

Our next resolution plan submission will be a targeted resolution plan in July
2025. Further, we submit an annual recovery plan to the Federal Reserve that
outlines the steps that management could take over time to generate or
conserve financial resources in times of prolonged financial stress.

Certain of our domestic and foreign subsidiaries are also subject to resolution
and recovery planning requirements in the jurisdictions in which they operate.
The FDIC currently requires certain insured depository institutions (“IDI”),
including our U.S. Bank Subsidiaries, to submit full resolution plans every two
years and interim targeted information at certain times between full resolution
plan submissions that describe the IDI’s strategy for a rapid and orderly
resolution in the event of material financial distress or
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failure of the IDI. Submission of interim targeted information by our U.S. Bank
Subsidiaries generally will not be required during a year which the Parent
Company is required to submit a resolution plan to the Federal Reserve and
FDIC. The first submission for our U.S. Bank Subsidiaries under this rule will
be in 2026. In addition, the OCC requires IDIs with assets of $100 billion or
more, including our U.S. Bank Subsidiaries, to develop recovery plans
detailing the actions they would take to remain a going concern when they
experience considerable financial or non-financial stress, but have not
deteriorated to the point that resolution is imminent. Our U.S. Bank
Subsidiaries are required to develop a recovery plan by January 2026.

In addition, certain financial companies, including BHCs such as the Firm and
certain of its subsidiaries, can be subject to a resolution proceeding under the
orderly liquidation authority, with the FDIC being appointed as receiver,
provided that determination of extraordinary financial distress and systemic
risk is made by the U.S. Treasury Secretary in consultation with the U.S.
president. Regulators have adopted certain orderly liquidation authority
implementing regulations and may expand or clarify these regulations in the
future. If we were subject to the orderly liquidation authority, the FDIC would
have considerable powers, including: the power to remove directors and
officers responsible for our failure and to appoint new directors and officers;
the power to assign our assets and liabilities to a third party or bridge financial
company without the need for creditor consent or prior court review; the
ability to differentiate among our creditors, including treating certain creditors
within the same class better than others, subject to a minimum recovery right
on the part of disfavored creditors to receive at least what they would have
received in bankruptcy liquidation; and broad powers to administer the claims
process to determine distributions from the assets of the receivership. The
FDIC has indicated that it expects to use an SPOE strategy if the FDIC were to
implement the orderly liquidation authority for a U.S. G-SIB.

Regulators have also 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 more information about our resolution plan-related submissions and
associated regulatory actions, see “Risk Factors—Legal, Regulatory and
Compliance Risk,” “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Liquidity and Capital Resources—
Regulatory Requirements—Total Loss-Absorbing Capacity, Long-Term Debt
and Clean Holding Company Requirements” and “Management’s Discussion
and Analysis of Financial Condition and Results of Operations—Liquidity and
Capital Resources—Regulatory Requirements—Resolution and Recovery
Planning.”
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Institutional Securities and Wealth Management

US. Bank Subsidiaries. Our U.S. Bank Subsidiaries are FDIC-insured
depository institutions subject to supervision, regulation and examination by
the OCC and are subject to the OCC’s risk governance guidelines, which
establish heightened standards for a large IDI’s risk governance framework
and the oversight of that framework by the IDI's board of directors. Our U.S.
Bank Subsidiaries are also subject to prompt corrective action standards,
which require the relevant federal banking regulator to take prompt corrective
action with respect to a depository institution if that institution does not meet
certain capital adequacy standards. In addition, BHCs, such as Morgan
Stanley, are required to serve as a source of strength to their U.S. bank
subsidiaries and commit resources to support these subsidiaries in the event
such subsidiaries are in financial distress. Our U.S. Bank Subsidiaries’
business activities are generally limited to supporting our Institutional
Securities and Wealth Management business segments.

Our U.S. Bank Subsidiaries are subject to Sections 23A and 23B of the Federal
Reserve Act, which impose restrictions on certain transactions with affiliates,
including any extension of credit to, or purchase of assets from, an affiliate.
These restrictions limit the total amount of credit exposure that our U.S. Bank
Subsidiaries may have to any one affiliate and to all affiliates and require
collateral for those exposures. Section 23B requires affiliate transactions to be
on market terms.

As commonly controlled FDIC-insured depository institutions, each of our
U.S. Bank Subsidiaries could be responsible for any loss to the FDIC from the
failure of the other U.S. Bank Subsidiary.

Broker-Dealer and Investment Adviser Regulation. Our primary U.S. broker-
dealer subsidiaries, Morgan Stanley & Co. LLC (“MS&Co.”) and Morgan
Stanley Smith Barmey LLC (“MSSB”) are registered broker-dealers with the
SEC and in all 50 states, the District of Columbia, Puerto Rico and the U.S.
Virgin Islands and are members of various self-regulatory organizations,
including the Financial Industry Regulatory Authority (“FINRA”), and various
securities exchanges and clearing organizations. Broker-dealers are subject to
laws and regulations covering all aspects of the securities business, including
sales and trading practices, securities offerings, publication of research
reports, use of customers’ funds and securities, capital structure, risk
management controls in connection with market access, recordkeeping and
retention, and the conduct of their directors, officers, representatives and
other associated persons. Broker-dealers are also regulated by securities
administrators in those states where they do business. Our significant broker-
dealer subsidiaries are members of the Securities Investor Protection
Corporation.

MSSB is also a registered investment adviser with the SEC. MSSB’s
relationship with its investment advisory clients is
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subject to the fiduciary and other obligations imposed on investment advisers.
The SEC and other supervisory bodies generally have broad administrative
powers to address non-compliance, including the power to restrict or limit
MSSB from carrying on its investment advisory and other asset management
activities.

The Firm is subject to various regulations that affect broker-dealer sales
practices and customer relationships, including the SEC’s “Regulation Best
Interest,” which requires broker-dealers to act in the “best interest” of retail
customers at the time a recommendation is made without placing the financial
or other interests of the broker-dealer ahead of the interest of the retail
custormer.

Margin lending by our broker-dealers is regulated by the Federal Reserve’s
restrictions on lending in connection with purchases and short sales of
securities. Our broker-dealers are also subject to maintenance and other
margin requirements imposed under FINRA and other self-regulatory
organization rules.

Our U.S. broker-dealer subsidiaries are subject to the SEC’s net capital rule
and the net capital requirements of various exchanges, other regulatory
authorities and self-regulatory organizations. For more information about
these requirements, see Note 16 to the financial statements.

Research Regulation. In addition to research-related regulations currently in
place in the U.S. and other jurisdictions, regulators continue to focus on
research conflicts of interest and may impose additional regulations.

Futures Activities and Certain Commodlities Activities Regulation. MS&Co.
and E*TRADE Futures LLC, as futures commission merchants, and MSSB, as
an introducing broker, are subject to net capital requirements of, and certain of
their activities are regulated by, the CFTC and the National Futures
Association (“NFA”). MS&Co. is also subject to requirements of, and
regulation by, the CME Group, in its capacity as MS&Co.’s designated self-
regulatory organization, and various commodity futures exchanges of which
MS&Co. is a member. Rules and regulations of the CFTC, NFA, the Joint
Audit Committee and commodity futures exchanges address obligations
related to, among other things, customer asset protections, including rules and
regulations governing the segregation of customer funds, the use by futures
commission merchants of customer funds, the margining of customer accounts
and documentation entered into by futures commission merchants with their
customers, record-keeping and reporting obligations of futures commission
merchants and introducing brokers, risk disclosure and risk management. Our
commodities activities are subject to extensive laws and regulations in the U.S.
and abroad.

Derivatives Regulation. We are subject to comprehensive regulation of our
derivatives  businesses, including regulations that impose margin
requirements, public and regulatory
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reporting, central clearing and mandatory trading on regulated exchanges or
execution facilities for certain types of swaps and security-based swaps
(collectively, “Swaps™).

CFTC and SEC rules require registration of swap dealers and security-based
swap dealers, respectively, and impose numerous obligations on such
registrants, including adherence to business conduct standards for all in-
scope Swaps. We have registered a number of U.S. and non-U.S. swap dealers
and conditionally registered a number of U.S. and non-U.S security-based
swap dealers. Swap dealers and security-based swap dealers regulated by a
prudential regulator are subject to uncleared Swap margin requirements and
minimum capital requirements established by the prudential regulators. Swap
dealers and security-based swap dealers not subject to regulation by a
prudential regulator are subject to uncleared Swap margin requirements and
minimum capital requirements established by the CFTC and SEC, respectively.
In some cases, the CFTC and SEC permit non-U.S. swap dealers and security-
based swap dealers that do not have a prudential regulator to comply with
applicable non-U.S. uncleared Swap margin and minimum capital requirements
instead of direct compliance with CFTC or SEC requirements.

Investment Management

Many of'the subsidiaries engaged in our investment management activities are
registered as investment advisers with the SEC. Many aspects of our
investment management activities are also subject to federal and state laws
and regulations in place primarily for the protection of the investor or client.
These laws and regulations generally grant supervisory agencies and bodies
broad administrative powers, including the power to limit or restrict us from
carrying on our investment management activities in the event that we fail to
comply with such laws and regulations.

In addition, certain of our subsidiaries are U.S. registered broker-dealers and
act as distributors to our proprietary mutual funds and as placement agents to
certain private investment funds managed by our Investment Management
business segment. Certain of our affiliates are registered as commodity trading
advisors and/or commodity pool operators, or are operating under certain
exemptions fromsuch registration pursuant to CFTCrules and other guidance,
and have certain responsibilities with respect to each pool they advise. Our
investment management activities are subject to additional laws and
regulations, including restrictions on sponsoring or investing in, or
maintaining certain other relationships with, covered funds, as defined by the
Volcker Rule, subject to certain limited exemptions. See also “Financial
Holding Company—Activities Restrictions under the Wolcker Rule,”
“Institutional Securities and Wealth Management—Broker-Dealer and
Investment Adviser Regulation,” “Institutional Securities and Wealth
Management—Regulation of Futures Activities and Certain Commodities
Activities,” and “Institutional Securities and Wealth Management—
Derivatives Regulation” herein and “Non-U.S. Regulation” herein for a
discussion of other
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regulations that impact our Investment Management business activities.
U.S. Consumer Protection

We are subject to supervision and regulation by the CFPB with respect to U.S.
federal consumer protection laws. Federal consumer protection laws to which
we are subject include the Gramm-Leach-Bliley Act’s privacy provisions,
Equal Credit Opportunity Act, Home Mortgage Disclosure Act, Electronic
Fund Transfer Act, Fair Credit Reporting Act, Real Estate Settlement
Procedures Act, Truth in Lending Act and Truth in Savings Act, all of which
are enforced by the CFPB. We are also subject to certain federal consumer
protection laws enforced by the OCC, including the Servicemembers Civil
Relief Act. Furthermore, we are subject to certain state consumer protection
laws, and under the Dodd-Frank Act, state attorneys general and other state
officials are empowered to enforce certain federal consumer protection laws
and regulations. These federal and state consumer protection laws apply to a
range of our activities.

Non-U.S. Regulation

Our businesses are regulated extensively by non-U.S. regulators, including
govermnments, central banks and regulatory bodies, securities exchanges,
commodity exchanges, and self-regulatory organizations, especially in those
jurisdictions in which we maintain an office. Certain regulators have
prudential, business conduct and other authority over us or our subsidiaries,
as well as powers to limit or restrict us from engaging in certain businesses or
to conduct administrative proceedings that can result in censures, fines, asset
seizures and forfeitures, the issuance of cease-and-desist orders, or the
suspension or expulsion of a regulated entity, its affiliates or its employees.
Certain of our subsidiaries are subject to capital, liquidity, leverage and other
prudential requirements that are applicable under non-U.S. law.

Firmwide Financial Crimes Program

Our Financial Crimes program is coordinated and implemented on an
enterprise-wide basis and supports our financial crime prevention efforts
across all regions and business units. The program includes anti-money
laundering (“AML”), economic sanctions (“Sanctions”), anti-boycott, anti-
corruption, anti-tax evasion, and govemment and political activities
compliance programs and aligned business-line risk functions.

In the U.S,, the Bank Secrecy Act, as amended by the USA PATRIOT Act of
2001 and the Anti-Money Laundering Act of 2020, imposes significant
obligations on financial institutions to detect and deter money laundering and
terrorist financing activity, including requiring banks, broker-dealers, futures
commission merchants, introducing brokers and mutual funds to develop and
implement AML programs, verify the identity of customers that maintain
accounts, and
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monitor and report suspicious activity to appropriate law enforcement or
regulatory authorities. Outside of the U.S., applicable laws, rules and
regulations similarly require designated types of financial institutions to
implement AML programs.

We are also subject to Sanctions, such as regulations and economic sanctions
programs administered by the U.S. government, including the U.S. Treasury
Department’s Office of Foreign Assets Control (“OFAC”) and the U.S.
Department of State, and similar sanctions programs imposed by foreign
governments or global or regional multilateral organizations. In addition, we
are subject to anti-corruption laws, such as the U.S. Foreign Corrupt Practices
Act and the UK. Bribery Act, in the jurisdictions in which we operate. Anti-
corruption laws generally prohibit offering, promising, giving or authorizing
others to give anything of value, either directly or indirectly, to a government
official or private party in order to influence official action or otherwise gain an
unfair business advantage, such as to obtain or retain business.

Cyber and Information Security Risk Management and Protection of Client
Information

The financial services industry faces increased global regulatory focus
regarding cyber and information security risk management practices. Many
aspects of our businesses are subject to cybersecurity legal, regulatory and
disclosure requirements enacted by U.S. federal and state governments and
other non-U.S. jurisdictions. These requirements are generally aimed at
codifying basic cybersecurity protections and mandating data breach
notification requirements.

Our businesses are also subject to increasing privacy and data protection
legal requirements concerning the use and protection of certain personal
information with regard to clients, employees and others. These requirements
impose mandatory privacy and data protection obligations, including
providing for individual rights, enhanced govemance and accountability
requirements, and significant fines and litigation risk for noncompliance. In
addition, several jurisdictions have enacted or proposed personal and other
data localization requirements and restrictions on cross-border transfer of
personal and other data that may restrict our ability to conduct business in
those jurisdictions or create additional financial and regulatory burdens to do
s0.

Numerous jurisdictions have passed laws, rules and regulations in these areas
and many are considering new or updated ones that could impact our
businesses, particularly as the application, interpretation and enforcement of
these laws, rules and regulations are often uncertain and evolving. Many
aspects of our businesses are subject to legal requirements concerning the
use and protection of certain customer and other information, as well as the
privacy and cybersecurity laws referenced above. We have adopted measures
designed to comply with these and related applicable requirements in all
relevant jurisdictions.
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For additional information on our cybersecurity strategy and processes, see
“Quantitative and Qualitative Disclosures about Risk—Operational Risk—
Cybersecurity.”

Human Capital
Employees and Culture

Our employees are our most important asset. With offices in 42 countries, we
had approximately 80 thousand employees across the globe as of December
31, 2024, whom we depend on to build value for our clients and shareholders.
We are committed to a meritocracy based on the principles of rigor, humility
and partnership. To facilitate talent attraction and retention, we strive to make
Morgan Stanley a diverse and inclusive workplace with a strong culture and
opportunities for our employees to grow and develop in their career. We
support our employees with competitive compensation, benefits, and health
and wellbeing programs.

QOur core values guide decision-making aligned with the expectations of our
employees, clients, shareholders, regulators, directors and the communities in
which we operate. These guiding values—Put Clients First, Do the Right
Thing, Lead with Exceptional Ideas, Commit to Diversity and Inclusion, and
Give Back—are at the heart of our workplace culture and underpin our
success. Our Code of Conduct is central to our expectation that employees
embody our values. Every new hire and every employee annually is required
to certify to their understanding of and adherence to the Code of Conduct. We
also invite employee feedback on our culture and workplace through our
ongoing employee engagement surveys. For a further discussion of the
culture, values and conduct of employees, see “Quantitative and Qualitative
Disclosures about Risk—Risk Management.”

Talent Development and Employee Representation

We are committed to the development of our workforce and supporting
mobility and career growth. Our talent development programs are designed to
provide employees with the resources to help them achieve their career goals,
build management skills and lead their organizations. We believe supporting
employee development and growth contributes to long-term retention. We
continue to offer leadership programs to support employees as they progress
in their career at the Firm.

Meritocracy is at the heart of Morgan Stanley’s talent development. We
believe a workforce that represents the societies in which we live and work,
and our global client base, is integral to Morgan Stanley’s continued success.
Furthermore, we believe that an inclusive workplace is in the best interests of
our employees and clients. We continue to invest in efforts to recruit, advance
and retain a talented and diverse workforce through a holistic approach that
centers on professional development, wellness and a culture that allows every
employee to thrive.

Morgan Stanley

Compensation, Financial and Employee Wellbeing

We provide responsible and effective compensation programs that reinforce
our values and culture through four key objectives: deliver pay for sustainable
performance, attract and retain top talent, align with shareholder interests and
mitigate excessive risk-taking. In addition to salaries, these programs (which
vary by location) include annual bonuses, retirement savings plans with
matching contributions, an employee stock purchase plan, student loan
refinancing and a financial wellbeing program. To promote equitable rewards
for all employees, we have enhanced our practices to support fair and
consistent compensation and rewards decisions based on merit, perform
ongoing reviews of compensation decisions and conduct regular assessments
of our rewards structure.

Our employees’ health is also central to our ongoing success. We support the
physical, mental and financial wellbeing of our global workforce and their
families by offering programs focusing on awareness, prevention and access.
Offerings vary by location and include: health care and insurance benefits,
mental health resources, flexible spending and health savings accounts, paid
time off, flexible work schedules, family leave, child and elder care resources,
financial help with fertility, adoption and surrogacy, and tuition assistance,
among many others. On-site services in our principal locations include health
centers, mental health counseling, fitness centers and physical therapy.

In 2024, we further enhanced our benefits offerings, introducing a new medical
plan administrator and option, and broader benefits decision support for
employees and their families. Our Global Wellbeing Board, comprised of senior
management fromacross the Firm’s businesses and geographies, continues to
shape and advance our wellbeing strategy with a focus on harmonizing our
global benefit programs. This year, we expanded our mental health and
wellbeing training program, now available to all businesses Firmwide. For
additional detail on our human capital programs and initiatives, see “Human
Capital” in our 2023 ESG Report (found on our website). The reports and
information elsewhere on our website are not incorporated by reference into,
and do not formany part of, this Annual Report.
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Human Capital Metrics

A
December 31,

Category Metric 2024
Employees by Americas 53
Employees raphy Asia 17
thousands) EMEA 10
0,
Culture Employ ee engagement! A’Stmto work at Morgan 929,
Giobal gender % Women 40 %
Ermployee representation % Wormen officer? 29 %
Representation U.S. ethic dversity % Ethnically diverse® 359,
representation . . .
% Ethnically diverse officer3 28 9,
Voluntary attrition in
2024 i % Global 99,
: Management Committee
Retention avera%e length of service
Tenure 23
All employees average length
of service (years) 7
. Total compensation and
Compensation Cmat'on and benefits expense in 2024
(millions) $ 26,178
. The Eercent disclosed is based on the 2023 biennial employee engagement survey results,
whicl reflec??gs es from 89% of employees. ploy &
2. Officer includes |r(gs Directors, Execufive Directors and \Ace Presidents.
3. U.S. ethnically diverse |gnat|ons allgn wth the Emal %)on n|ty Commnssnons
include Ameri ndian or Natlve ki

ethnicity and’race categories and Asian, Black or
African” American, Hispanic or Latino, Native Hawauan or Pacific Islander, and two or more
ces.

Information about Our Executive Officers

The executive officers of Morgan Stanley and their age and titles as of
February 21, 2025 are set forth below. Business experience is provided in
accordance with SEC rules.

Mandell L. Crawley (49). Executive Vice President (since February 2021) and
Chief Client Officer of Morgan Stanley (since January 2025). Chief Human
Resources Officer (February 2021 to January 2025). Head of Private Wealth
Management (June 2017 to January 2021). Chief Marketing Officer (September
2014 to June 2017). Head of National Business Development and Talent
Management for Wealth Management (June 2011 to September 2014).
Divisional Business Development Officer (May 2010 to June 2011). Regional
Business Development Officer (May 2009 to May 2010). Head of Field Sales
and Marketing (February 2008 to May 2009). Head of Fixed Income Capital
Markets Sales and Distribution for Wealth Management (April 2004 to
February 2008).

Fric F. Grossman (58). Executive Vice President and Chief Legal Officer of
Morgan Stanley (since January 2012) and Chief Administrative Officer (since
July 2022). Global Head of Legal (September 2010 to January 2012). Global
Head of Litigation (January 2006 to September 2010) and General Counsel of
the Americas (May 2009 to September 2010). General Counsel of Wealth
Management (November 2008 to September 2010). Partner at the law firm of
Davis Polk & Wardwell LLP (June 2001 to December 2005).

Edward Pick (56). Chairman of the Board of Directors of Morgan Stanley
(since January 2025) and Chief Executive
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Officer of Morgan Stanley (since January 2024). Co-President and Co-Head of
Corporate Strategy (June 2021 to December 2023). Head of Institutional
Securities (July 2018 to December 2023). Global Head of Sales and Trading
(October 2015 to July 2018). Head of Global Equities (March 2011 to October
2015). Co-Head of Global Equities (April 2009 to March 2011). Co-Head of
Global Capital Markets (July 2008 to April 2009). Co-Head of Global Equity
Capital Markets (December 2005 to July 2008).

Michael A. Pizzi (50). Executive Vice President and Head of Technology and
Operations (since January 2025), and Head of U.S. Banks and Head of
Technology of Morgan Stanley (from January 2023 to January 2025). Chairman
and CEO of Morgan Stanley Private Bank, National Association and Morgan
Stanley Bank, N.A. (from June 2021 to January 2025). Head of Digital Direct
and Co-Head of Equity Administration for Wealth Management (from October
2020 to June 2021). Chief Executive Officer of E*TRADE Financial Corporation
(fromAugust 2019 to October 2020) prior to its acquisition by Morgan Stanley
in 2020.

Andrew M. Saperstein (58). Co-President of Morgan Stanley (since June
2021). Head of Wealth Management (April 2019 to December 2023). Co-Head
of Wealth Management (January 2016 to April 2019). Co-Chief Operating
Officer of Institutional Securities (March 2015 to January 2016). Head of
Investment Products and Services (June 2012 to March 2015).

Daniel A. Simkowitz (59). Co-President of Morgan Stanley (since January
2024). Head of Investment Management (October 2015 to December 2023) and
Co-Head of Corporate Strategy (June 2021 to December 2023). Co-Head of
Global Capital Markets (March 2013 to September 2015). Chairman of Global
Capital Markets (November 2009 to March 2013). Managing Director in Global
Capital Markets (December 2000 to November 2009).

Charles A. Smith (58). Executive Vice President and Chief Risk Officer of
Morgan Stanley (since May 2023). Head of Institutional Securities Business
Development (March 2017 to May 2023). Chief Financial Officer of
Institutional Securities (August 2012 to March 2017). President of Morgan
Stanley Bank, N.A. and Morgan Stanley Private Bank, National Association
(September 2011 to August 2012). Head of Firm Strategy and Execution (May
2008 to September 2011). Managing Director in the Investment Banking
Division (December 2005 to May 2008).

Sharon Yeshaya (45). Executive Vice President and Chief Financial Officer of
Morgan Stanley (since June 2021). Head of Investor Relations (June 2016 to
May 2021). Chief of Staff'in the Office of the Chairman and CEO (January 2015
to May 2016). Co-Head of New Product Origination for Derivative Structured
Products (December 2012 to December 2014).
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Risk Factors

For a discussion of the risks and uncertainties that may affect our future
results and strategic objectives, see “Forward-Looking Statements” preceding
“Business” and “Return on Tangible Common Equity Goal” in
“Management’s Discussion and Analysis of Financial Condition and Results
of Operations.”

Market Risk

Market risk refers to the risk that a change in the level of one or more market
prices, rates, spreads, indices, volatilities, correlations or other market factors,
such as market liquidity, will result in losses for a position or portfolio. We
have direct exposure to market risk. In addition, market risk may also impact
our clients and markets in a manner that may indirectly impact us. For more
information on how we monitor and manage market risk, see “Quantitative and
Qualitative Disclosures about Risk—Market Risk.”

Our results of operations may be materially affected by market fluctuations
and by global financial market and economic conditions and other factors.

Our results of operations have been in the past and may, in the future, be
materially affected by global financial market and economic conditions,
including, in particular, by periods of low or slowing economic growth in the
United States and other major markets, both directly and indirectly through
their impact on client activity levels. These include the level and volatility of
equity, fixed income and commodity prices; the level, term structure and
volatility of interest rates; inflation, currency values and unemployment rates;
the level of other market indices, fiscal or monetary policies established by
govermnments, central banks and financial regulators; and uncertainty
concerning the future path of interest rates, government shutdowns, debt
ceilings or funding, which may be driven by economic conditions,
recessionary fears, market uncertainty or lack of confidence among investors
and clients due to the effects of widespread events such as global pandemics,
natural disasters, climate-related incidents, acts of war or aggression,
geopolitical instability, changes as a result of global elections, including
changes in U.S. presidential administrations or Congress, changes to global
trade policies, supply chain complications and the implementation of tariffs,
protectionist trade policies, trade sanctions or investment restrictions and
other factors, or a combination of these or other factors.

The results of our Institutional Securities business segment, particularly
results relating to our 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 we 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,
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can be impacted by market uncertainty or lack of investor and client
confidence due to unforeseen economic, geopolitical or market conditions that
in tum affect the size, number and timing of investment banking client
assignments and transactions and the realization of returns from our principal
investments.

Periods of unfavorable market or economic conditions, including equity market
levels and the level and pace of changes in interest rates and asset valuation,
may have adverse impacts on the level of individual investor confidence and
participation in the global markets and/or the level of and mix of client assets,
including deposits. This could also impact the level of net new asset flows
and/or flows into fee-based assets. Any of these factors could negatively
impact the results of our Wealth Management business segment.

Substantial market fluctuations or divergence in asset performance could also
cause variations in the value of our investments in our funds, the flow of
investment capital into or from AUM, and the way customers allocate capital
among money market, equity, fixed income or other investment alternatives,
which could negatively impact the results of our Investment Management
business segment.

The value of our financial instruments may be materially affected by market
fluctuations. Market volatility, illiquid market conditions and disruptions in the
markets may make it difficult to value and monetize certain of our financial
instruments, particularly during periods of market uncertainty or displacement.
Subsequent valuations in future periods, in light of factors then prevailing,
may result in significant changes in the value of these instruments and may
adversely impact historical or prospective fees and performance-based income
(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 we ultimately realize 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 our financial instruments, which may adversely affect our 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, which could
lead to increased individual counterparty risk for our businesses. Although
our risk management and monitoring processes seek to quantify and mitigate
risk to more extreme market moves, severe market events have historically
been difficult to predict, and we could realize significant losses if extreme
market events were to occur.
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Significant changes to interest rates could adversely affect our results of
operations.

Our net interest income is sensitive to changes in interest rates, generally
resulting in higher net interest income in higher interest rate scenarios and
lower net interest income in lower interest rate scenarios. The level and pace of
interest rate changes, along with other developments, such as pricing changes
to certain deposit types due to various competitive dynamics and alternative
cash-equivalent products available to depositors, have in the past impacted,
and could again impact, client preferences for cash allocation and the pace of
reallocation of client balances, resulting in changes in the deposit mix and
associated interest expense, as well as client demand for loans. These factors
have in the past adversely affected, and may in the future adversely affect, our
results of operations, including our net interest income.

Holding large and concentrated positions may expose us to losses.

Concentration of risk may reduce revenues or result in losses in our market-
making, investing, underwriting (including block trading) and lending
businesses (including margin lending) in the event of unfavorable market
movements. We commit substantial amounts of capital to these businesses,
which often results in our taking large positions in the securities of, or making
large loans to, a particular issuer or issuers in a particular industry, country or
region. In the event we hold a concentrated position larger than those held by
competitors, we may incur larger losses. For further information regarding our
country risk exposure, see also “Quantitative and Qualitative Disclosures
about Risk—Country Risk.”

Credit Risk

Credit risk refers to the risk of loss arising when a borrower, counterparty or
issuer does not meet its financial obligations to us. For more information on
how we monitor and manage credit risk, see “Quantitative and Qualitative
Disclosures about Risk—Credit Risk.”

We are exposed to the risk that third parties that are indebted to us will not
perform their obligations.

We incur significant credit risk exposure through our 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 us; acting as
clearing broker for listed and over-the-counter derivatives whereby we
guarantee client performance to clearinghouses; providing short- or long-term
funding that is secured by physical or financial collateral, including, but not
limited to, real estate and marketable securities, whose value may at times be
insufficient to fully cover the loan repayment amount; posting margin and/or
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collateral and other commitments to clearinghouses, 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 realized or expected defaults on the underlying
obligations or loans.

We also incur credit risk in our Wealth Management business segment
lending to mainly individual investors, including, but not limited to, margin-
and securities-based loans collateralized by securities, residential mortgage
loans, including home equity lines of credit (“HELOCs”), and structured loans
to ultra-high net worth clients, that are in most cases secured by various types
of collateral whose value may at times be insufficient to fully cover the loan
repayment amount, including marketable securities, private investments,
commercial real estate and other financial assets.

Our valuations related to, and reserves for losses on, credit exposures rely on
complex models, estimates and subjective judgments about the future. While
we believe current valuations and reserves adequately address our perceived
levels of risk, future economic conditions, including inflation and changes in
real estate and other asset values, that differ from or are more severe than
forecast, inaccurate models or assumptions, or external factors, such as
geopolitical events, changes in international trade policies, global pandemics
or natural disasters, could lead to inaccurate measurement of or deterioration
of credit quality of our borrowers and counterparties or the value of collateral
and result in unexpected losses. We may also incur higher-than-anticipated
credit losses as a result of (i) disputes with counterparties over the valuation
of collateral or (ii) actions taken by other lenders that may negatively impact
the valuation of collateral. In cases where we foreclose on collateral, sudden
declines in the value or liquidity of collateral may result in significant losses to
us despite our (i) credit monitoring, (i) over-collateralization, (iii) ability to call
for additional collateral or (iv) ability to force repayment of the underlying
obligation, especially where there is a single type of collateral supporting the
obligation. In addition, in the longer term, climate change may have a negative
impact on the financial condition of our clients, which may decrease revenues
fromthose clients and increase the credit risk associated with loans and other
credit exposures to those clients. Certain of our credit exposures may be
concentrated by counterparty, product, sector, portfolio, industry or
geographic region. Although our models and estimates account for
correlations among related types of exposures, a change in the market or
economic environment for a concentrated product or an external factor
impacting a concentrated counterparty, sector, portfolio, industry or
geographic region may result in credit losses in excess of amounts forecast.
For further information regarding our country risk exposure, see also
“Quantitative and Qualitative Disclosures about Risk—Country Risk.”

In addition, as a clearing member of several central counterparties, we are

responsible for the defaults or misconduct of our customers and could incur
financial losses
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in the event of default by other clearing members. Although we regularly
review our 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 and certain other
large financial services firms may be closely interrelated as a result of credit,
trading, clearing or other relationships among such entities. Increased
centralization of trading activities through particular clearinghouses, central
agents or exchanges may increase our concentration of risk with respect to
these entities. As a result, concems about, or a default or threatened default
by, one or more such entities could lead to significant market-wide liquidity
and credit problems, losses or defaults by other institutions, or require
financial commitments to multilateral actions intended to support market
stability. This is sometimes referred to as systemic risk and may adversely
affect financial intermediaries, such as clearinghouses, clearing agencies,
exchanges, banks and securities firms, with which we interact on a daily basis
and, therefore, could adversely affect us. See also “Systemic Risk Regime”
under  “Business—Supervision and  Regulation—Financial Holding
Company.”

Operational Risk

Operational risk refers to the risk of loss, or of damage to our reputation,
resulting from inadequate or failed processes or systems, human factors (e.g.,
inappropriate or unlawful conduct) or external events (e.g., cyberattacks or
third-party vulnerabilities) that may manifest as, for example, loss of
information, business disruption, theft and fraud, legal, regulatory and
compliance risks, or damage to physical assets. We may experience
operational risk across the full scope of our business activities, including
revenue-generating activities and support and control groups (e.g.,
information technology (“IT”) 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.” For more information
on how we monitor and manage operational risk, see “Quantitative and
Qualitative Disclosures about Risk—Operational Risk.”

We are subject to operational risks, including a failure, breach or other
disruption of our operations or security systems or those of our third parties
(or third parties thereof), as well as human error or malfeasance, which
could adversely affect our businesses or reputation.

Our businesses are highly dependent on our ability to process and report, on
a daily basis, a large number of transactions across numerous and diverse
markets in many currencies. We may introduce new products or services or
change processes or reporting, including in connection with new regulatory
requirements, or integration of processes or systems of
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acquired companies, resulting in new operational risk that we 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. We rely on
the ability of our employees, our consultants, our internal systems and
systems at technology centers maintained by unaffiliated third parties to
operate our different businesses and process a high volume of transactions.
Unusually high trading volumes or site usage could cause our systems to
operate at an unacceptably slow speed or even fail. Disruptions to,
destruction of, instability of or other failure to effectively maintain our IT
systems or external technology that allows our clients and customers to use
our products and services (including our self-directed brokerage platform and
mobile services) could harm our business and our reputation.

As a major participant in the global capital markets, we face the risk of
incorrect valuation or risk management of our trading positions due to flaws in
data, models, electronic trading systems or processes, or due to fraud or
cyberattacks. We also face the risk of operational failure or disruption of any
of the clearing agents, exchanges, clearinghouses or other financial
intermediaries we use to facilitate our lending, securities and derivatives
transactions. In addition, in the event of a breakdown or improper operation or
disposal of our, or a direct or indirect third party’s (or third parties thereof)
systems, processes or information assets, or improper or unauthorized action
by third parties, including consultants and subcontractors or our employees,
we have received in the past and may receive in the future regulatory
sanctions, and could suffer financial loss, an impairment to our liquidity
position, a disruption of our businesses or damage to our reputation.

In addition, the interconnectivity of multiple financial institutions with central
agents, exchanges and clearinghouses, and the increased importance of these
entities, increases the risk that an operational failure at one institution or entity
may cause an industrywide operational failure that could materially impact our
ability to conduct business. Furthermore, the concentration of Firm and
personal information held by a small number of third parties increases the risk
that a breach or disruption at a key third party may cause an industrywide
event that could significantly increase the cost and risk of conducting
business. These risks may be heightened to the extent that we rely on third
parties that are concentrated in a geographic area.

There can be no assurance that our or our third parties’ business contingency
and security response plans fully mitigate all potential risks to us. Our ability
to conduct business may be adversely affected by a disruption in the
infrastructure that supports our businesses and the communities where we are
located. This may include a disruption involving physical site access;
software flaws and
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vulnerabilities; cybersecurity incidents; terrorist activities; political unrest;
disease pandemics; catastrophic events; climate-related incidents and natural
disasters (such as earthquakes, tornadoes, floods, hurricanes and wildfires);
electrical outages; environmental hazards; computer servers; internet outages;
client access to our digital platforms and mobile applications; communication
platforms or other services we use; new technologies (such as generative
artificial intelligence); and our employees or third parties with whom we
conduct business. Although we and the third parties with whom we conduct
business employ backup systems for 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, the backup systems
may not process data as accurately or efficiently as the primary systems or the
backup data may be costly to recover, any of which could adversely affect our
business.

Notwithstanding evolving technology and technology-based risk and control
systems, our businesses ultimately rely on people, including our employees
and those of our third parties (or third parties thereof). As a result of human
error or engagement in violations of applicable policies, laws, rules or
procedures, certain errors or violations are not always discovered immediately
by our technological processes or by our controls and other procedures that
are intended to prevent and detect such errors or violations. These can
include calculation or input errors, inadvertent or duplicate payments,
mistakes in addressing emails or other communications, errors in software or
model development or implementation, or errors in judgment, as well as
intentional efforts to disregard or circumvent applicable policies, laws, rules or
procedures. Our use of new technologies may be undermined by such human
errors or misconduct due to undetected flaws or biases in the algorithms or
data utilized by such technologies. Human errors and malfeasance, even if
promptly discovered and remediated, can result in material losses and
Liabilities for us, and negatively impact our reputation in the future.

We conduct business in various jurisdictions outside the U.S., including
jurisdictions that may not have comparable levels of protection for their
corporate assets, such as intellectual property, trademarks, trade secrets,
know-how, and customer information and records. The protection afforded in
those jurisdictions may be less established and/or predictable than in the U.S.
or other jurisdictions in which we operate. As a result, there may also be
heightened risks associated with the potential theft of their data, technology
and intellectual property in those jurisdictions by domestic or foreign actors,
including private parties and those affiliated with or controlled by state actors.
Additionally, we are subject to complex and evolving U.S. and international
laws and regulations governing areas such as cybersecurity, privacy and data
govemance, transfer and protection, which may differ and potentially conflict,
in various jurisdictions. Any theft of data, technology or intellectual property
may negatively impact our operations and reputation, including disrupting the
business activities of our subsidiaries, affiliates,
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joint ventures or clients conducting business in those jurisdictions.

A cyberattack, information or security breach or a technology failure of
ours or a third party could adversely affect our ability to conduct our
business or manage our exposure to risk, or result in disclosure or misuse of
personal, confidential or proprietary information and otherwise adversely
impact our results of operations, liquidity and financial condition, as well
as cause reputational harm.

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, mobile telecommunications and cloud technologies to conduct
financial transactions; and the increased sophistication and activities of
organized crime, hackers, terrorists, nation-states, state-sponsored actors and
other parties. Any of these parties may also attempt to fraudulently induce
employees, customers, clients, vendors or other third parties or users of our
systems to disclose sensitive information in order to gain access to our
networks, systems or data or those of our employees or clients, and such
parties may see their effectiveness enhanced by the use of artificial
intelligence. Global events and geopolitical instability have also led to
increased nation-state targeting of financial institutions in the U.S. and
abroad.

Information security risks may also derive from human error, fraud or malice on
the part of our employees or third parties, software bugs, server malfunctions,
software or hardware failure or other technological failure. For example, human
error has led to the loss of the Firm's physical data-bearing devices in the past.
These risks may be heightened by several factors, including remote work,
reliance on new technologies (such as generative artificial intelligence) or as a
result of the integration of acquisitions and other strategic initiatives that may
subject us to new technology, customers or third-party providers. In addition,
third parties with whom we do business or share information, and each of their
service providers, our regulators and the third parties with whom our
customers and clients share information used for authentication, may also be
sources of cybersecurity and information security risks, particularly where
these activities are beyond our security and control systems. There is no
guarantee that the measures we take will provide absolute security or
recoverability given that the techniques used in cyberattacks are complex,
frequently change and are difficult to anticipate.

Like other financial services firms, the Firm, its third-party providers and its
clients continue to be the subject of unauthorized access attacks;
mishandling, loss, theft or misuse of information; computer viruses or
malware; cyberattacks designed to obtain confidential information, destroy
data, disrupt or degrade service, sabotage systems or networks, impede our
ability to execute or confirmsettlement of transactions or cause other damage;
ransomware; denial of
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service attacks; data breaches; social engineering attacks; phishing attacks;
and other events. There can be no assurance that such unauthorized access,
mishandling or misuse of information, or cybersecurity incidents will not occur
in the future and they could occur more frequently and on a more significant
scale.

We maintain a significant amount of personal and confidential information on
our customers, clients and certain counterparties that we are 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 we had not anticipated or that
adversely affect our business. A cyberattack, information or security breach,
or a technology failure of ours or of a third party could jeopardize our or our
clients’, employees’, partners’, vendors’ or counterparties’ personal,
confidential, proprietary or other information processed and stored in, and
transmitted through, our and our third parties’ computer systems and
networks. Furthermore, such events could cause interruptions or malfunctions
in our, our clients’, partners’, vendors’, counterparties’ or third parties’
operations, as well as the unauthorized release, gathering, monitoring, misuse,
loss or destruction of personal, confidential, proprietary and other information
of ours, our employees, our customers or of other third parties. Any of these
events could result in reputational damage with our clients and the market,
client dissatisfaction, additional costs to us to maintain and update our
operational and security systems and infrastructure, violation of the applicable
data protection and privacy laws, regulatory investigations and enforcement
actions, litigation exposure, or fines or penalties, any of which could adversely
affect our business, financial condition or results of operations.

Given our global footprint and the high volume of transactions we process;
the large number of clients, partners, vendors and counterparties we interact
with to conduct business; and the increasing sophistication of cyberattacks; a
cyberattack or information or security breach could occur and persist for an
extended period of time without detection. It could take considerable time for
us to determine the scope, extent, amount and type of information
compromised, and the impact of such an attack may not be fully understood.
During such time, we 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, if at all, all or any of
which would further increase the costs and consequences of a cyberattack or
information security incident.

While many of our agreements with partners and third parties include
indemmification provisions, we may not be able to recover sufficiently, or at all,
under such provisions to adequately offset any losses we may incur. In
addition, although we maintain 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 any or all losses
we may incur, and we

17

Morgan Stanley

cannot be sure that such insurance will continue to be available to us on
commercially reasonable terms, or at all, or that our insurers will not deny
coverage as to any future claim

We continue to make investments with a view toward maintaining and
enhancing our cybersecurity, resilience and information security posture,
including investments in technology and associated technology risk
management activities. The cost of managing cybersecurity and information
security risks and attacks, along with complying with new, increasingly
expansive and evolving regulatory requirements, could adversely affect our
results of operations and business.

Liquidity Risk

Liquidity risk refers to the risk that we will be unable to finance our operations
due to a loss of access to the capital markets or difficulty in liquidating our
assets. Liquidity risk also encompasses our ability (or perceived ability) to
meet our financial obligations without experiencing significant business
disruption or reputational damage that may threaten our viability as a going
concern, as well as the associated funding risks triggered by the market or
idiosyncratic stress events that may negatively affect our liquidity and may
impact our ability to raise new funding or the cost of new funding. For more
information on how we monitor and manage liquidity risk, see “Management’s
Discussion and Analysis of Financial Condition and Results of Operations—
Liquidity and Capital Resources” and “Quantitative and Qualitative
Disclosures about Risk—Liquidity Risk.”

Liquidity is essential to our businesses and we rely on external sources to
finance a significant portion of our operations.

Liquidity is essential to our businesses. Our liquidity could be negatively
affected by our inability to raise funding in the long-term or short-term debt
capital markets, our inability to access the secured lending markets, our
nability to attract and retain deposits, or unanticipated outflows of cash or
collateral by customers or clients. Factors that we cannot control, such as
volatility and 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 our ability to raise
funding.

In addition, our ability to raise funding could be impaired if investors,
depositors or lenders develop a negative perception of our long-term or short-
term financial prospects due to factors such as an incurrence of large trading,
credit or operational losses, a downgrade by the rating agencies, a decline in
the level of our business activity, if regulatory authorities take significant
action against us or our industry, or if we discover significant employee
misconduct or illegal activity.
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If we are unable to raise funding using the methods described above, we
would likely need to utilize other funding sources or finance or liquidate
unencumbered assets, such as our investment portfolios or trading assets, to
meet maturing liabilities or other obligations. We may be unable to sell some of
our assets or we may have to sell assets at a discount to market value, either
of which could adversely affect our results of operations, cash flows and
financial condition.

Our borrowing costs and access to the debt capital markets depend on our
credit ratings.

The cost and availability of unsecured financing generally are impacted by
(among other things) our long-term and short-term credit ratings. The rating
agencies continue to monitor certain Firmspecific and industrywide factors
that are important to the determination of our credit ratings. These include
govemance, capital adequacy, the level and quality of earnings, liquidity and
funding, risk appetite and management, asset quality, strategic direction,
business mix, regulatory or legislative changes, macroeconomic environment
and perceived levels of support, and it is possible that the rating agencies
could downgrade our ratings and those of similar institutions.

Our credit ratings also can have an adverse impact on certain trading
revenues, particularly in those businesses where longer-term counterparty
performance is a key consideration, such as 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 our Institutional Securities business segment, we may be
required to provide additional collateral to, or immediately settle any
outstanding liability balance with, certain counterparties in the event of a
credit rating downgrade.

Termination of our trading agreements could cause us to sustain losses and
impair our liquidity by requiring us to find other sources of financing or to
make significant payments in the form of cash or securities. The additional
collateral or termination payments that may occur in the event of a future
credit rating downgrade vary by contract and can be based on ratings by
Moody’s Investors Service, Inc., S&P Global Ratings and/or other rating
agencies. See also “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Liquidity and Capital Resources—
Credit Ratings—Incremental Collateral or Terminating Payments.”

We are a holding company and depend on payments from our subsidiaries.

The Parent Company has no business operations and depends on dividends,
distributions, loans and other payments fromits subsidiaries to fund dividend
payments and to fund all payments on its obligations, including debt
obligations. Regulatory restrictions, tax restrictions or elections and other
legal restrictions may limit our ability to transfer funds freely, either to or from
our subsidiaries. In particular, many of our
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subsidiaries, including our bank and broker-dealer subsidiaries, are subject to
laws, regulations and self-regulatory organization rules that, in certain
circumstances, limit, as well as permit regulatory bodies to block or reduce, the
flow of funds to the Parent Company, or that prohibit such transfers or
dividends altogether, including steps to “ring fence” entities by regulators
outside the U.S. to protect clients and creditors of such entities.

These laws, regulations and rules may hinder our ability to access funds that
we may need to make payments on our obligations. Furthermore, as a BHC, we
may become subject to a prohibition or to limitations on our ability to pay
dividends. The U.S. banking agencies have the authority, and under certain
circumstances the duty, to prohibit or to limit the payment of dividends or
other capital actions by the banking organizations they supervise, including
us and our U.S. Bank Subsidiaries. See “We may be prevented from paying
dividends or taking other capital actions because of regulatory constraints or
revised regulatory capital requirements” under “Legal, Regulatory and
Compliance Risk” herein.

Our liquidity and financial condition have in the past been, and in the
Sfuture could be, adversely affected by U.S. and international markets and
economic conditions.

Our 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, our cost and availability of funding in the past have been, and
may in the future be, adversely affected by illiquid credit markets, interest rates
and wider credit spreads. Significant turbulence in the U.S., the EU. and other
international markets and economies could adversely affect our liquidity and
financial condition and the willingness of certain counterparties and
customers to do business with us.

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; limitations on our business; or loss to reputation
we may suffer as a result of our failure to comply with laws, regulations, rules,
related self-regulatory organization standards and codes of conduct applicable
to our 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 AML, terrorist financing and
anti-corruption rules and regulations. For more information on how we monitor
and manage legal, regulatory and compliance risk, see “Quantitative and
Qualitative Disclosures about Risk—Legal, Regulatory and Compliance Risk.”
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The financial services industry is subject to extenmsive regulation, and
changes in regulation will impact our business.

Like other major financial services firms, we are 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 we conduct our
business, including an increasing number of complex sanctions and disclosure
regimes. These laws and regulations, which may continue to increase in
volume and complexity, significantly affect the way and costs of doing
business and can restrict the scope of our existing businesses and limit our
ability to expand our product offerings and pursue certain investments.

The Firm and its employees are subject to wide-ranging regulation and
supervision, which, among other things, subject us to intensive scrutiny of
our businesses and any plans for expansion of those businesses through
acquisitions or otherwise, limitations on activities, a systemic risk regime that
imposes heightened capital and liquidity and funding requirements, including
the global implementation of capital standards established by the Basel
Committee, and other enhanced prudential standards, resolution regimes and
resolution planning requirements, requirements for maintaining minimum
amounts of TLAC and external long-term debt, restrictions on activities and
investments imposed by the Volcker Rule, comprehensive derivatives
regulation, interest rate benchmark requirements, commodities regulation,
market structure regulation, consumer protection regulation, AML, terrorist
financing and anti-corruption rules and regulations, tax regulations and
interpretations, antitrust laws, trade and transaction reporting obligations,
requirements related to preventing the misuse of confidential information,
including material non-public information, record-keeping requirements,
broadened fiduciary obligations and disclosure requirements.

New laws, rules, regulations and guidelines, as well as ongoing
implementation of, our efforts to comply with, and/or changes to laws, rules,
regulations and guidelines, including changes in the breadth, application,
interpretation or enforcement of laws, rules, regulations and guidelines, could
materially impact the profitability of our businesses and the value of assets we
hold, impact our income tax provision and effective tax rate, expose us to
additional theories of liability and additional costs, require changes to
business practices or force us to discontinue businesses, adversely affect our
ability to pay dividends and repurchase our stock or require us to raise capital,
including in ways that may adversely impact our shareholders or creditors.

In addition, regulatory requirements that are imposed by foreign policymakers
and regulators may be inconsistent or conflict with regulations that we are
subject to in the U.S. and may adversely affect us.
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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 our security holders and
subject us to other restrictions.

We are required to submit once every two years to the Federal Reserve and
the FDIC a resolution plan that describes our 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 our resolution plan submission was not credible or would not
facilitate an orderly resolution, and if we were unsuccessful in addressing any
deficiencies identified by the regulators, we or any of our subsidiaries may be
subject to more stringent capital, leverage or liquidity requirements or
restrictions on our growth, activities or operations, or after a two-year period,
we may be required to divest assets or operations.

In addition, provided that certain procedures are met, we can be subject to a
resolution proceeding under the orderly liquidation authority under Title II of
the Dodd-Frank Act with the FDIC being appointed as receiver instead of
being resolved under the U.S. Bankruptcy Code. 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 our unsecured debt. See
“Business—Supervision and Regulation” and ‘“Management’s Discussion
and Analysis of Financial Condition and Results of Operations—Liquidity and
Capital Resources—Regulatory Requirements.”

Further, because both our resolution plan contemplates an SPOE strategy
under the U.S. Bankruptcy Code and the FDIC has indicated that it expects to
use an SPOE strategy through which it may apply its orderly liquidation
authority powers for a U.S. G-SIB, we believe that the application of an SPOE
strategy is the reasonably likely outcome if either our resolution plan were
implemented or a resolution proceeding were commenced under the orderly
liquidation authority. An SPOE strategy generally contemplates the provision
of adequate capital and liquidity by the Parent Company to certain of its
subsidiaries so that such subsidiaries have the resources necessary to
implement the resolution strategy, and the Parent Company has entered into a
secured amended and restated support agreement with such entities, pursuant
to which it would provide such capital and liquidity to such entities.

In addition, a wholly owned, direct subsidiary of the Parent Company, Morgan
Stanley Holdings LLC (“Funding IHC”), serves as a resolution funding
vehicle. The Parent Company has transferred, and has agreed to transfer on an
ongoing basis, certain assets to the Funding IHC. In the event of a resolution
scenario, the Parent Company would be obligated to contribute all of its
material assets that can be contributed under the terms of the amended and
restated support
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agreement (other than shares in subsidiaries of the Parent Company and
certain other assets) to the Funding IHC. The Funding IHC would be obligated
to provide capital and liquidity, as applicable, to certain supported
subsidiaries, pursuant to the terms of the secured amended and restated
support agreement.

The obligations of the Parent Company and of the Funding IHC, respectively,
under the amended and restated support agreement are in most cases secured
on a senior basis by the assets of the Parent Company (other than shares in
subsidiaries of the Parent Company and certain other assets), and the assets
of the Funding IHC, as applicable. As a result, claims of certain supported
subsidiaries, including the Funding THC, against the assets of the Parent
Company with respect to such secured assets are effectively senior to
unsecured obligations of the Parent Company.

Although an SPOE strategy, whether applied pursuant to our 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 the Parent Company’s supported subsidiaries pursuant to the
secured amended and restated support agreement, will not result in greater
losses for holders of our securities compared with a different resolution
strategy forus.

Regulators have taken and proposed various actions to facilitate an SPOE
strategy under the U.S. Bankruptcy Code, the orderly liquidation authority and
other resolution regimes. For example, the Federal Reserve requires top-tier
BHCs of US. GSIBs, including the Firm, to maintain adequate TLAC,
including equity and eligible long-term debt, in order to ensure that such
institutions have enough loss-absorbing resources at the point of failure to be
recapitalized 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 our losses will be imposed on the holders of eligible long-
term debt and other forms of eligible TLAC issued by the Parent Company
before any losses are imposed on the creditors of our supported subsidiaries
without requiring taxpayer or government financial support.

In addition, certain jurisdictions, including the UK. and EU. jurisdictions,
have implemented changes to resolution regimes to provide resolution
authorities with the ability to recapitalize a failing entity organized 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 recapitalization of a failing institution by allocating losses to its
shareholders and unsecured creditors. This may increase the overall level of
capital and liquidity required by us on a consolidated basis and may result in
limitations on our ability to efficiently distribute capital and liquidity among
our affiliated entities, including in times of stress. Non-U.S. regulators are also
considering requirements that certain subsidiaries of large financial
institutions maintain minimum
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amounts of TLAC that would pass losses up from the subsidiaries to the
Parent Company and, ultimately, to security holders of the Parent Company in
the event of failure.

We may be prevented fiom paying dividends or taking other capital actions
because of regulatory constraints or revised regulatory capital
requirements.

We are subject to comprehensive consolidated supervision, regulation and
examination by the Federal Reserve, including with respect to regulatory
capital requirements, stress testing and capital planning. We submit, on at
least an annual basis, a capital plan to the Federal Reserve describing
proposed dividend payments to shareholders, proposed repurchases of our
outstanding securities and other proposed capital actions that we intend to
take. Our ability to take capital actions described in the capital plan is
dependent on, among other factors, the results of supervisory stress tests
conducted by the Federal Reserve and our compliance with regulatory capital
requirements imposed by the Federal Reserve.

In addition, the Federal Reserve may change regulatory capital requirements to
impose higher requirements that restrict our ability to take capital actions or
may modify or impose other regulatory standards or restrictions that increase
our operating expenses or constrain our ability to take capital actions. For
additional information, see “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Liquidity and Capital
Resources.”

The financial services industry faces substantial litigation and is subject to
extensive regulatory and law enforcement investigations, and we may face
damage to our reputation and legal liability.

As a global financial services firm, we face the risk of investigations and
proceedings by govermnmental and self-regulatory organizations in all
countries in which we conduct our business. These investigations and
proceedings, as well as the amount of penalties and fines sought, continue to
impact the financial services industry. Certain U.S. and international
govermnmental entities have brought criminal actions against, or have sought
criminal convictions, pleas, deferred prosecution agreements or non-
prosecution agreements from financial institutions. Significant regulatory or
law enforcement action against us could materially adversely affect our
business, reputation, financial condition or results of operations, and increase
our exposure to civil litigation.

Investigations and proceedings initiated by these authorities may result in
adverse judgments, settlements, fines, penalties, disgorgement, restitution,
forfeiture, injunctions or other relief, and have included and may in the future
include requirements that the Firm admit certain conduct, which may result in
increased exposure to civil litigation. In addition, these measures have caused
and may in the future cause collateral consequences. For example, such
matters could impact our ability to engage in, or impose limitations on, certain
of our businesses.
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As part of the resolution of certain investigations and proceedings, the Firm
has been and may in the future be required to undertake certain measures and
failure to do so may result in adverse consequences, such as further
investigations or proceedings—both civil and criminal—and additional
penalties, fines, judgments or other relief.

The Dodd-Frank Act also provides compensation to whistleblowers who
present the SEC or CFTC with information related to securities or commodities
law violations that leads to a successful enforcement action. As a result of this
compensation, it is possible we could face an increased number of
investigations by the SEC or CFTC.

We have 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 our 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 or
claims for indeterminate amounts of damages, or may result in material
penalties, fines or other results adverse to us.

In some cases, the third-party entities that would otherwise be the primary
defendants in such cases are bankrupt, in financial distress or may not honor
applicable indemnification obligations. In other cases, including antitrust
litigation, we 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, we are also subject to
risk from potential employee misconduct, including noncompliance with
policies, laws, rules and regulations, and improper use or disclosure of
confidential information, or improper sales practices or other conduct.

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

We originate loans secured by commercial and residential properties. Further,
we securitize and trade in a wide range of commercial and residential real estate
and real estate-related assets and products. In connection with these
activities, we have provided, or otherwise agreed to be responsible for, certain
representations and warranties. Under certain circumstances, we may be
required to repurchase such assets or make other payments related to such
assets if such representations and warranties were breached, and may incur
losses as a result. We have also made representations and warranties in
connection with our role as an originator of certain loans that we securitized in
CMBS and RMBS. For additional information, see Note 14 to the financial
statements.
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A failure to address conflicts of interest appropriately could adversely affect
our 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, we face potential conflicts of interest in
the normal course of business. For example, potential conflicts can occur when
there is a divergence of interests between us and a client, among clients,
between an employee on the one hand and us or a client on the other, or
situations in which we may be a creditor of a client. Moreover, we utilize
multiple brands and business channels, including those resulting from our
acquisitions, and continue to enhance the collaboration across business
segments, which may heighten the potential conflicts of interest or the risk of
improper sharing of information.

We have policies, procedures and controls that are designed to identify and
address potential conflicts of interest, and we utilize 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 our reputation
at risk even if the likelihood of an actual conflict has been mitigated. It is
possible that potential conflicts could give rise to litigation or enforcement
actions, which may lead to our clients being less willing to enter into
transactions in which a conflict may occur and could adversely affect our
businesses and reputation.

Our regulators also have the ability to scrutinize our activities for potential
conflicts of interest, including through detailed examinations of specific
transactions. For example, our status as a BHC supervised by the Federal
Reserve subjects us to direct Federal Reserve scrutiny with respect to
transactions between our U.S. Bank Subsidiaries and their affiliates. Further,
the Volcker Rule subjects us to regulatory scrutiny regarding certain
transactions between us and our clients.

Risk Management

Our risk management strategies, models and processes may not be fully
effective in mitigating our risk exposures in all market environments or
against all types of risk, which could result in unexpected losses.

We have devoted significant resources to develop our risk management
strategies, models and processes, including our use of various risk models for
assessing market, credit, liquidity and operational exposures and hedging
strategies, stress testing and other analysis capabilities, and expect to
continue to do so in the future. Nonetheless, our risk management capabilities
may not be fully effective in mitigating our risk exposure in all market
environments or against all types of risk, including risks that are unidentified
or unanticipated.
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As our businesses change and grow, including through acquisitions and the
introduction and application of new technologies, such as artificial
intelligence, and the markets in which we operate evolve, our risk management
strategies, models and processes may not always adapt with those changes.
Some of our methods of managing risk are based upon our use of observed
historical market behavior 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 we use 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, such as the impact of a pandemic
or a sudden geopolitical conflict, which could cause us 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. Our trading risk
management strategies and techniques also seek to balance our ability to
profit fromtrading positions with our exposure to potential losses.

While we employ 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 our trading or
investing activities involve less liquid trading markets or are otherwise subject
to restrictions on sales or hedging, we may not be able to reduce our positions
and, therefore, reduce our risk associated with such positions. We may,
therefore, incur losses in the course of our trading or investing activities. For
more information on how we monitor and manage market and certain other
risks and related strategies, models and processes, see “Quantitative and
Qualitative Disclosures about Risk—Market Risk.”

Climate change manifesting as physical or transition risks could result in
increased costs and risks and adversely affect our operations, businesses
and clients.

There continues to be increasing concern over the risks of climate change and
related sustainability matters. The physical risks of climate change include
harmto people and property arising fromacute, climate-related events, such as
floods, hurricanes, heatwaves, droughts and wildfires, and chronic, longer-
term shifts in climate patterns, such as higher global average temperatures,
rising sea levels and long-term droughts. Such events could disrupt our
operations or those of our clients or third parties on which we rely, including
through direct damage to physical assets and indirect impacts from supply
chain disruption and market volatility. These events could impact the ability of
certain of our clients or
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customers to repay their obligations, reduce the value of collateral, increase
costs, including the cost or availability of insurance coverage, and result in
other adverse effects.

The transition risks of climate change include policy, legal, technology and
market changes. Examples of these transition risks include changes in
consumer and business sentiment, related technologies, shareholder
preferences and any additional regulatory and legislative requirements,
including increased disclosure or regulation of carbon emissions. These risks
could increase our expenses and adversely impact our strategies. Negative
impacts to certain of our clients, such as decreased profitability and asset
write-downs, could also lead to increased credit and liquidity risk to us.

In addition, our reputation and client relationships may be adversely impacted
as a result of our, or our clients’, involvement in certain practices that may
have, or are associated with having, an adverse impact on climate change.
Legislative or regulatory change regarding climate-related risks, including
inconsistent requirements and uncertainties, could result in loss of revenue, or
increased credit, market, liquidity, regulatory, compliance, reputational and
other risks and costs.

Our ability to achieve our climate-related targets and commitments and the
way we go about this could also result in reputational harm as a result of
public sentiment, legislative and regulatory scrutiny (including from U.S.
federal and state governments and foreign policymakers and regulators),
litigation and reduced investor and stakeholder confidence. If we are unable to
achieve our objectives relating to climate change or our current response to
climate change is perceived to be ineffective or insufficient, or the way we
respond is perceived negatively, our business and reputation may suffer.

The risks associated with, and the perspective of regulators, governments,
shareholders, employees and other stakeholders regarding climate change, as
well as geopolitical events, continue to evolve rapidly, making it difficult to
assess the ultimate impact on us of climate-related risks and uncertainties. As
climate risk is interconnected with other risks, we have developed and
continue to enhance processes to embed climate risk considerations into our
risk management practices and governance structures. Despite our risk
management practices, the unpredictability surrounding the timing and
severity of climate-related events, and societal or political changes in reaction
to them, make it difficult to predict, identify, monitor and mitigate climate risks.

In addition, the methodologies and data used to manage and monitor climate
risk continue to evolve. Current approaches utilize information and estimates
that have been derived from information or factors released by third-party
sources, which may not reflect the latest or most accurate data. Climate-related
data, particularly greenhouse gas emissions for clients and counterparties,
remains limited in availability and varies in quality. Certain third-party
information may also change
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over time as methodologies evolve and are refined. While we believe this
information is the best available at the time, we may only be able to complete
limited validation. Furthermore, modeling capabilities and methodologies to
analyze climate-related risks, although improving, remain nascent and
emerging and are subject to uncertainty due to limited historical trend
information and the absence of standardized and comprehensive data. These
and other factors could cause results to differ materially, which could impact
our ability to manage climate-related risks.

Competitive Environment

We face strong competition from financial services firms and others, which
could lead to pricing pressures that could materially adversely affect our
revenues and profitability.

The financial services industry and all aspects of our businesses are intensely
competitive, and we expect them to remain so. We compete with commercial
banks, global investment banks, regional banks, broker-dealers, wire houses,
private banks, registered investment advisers, digital investing platforms,
traditional and alternative asset managers, financial technology firms and
other companies offering financial and ancillary services in the U.S. and
globally. We compete on the basis of several factors, including transaction
execution, capital or access to capital, products and services, innovation,
technology, reputation, risk appetite and price.

We have experienced, and will likely continue to experience, increased
competition in the U.S. and globally driven by established financial services
firms and emerging firms, including non-financial companies and business
models focusing on technology innovation, competing for the same clients
and assets, or offering similar products and services to retail and institutional
customers. It is also possible that competition may become even more intense
as we continue to compete with financial or other institutions that may be, or
will become, larger, or better capitalized, or may have a stronger local presence
and longer operating history in certain geographies or products.

We have experienced, and may continue to experience, pricing pressures as a
result of these factors and as some of our competitors seek to obtain market
share by reducing prices and fees, paying higher interest rates on deposits,
eliminating commissions or other fees or otherwise providing more favorable
terms of business. In addition, certain of our competitors may be subject to
different and, in some cases, less stringent, legal and regulatory regimes than
we are, thereby putting us at a competitive disadvantage. For more information
regarding the competitive environment in which we operate, see “Business—
Competition” and “Business—Supervision and Regulation.”
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Automated trading markets and the introduction and application of new
technologies may adversely affect our business and may increase
competition.

We continue to experience price competition in some of our businesses. In
particular, the ability to execute securities, derivatives and other financial
instrument trades electronically on exchanges, swap execution facilities and
other automated trading platforms, and the introduction and application of
new technologies, including generative artificial intelligence, will likely
continue the pressure on revenues. The trend toward direct access to
automated, electronic markets will likely continue as additional markets move
to more automated trading platforms. We have experienced, and will likely
continue to experience, competitive pressures in these and other areas in the
future.

Our ability to retain and attract qualified employees is critical to the
success of our business and the failure to do so may materially adversely
affect our performance.

Our people are our most important asset. We compete with various other
companies in attracting and retaining qualified and skilled personnel. If we are
unable to continue to attract, integrate and retain highly qualified employees
or successfully transition key roles, or do so at levels or in forms necessary to
maintain our competitive position, our performance, including our competitive
position and results of operations, could be materially adversely affected. Our
ability to attract and retain qualified and skilled personnel depends on
numerous factors, some of which are outside of our control.

Compensation costs required to attract and retain employees may increase or
the competitive market for talent may further intensify due to factors such as
low unemployment, a strong job market and changes in employees’
expectations, concemns and preferences. The financial industry has
experienced, and may continue to experience, more stringent regulation of
employee compensation than other industries, which may or may not impact
competitors. These more stringent regulations have shaped our compensation
practices, which could have an adverse effect on our ability to hire or retain
the most qualified employees.

International Risk

We are subject to numerous political, economic, legal, tax, operational,
franchise and other risks as a result of our international operations that
could adversely impact our businesses in many ways.

We are subject to numerous political, economic, legal, tax, operational,
franchise and other risks that are inherent in operating in many countries,
including risks of possible nationalization, expropriation, price controls, capital
controls, exchange controls, increased taxes and levies, cybersecurity, data
transfer and outsourcing restrictions, regulatory scrutiny regarding the use of
new technologies, prohibitions on certain
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types of foreign and capital market activities, limitations on cross-border
listings and other restrictive governmental actions, as well as the outbreak of
hostilities or political and governmental instability, including tensions
between China and the U.S., the expansion or escalation of hostilities between
Russia and Ukraine or in the Middle East, or the initiation or escalation of
hostilities or terrorist activity around the world and the potential associated
impacts on global and local economies and our operations. In many countries,
the laws and regulations applicable to the securities and financial services
industries and multinational corporations are uncertain, evolving and subject
to sudden change or may be inconsistent with U.S. law. It may also be difficult
for us to determine the exact requirements of local laws in every market or
adapt to changes in law, which could adversely impact our businesses. Our
inability to remain in compliance with local laws in a particular market could
have a significant and negative effect not only on our business in that market
but also on our reputation generally. We are also subject to the risk that
transactions we structure 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 our businesses and increase volatility in financial
markets generally.

A disease pandemic or other widespread health emergencies, natural disasters,
climate-related incidents, terrorist activities or military actions, or social or
political tensions, could create economic and financial disruptions in emerging
markets or in other areas of the global economy that could adversely affect our
businesses, or could lead to operational difficulties, including travel limitations
and supply chain complications, that could impair our ability to manage or
conduct our businesses around the world.

As a U.S. company, we are required to comply with the economic sanctions
and embargo programs administered by OFAC and similar multinational bodies
and governmental agencies worldwide, which may be inconsistent with local
law. We and certain of our subsidiaries are also subject to applicable AML
and/or anti-corruption laws in the U.S., as well as in the jurisdictions in which
we operate, including the Bank Secrecy Act, the U.S. Foreign Corrupt
Practices Act and the UK. Bribery Act. A violation of a sanction, embargo
program, AML or anti-corruption law could subject us, and individual
employees, to a regulatory enforcement action, as well as significant civil and
criminal penalties.
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Acquisition, Divestiture and Joint Venture Risk

We may be unable to fully capture the expected value firom acquisitions,
divestitures, joint ventures, partnerships, minority stakes or strategic
alliances, and certain acquisitions may subject our business to new or
increased risk.

In connection with past or future acquisitions, divestitures, joint ventures,
partnerships, minority stakes or strategic alliances (including with Mitsubishi
UFJ Financial Group, Inc. (“MUFG’)), we face numerous risks and
uncertainties in combining, transferring, separating or integrating the relevant
businesses and systems that may present operational and other risks,
including the need to combine or separate accounting, data processing,
technology and other systems, management controls and legal entities, and to
integrate relationships with clients, trading counterparties and business
partners. Certain of these strategic initiatives, and integration thereof, may
cause us to incur incremental expenses and may also require incremental
financial, management and other resources.

In the case of joint ventures, partnerships and minority stakes, we are subject
to additional risks and uncertainties because we may be dependent upon, and
subject to liability, losses or franchise and reputational damage relating to
systems, controls and personnel that are not under our control, and conflicts
or disagreements between us and any of our partners may negatively impact
the benefits to be achieved by the relevant partnerships.

There is no assurance that any of our acquisitions, divestitures or investments
will be successfully integrated or disaggregated or yield all of the positive
benefits and synergies anticipated. If we are not able to integrate or
disaggregate successfully our past and future acquisitions or dispositions,
including aligning the processes, policies and procedures of the acquired
entities with our standards, there is a risk that our results of operations,
financial condition and cash flows may be materially and adversely affected.

Certain of our business initiatives, including expansions of existing
businesses or the introduction of new products, may change our client or
account profile or bring us into contact, directly or indirectly, with individuals
and entities that are not within our traditional client and counterparty base and
may expose us to new asset classes, services, competitors and new markets.
These business activities expose us to new and enhanced risks, greater
regulatory scrutiny of these activities, increased credit-related, sovereign,
compliance and operational risks, as well as franchise and reputational
concerns regarding the manner in which these assets are being operated or
held, or services are being delivered.

For more information regarding the regulatory environment in which we
operate, see also “Business—Supervision and Regulation.”
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Cybersecurity

For a discussion of cybersecurity, see “Quantitative and Qualitative
Disclosures about Risk— Operational Risk— Cybersecurity.”

Morgan Stanley

Management’s Discussion and Analysis of Financial Condition and Results of Operations

Introduction

Morgan Stanley is a global financial services firm that maintains significant
market positions in each of its business segments—Institutional Securities,
Wealth Management and Investment Management. Morgan Stanley, through
its subsidiaries and affiliates, provides a wide variety of products and services
to a large and diversified group of clients and customers, including
corporations, governments, financial institutions and individuals. Unless the
context otherwise requires, the terms “Morgan Stanley,” “Firm,” “us,” “we” or
“our” mean Morgan Stanley (the “Parent Company”) together with its
consolidated subsidiaries. See the “Glossary of Common Terms and
Acronyms” for the definition of certain terms and acronyms used throughout
this Form 10-K. For an analysis of 2023 results compared with 2022 results, see
Part II, Item 7, “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” in the annual report on Form 10-K for
the year ended December 31, 2023 filed with the SEC.

A description of the clients and principal products and services of each of our
business segments is as follows:

Institutional Securities provides a variety of products and services to
corporations, governments, financial institutions and ultra-high net worth
clients. Investment Banking services consist of capital raising and financial
advisory services, including the underwriting of debt, equity securities and
other products, as well as advice on mergers and acquisitions,
restructurings and project finance. Our Equity and Fixed Income businesses
include sales, financing, prime brokerage, market-making, Asia wealth
management services and certain business-related investments. Lending
activities include originating corporate loans and commercial real estate
loans, providing secured lending facilities, and extending securities-based
and other financing to clients. Other activities include research.

Wealth Management provides a comprehensive array of financial services
and solutions to individual investors and small to medium-sized businesses
and institutions. Wealth Management covers: financial advisor-led
brokerage, custody, administrative and investment advisory services; self-
directed brokerage services; financial and wealth planning services;
workplace services, including stock plan administration; securities-based
lending, residential and commercial real estate loans and other lending
products; banking; and retirement plan services.

25

Investment Management provides a broad range of investment strategies
and products that span geographies, asset classes, and public and private
markets to a diverse group of clients across institutional and intermediary
channels. Strategies and products, which are offered through a variety of
investment vehicles, include equity, fixed income, altematives and
solutions, and liquidity and overlay services. Institutional clients include
defined benefit/defined contribution plans, foundations, endowments,
government entities, sovereign wealth funds, insurance companies, third-
party fund sponsors and corporations. Individual clients are generally
served through intermediaries, including affiliated and non-affiliated
distributors.

Management’s Discussion and Analysis includes certain metrics that we
believe to be useful to us, investors, analysts and other stakeholders by
providing further transparency about, or an additional means of assessing, our
financial condition and operating results. Such metrics, when used, are defined
and may be different from or inconsistent with metrics used by other
companies.

The results of operations in the past have been, and in the future may
continue to be, materially affected by: competition; legislative, legal and
regulatory developments; and other risk factors. These factors also may have
an adverse impact on our ability to achieve our strategic objectives.
Additionally, the discussion of our results of operations herein may contain
forward-looking statements. These statements, which reflect management’s
beliefs and expectations, are subject to risks and uncertainties that may cause
actual results to differ materially. For a discussion of the risks and
uncertainties that may affect our future results, see ‘“Forward-Looking
Statements”,  “Business—Competition”,  “Business—Supervision — and
Regulation”, “Risk Factors” and “Liquidity and Capital Resources—
Regulatory Requirements” herein.
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Management’s Discussion and Analysis Morgan Stanley
Executive Summary Net Reverues
Overview of Financial Results
Consolidated Results—Full Year Ended December 31, 2024
¢ The Firm reported net revenues of $61.8 billion and net income of $13.4
billion, reflecting strong results across our business segments. $61.761
$53,668 $54,143
* The Firm delivered ROE of 14.0% and ROTCE of 18.8% (see “Selected Non-
GAAP Financial Information™ herein).
» The Firm expense efficiency ratio was 71% compared to 77% in the prior
year, reflecting higher revenues and expense discipline. In the prior year, the 2022 2023 2024

ratio was negatively impacted by specific severance costs of $353 million,

integration-related expenses of $293 million, an FDIC special assessment of .

$286 million and higher legal expenses related to a $249 million settlement in Fﬁ,,t,,',?o"gme Applicable to Morgan Stanley
connection with resolutions of investigations into the Firm’s blocks

business. (See “Expenses” herein for more information).

The Firm accreted $5.6 billion of Common Equity Tier 1 capital while

supporting clients and retuming capital to shareholders. At December 31,

2024, the Firm’s Standardized Common Equity Tier 1 capital ratio was 15.9%. 3
13,390

Institutional Securities net revenues of $28.1 billion reflect higher results $11,029 e

across businesses and regions on higher client activity and improved g

market conditions.

Wealth Management delivered net revenues of $28.4 billion, reflecting R R ——
higher Asset management and Transactional revenues. The pre-tax margin 2022 2023 2024
was 27.2%. Fee-based asset flows were $123 billion and the business added

net new assets of $252 billion.

Earnings per Diluted Common Share

6.15
-

2022 2023 2024

Investment Management reported net revenues of $5.9 billion, primarily
driven by asset management revenues on higher average AUM.

2024 Compared with 2023

* We reported net revenues of $61.8 billion in 2024, which increased by 14%
compared with $54.1 billion in 2023. Net income applicable to Morgan
Stanley was $13.4 billion in 2024, which increased by 47% compared with
$9.1 billion in 2023. Diluted earnings per common share was $7.95 in 2024,
which increased by 53% compared with $5.18 in 2023.
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Non-Interest Expenses
(Sinnillions)
$43,901

$41,798
$39,299

$16,246 st ST

$23,053 $24,558 $26,178

2022 2023 2024

Compensation and benefits expenses Il Non-compensation expenses

» Compensation and benefits expenses of $26,178 million in 2024 increased 7%
from the prior year, primarily due to an increase in the formulaic payout to
Wealth Management representatives and higher discretionary incentive
compensation, both on higher revenues, partially offset by lower severance
costs.

In 2023, Compensation and benefits expenses included severance costs of
$353 million, primarily associated with a specific Firmwide reduction in
workforce during the second quarter of 2023. We recorded severance costs
of $220 million in the Institutional Securities business segment, $105 million
in the Wealth Management business segment, and $28 million in the
Investment Management business segment for 2023.

In 2022, Compensation and benefits expenses included severance costs of
$133 million, associated with a specific Firmwide reduction in workforce
during the fourth quarter of 2022. We recorded severance costs of $88
million in the Institutional Securities business segment, $30 million in the
Wealth Management business segment, and $15 million in the Investment
Management business segment for 2022. These specific reductions in
workforce occurred across the Firm’s business segments and geographic
regions, impacted approximately 4% and 1% of the Firm’s global workforce
in 2023 and 2022, respectively, and resulted from the Firm’s review of its
global workforce, operating expenses and the business environment
following the acquisitions of E*TRADE Financial Corporation
(“E*TRADE”) and Eaton Vance Corp. (“Eaton Vance”), rather than a change
in strategy or exit of businesses. These costs were primarily incurred in the
Anmericas and EMEA, with the majority in the Americas.

Non-compensation expenses of $17,723 million in 2024 increased 3% from
the prior year, primarily driven by higher execution-related expenses and
increased technology spend, partially offset by lower legal expenses and
lower FDIC special assessment cost.
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In 2023, integration-related expenses were $293 million, of which $201 million
related to the integration of E*TRADE within the Wealth Management
business segment and $92 million related to the integration of Eaton Vance
within the Investment Management business segment. In 2022, integration-
related expenses were $470 million, of which $357 million related to the
integration of E*TRADE within the Wealth Management business segment
and $113 million related to the integration of Eaton Vance within the
Investment Management business segment. Integration-related expenses
primarily included non-compensation expenses such as information
technology expense related to the consolidation of platforms, and
professional fees related to changes in legal entity structures and the
integration of clients, within both Wealth Management and Investment
Management business segments. Integration-related activities were
substantially completed as of December 31, 2023.

Provision for Credit Losses

The Provision for credit losses on loans and lending commitments of $264
million in 2024 was primarily related to certain specific commercial real estate
loans and growth in the corporate loan portfolio, partially offset by
improvements in the macroeconomic outlook. The Provision for credit losses
on loans and lending commitments of $532 million in 2023 was primarily related
to credit deterioration in the commercial real estate sector, including
provisions for certain specific loans, mainly in the office portfolio, and modest
growth in certain other loan portfolios.

For further information on the Provision for credit losses, see “Credit Risk”
herein.

Business Segment Results
Net Revenues by Segment!
($innillions)
$61,761
$53,668 $54,143 $5,861

$5,375 $5,370

$24,393 $23,060 428,080

2022 2023 2024

M Institutional Securities [l Wealth Management

Investment Management
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Management’s Discussion and Analysis Morgan Stanley
Pﬁtf’lﬁ?ggme Applicable to Morgan Stanley by Segmentt * EMEA net revenues in 2024 increased 19% from the prior year, primarily

- driven by higher results across businesses within the Institutional
3% Securities business segment.

$11,029 « Asianet revenues in 2024 increased 19% fromthe prior year, primarily driven
206 by higher results from Equity and Investment Banking within the
Institutional Securities business segment.

Selected Financial Information and Other Statistical Data

Sinmillions, exoept per shere cita 2024 2023 2022
Consolidated results
Net revenues $ 61,761 § 54143 $ 53668
Eamnings applicable to Morgan Stanley common
$3,453 shalr'gi)kgls $ 12,800 $ 8530 $ 10,540
Earnings per diluted common share $ 795 $ 518 $ 6.15
2022 2023 2024 Consolidated financial measures
B Institutional Securities Ml Wealth Management Investment Management Expense efﬁc'enCY ratio’ % 7% 3%
1. The nts in the chart ent the contribution of each busi ment to the total of ROE 14.0% 9% 2%
. amounts in the charts repres ribution of eacl iness seg ) '
the applicable financial category and m% not sum to the total presented on top of the bars due ROTCE: 18.8 % 12.8 % 15.3 %
to intersegment eliminations. See Note 22 to the financial statements for details of intersegment Pre-tax margin® 28 % 2% 26 %
eliminations. Effective tax rate 231% 219% 207%
o .. e . . Pre-tax in b t*
« Institutional Securities net revenues of $28,080 million in 2024 increased 22% | e iax margin by segmen 0 0
. ; N A A nstitutional Securities 319, 19 % 28%
from the prior year, reflecting higher results across businesses, particularly
in Equity and underwriting results within Investment Bankin Wealth Ma 2% %% 2%
uity and u 8 resulls wi g Investment Management 199 16 % 15%

Wealth Management net revenues of $28,420 million in 2024 increased 8% A At
from the prior year, primarily reflecting higher Asset management revenues $ in nillians, except per shere odg, waridwice enployees and dliert Decezl:'l)lzazr 3, Decezrgzbgr 31,
and Transactional revenues, partially offset by lower Net interest income.

Average liquidity resources for three months ended® $ 345,440 $ 314,504
* Investment Management net revenues of $5,861 million in 2024 increased 9% .Ilioar;s " $ 240,814 § 226,828
from the prior year, primarily reflecting higher Asset management and otel assets $ 1215071 $ 1193693
related fees and higher Performance-based income and other revenues. Depasits $ 376,007 $ 31,804
Borrowings $ 288,819 $ 263,732
Net Revenues by Region' Common equity $ 94761 § 90,268
($innillions) Tangible common equity? $ 71,604 $ 66,527
$61,761 Common shares outstanding 1,607 1,627
Book value per common share? $ 58.98 $ 55.50
$53,668 354142 Tangible book value per common share®” $ 4457 $ 40.89
$7,197 Worldwide employess (in thousands) 80 80
$6,811 $6,058 Client assets? (in billions) $ 7,860 $ 6,588
Capital ratios®

Common Equity Tier 1 capital—Standardized 15.9 % 15.2%

$46,920 Tier 1 capital—Standardized 18.0 % 17.1%

$40,117 $41,651 i Common Eqity Tier 1 capital—Advanced 15.7 % 15.5%

Tier 1 capital—Advanced 17.8 % 17.4 %

Tier 1 leverage 6.9% 6.7 %

SIR 5.6 % 55%

2022 2023 2024 1. ;I'gveeneﬁgse.rse efficiency ratio represents total non-interest expenses as a percentage of net

. 2. ROE and ROTCE represent eamings applicable to Morgan Stanley common shareholders as a

W Americas EREN W Asia entage of av common 'nﬁy and average tangible memng respectively.

1. For a discussion of how the geographic breakdown of net revenues is determined, see Note 22 3 h;gr:sents a nor financial measure. See “Selected Non- inancial Information

to the financial stat S 4. Pretax margin represents income before provision for income taxes as a percentage of net

revenues.

* Americas net revenues in 2024 increased 13% from the prior year, primarily 5, IIjior %&EiSCRIlIBEim of Uquiditymero&s,_Eee j‘(lj..itqui'c_\i’ity and Capital Resources— Balance Sheet—
. : B iquidi isk Management Framework—Liquidity Resources” in.

driven by higher Asset management revenues within the Wealth o G o e o et of ACL. loans hald for sale and also includes loans at
Management business segment and higher results across businesses within fair value, which are included in Trading assets in the balance sheet.

7. Book value per common share and tangible book value per common share equal common equity

the Institutional Securities business segment. and tangible common equity , respectively, divided by common sheres autstanding,
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8. Client assets repr&sent the sum Uf Wealth Management client assets and Investment
Management AUM Certain Wealth Mai client assets are invested in Investment
Management products and are therefore also included in Investment Management’s AUM

9. For a discussion of our capital ratios, see “Liquidity and Capital Resources—Regulatory
Requirements” herein.

Economic and Market Conditions

The economic environment, client and investor confidence and overall market
sentiment improved in 2024. While interest rates declined in recent months,
elevated inflation, geopolitical risks including ongoing tensions in the Middle
East, uncertainties surrounding government and policy developments in the
markets we operate in and the timing and pace of further interest rate actions
present ongoing risks to the economic environment. These factors have
impacted, and could continue to impact capital markets and our businesses, as
discussed further in “Business Segments” herein.

For more information on economic and market conditions, and the potential
effects of geopolitical events and acts of war or aggression on our future
results, refer to “Risk Factors” and “Forward-Looking Statements.”

Selected Non-GAAP Financial Information

We prepare our financial statements using U.S. GAAP. From time to time, we
may disclose certain “non-GAAP financial measures” in this document or in
the course of our earnings releases, earnings and other conference calls,
financial presentations, definitive proxy statements and other public
disclosures. A “non-GAAP financial measure” excludes, or includes, amounts
from the most directly comparable measure calculated and presented in
accordance with U.S. GAAP. We consider the non-GAAP financial measures
we disclose to be useful to us, investors, analysts and other stakeholders by
providing further transparency about, or an alternate means of assessing or
comparing our financial condition, operating results and capital adequacy.

These measures are not in accordance with, or a substitute for, U.S. GAAP
and may be different from or inconsistent with non-GA AP financial measures
used by other companies. Whenever we refer to a non-GAAP financial
measure, we will also generally define it or present the most directly
comparable financial measure calculated and presented in accordance with
U.S. GAAP, along with a reconciliation of the differences between the U.S.
GAAP financial measure and the non-GA AP financial measure.

We present certain non-GAAP financial measures that exclude the impact of
mark-to-market gains and losses, net of financing costs on DCP investments
from net revenues. We also exclude the impact of mark-to-market gains and
losses on DCP from compensation expenses. The impact of DCP investments
and DCP are primarily reflected in our Wealth Management business segment
results. These measures allow for better comparability of period-to-period
underlying operating performance and revenue trends. By excluding the
impact of these items, we are better able to describe the business drivers and
resulting impact to net revenues and
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corresponding change to the associated compensation expenses. For

additional information on DCP, refer to “Other Matters™ herein.

Tangible common equity is a non-GAAP financial measure that we believe
analysts, investors and other stakeholders consider useful to allow for
comparability to peers and of the period-to-period use of our equity. The
calculation of tangible common equity represents common shareholders’
equity less goodwill and intangible assets net of allowable mortgage servicing
rights deduction. In addition, we believe that certain ratios that utilize tangible
common equity, such as retum on average tangible common equity
(“ROTCE”) and tangible book value per common share, also non-GAAP
financial measures, are useful for evaluating the operating performance and
capital adequacy of the business period-to-period, respectively. The
calculation of ROTCE represents annualized earnings applicable to Morgan
Stanley common shareholders as a percentage of average tangible common
equity. The calculation of tangible book value per common share represents
tangible common equity divided by common shares outstanding.

The principal non-GAAP financial measures presented in this document are
set forth in the following tables.

Reconciliations from US. GAAP to Non-GAAP Consolidated Financial
Measures

Sinnillions 2024 2023 2022

Net revenues $ 61,761 $ 54143 $ 53668
Adjustment for mark-to-market losses (gains) on DCP! (363) (434) 1,198
Adjusted Net revenues—non-GAAP $ 61,398 $ 53709 $ 54,866
Compensation expense $ 26178 $ 24558 § 23,053
Adjustment for mark-to-market losses (gains) on DCP! (672) (668) 716
Adjusted Compensation expense—non-GAAP $ 25506 $ 23890 % 23769
Wealth Management Net revenues $ 28420$% 26268 % 24417
Adjustment for mark-to-market losses (gains) on DCP! (239) (282) 858
Adjusted Wealth Management Net revenues—on-GAAP $ 28,181 $§ 25986 $§ 25275
Wealth Management Compensation expense 15207 $ 13972 $§ 12534
Adjustment for mark-to-market losses (gains) on DCP! (431) (412) 530
Adngrs;tg%\vt\:/,ealth Management Compensation expense— § 14776 S 13505 13064

1. Net revenues and compensation expense are adjusted for DCP for both Firm and Wealth
Management business segment. See “Other Matters” herein for more information.

At December 31,
Sinnillions 2024 2023 2022
Tangible equity
Common equity $ 94761 $ 9,288 $ 91,391
Less: Goodwill and net intangible assets (23,157) (23,761) (24,268)
Tangible common equity—non-GAAP $ 71604 $ 66527 $ 67,123
December 2024 Form 10-K
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Average Monthly Balance

Sinnillians 2024 2023 2022
Tangible equity

Common equity $ 91,699 $ 9819$% 93873
Less: Goodwill and net intangible assets (23,482) (24,013) (24,789)
Tangible common equity—non-GAAP $ 68217 % 66806 % 69084
Non-GAAP Financial Measures by Business Segment

Sinbillions 2024 2023 2022
Average common equity’

Institutional Securities $ 450 $ 456 $ 48.8
Wealth Management 29.1 28.8 31.0
Investment Management 10.8 10.4 10.6
ROE?

Institutional Securities 149, 7% 10 %
Wealth Menagement 20 9% 17 % 16 %
Investment Management 8% 6% 6 %
Average tangible common equity’

Institutional Securities $ 46 $ 452 $ 48.3
Wealth Menagement 15.5 14.8 16.3
Investment Management 1.1 0.7 0.8
ROTCE?

Institutional Securities 149, 7% 10 %
Wealth Management 37% 3% 31%
Investment Management 76 % 88 % 86 %

1. Average common equity and average tangible common equity for each business segment is
determined using our Required Capital framework (see “Liquidity and Capital Resources—
Regulatory Requirements—Attribution of Average Common Equny According to the Required

Capital Fra hereun The sums of the s%nents Average common equity Average
tangible common eﬁ{uﬁ ual the Consolidated measures due to Parent Company equity .
2. The calculation of and ROTCE by segment uses net income applicable to Morgan Stanley

by segment less preferred dividends allocated to each segment, annualized as a percentage of
averamgg‘ common equity and average tangible common equity, respectively, allocated to each
seg .

Return on Tangible Common Equity Goal

We have an ROTCE goal of 20%. Our ROTCE goal is a forward-looking
statement that is based on a normal market environment and may be materially
affected by many factors.

See “Risk Factors” and “Forward-Looking Statements” herein for further
information on market and economic conditions and their potential effects on
our future operating results.

ROTCE represents a non-GAAP financial measure. For further information on
non-GA AP measures, see “Selected Non-GA AP Financial Information” herein.

Business Segments

Substantially all of our operating revenues and operating expenses are directly
attributable to our business segments. Certain revenues and expenses have
been allocated to each business segment, generally in proportion to its
respective net revenues, non-interest expenses or other relevant measures.
See Note 22 to the financial statements for segment net revenues by income
statement line itemand information on intersegment transactions.
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Net Revenues
Investment Banking

Investment banking revenues are derived from client engagements in which
we act as an advisor, underwriter or distributor of capital.

Within the Institutional Securities business segment, these revenues are
primarily composed of fees eamed from underwriting equity and fixed income
securities, syndicating loans and advisory services in relation to mergers and
acquisitions, divestitures and corporate restructurings.

Within the Wealth Management business segment, these revenues are
derived fromthe distribution of newly issued securities.

Trading

Trading revenues include the realized gains and losses from transactions in
financial instruments, unrealized gains and losses from ongoing changes in
the fair value of our positions, and gains and losses from financial instruments
used to economically hedge compensation expense related to DCP.

Within the Institutional Securities business segment, Trading revenues arise
from transactions in cash instruments and derivatives in which we act as a
market maker for our clients. In this role, we stand ready to buy, sell or
otherwise transact with customers under a variety of market conditions and to
provide firm or indicative prices in response to customer requests. Our
liquidity obligations can be explicit in some cases, and in others, customers
expect us to be willing to transact with them. In order to most effectively fulfill
our market-making function, we engage in activities across all of our trading
businesses that include, but are not limited to:

.

taking positions in anticipation of, and in response to, customer demand to
buy or sell and—depending on the liquidity of the relevant market and the
size of the position—to hold those positions for a period of time;

building, maintaining and rebalancing inventory held to facilitate client
activity through trades with other market participants;

managing and assuming basis risk (risk associated with imperfect hedging)
between risks incurred from the facilitation of client transactions and the
standardized products available in the market to hedge those risks;

trading in the market to remain current on pricing and trends; and

engaging in other activities to provide efficiency and liquidity for markets.

.

In many markets, the realized and unrealized gains and losses from purchase
and sale transactions will include any spreads between bids and offers.
Certain fees received on loans carried at fair value and dividends from equity
securities are also recorded in Trading revenues since they relate to positions
carried at fair value.
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Within the Wealth Management business segment, Trading revenues
primarily include revenues from customers’ purchases and sales of fixed
income instruments in which we act as principal, as well as gains and losses
related to DCP investments.

Investments

Investments revenues are composed of realized and unrealized gains and
losses derived from investments, including those associated with employee
deferred compensation and co-investment plans. Estimates of the fair value of
the investments that produce these revenues may involve significant
judgment and may fluctuate significantly over time in light of business, market,
economic and financial conditions, generally or in relation to specific
transactions.

Within the Institutional Securities segment, gains and losses are primarily from
business-related investments. Certain investments are subject to sale
restrictions.

Within the Investment Management business segment, Investments revenues
are primarily from performance-based fees in the form of carried interest, a
portion of which is subject to reversal, and gains and losses frominvestments.
The business is entitled to receive carried interest when the return in certain
funds exceeds specified performance targets. Additionally, we consolidate
certain sponsored Investment Management funds where revenues are
primarily attributable to holders of noncontrolling interests.

Commiissions and Fees

Commissions and fees result from arrangements in which the client is charged
a fee for executing transactions related to securities, services related to sales
and trading activities, and sales of other products.

Within the Institutional Securities business segment, commissions and fees
include fees eamed from market-making activities, such as executing and
clearing client transactions on major stock and derivative exchanges, as well
as from OTC derivatives.

Within the Wealth Management business segment, commissions and fees
arise from client transactions including in equity securities, insurance
products, mutual funds, alterative investments, futures and options. Wealth
Management also eamns revenues from order flow payments for directing
customer orders to broker-dealers, exchanges and market centers for
execution.

Asset Management

Asset management revenues include fees associated with the management
and supervision of assets and the distribution of funds and similar products.

Within the Wealth Management business segment, Asset management
revenues are related to advisory services
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associated with fee-based assets, account service and administration, as well
as distribution of products. These revenues are generally based on the net
asset value of the account in which a client is invested.

Within the Investment Management business segment, Asset management
revenues are primarily composed of fees received from investment vehicles on
the basis of assets under management. Performance-based fees, not in the
form of carried interest, are earned on certain products and separately
managed accounts as a percentage of appreciation in value and, in certain
cases, are based upon the achievement of performance criteria. These
performance fees are generally recognized on a quarterly or annual basis.

Net Interest

Interest income and Interest expense are functions of the level and mix of total
assets and labilities, including Trading assets and Trading Labilities,
Investment securities, Securities borrowed or purchased under agreements to
resell, Securities loaned or sold under agreements to repurchase, Loans,
Deposits and Borrowings.

Within the Institutional Securities business segment, Net interest is a function
of market-making strategies, client activity, and the prevailing level, term
structure and volatility of interest rates. Net interest is impacted by market-
making, lending and financing activities as we generally earn interest on
securities held by the Firm, Securities borrowed, Securities purchased under
agreements to resell, Loans and margin loans, while Borrowings, Securities
loaned and Securities sold under agreements to repurchase generally incur
interest expense.

Within the Wealth Management business segment, Interest income is driven
by assets held including Investment securities, Loans and margin loans.
Interest expense is driven by Deposits and other funding.

Other

Other revenues for Institutional Securities include revenues and losses from
equity method investments, fees earmned in association with lending activities,
mark-to-market gains and losses on loans and lending commitments held for
sale, as well as gains and losses on economic derivative hedges associated
with certain held-for-sale and held-for-investment loans and lending
commitments.

Other revenues for Wealth Management include realized gains and losses on
AFS securities, account handling fees, referral fees and other miscellaneous
revenues.

Provision for Credit Losses

The Provision for credit losses includes the provision for credit losses for
loans and lending commitments held for investment.
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Institutional Securities—Fixed Income and Equities

Fixed income and Equities net revenues are composed of Trading revenues,
Commissions and fees, Asset management revenues, Net interest, and certain
Investments and Other revenues directly attributable to those businesses.
These revenues, which can be affected by a variety of interrelated factors,
including market volumes, bid-offer spreads and the impact of market
conditions on inventory held to facilitate client activity, as well as the effect of
hedging activity, are viewed in the aggregate when assessing the performance
and profitability of our businesses.

Following is a description of the revenue-generating activities within our
equity and fixed income businesses, as well as how their results impact the
income statement line items.

Equity—Financing. We provide financing, prime brokerage and fund
administration services to our clients active in the equity markets through a
variety of products, including margin lending, securities lending and swaps.
Results from this business are largely driven by the difference between
financing income earned and financing and liquidity costs incurred, which are
reflected in Net interest for securities lending products, and in Trading
revenues for derivative products. Fees for providing fund administration
services are reflected in Asset management revenues.

Equity—Execution services. A significant portion of the results for this
business is generated by commissions and fees from executing and clearing
client transactions on major stock and derivative exchanges, as well as from
OTC transactions. We make markets for our clients principally in equity-
related securities and derivative products, including those that provide
liquidity and are utilized for hedging. Market-making also generates gains and
losses on inventory held to facilitate client activity, which are reflected in
Trading revenues. Execution services also includes certain Investments and
Other revenues.

Fixed Income—Within fixed income, we make markets in various flow and
structured products in order to facilitate client activity as part of the following
products and services:

Global macro products. We make markets for our clients in interest rate,
foreign exchange and emerging market products, including exchange-traded
and OTC securities and derivative instruments. The results of this market-
making activity are primarily driven by gains and losses from buying and
selling positions to stand ready for and satisfy client demand and are
recorded in Trading revenues.

Credit products. We make markets in credit-sensitive products, such as
corporate bonds and mortgage securities and other securitized products,
and related derivative instruments. The values of positions in this business
are sensitive to changes in credit spreads and interest rates, which result in
gains and losses reflected in Trading revenues. We undertake lending
activities, which include commercial mortgage lending, secured lending
facilities and financing extended to sales and trading customers. Due
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to the amount and type of the interest-bearing securities and loans making
up this business, a significant portion of the results is also reflected in Net
interest revenues.

* Commodities products and Other. We make markets in various commodity
products related primarily to electricity, natural gas, oil and metals. These
activities are primarily recorded in Trading revenues.

Fixed income also includes certain Investments and Other revenues.
Institutional Securities—Other Net Revenues

Other net revenues include impacts from certain treasury functions, such as
liquidity and funding costs and gains and losses on economic hedges related
to certain borrowings. Other net revenues also include mark-to-market gains
and losses on held-for-sale corporate loans and lending commitments, as well
as net interest and gain and losses on economic hedges associated with held-
for-sale and held-for-investment corporate loans and lending commitments.
Also included are gains and losses from financial instruments used to
economically hedge compensation expense related to certain DCP, income and
losses from the equity method investment related to our Japanese securities
joint venture with MUFG, as well as Investments and Other revenues that are
not directly attributable to Fixed income and Equities businesses.

Compensation Expense

Compensation and benefits expenses include base salaries and fixed
allowances, formulaic programs, discretionary incentive compensation,
amortization of deferred cash and equity awards, changes in the fair value of
DCP investments, carried interest allocated to employees, severance costs,
and other items such as health and welfare benefits. For additional information
on DCP, refer to “Other Matters” herein.

The factors that drive compensation for our employees vary from period to
period, from segment to segment and within a segment. For certain revenue-
producing employees in the Wealth Management and Investment
Management business segments, compensation is largely paid on the basis of
formulaic payouts that link employee compensation to revenues.
Compensation for other employees, including revenue-producing employees
in the Institutional Securities business segment and employees in corporate
support functions, include base salary and benefits and may also include
incentive compensation that is determined following the assessment of the
performance of the Firm, business unit and individual.

Income Taxes

The Income tax provision for our business segments is generally determined
based on the revenues, expenses and activities directly attributable to each
business segment. Certain items have been allocated to each business
segment, generally in proportion to its respective net revenues or other
relevant measures.
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Institutional Securities

Income Statement Information

% Change

Sinnillions 2024 2023 2022 2024 2023
Revenues

Advisory $ 2378$ 2244 2946 6%  (4)%

Equity 1,599 889 851 80 % 4%
Fixed income 2,193 1,445 1,438 52 % —%

Total Underwriting 3,792 2,334 2,289 62 % 2%
Total Investment banking 6,170 4,578 5,235 35% (13)%
Equity 12,230 9,986 10,769 22% 7%
Fixed income 8,418 7,673 9,022 10 % (15)%
Other 1,262 823 (633) 53 % N/M
Net revenues 28,080 23,060 24,393 22% 5)%
Provision for credit losses 202 401 21 (50)% N0 %
Compensation and benefits 8,669 8,369 8,246 4% 1%
Non-compensation expenses 10,460 9,814 9,221 7% 6%
Total non-interest expenses 19,129 18,183 17,467 5% 4%
Income before provision for income taxes 8,749 4,476 6,715 95 % (33)%
Provision for income taxes 1,947 884 1,308 120 % (32)%
Net income 6,802 352 5407 89% ()%
Net mootrge applicable to noncontrolling 138 139 165 @% (16)%
Net income applicable to Morgan

Stanley $ 6666 $ 3453 $§ 57242 93 % (34)%
Inves tment Banking
Investment Banking Volumes
Sinhillions 2024 2023 2022
Completed mergers and acquisitions’ $ 628 $ 677 $ 831
Equity and equity-related offerings? 63 32 23
Fixed income offerings> ¢ 323 236 229
Source: LSEG Data & Risk Analytics (formerly known as Refinitiv) as of Januar?/ 2, 2025.
Transaction volumes may not be indicative net revenues in a given period. [n addition,

transaction volumes for prior

jods may vary from amounts jously reported due to the
subsequent withdrawael, cha

malue or change in timing of certain transactions.
1. {nclude? transactions of $100 million or more. Based on full credit to each of the advisors in a
ransaction.

2. Based on full credit for single book managers and equal credit for joint book managers.

3. Includes Rule 144A issuances and registered pu%lqlc offerings of common stock, convertible
securities and rights of ferings.

4. Includes Rule 144A and
mortgage-backed and asset-
loans and self-led issuances.

ggclcly registered issuances, non-convertible preferred stock,
ked securities, and taxable municipal debt. Excludes Ieveraged

Investment Banking Revenues

Net revenues of $6,170 million in 2024 increased 35% compared with the prior
year, reflecting an increase in underwriting and Advisory revenues.

* Advisory revenues increased primarily due to higher completed M&A
transactions.

* Equity underwriting revenues increased primarily on higher initial public
offerings and follow-on offerings.

* Fixed income underwriting revenues increased primarily reflecting higher
bond issuances, non-investment grade loan issuances and securitized
products revenues.
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While Investment Banking results improved from the prior year, we continue
to operate in a market environment with lower completed M&A activity
relative to longer-termaverages.

See “Investment Banking Volumes™ herein.
Equity, Fixed Income and Other Net Revenues

Equity and Fixed Income Net Revenues

2024

Net Al
Sinnillions Trading Fees' Interest Other® Total
Financing $ 8,135 § 566 $ (2,840) $ 17 $ 5,878
Execution services 3,702 2,591 (291) 350 6,352
Total Equity $ 1187 $ 3157 $ (3131)$ 367 $ 12,230
Total Fixed income $ 8,464 § 394 § (730) $ 290 $ 8,418

2023

Net All
Sinnillions Trading Fees' Interest? Others Total
Financing $ 72068 54% (2806)$ 66§ 4910
Execution services 2,919 2235 (190) 12 5,076
Total Equity $ 10125 % 2759 % (3076)$ 178 $ 9,986
Total Fixed income $ 7848% 375 $ 975 $ 425 ¢ 7,673

2022

Net Al
Sinnillions Trading Fees' Interest? Othert Total
Financing $ 523% 535 $ (257) $ 3B $ 5,537
Execution services 2,7 2,462 (81) (96) 5,232
Total Equity $ 8170% 297 $ (3%  (60)$ 10769
Total Fixed income $ 77111 $ 3 922 $ 48 $ 9,022

1. Includes Commissions and fees and Asset management reven
2. Includes funding costs, which are allocated to the businesses based on funding usage.
3. Includes Investments and Other revenues.

Equity

Net revenues of $12,230 million in 2024 increased 22% compared with the prior
year, reflecting an increase in both Execution services and Financing,
particularly in Asia and the Americas.

« Financing revenues increased primarily due to higher client activity and
lower funding and liquidity costs.

» Execution services revenues increased primarily due to higher gains on
inventory held to facilitate client activity and increased client activity in
derivatives and cash equities.

Fixed Income

Net revenues of $8,418 million in 2024 increased 10% compared with the prior
year, reflecting an increase across businesses, particularly in Credit and Global
macro products.

* Global macro products increased primarily due to lower losses on foreign
exchange products and higher gains on rates products, on inventory held to
facilitate client activity.

e Credit products revenues increased primarily due to higher lending and
securitized products revenues and lower losses
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on inventory held to facilitate client activity in corporate credit products.
» Commodities products and other fixed income revenues were relatively
unchanged.

Other Net Revenues

Other net revenues were $1,262 million in 2024 compared with $823 million in
the prior year, primarily due to lower mark-to-market losses on corporate loans,
inclusive of hedges, and higher net interest income and fees on corporate
loans.

Provision for Credit Losses

In 2024, the Provision for credit losses on loans and lending commitments of
$202 million was primarily related to growth in the corporate loan portfolio and
provisions for certain specific commercial real estate loans, partially offset by
improvements in the macroeconomic outlook. The Provision for credit losses
on loans and lending commitments of $401 million in 2023 was primarily related
to credit deterioration in the commercial real estate sector, including
provisions for certain specific loans, mainly in the office portfolio, and modest
growth in certain other loan portfolios.

For further information on the Provision for credit losses, see “Credit Risk”
herein.

Non-Interest Expenses

Non-interest expenses of $19,129 million in 2024 increased 5% compared with
the prior year as a result of higher Non-compensation expenses and
Compensation and benefits expenses.

» Compensation and benefits expenses increased primarily reflecting higher
discretionary incentive compensation on higher revenues, partially offset by
lower severance costs.

» Non-compensation expenses increased primarily reflecting higher execution-
related expenses and increased technology spend, partially offset by lower
legal expenses and lower FDIC special assessment cost.
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Wealth Management

Income Statement Information

% Change

Sinnillians 2024 2023 2022 2024 2023
Revenues
Asset management $ 16,501 $ 14,019 $ 13,872 18 % 1%
Transactional' 3,864 3,556 2,473 9% 44 %
Net interest 7,313 8,118 7,429 (10)% 9%
Cther 742 575 643 29 % 11)%
Net revenues 28,420 26,268 24,417 8% 8%
Provision for credit losses 62 131 69 (53)% N0 %
Compensation and benefits 15,207 13,972 12,534 9% 1%
Non-compensation expenses 5,411 5,635 5,231 @)% 8%
Total non-interest expenses 20,618 19,607 17,765 5% 10 %
Income before provision for income

taxes 7,740 6,530 6,583 19 % 1%
Provision for income taxes 1,852 1,508 1,444 23% 4%
Net income applicable to Morgan

Stanley $ 5883% 502 5139 17 % (2%

1. Transactional includes Investment banking, Trading, and Commissions and fees revenues.
2. Other includes Investments and Other revenues.

Wealth Management Metrics
At December 31, At December 31,
Sinbillions 2024 2023
Total client assets' $ 6,194 $ 5,129
U.S. Bank Subsidiary loans $ 160 $ 147
Mergin and other lending? $ 28 $ 21
Deposits? $ 370 $ 346
Annualized weighted average cost of deposits*
Period end 2.73% 2.92%
Period average 3.05% 2.43%
2024 2023 2022
Net new assets $ 2517 $ 2823 $ 311.3

-

. Client assets represent those for which Wealth Management is providing services including
financial advisor-led brokerage, custody, administrative and investment adC?sory services; self-
directed brokerage and investment isory services; financial and wealth planning services;
workplace services, including stock plan administration, and retirement plan services. See

2 1erg o6 O VR ISPoar s Forah Focing, STEeGos, WA ow customers t
. in an ing represents margin ing a s, Which allow customers to

borrow against the value of qualifying securities and other lending which includes non-purpose
securities-based lending on non-bank entities.

3. Deposits reflect liabilities sourced from Wealth Management clients and other sources of funding
on ourt U.Sﬁd?.ank Subsi?ian’s. Deposits include sweep deposit programs, savings and other
deposits, and time deposits.

4. Annualized weighted average represents the total annualized V\eiglgted average cost of the
various deposit products. Amounts at December 31, 2024 include the effect of related hedging

derivatives. Amounts at December 31, 2023 exclude the effect of related hedging derivatives,

which did not have a material impact on the cost of its. The period end cost of deposits is
based upon balances and rates as of December 31, 2024 and December 31, 2023. The period
average is based on daily balances and rates for the period.

Net New Assets (NNA)

NNA represent client asset inflows, inclusive of interest, dividends and asset
acquisitions, less client asset outflows, and exclude the impact of business
combinations/divestitures and the impact of fees and commissions. The level
of NNA in a given period is influenced by a variety of factors, including
macroeconomic factors that impact client investment and spending behaviors,
seasonality, our ability to attract and retain financial advisors and clients,
capital market and corporate activities which may impact the amount of assets
in certain client channels, and large idiosyncratic inflows and
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outflows. These factors have had an impact on our NNA in recent periods.
Should these factors continue, the growth rate of our NNA may be impacted.

Advisor-Led Channel

At December 31, At December 31,
Sinhillions 2024 2023
Advisor-led client assets’ $ 4,758 $ 3,979
Fee-based client assets? $ 2,347 $ 1,983
e,
isor-led cli
gggcets e 49% 50%
2024 2023 2022
Fee-based asset flows® $ 1231 $ 1092 $ 162.8

1. Advisor-led client assets represent client assets in accounts that have a Wealth Management
representative assigned.

2. Fee-based client assets represent the amount of client assets where the basis of payment for
services is a fee calculated on those assets.

3. Fee-based asset flows include net new fee-based assets (including asset acquisitions), net
account transfers, dividends, interest and client fees, and exclude institutional cash
mal t related activity. For a description of the Inflows and Outflows included in Fee-

based asset flows, see Fee-based client assets herein.

Self-Directed Channel

At December 31, At December 31,
2024 2023
Self-directed assets (in billions)' $ 1,437 $ 1,150
Self-directed households (in millions)? 8.3 8.1
2024 2023 2022
Daily av revenue trades (‘DARTS”) (in
trx\ilusands% ¢ )¢ 837 759 864

N

. Self-directed client assets represent active accounts which are not advisor led. Active accounts
are defined as having at least $25 in assets.

2. Self-directed households represent the total number of households that include at least one
active account with self-directed assets. Individual households or participants that are
in one or more of our Wealth Management channels are included in each of the respective
channel counts.

3. DARTS represent the total self-directed trades in a period divided by the number of trading days

during that period.

Workplace Channel'
At December 31, At December 31,
2024 2023

Workplace unvested assets (in billions) $ 475 $ 416
Number of participants (in millions) 6.6 6.6

1. The workplace channel includes equity compensation solutions for companies, their executives

and employ ees.
2. gotchlé plan Ognvested assets represent the market value of public company securities at the end
period.
3. Stock plan participants represent total accounts with vested and/or unvested stock plan assets

in the workplace channel. Individuals with accounts in multiple plans are counted as participants
in each plan.

Net Revenues

Asset Management

Asset management revenues of $16,501 million in 2024 increased 18%
compared with the prior year, reflecting higher fee-based assets due to higher
market levels and the cumulative impact of positive fee-based flows.

See “Fee-Based Client Assets Rollforwards” herein.

Transactional Revenues

Transactional revenues of $3,864 million in 2024 increased 9% compared with

the prior year, reflecting higher client activity particularly in equity-related
transactions.
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Net Interest

Net interest revenues of $7,313 million in 2024 decreased 10% compared with
the prior year, primarily due to lower average sweep deposits, partially offset
by higher yields on our investment portfolio and lending growth.

The level and pace of interest rate changes and other macroeconomic factors
have impacted client preferences for cash allocation to higher-yielding
products and client demand for loans. These factors, along with other
developments, such as pricing changes to certain deposit types due to
various competitive dynamics, have impacted our net interest income. To the
extent they persist, or other factors arise, such as central bank actions and
changes in the path of interest rates, net interest income may be impacted in
future periods.

Provision for Credit Losses

The Provision for credit losses on loans and lending commitments of $62
million in 2024 was primarily related to certain specific commercial real estate
and securities-based loans, and portfolio growth, partially offset by
improvements in the macroeconomic outlook. The Provision for credit losses
on loans and lending commitments of $131 million in 2023 was primarily related
to deteriorating conditions in the commercial real estate sector including
provisions for certain specific loans, mainly in the office portfolio.

For further information on the Provision for credit losses, see “Credit Risk”
herein.

Non-Interest Expenses

Non-interest expenses of $20,618 million in 2024 increased 5% compared with
the prior year, as a result of higher Compensation and benefits expenses,
partially offset by lower Non-compensation expenses.

* Compensation and benefits expenses increased, primarily due to an increase
in the formulaic payout to Wealth Management representatives on higher
compensable revenues.

* Non-compensation expenses decreased, primarily driven by lower
professional services and legal expenses and lower FDIC special
assessment cost, partially offset by higher technology spend.
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Fee-Based Client Assets Rollforwards

At A
December 31, Market  December 31,
$ in billions 2023 Inflows'  Outflows?  Impact® 2024
Separately managed $ 589 $ 69 $ (38) $ 99 $ 719
Unified managed 501 120 (56) 48 613
Advisor 188 31 (35) 23 207
Portfolio manager 645 120 (88) 73 750
Subtotal $ 1,923 $ 340 $ (217)$ 243 2,289
Cash management 60 57 (59) — 58
Total fee-based client
assets $ 1,983 $ 397 $ (276) $ 243 $ 2,347
At At
December 31, Market  December 31,
$ in billions 2022 Inflons'  Outflows?  Impact? 2023
Separately managed' $ 501 $ 70 % (23) % 413 589
Unified managed 408 % (56) 53 501
Advisor 167 29 (32 24 188
Portf olio manager 552 98 (73) 68 645
Subtotal $ 1,628 $ 293 $ (184) $ 186 $ 1,923
Cash management 50 60 (50) — 60
Total fee-based client
assets $ 1,678 $ 353 $ (234)$ 186 $ 1,983
At At
December 31, Market  December 31,
§in billions 2021 Inflows's  Outflows?  Impact® 2022
Separately managed  $ 479 $ 141 $ 2% @S 501
Unified managed 467 76 (50) (85) 408
Advisor 211 29 (35) (38) 167
Portfolio manager 636 A (67) 111) 552
Subtotal $ 1,793 $ 340 $ 17n$ (328) % 1,628
Cash management 46 38 (34) — 50
Total fee-based client
assets $ 1,839 $ 378 $ (211)$ (328) % 1,678

1. Inflows include new accounts, account transfers, deposits, dividends and interest.

2. QOutflows include closed or terminated accounts, account transfers, withdrawels and client fees.
3. Market impact includes realized and unrealized gains and losses on portfolio investments.

4. Includes non-custody account values based on asset values reported on a quarter lag by third-

Farty custodians.
5. Includes $75 billion of fee-based assets acquired in an asset acquisition in the first quarter of
2022, reflected in Separately managed.

Average Fee Rates’

Feerdeinbps 2024 2023 2022
Separately managed 12 12 12
Unified managed 91 92 A
Advisor 79 80 81
Portf olio manager 89 91 2
Subtotal 65 65 66
Cash management 6 6 6
Total fee-based client assets 63 64 65

1. Basgtd on Asset management revenues related to advisory services associated with fee-based
assets.

Asset management revenues within the Wealth Management segment are
primarily generated fromthe following types of accounts:

* Separately managed—accounts by which third party and affiliated asset
managers are engaged to manage clients’ assets with investment decisions
made by the asset

36



Table of Contents

Management’s Discussion and Analysis

manager. Only one third-party asset manager strategy can be held per
account.

Unified managed—accounts that provide the client with the ability to
combine separately managed accounts, mutual funds and exchange-traded
funds, all in one aggregate account. Investment decisions and discretionary
authority may be exercised by the client, financial advisor or portfolio
manager. Also includes accounts that give the client the ability to
systematically allocate assets across a wide range of mutual funds, for
which the investment decisions are made by the client.

Advisor—accounts where the investment decisions must be approved by
the client, and the financial advisor must obtain approval each time a change
is made to the account or its investments.

Portfolio manager—accounts where a financial advisor has discretion
(contractually approved by the client) to make ongoing investment
decisions without the client’s approval for each individual change.

Cash management—accounts where the financial advisor provides
discretionary cash management services to institutional clients, whereby
securities or proceeds are invested and reinvested in accordance with the
client’s investment criteria. Generally, the portfolio will be invested in short-
term fixed income and cash equivalent investments.
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Net Revenues
Investment Management
Asset Management and Related Fees
Income Statement Information
Asset management and related fees of $5,627 million in 2024 increased 8%

% Change - . L K .
S 2024 o3 o2 2024 03 }cl(i)gr;ll;:rir:;gﬂ\:gtﬂlle \t,};fs prior year, primarily driven by higher average AUM on
Revenues :
A?Sima : and related $ 5627 5231 % 5332 8% @)% Asset management revenues are influenced by the level, relative mix of AUM
Perf ormance-based income and and related fee rates. While higher market levels drove increases in average
other' 234 139 43 6% NM AUM in the current year period, there were continued net outflows in the
gz:;;’:;a‘t'; and berefits 2’22; gg:g gg;g i n//“ (_2)0; ° Equity asset class, which may be influenced by the structure and performance
Non-compensation expenses 2’422 2’311 2’295 s V" ] 0/: of our investment strategies and produ_cts relative to the1r benchrparks, offset
Total non-interest expenses 4:72 " 4:528 4:568 4%‘: % by higher net mﬂow§ in the Alteratives and Solutions and Fixed Inpf)mt:
Income before provision for incomme taxes 1137 a2 807 5% s asset classes reflecting client preferences. To the extent these gondltlons
Provision for income taxes 275 199 162 8% 2% continue, we would expect our Asset management revenue to continue to be
Net income g2 643 o5 4% —9  mpacted.
leﬁ%qlnct?;ttg 3 4 (15 (25% 1271% See “Assets Under Management or Supervision” herein.
Net income applicable to
Morgan Stanley $ 859% 639% 660 34% (3%

Performance-based Income and Other

1. Includes Investments and Trading, Net interest and Other revenues. . . . .
Performance-based income and other revenues increased to $234 million in

2024, from $139 million in the prior year, primarily due to higher accrued carried
interest in infrastructure and real estate funds, partially offset by lower
accrued carried interest in certain private equity funds.

Non-Interest Expenses

Non-interest expenses of $4,724 million in 2024 increased 4% from the prior
year, as a result of higher Non-compensation and Compensation and benefits
expenses.

* Compensation and benefits expenses increased primarily due to higher
compensation associated with carried interest.

» Non-compensation expenses increased primarily due to higher distribution
expenses on higher AUM.
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Assets Under Management or Supervision Rollforwards

At At
Dec 31, Market Dec 31,
Sinbillions 2023 Inflows'  Outflows?  Impact® Othert 2024
Equity $ 2965 $ 4 % (66) $ 49 $ (10) $ 312
Fixed Income 17 69 (49) 7 (6) 192
Aternatives and
Solutions 508 140 (108) 62 ) 593
Long-Term AUM $ 974 253 § (223) $ 18 § 25 $ 1,097
Liquidity and Overlay
iCes 485 2,349 (2,268) 20 (17) 569
Total $ 1450$ 2602 $ (2491)$ 138 § 42)$ 1,666
At
Dec 31, Verket Dec 31,
Sinbillions 2022 Inflons’  Outflows?  Impact® Ctherts 2023
Equity $ 259% 0 $ 67 % 57 $ @% 295
Fixed Income 173 56 (62) 1" 7) 17
Atemnatives and
Solutions 431 108 91) 57 3 508
Long-Term AUM $ 863 $ 204 $ (2100 $ 125 $ ® % 974
Liquidity and Overlay
ices 442 2,282 (2,244) 20 (15) 485
Total $ 13058 2486 $ (24549 $ 145 $ (23)$ 1,459
At At
Dec 31, Dec 31,
Sinhillians 2021 Inflows'  Outflows? pac,t3 Cthert 2022
Equity $ 39%5 $ 5 $ (7: )$ (106) $ (12)$ 259
Fixed Income 207 66 (78) (16) ) 173
Alternatives and
Solutions 466 102 (83) 47) 7) 431
Long-Term AUM $ 1,088 $ 24 $ (235) $ (169) $ (25) % 863
Liquidity and Overlay
iCes 497 2,224 (2,268) 6) (5) 442

Total $ 15658 2448 (2509)$ (1758  (30)$ 1,305

1. Inflows represent investments or commitments from new and existing clients in new or existi
investment products, including reinvestments of client dividends and increases in invest

w

capital. Inflows exclude the impact of exchanges, whereby a client changes positions within the
same asset class.

QOutflows represent redemptions from clients’ funds, transition of funds from the committed
capital period to the invested capital period and decreases in invested capital. Qutflowns exclude
the impact of exchanges, whereby a client changes positions within the same asset class.

Market impact includes realized and unrealized gains and losses on ponfoho investments. This
excludes any funds where market impact does not impact mai

nagement fees
4. Other contains both distributions and foreign currency impact for all penods Distributions

represent decreases in invested capital due to retums of capital after the investment period of a
fund. It also includes fund divi that the client has not reinvested. Foreign currency impact
reflects foreign currency changes for non-U.S. dollar denominated funds.

In 2023, our Retail Municipal and Corporate Fixed Income business (‘FIMS’) was combined with
our Parametric retail customized solutions business. The impact of the change wes a $6 billion
E%Vaeqmnt in AUM from Fixed Income to the Altematives and Solutions asset class included in
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Average AUM
$inbillions 2024 2023 2022
Equity 305 § 2719 $ 298
Fixed income 180 170 186
Altematives and Solutions 557 466 435
Long-Term AUM Subtotal 1,042 915 919
Liquidity and Overlay Services 498 464 462
Total AUM 1,540 $ 1,379 $ 1,381
Average Fee Rates’
Feerdeinbps 2024 2023 202
Equity ! 7 70
Fixed income 36 35 35
Altematives and Solutions 28 32 34
Long-Term AUM 42 44 46
Liquidity and Overlay Services 12 13 1"
Total AUM 32 34 34

1. Based on Asset
other non-mai

revenues, net of waivers, excluding performance-based fees and
fees. For certain non-U.S. funds, it includes the portion of advisory fees

nagement
that the advisor collects on behalf of third-party distributors. The payment of those fees to the
distributor is included in Non-compensation expenses in the income statement.

Asset management and other related fees within the Investment Management
segment are primarily generated from Equity, Fixed Income and the following

products:

Alternatives and Solutions. Includes products in fund of funds, real estate,
infrastructure, private equity and credit strategies and nulti-asset portfolios,
as well as systematic strategies that create custominvestment solutions.

Liquidity and Overlay Services. Includes liquidity fund products, as well as
overlay services, which represent investment strategies that use passive
exposure instruments to obtain, offset or substitute specific portfolio
exposures, beyond those provided by the underlying holdings of the fund.
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Supplemental Financial Information

U.S. Bank Subsidiaries

Our U.S. Bank Subsidiaries accept deposits, provide loans to a variety of
customers, including large corporate and institutional clients, as well as high
to ultra-high net worth individuals, and invest in securities. Lending activity in
our U.S. Bank Subsidiaries from the Institutional Securities business segment
primarily includes Secured lending facilities, Commercial and Residential real
estate and Corporate loans. Lending activity in our U.S. Bank Subsidiaries
from the Wealth Management business segment primarily includes Securities-
based lending, which allows clients to borrow money against the value of
qualifying securities, and Residential real estate loans.

For a further discussion of our credit risks, see “Quantitative and Qualitative
Disclosures about Risk—Credit Risk” herein. For a further discussion about
loans and lending commitments, see Notes 9 and 14 to the financial
statements.

U.S. Bank Subsidiaries’ Supplemental Financial Information’

Decenft‘)er 31, DecemAtber 31,

Sinbillions 2024 2023
Investment securities:

Available-for-sale at fair value $ 76.5 $ 66.6

Held-to-maturity 47.8 51.4
Total Investment securities $ 1243 $ 118.0
Wealth Management loans?
Residential real estate $ 66.6 $ 60.3
Securities-based lending and Cther® 92.9 86.2
Total Wealth Management loans $ 159.5 $ 146.5
Institutional Securities loans?
Corporate $ 71 $ 10.1
Secured lending facilities 50.2 40.8
Commercial and Residential real estate 10.5 10.7
Securities-based lending and Other 5.6 4.1
Total Institutional Securities loans $ 734 $ 65.7
Total assets $ 434.8 $ 39.1
Deposits* $ 369.7 $ 346.1

1. Amounts exclude transactions between the bank subsidiaries, as well as deposits from the
Parent Company and affiliates.

2. Represents loans, net of ACL. For a further discussion of loans in the Wealth Management and

Institutional Securities business segments, see “Quantitative and Qualitative Disclosures about

Risk—Credit Risk” herein.

Other loans primarily include tailored lending. For a further discussion of Other loans, see

“Quantitative and Qualitative Disclosures about Risk—Credit Risk” herein.

For further information on its, see “Liquidity and Capital Resources—Funding Management

—Balance Sheet—Unsecured Financing” herein.

> ow
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Other Matters
Deferred Cash-Based Compensation

The Firm sponsors a number of deferred cash-based compensation programs
for current and former employees, which generally contain vesting, clawback
and cancellation provisions.

Employees are permitted to allocate the value of their deferred awards among a
menu of notional investments, whereby the value of their awards will track the
performance of the referenced notional investments. The menu of investments,
which is selected by the Firm, includes fixed income, equity, commodity and
money market funds.

Compensation expense for DCP awards is calculated based on the notional
value of the award granted, adjusted for changes in the fair value of the
referenced investments that employees select. Compensation expense is
recognized over the vesting period relevant to each separately vesting portion
of deferred awards.

We invest directly, as principal, in financial instruments and other investments
to economically hedge certain of our obligations under these DCP awards.
Changes in the fair value of such investments, net of financing costs, are
recorded in net revenues, and included in Transactional revenues in the
Wealth Management business segment. Although changes in compensation
expense resulting from changes in the fair value of the referenced investments
will generally be offset by changes in the fair value of investments recognized
in net revenues, there is typically a timing difference between the immediate
recognition of gains and losses on our investments and the deferred
recognition of the related compensation expense over the vesting period.
While this timing difference may not be material to our Income before
provision for income taxes in any individual period, it may impact the Wealth
Management business segment reported ratios and operating metrics in
certain periods due to potentially significant impacts to net revenues and
compensation expenses. At December 31, 2024 and December 31, 2023,
substantially all employee-referenced investments that subjected the Firm to
price risk were economically hedged.

Amounts Recognized in Compensation Expense

Sinnillions 2024 2023 2022
Deferred cash-based awards $ 770 $ 693 $ 761
Retum on referenced investments 672 668 (716)
Total recognized in compensation expense $ 1,442 $ 1,361 $ 45
Amounts Recognized in Compensation Expense by Segment

Sinnillions 2024 2023 2022
Institutional Securities $ 150 $ 162 $ 97)
Wealth Management 1,100 934 1
Investment Management 192 215 131
Total recognized in compensation expense $ 1,442 $ 1,361 $ 45
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Projected Future Compensation Obligation'

Sinnillions

Awerd liabilities at December 31, 2024 $ 5,658

Fully vested amounts to be distributed by the end of February 2025 (772)

Unrecognized portion of prior awards at December 31, 2024° 1,590

2024 performance year awards granted in 2025 432

Total® $ 6,908

1. Amounts relate to performance years 2024 and prior.

2. Balance is reflected in Cther liabilities and accrued expenses in the balance sheet as of
December 31, 2024.

3. Amounts do not include assumptions regarding forfeitures or assumptions about future market
conditions with respect to referenced investments.

4. Distributions after February of each year are lly immaterial.

5. Of the total projected future compensation

i%ation, approximately 18% relates to Institutional
Securities, a,\r/)goxmately 74% relates to Wealth Management and approximately 8% relates to
Investment Management.

The previous table presents a rollforward of the Firm’s estimated projected
future compensation obligation for existing deferred cash-based compensation
awards, exclusive of any assumptions about future market conditions with
respect to referenced investments.

Projected Future Compensation Expense!

Sinnillians

Estimated to be recognized in:

2025 $ 623
2026 389
Thereafter 1,010
Total $ 2,022

1. Amounts relate to performance g&atrs 2024 and prior, and do not include assumptions regarding
forfeitures or assumptions al future market conditions with respect to referenced
investments.

The previous table sets forth an estimate of compensation expense associated
with the projected future compensation obligation. Our projected future
compensation obligation and expense for DCP for performance years 2024 and
prior are forward-looking statements subject to uncertainty. Actual results
may be materially affected by various factors, including, among other things:
the performance of each participant’s referenced investments; changes in
market conditions; participants’ allocation of their deferred awards; and
participant cancellations or accelerations. See “Forward-Looking Statements”
and “Risk Factors” for additional information.

For further information on the Firm’s deferred stock-based plans and carried

interest compensation, which are excluded fromthe previous tables, see Notes
2 and 19 to the financial statements.
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Accounting Development Updates

The Financial Accounting Standards Board has issued certain accounting
updates that apply to us. Accounting updates not listed below were assessed
and determined to be either not applicable or to not have a material impact on
our financial condition or results of operations upon adoption.

We are currently evaluating the following accounting updates; however, we
do not expect a material impact on our financial condition or results of
operations upon adoption:

 Disaggregation of Income Statement Expenses. This update requires
quantitative and qualitative disclosure of certain expense categories
contained within their relevant expense lines in the income statement,
including but not limited to: (1) employee compensation; (2) depreciation;
and (3) intangible asset amortization. The update requires the
disaggregation of these expense lines in a tabular format in the notes to the
financial statements, including the separate disclosure of certain other
expenses and gains or losses included within these expense lines which are
required under existing U.S. GAAP, with all other expenses permitted to be
disclosed in an “other items” category. Additionally, the update requires
disclosure of the total amount and definition of the Firm’s selling expenses.
The update is effective for annual periods beginning January 1, 2027, and
interim reporting periods beginning January 1, 2028, with early adoption
permitted.

Income Tax Disclosures. This update enhances annual income tax
disclosures primarily to further disaggregate disclosures related to the
income tax rate reconciliation and income taxes paid. For the income tax rate
reconciliation, this update requires (1) disclosure of specific categories of
reconciling items (where applicable), and (2) providing additional
information for reconciling items that meet a quantitative threshold. For
income taxes paid (net of refunds), this update requires disclosure of
amounts disaggregated by (1) federal, state, and foreign taxes; and (2)
individual jurisdictions that meet a quantitative threshold. Additionally, the
update requires disclosure of (1) income (or loss) before income taxes,
disaggregated between domestic and foreign; and (2) income tax expense
disaggregated by federal, state and foreign. The update is effective for
annual periods beginning January 1, 2025, with early adoption permitted.

Ciritical Accounting Estimates

Our financial statements are prepared in accordance with U.S. GAAP, which
requires us to make estimates and assumptions (see Note 1 to the financial
statements). We believe that of our significant accounting policies (see Note 2
to the financial statements), the following policies involve a higher degree of
judgment and complexity.
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Fair Value
Financial Instruments Measured at Fair Value

A significant number of our financial instruments are carried at fair value. The
use of fair value to measure financial instruments is fundamental to our risk
management practices and is our most critical accounting estimate. We make
estimates regarding the valuation of assets and liabilities measured at fair
value in preparing the financial statements. These assets and liabilities
include, but are not limited to:

* Trading assets and Trading liabilities;

 Investment Securities—AFS;

+ Certain Securities purchased under agreements to resell;

* Loans held-for-sale (measured at the lower of amortized cost or fair value);
+ Certain Deposits, primarily certificates of deposit;

* Certain Securities sold under agreements to repurchase;

+ Certain Other secured financings; and

* Certain Borrowings.

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

In determining fair value, we use various valuation approaches. A hierarchy
for inputs is used in measuring fair value that maximizes the use of observable
prices and inputs, and minimizes the use of unobservable prices and inputs by
requiring that the relevant observable inputs be used when available. The
hierarchy is broken down into three levels: wherein Level 1 represents quoted
prices in active markets, Level 2 represents valuations based on quoted prices
in markets that are not active or for which all significant inputs are observable,
and Level 3 consists of valuation techniques that incorporate significant
unobservable inputs and, therefore, require the greatest use of judgment. The
fair values for the substantial majority of our financial assets and liabilities
carried at fair value are based on observable prices and inputs and are
classified in level 1 or 2, of the fair value hierarchy. Level 3 financial assets
represented 0.9% and 1.2% of our total assets, as of December 31, 2024 and
December 31, 2023, respectively.

In periods of market disruption, the observability of prices and inputs, as well
as market liquidity, may be reduced for many instruments, which could cause
an instrument to be recategorized from Level 1 to Level 2 or from Level 2 to
Level 3. In addition, a downturn in market conditions could lead to declines in
the valuation of many instruments carried at fair value. Imprecision in
estimating unobservable market inputs or other factors can affect the amount
of gain or loss recorded for a particular position. The Firm uses various
methodologies and assumptions in the determination of fair value. The use of
methodologies or assumptions different than those used by the Firm could
result in a different estimate of fair value at the reporting date. For further
information on the
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definition of fair value, Level 1, Level 2, Level 3 and related valuation
techniques, and quantitative information about and sensitivity of significant
unobservable inputs used in Level 3 fair value measurements, see Notes 2 and
4 to the financial statements.

Where appropriate, valuation adjustments are made to account for various
factors, such as liquidity risk (bid-ask adjustments), credit quality, model
uncertainty, concentration risk and funding, in order to arrive at fair value. For
a further discussion of valuation adjustments that we apply, see Note 2 to the
financial statements.

Goodwill and Intangible Assets
Goodwill

We test goodwill for impairment on an annual basis as of July 1 and on an
interim basis when certain events or circumstances exist. Evaluating goodwill
for impairment requires management to make significant judgments, including,
in part, the use of unobservable inputs that are subject to uncertainty.
Goodwill impairment tests are performed at the reporting unit level, which is
generally at the level of or one level below our business segments. Goodwill
no longer retains its association with a particular acquisition once it has been
assigned to a reporting unit. As such, all the activities of a reporting unit,
whether acquired or organically developed, are available to support the value
of'the goodwill.

For both the annual and interimtests, we have the option to either (i) performa
quantitative impairment test or (ii) first perform a qualitative assessment to
determine whether it is more likely than not that the fair value of a reporting
unit is less than its carrying amount, in which case the quantitative test would
be performed.

When performing a quantitative impairment test, we compare the fair value of a
reporting unit with its carrying amount, including goodwill. If the fair value of
the reporting unit is less than its carrying amount, the goodwill impairment
loss is equal to the excess of the carrying value over the fair value, limited by
the carrying amount of goodwill allocated to that reporting unit.

The carrying value of each reporting unit is determined based on the capital
allocated to the reporting unit. The estimated fair value of the reporting units
is derived based on valuation techniques we believe market participants would
use for each of the reporting units. The estimated fair value is generally
determined by utilizing a discounted cash flow methodology. In certain
instances, we may also utilize methodologies that incorporate price-to-book
and price-to-earnings multiples of comparable companies.

The discounted cash flow methodology uses projected future cash flows
based on the reporting units’ eamings forecast. The discount rate used
represents an estimate of the cost of equity for that reporting unit based on
the Capital Asset Pricing Model.
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At each annual goodwill impairment testing date, each of our reporting units
with goodwill had a fair value that was substantially in excess of its carrying
value.

Intangible Assets

Intangible assets are initially recorded at cost, or in the situation where
acquired as part of a business combination, at the fair value determined as part
of the acquisition method of accounting. Subsequently, amortizable intangible
assets are carried in the balance sheet at amortized cost, where amortization is
recognized over their estimated useful lives. Indefinite-lived intangible assets
are not amortized but are tested for impairment on an annual basis as of July 1
and on an interimbasis when certain events or circumstances exist.

On a quarterly basis:

All intangible assets are assessed for the presence of impairment indicators.
Where such indicators are present, an evaluation for impairment is
conducted.

For amortizable intangible assets, an impairment loss exists if the carrying
amount of the intangible asset is not recoverable and exceeds its fair value.
The carrying amount of the intangible asset is not recoverable if it exceeds
the sumof'the expected undiscounted cash flows.

For indefinite-lived intangible assets, an impairment exists if the carrying
amount of the intangible asset exceeds its fair value.

Amortizable intangible assets are assessed for any indication that the
remaining useful life or the finite life classification should be revised. In
such cases, the remaining carrying amount is amortized prospectively over
the revised useful life, unless it is determined that the life of the intangible
asset is indefinite, in which case the intangible asset is not amortized.
Indefinite-lived intangible assets are assessed for any indication that the life
of the intangible asset is no longer indefinite; in such cases, the carrying
amount of the intangible asset is amortized prospectively over its remaining
useful life.

The initial valuation of an intangible asset as part of the acquisition method of
accounting and the subsequent valuation of intangible assets as part of an
impairment assessment are subjective and based, in part, on inputs that are
unobservable and can be subject to uncertainty. These inputs include, but are
not limited to, forecasted cash flows, revenue growth rates, customer attrition
rates and discount rates.

For both goodwill and intangible assets, to the extent an impairment loss is
recognized, the loss establishes the new cost basis of the asset. Subsequent
reversal of impairment losses is not permitted. For amortizable intangible
assets, the new cost basis is amortized over the remaining useful life of that
asset. Unanticipated declines in our revenue-generating capability, adverse
market or economic events, and regulatory actions, could result in material
impairment charges in future periods.
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See Notes 2 and 10 to the financial statements for additional information about
goodwill and intangible assets.

Legal and Regulatory Contingencies

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

Certain of the actual or threatened legal actions include claims for substantial
compensatory and/or punitive damages or claims for indeterminate amounts of
damages. In some cases, the third-party entities that are, or would otherwise
be, the primary defendants in such cases are bankrupt, in financial distress, or
may not honor applicable indemmification obligations. These actions have
included, but are not limited to, antitrust claims, claims under various false
claims act statutes, and matters arising from our sales and trading businesses
and our activities in the capital markets.

We are also involved, from time to time, in other reviews, investigations and
proceedings (both formal and informal) by governmental and self-regulatory
agencies regarding our business, and involving, among other matters, sales,
financing, prime brokerage, market-making activities, investment banking
advisory services, capital markets activities, financial products or offerings
sponsored, underwritten or sold by us, wealth and investment management
services, and accounting and operational matters, certain of which may result
in adverse judgments, settlements, fines, penalties, disgorgement, restitution,
forfeiture, injunctions, limitations on our ability to conduct certain business, or
other relief.

We contest liability and/or the amount of damages as appropriate in each
pending matter. Where available information indicates that it is probable a
liability had been incurred at the date of the financial statements and we can
reasonably estimate the amount of that loss or the range of loss, we accrue an
estimated loss by a charge to income.

In many legal proceedings and investigations, it is inherently difficult to
determine whether any loss is probable or reasonably possible, or to estimate
the amount of any loss. In addition, even where we have determined that a
loss is probable or reasonably possible, or an exposure to loss or range of loss
exists in excess of the lability already accrued with respect to a previously
recognized loss contingency, we are often unable to reasonably estimate the
amount of the loss or range of loss. It is particularly difficult to determine if a
loss is probable or reasonably possible, or to estimate the amount of loss,
where the factual record is being developed or contested or where plaintiffs or
govermnment entities seek substantial or indeterminate damages, restitution,
forfeiture, disgorgement or penalties. Numerous issues may need to be
resolved in an investigation or proceeding before a determination can be made
that a loss or additional loss (or
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range of loss or range of additional loss) is probable or reasonably possible, or
to estimate the amount of loss, including through potentially lengthy
discovery or determination of important factual matters, determination of
issues related to class certification, the calculation of damages or other relief,
and consideration of novel or unsettled legal questions relevant to the
proceedings or investigations in question.

Significant judgment is required in deciding when and if to make these
accruals, and the actual cost of a legal claim or regulatory fine/penalty may
ultimately be materially different fromthe recorded accruals.

See Note 14 to the financial statements for additional information on legal
contingencies.

Income Taxes

We are subject to the income tax laws of the U.S,, its states and municipalities
and those of the foreign jurisdictions in which we have business operations.
These tax laws are complex and subject to interpretation by the taxpayer and
the relevant governmental taxing authorities. We must make judgments and
interpretations about the application of these inherently complex tax laws and
make estimates about certain items affecting taxable income when determining
the provision for income taxes in the various tax jurisdictions.

Disputes over interpretations of the tax laws may be settled with the taxing
authority upon examination or audit. We periodically evaluate the likelihood of
assessments in each taxing jurisdiction resulting from current and subsequent
years’ examinations, and unrecognized tax benefits related to potential losses
that may arise from tax audits are established in accordance with the relevant
accounting guidance. Once established, unrecognized tax benefits are
adjusted when there is more information available or when an event occurs
requiring a change.

Our provision for income taxes is composed of current and deferred taxes.
Current income taxes approximate taxes to be paid or refunded for the current
period. Deferred income taxes reflect the net tax effects of temporary
differences between the financial reporting and tax bases of assets and
liabilities and are measured using the applicable enacted tax rates and laws
that will be in effect when such differences are expected to reverse.

Our deferred tax balances may also include deferred assets related to tax
attribute carryforwards, such as net operating losses and tax credits that will
be realized through reduction of future tax liabilities and, in some cases, are
subject to expiration if not utilized within certain periods. We perform regular
reviews to ascertain whether deferred tax assets are realizable. These reviews
include management’s estimates and assumptions regarding future taxable
income and incorporate various tax-planning strategies, including
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strategies that may be available to tax attribute carryforwards before they
expire.

Once the deferred tax asset balances have been determined, we may record a
valuation allowance against the deferred tax asset balances to reflect the
amount we estimate is more likely than not to be realized at a future date. Both
current and deferred income taxes may reflect adjustments related to our
unrecognized tax benefits.

Significant judgment is required in estimating the consolidated provision for
(benefit from) income taxes, current and deferred tax balances (including
valuation allowance, if any), accrued interest or penalties and uncertain tax
positions. Revisions in estimates and/or the actual costs of a tax assessment
may ultimately be materially different from the recorded accruals and
unrecognized tax benefits, if any.

See Note 2 to the financial statements for additional information on our
significant assumptions, judgments and interpretations associated with the
accounting for income taxes and Note 21 to the financial statements for
additional information on our tax examinations.

Liquidity and Capital Resources

Our liquidity and capital policies are established and maintained by senior
management, with oversight by the Asset/Liability Management Committee
and our Board of Directors (“Board”). Through various risk and control
committees, senior management reviews business performance relative to
these policies, monitors the availability of alternative sources of financing, and
oversees the liquidity, interest rate and currency sensitivity of our asset and
liability position. Our Corporate Treasury department (“Treasury”), Firm Risk
Committee, Asset/Liability Management Committee, and other committees and
control groups assist in evaluating, monitoring and managing the impact that
our business activities have on our balance sheet, liquidity and capital
structure. Liquidity and capital matters are reported regularly to the Board and
the Risk Committee of the Board.

Balance Sheet

We monitor and evaluate the composition and size of our balance sheet on a
regular basis. Our balance sheet management process includes quarterly
planning, business-specific thresholds, monitoring of business-specific usage
versus key performance metrics and new business impact assessments.

We establish balance sheet thresholds at the consolidated and business
segment levels. We monitor balance sheet utilization and review variances
resulting from business activity and market fluctuations. On a regular basis,
we review current performance versus established thresholds and assess the
need to re-allocate our balance sheet based on business segment needs. We
also monitor key metrics, including asset and lability size and capital usage.
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Total Assets by Business Segment

At December 31, 2024

Sinnillians IS WM M Total
Pssets
Cash and cash equivalents $ 74079 ¢ 31,072 § 235 § 105,386
Trading assets at fair value 320,003 6,915 4,966 331,884
Investment securities 38,096 121,583 —_ 159,679
Securities purchased under agreements

to resell 100,404 18,161 —_ 118,565
Securities borrowed 121,901 1,958 — 123,859
Customer and other receivables 47,321 37,196 1,641 86,158
Loans' 78,607 159,542 4 238,153
Goodwill 435 10,190 6,081 16,706
Intangible assets 27 2,939 3,487 6,453
Other assets? 15,735 11,292 1,201 28,228
Total assets $ 796,608 $ 400,848 $ 17,615 $ 1,215,071

At December 31, 2023

Sinnillians IS WM M Total
Pssets
Cash and cash equivalents $ T729283% 16172% 132 § 89,232
Trading assets at fair value 353,841 7,962 5,271 367,074
Investment securities 39,212 115,595 — 154,807
Securities purchased under agreements

to resell 90,701 20,039 — 110,740
Securities borrowed 119,823 1,268 — 121,091
Customer and other receivables 47,333 31,237 1,535 80,105
Loans' 72,110 146,526 4 218,640
Goodwill 424 10,199 6,084 16,707
Intangible assets 26 3,427 3,602 7,055
Other assets? 14,108 12,743 1,391 28,242
Total assets $ 810506 $ 365168 $ 18019 § 1,193,693

1. Amounts include loans held for investment, net of ACL, and loans held for sale but exclude
loans at fair value, which are included in Trading assets in the balance sheet (see Note 9 to the
financial statements).

2. Other assets primarily includes premises, equipment and software, ROU assets related to
leases, other investments and deferred tax assets.

A substantial portion of total assets consists of cash and cash equivalents,
liquid marketable securities and short-term receivables. In the Institutional
Securities business segment, these arise from market-making, financing and
prime brokerage activities, and in the Wealth Management business segment,
these arise from banking activities, including management of the investment
portfolio.

Liquidity Risk Management Framework

The primary goal of our Liquidity Risk Management Framework is to ensure
that we have access to adequate funding across a wide range of market
conditions and time horizons. The framework is designed to enable us to fulfill
our financial obligations and support the execution of our business strategies.

The following principles guide our Liquidity Risk Management Framework:

+ Sufficient liquidity resources, which consist of HQLA and cash deposits
with banks (“Liquidity Resources”) should be maintained to cover maturing
liabilities and other planned and contingent outflows;

» Maturity profile of assets and labilities should be aligned, with limited
reliance on short-term funding;
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* Source, counterparty, currency, region and term of funding should be
diversified; and

« Liquidity Stress Tests should anticipate, and account for, periods of limited
access to funding.

The core components of our Liquidity Risk Management Framework are the
Required Liquidity Framework, Liquidity Stress Tests and Liquidity
Resources, which support our target liquidity profile.

Required Liquidity Framework

Our Required Liquidity Framework establishes the amount of liquidity we must
hold in both normal and stressed environments to ensure that our financial
condition and overall soundness are not adversely affected by an inability (or
perceived inability) to meet our financial obligations in a timely manner. The
Required Liquidity Framework considers the most constraining liquidity
requirement to satisfy all regulatory and internal limits at a consolidated and
legal entity level.

Liquidity Stress Tests

We use Liquidity Stress Tests to model external and intercompany liquidity
flows across multiple scenarios and a range of time horizons. These scenarios
contain various combinations of idiosyncratic and systemic stress events of
different severity and duration. The methodology, implementation, production
and analysis of our Liquidity Stress Tests are important components of the
Required Liquidity Framework.

The assumptions used in our various Liquidity Stress Test scenarios include,
but are not limited to, the following:

» No government support;

No access to equity and limited access to unsecured debt markets;
Repayment of all unsecured debt maturing within the stress horizon;

Higher haircuts for and significantly lower availability of secured funding;
Additional collateral that would be required by trading counterparties,
certain exchanges and clearing organizations related to credit rating
downgrades;

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

Discretionary unsecured debt buybacks;

Drawdowns on lending commitments provided to third parties; and

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

.

.

Liquidity Stress Tests are produced and results are reported at different levels,
including major operating subsidiaries and major currencies, to capture
specific cash requirements and cash availability across the Firm, including a
limited number of asset sales in a stressed environment. The Liquidity Stress
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Tests assume that subsidiaries will use their own liquidity first to fund their
obligations before drawing liquidity from the Parent Company and that the
Parent Company will support its subsidiaries and will not have access to
subsidiaries’ liquidity reserves. In addition to the assumptions underpinning
the Liquidity Stress Tests, we take into consideration settlement risk related to
intraday settlement and clearing of securities and financing activities.

At December 31, 2024 and December 31, 2023, we maintained sufficient
Liquidity Resources to meet current and contingent funding obligations as
modeled in our Liquidity Stress Tests.

Liquidity Resources

We maintain sufficient liquidity resources, which consist of HQLA and cash
deposits with banks (“Liquidity Resources”), to cover daily funding needs
and to meet strategic liquidity targets sized by the Required Liquidity
Framework and Liquidity Stress Tests. We actively manage the amount of our
Liquidity Resources considering the following components: unsecured debt
maturity profile; balance sheet size and composition; funding needs in a
stressed environment, inclusive of contingent cash outflows; legal entity,
regional and segment liquidity requirements; regulatory requirements; and
collateral requirements.

The amount of Liquidity Resources we hold is based on our risk appetite and
is calibrated to meet various internal and regulatory requirements and to fund
prospective business activities. The Liquidity Resources are primarily held
within the Parent Company and its major operating subsidiaries. The Total
HQLA values in the tables immediately following are different from Eligible
HQLA, which, in accordance with the LCR rule, also takes into account certain
regulatory weightings and other operational considerations.

Liquidity Resources by Type of Investment
Average Daily Balance

Three Months Ended
December 31, September 30,

Sinnillions 2024 2024
Cash deposits with central banks $ 58,493 $ 48,848
Unencumbered HQLA securities':

U.S. government obligations 161,952 171,663

U.S. agency and agency mortgage-backed securities 94,512 90,290

Non-U.S. sovereign obligations? 22,646 24,011

Other investment grade securities 600 810
Total HQLA! $ 338,203 $ 335,622
Cash deposits with banks (non-HQLA) 7,237 6,998
Total Liquidity Resources $ 345,440 $ 342,620

1. HQLAis presented prior to applying weightings and includes all HQLA held in subsidiaries.
2. Primarily composed of unencumbered French, U.K, Japanese, Italian, German, and Spanish
government obligations
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Liquidity Resources by Non-Bank and Bank Legal Entities

Average Daily Balance
Thr;’ege Months Ended

December 31, September 30,

Sinnillions 2024 2024
Non-Bank legal entities
us.:

Parent Company $ 71,981 $ 76,366

Non-Parent Company 61,684 60,537
Total U.S. 133,665 136,903
Non-U.S. 61,432 63,965
Total Non-Bank legal entities 195,097 200,868
Bank legal entities
us. 144,735 136,171
Non-U.S. 5,608 5,581
Total Bank legal entities 150,343 141,752
Total Liquidity Resources $ 345,440 $ 342,620

Liquidity Resources may fluctuate from period to period based on the overall
size and composition of our balance sheet, the maturity profile of our
unsecured debt, and estimates of funding needs in a stressed environment,
among other factors.

Regulatory Liquidity Framework
Liquidity Coverage Ratio and Net Stable Funding Ratio

We and our U.S. Bank Subsidiaries are required to maintain a mininum LCR
and NSFR of 100%.

The LCR rule requires large banking organizations to have sufficient Eligible
HQLA to cover net cash outflows arising from significant stress over 30
calendar days, thus promoting the short-term resilience of the liquidity risk
profile of banking organizations. In determining Eligible HQLA for LCR
purposes, weightings (or asset haircuts) are applied to HQLA, and certain
HQLA held in subsidiaries is excluded.

The NSFR rule requires large banking organizations to maintain an amount of
available stable funding, which is their regulatory capital and liabilities subject
to standardized weightings, equal to or greater than their required stable
funding, which is their projected minimum funding needs, over a one-year time
horizon.

As of December 31, 2024, we and our U.S. Bank Subsidiaries are compliant
with the minimum LCR and NSFR requirements of 100%.
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Liquidity Coverage Ratio

Av Daily Balance

"ves Nbrihs Ended

Sinnillions December 31,2024  September 30, 2024
Eligible HQLA
Cash deposits with central banks $ 53,836 $ 40,406
Securities' 213,394 234,710
Total Eligible HQLA $ 267,230 $ 275,116
Net cash outflows $ 205,780 $ 205,868
LCR 130 % 134 %

1. Primarily includes U.S. Treasuries, U.S. agency mortgage-backed securities, sovereign bonds
and investment grade corporate bonds.

Net Stable Funding Ratio

Average Daily Balance

Three antt)l/s Ended

Sinnillians December 31, 2024  September 30, 2024
Available stable funding $ 616,689 $ 610,727
Required stable funding 507,022 502,318
NSFR 122 % 122 %
Funding Management

We manage our funding in a manner that reduces the risk of disruption to our
operations. We pursue a strategy of diversification of secured and unsecured
funding sources (by product, investor and region) and attempt to ensure that
the tenor of our liabilities equals or exceeds the expected holding period of the
assets being financed. Our goal is to achieve an optimal mix of durable secured
and unsecured financing.

We fund our balance sheet on a global basis through diverse sources. These
sources include our equity capital, borrowings, bank notes, securities sold
under agreements to repurchase, securities lending, deposits, letters of credit
and lines of credit. We have active financing programs for both standard and
structured products targeting global investors and currencies.

Treasury allocates interest expense to our businesses based on the tenor and
interest rate profile of the assets being funded. Treasury similarly allocates
interest income to businesses carrying deposit products and other liabilities
across the businesses based on the characteristics of those deposits and
other liabilities.

Secured Financing

The liquid nature of the marketable securities and short-term receivables
arising principally from sales and trading activities in the Institutional
Securities business segment provides us with flexibility in managing the
composition of our balance sheet. Secured financing investors principally
focus on the quality of the eligible collateral posted. Accordingly, we actively
manage our secured financings based on the quality of the assets being
funded.

We have established longer-tenor secured funding requirements for less liquid
asset classes, for which funding
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may be at risk in the event of a market disruption. We define highly liquid
assets as government-issued or government-guaranteed securities with a high
degree of fundability and less liquid assets as those that do not meet these
criteria.

To further minimize the refinancing risk of secured financing for less liquid
assets, we have established concentration limits to diversify our investor base
and reduce the amount of monthly maturities for secured financing of less
liquid assets. As a component of the Liquidity Risk Management Framework,
we hold a portion of our Liquidity Resources against the potential disruption
to our secured financing capabilities.

In general, we maintain a pool of liquid and easily fundable securities, which
takes into account HQLA classifications consistent with LCR definitions, and
other regulatory requirements, and provides a valuable future source of
liquidity.

Collateralized Financing Transactions

At
December 31, December 31,
$innillions 2024 2023
Securities purchased under agreements to resell and
Socurties booned - 0 $ 242,424 $ 231,831
Securities sold under agreements to repurchase and
Securities loaned & i $ 65,293 $ 77,708
Securities received as collateral’ $ 9,625 $ 6,219
1. Included within Trading assets in the balance sheet.
Average Daily Balance
Three antﬁls Ended
Sinnillions December 31, 2024 December 31, 2023
Securities purchased under agreements to resell and
Securities borrowed $ 250,354 $ 235,928
Securities sold under agreements to repurchase and
Securities loaned $ 74,949 $ 87,285

See “Total Assets by Business Segment” herein for additional information on
the assets shown in the previous table and Notes 2 and 8 to the financial
statements for additional information on collateralized financing transactions.

In addition to the collateralized financing transactions shown in the previous
table, we engage in financing transactions collateralized by customer-owned
securities, which are segregated in accordance with regulatory requirements.
Receivables under these financing transactions, primarily margin loans, are
included in Customer and other receivables in the balance sheet, and payables
under these financing transactions, primarily to prime brokerage customers,
are included in Customer and other payables in the balance sheet. Our risk
exposure on these transactions is mitigated by collateral maintenance policies
and the elements of our Liquidity Risk Management Framework.

Unsecured Financing
We view deposits and borrowings as stable sources of funding for

unencumbered securities and non-security assets. Our unsecured financings
include borrowings and certificates of
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deposit carried at fair value, which are primarily composed of: instruments
whose payments and redemption values are linked to the performance of a
specific index, a basket of stocks, a specific equity security, a commodity, a
credit exposure or basket of credit exposures; and instruments with various
interest rate-related features, including step-ups, step-downs and zero
coupons. Also included are unsecured contracts that are not classified as
OTC derivatives because they fail initial net investment criteria. As part of our
asset/liability management strategy, when appropriate, we use derivatives to
make adjustments to the interest rate risk profile of our borrowings (see Notes
6 and 13 to the financial statements).

Deposits
A At
December 31, December 31,

Sinnillians 2024 2023
Savings and demand deposits:

Brokerage sweep deposits' $ 142,550 $ 148,274

Savings and other 157,348 139,978
Total Savings and demand deposits 299,898 288,252
Time deposits? 76,109 63,552
Total® $ 376,007 $ 351,804
§ s st s S ot oot

3. Our deposits are primarily held in U.S. offices.

Deposits are primarily sourced from our Wealth Management clients and are
considered to have stable, low-cost funding characteristics relative to other
sources of funding. Each category of deposits presented above has a different
cost profile and clients may respond differently to changes in interest rates
and other macroeconomic conditions. Total deposits in 2024 increased
primarily due to increases in Savings and Time deposits, partially offset by a
reduction in Brokerage sweep deposits, largely due to net outflows to
alternative cash equivalent and other investment products.

Borrowings by Maturity at December 31, 2024

Parent .

Sinnillians Company Subsidiaries Total
Original maturities of one year or less $ —$ 4512 § 4,512
Original maturities greater than one year

2025 $ 7,544 § 14377 § 21,921
2026 24,738 13,231 37,969
2027 20,716 13,334 34,050
2028 13,844 14,875 28,719
2029 16,318 9,841 26,159
Thereafter 98,886 36,603 135,489
Total greater than one year $ 182,046 $ 102,261 $ 284,307
Total $ 182,046 $ 106,773 $ 288,819

1. Original maturity in the table is generally based on contractual final maturity. For borrowings with
put options, maturity represents the earliest put date.

Borrowings of $289 billion at December 31, 2024 increased when compared
with $264 billion at December 31, 2023, primarily due to issuances net of
maturities and redemptions.
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We believe that accessing debt investors through nwltiple distribution
channels helps provide consistent access to the unsecured markets. In
addition, the issuance of borrowings with original maturities greater than one
year allows us to reduce reliance on short-term credit-sensitive instruments.
Borrowings with original maturities greater than one year are generally
managed to achieve staggered maturities, thereby mitigating refinancing risk,
and to maximize investor diversification through sales to global institutional
and retail clients across regions, currencies and product types.

The availability and cost of financing to us can vary depending on market
conditions, the volume of certain trading and lending activities, our credit
ratings and the overall availability of credit. We also engage in, and may
continue to engage in, repurchases of our borrowings as part of our market-
making activities.

For further information on Borrowings, see Note 13 to the financial statements.
Credit Ratings

We rely on external sources to finance a significant portion of our daily
operations. Our credit ratings are one of the factors in the cost and availability
of financing and can have an impact on certain trading revenues, particularly
in those businesses where longer-term counterparty performance is a key
consideration, such as certain OTC derivative transactions. When determining
credit ratings, rating agencies consider both company-specific and industry-
wide factors. See also “Risk Factors—Liquidity Risk.”

Parent Company and U.S. Bank Subsidiaries Issuer Ratings at February 14,
2025

Parent Company
Short-Term Debt Long-Tem Debt ~ Rating Outlook
DBRS, Inc. R-1 (middle) A(high) Positive
Fitch Ratings, Inc. F1 A+ Stable
Moody’s Investors Service, Inc. P-1 A Stable
Rating and Investment Information,
Inc. a1 Ar Stable
S&P Global Ratings A2 A Stable
MSBNA
Short-Term Debt  Long-Term Debt Rating Outlook
Fitch Ratings, Inc. F1+ AA Stable
Moody’s Investors Service, Inc. P-1 Aa3 Stable
S&P Global Ratings A A Stable
MSPBNA
Short-Term Debt  Long-Term Debt Rating Outlook
Moody’s Investors Service, Inc. P-1 Aa3 Stable
S&P Global Ratings A1 A+ Stable

Incremental Collateral or Terminating Payments

In connection with certain OTC derivatives and certain other agreements
where we are a liquidity provider to certain financing vehicles associated with
the Institutional Securities
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business segment, we may be required to provide additional collateral,
immediately settle any outstanding liability balances with certain
counterparties or pledge additional collateral to certain clearing organizations
in the event of a future credit rating downgrade irrespective of whether we are
in a net asset or net liability position. See Note 6 to the financial statements for
additional information on OTC derivatives that contain such contingent
features.

While certain aspects of a credit rating downgrade are quantifiable pursuant to
contractual provisions, the impact it would have on our business and results
of operations in future periods is inherently uncertain and would depend on a
number of interrelated factors, including, among other things, the magnitude
of the downgrade, the rating relative to peers, the rating assigned by the
relevant agency before the downgrade, individual client behavior and future
mitigating actions we might take. The liquidity impact of additional collateral
requirements is included in our Liquidity Stress Tests.

Capital Management

We view capital as an important source of financial strength and actively
manage our consolidated capital position based upon, among other things,
business opportunities, risks, capital availability and rates of return together
with internal capital policies, regulatory requirements, such as the SCB, and
rating agency guidelines. In the future, we may expand or contract our capital
base to address the changing needs of our businesses.

Common Stock Repurchases

innillions, except for per shere dta 2024 2023 2022

Number of shares 33 62 113
Average price per share $ 99.16 $ 85.35 $ 87.25
Total $ 3,250 $ 5300 $ 9,865

For additional information on our common stock repurchases, see “Liquidity
and Capital Resources—Regulatory Requirements—Capital Plans, Stress
Tests and the Stress Capital Buffer” herein and Note 17 to the financial
statements.

For a description of our capital plan, see “Liquidity and Capital Resources—
Regulatory Requirements—Capital Plans, Stress Tests and the Stress Capital
Buffer” herein.

Common Stock Dividend Announcement

Announcement date January 16, 2025
Amount per share $0.925
Date paid February 14, 2025
Shareholders of record as of January 31, 2025

For additional information on our common stock dividends, see “Liquidity and
Capital Resources—Regulatory Requirements—Capital Plans, Stress Tests
and the Stress Capital Buffer” herein.
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For additional information on our common stock and information on our
preferred stock, see Note 17 to the financial statements.

Off-Balance Sheet Arrangements

We enter into various off-balance sheet arrangements, including through
unconsolidated SPEs and lending-related financial instruments (e.g.,
guarantees and commitments), primarily in connection with the Institutional
Securities and Investment Management business segments.

We utilize SPEs primarily in connection with securitization activities. For
information on our securitization activities, see Note 15 to the financial
statements.

For information on our commitments, obligations under certain guarantee
arrangements and indemnities, see Note 14 to the financial statements. For a
further discussion of our lending commitments, see “Quantitative and
Qualitative Disclosures about Risk—Credit Risk—Loans and Lending
Commitments” herein.

Regulatory Requirements
Regulatory Capital Framework

We are an FHC under the BHC Act and are subject to the regulation and
oversight of the Federal Reserve. The Federal Reserve establishes capital
requirements for us, including “well-capitalized” standards, and evaluates our
compliance with such capital requirements. The OCC establishes similar capital
requirements and standards for our U.S. Bank Subsidiaries. The regulatory
capital requirements are largely based on the Basel III capital standards
established by the Basel Committee and also implement certain provisions of
the Dodd-Frank Act. For us to remain an FHC, we must remain well-capitalized
in accordance with standards established by the Federal Reserve, and our U.S.
Bank Subsidiaries must remain well-capitalized in accordance with standards
established by the OCC. In addition, many of our regulated subsidiaries are
subject to regulatory capital requirements, including regulated subsidiaries
registered as swap dealers with the CFTC or conditionally registered as
security-based swap dealers with the SEC or registered as broker-dealers or
futures commission merchants. For additional information on regulatory
capital requirements for our U.S. Bank Subsidiaries, as well as our subsidiaries
that are swap entities, see Note 16 to the financial statements.

Regulatory Capital Requirements

We are required to maintain minimum risk-based and leverage-based capital
and TLAC ratios. For additional information on TLAC, see “Total Loss-
Absorbing Capacity, Long-Term Debt and Clean Holding Company
Requirements” herein.

Risk-Based Regulatory Capital. Risk-based capital ratio requirements apply
to Common Equity Tier 1 (“CET1”)
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capital, Tier 1 capital and Total capital (which includes Tier 2 capital), each as a
percentage of RWA, and consist of regulatory minimum required ratios plus
our capital buffer requirement. Capital requirements require certain
adjustments to, and deductions from, capital for purposes of determining
these ratios.

Capital Buffer Requirements

At December 31,

Decer:lt)er 31, Decerr;Atber 31, 2024 and December
2024 2023 31, 2023
Standardized Standardized Advanced
Capital buffers
Capital conservation buffer — — 2.5%
SCB 6.0% 5.4% N/A
G-SIB capital surcharge? 3.0% 3.0% 3.0%
CCyB 0% 0% 0%
Capital buffer requirement 9.0% 8.4% 5.5%

1. For additional information on the SCB, see “Capital Plans, Stress Tests and the Stress Capital
Buffer” herein.

2. For afurther discussion of the G-SIB capital surcharge, see “G-SIB Capital Surcharge” herein.
3. The CCyB can be set up to 2.5% but is currently set by the Federal Reserve at zero.

The capital buffer requirement represents the amount of CET1 capital we must
maintain above the minimum risk-based capital requirements in order to avoid
restrictions on our ability to make capital distributions, including the payment
of dividends and the repurchase of stock, and to pay discretionary bonuses to
executive officers. Our capital buffer requirement computed under the
standardized approaches for calculating credit risk and market RWAs
(“Standardized Approach”) is equal to the sum of our SCB, G-SIB capital
surcharge and CCyB, and our capital buffer requirement computed under the
applicable advanced approaches for calculating credit risk, market risk and
operational risk RWAs (“Advanced Approach”) is equal to our 2.5% capital
conservation buffer, G-SIB capital surcharge and CCyB.

Risk-Based Regulatory Capital Ratio Requirements

A At At December 31,
December 31, December 31, 2
Requlatory 2024 2023 December 31, 2023
nimum Standardized Standardized Advanced

Required ratios'

CET1 capital ratio 4.5% 13.5% 12.9% 10.0%
Tier 1 capital ratio 6.0 % 15.0% 14.4% 11.5%
Total capital ratio 8.0 % 17.0% 16.4% 13.5%

1. Required ratios represent the regulatory minimum plus the capital buffer requirement.

Risk-Weighted Assets. RWA reflects both our on- and off-balance sheet risk,
as well as capital charges attributable to the risk of loss arising from the
following:

* Credit risk: The failure of a borrower, counterparty or issuer to meet its
financial obligations to us;

» Market risk: Adverse changes in the level of one or more market prices,
rates, spreads, indices, volatilities,
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correlations or other market factors, such as market liquidity; and

 Operational risk: 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).

Our risk-based capital ratios are computed under each of (i) the Standardized
Approach and (i) the Advanced Approach. The credit risk RWA calculations

between the two approaches differ in that the Standardized Approach requires
calculation of RWA wusing prescribed risk weights and exposure
methodologies, whereas the Advanced Approach utilizes models to calculate
exposure amounts and risk weights. At December 31, 2024 and December 31,
2023, the differences between the actual and required ratios were lower under
the Standardized Approach.

Leverage-Based Regulatory Capital. Leverage-based capital requirements
include a minimum Tier | leverage ratio of 4%, a minimum SLR of 3% and an
enhanced SLR capital buffer of at least 2%.

CECL Deferral. Beginning on January 1, 2020, we elected to defer the effect of
the adoption of CECL on our risk-based and leverage-based capital amounts
and ratios, as well as our RWA, adjusted average assets and supplementary
leverage exposure calculations, over a five-year transition period. The deferral
impacts began to phase in at 25% per year from January 1, 2022 and were
phased-in at 75% from January 1, 2024. The deferral impacts were fully phased-
in fromJanuary 1, 2025.
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Regulatory Capital Ratios Regulatory Capital
Risk-based capital A At
. December 31, December 31,
Standardized Advanced Sinnillions 2024 2023 Change
Sinnil A December 31, At I%ecember A December At I%ecember CETA capital
R"nk l;ons od 2024 31,2023 31, 2024 31,2023 Common shareholders’ equity $ 94,761 $ 90,288 $ 4,473
('::p'it:f Regulatory adjustments and deductions:
CET1 capital $ 75005 $ 69448 § 75005 $ 69,448 Net goodwill (16,354) (16,394) 40
Tier 1 capital 84,790 78,183 84,790 78,183 Net intangible assets (5,003) (5:509) 506
Total capital 95,567 88,874 94,846 88,190 Impact of CECL transition . 62 124 (61)
Total RWA 471,834 456,053 477,331 448,154 Other adjustments and deductions’ 1,629 939 690
ikl i Total CET1
Risk based capital capital $ 75,005 $ 69,448 $ 5647
CET1 capital 15.9 % 152 % 15.7 % 155% Additional Tier 1 capital
Tier 1 capital 18.0% 17.1% 17.8% 17.4% Preferred stock $ 9,750 § 8750 § 1,000
Total capital 20.3 % 195% 19.9% 19.7% Noncontrolling interests 807 738 49
Required ratios' Additional Tier 1 capital $ 10,557 $ 9508 $ 1,049
CET capital 13.5% 129% 10.0 % 10.0 % Deduction for investments in covered funds (862) (773) (89)
Tier 1 capital 15.0 % 14.4 % 11.5% 11.5% Total Tier 1 capital $ 84,790 $ 78183 $ 6,607
Total capital 17.0% 16.4 % 13.5% 13.5% Standardized Tier 2 capital
Subordinated debt $ 8,851 $ 8,760 $ 91
1. Required ratios are inclusive of any buffers applicable as of the date presented. Eligible ACL 2,065 2,051 14
Other adjustments and deductions (139) (120) (19)
Total Standardized Tier 2
Leveraged-based capital capital $ 10,777 $ 10,691 $ 86
o At December 31, Total Standardized capital $ 95,567 $ 83874 $ 6,693
Sinnillions 2024 At December 31, 2023 = d Tier 2 tal
Leveraged-based capital Su‘t’:;"d"::atet:iet;ebtcapl 8,851 $ 8760 91
Adjusted average assets' $ 1,223,779 $ 1,159,626 borainatec $ ’ ’ $
u | - 1517 687 1429 550 Eligible credit reserves 1,344 1,367 (23)
pplementary leverage exposin 1 Bl Other adjustments and
Leveraged-based capital ratios deductions (139) (120) (19)
Tier 1 leverage 6.9% 6.7 % Total Advanced Tier 2 capital $ 10,056 $ 10,007 $ 49
SIR 5.6 % 55% Total Advanced capital $ 94,846 $ 83,190 $ 6,656
Required ratios®
Tier 1 leverage 4.0% 4.0 % 1. Other adjustments and deductions used in the calculation of CET1 capital primarily includes net
SIR 5.0 % 5.0% after-tax DVA, the credit spread premium over risk-free rate for derivative liabilities, defined
. . benefit pension plan assets, after-tax gain on sale from assets sold into securitizations,
1. Adusted average assets represents the denominator of the Tier 1 leverage ratio and is investments in our own capital instruments and certain deferred tax assets.
composed of the average daily balance of consolidated on-balance sheet assets for the quarters
ending on the respective balance sheet dates, reduced by disallowed ill, intangible assets,

investments in covered funds, defined benefit pension plan assets, after- tax gain on sale from
assets sold into securitizations, investments in our own capital instruments, certain deferred tax
assets and other capital deductions.

2. Supplementary leverage exposure is the sum of Adjusted average assets used in the Tier 1
lev ratio and other adjustments, primarily: (i) for derivatives, Potentlal future exposure and
the effective notional principal amount of st d credit protection of et by qualifying purchased
credit ection; (| t) the counterparty credit risk for repo-style transactions; and (m) the credit
equivalent amount for of f-balance sheet exposures

3. Required ratios are inclusive of any buffers apphcable as of the date presented.
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RWA Roliforward
Sinnillians Standardized Advanced
Credit risk RWA
Balance at December 31, 2023 $ 407,731 $ 297,858
Change related to the following items:
Derivatives (8,690) 3,106
Securities financing transactions 9,699 1,871
Investment securities (133) (2,515)
Commitments, guarantees and loans 7,956 15,523
Equity investments (50) (279)
Cther credit risk 1,469 865
Total change in credit risk RWA $ 10,251 $ 18,571
Balance at December 31, 2024 $ 417,982 $ 316,429
Market risk RWA
Balance at December 31, 2023 $ 48322 $ 48,201
Change related to the following items:
Regulatory VaR 124 124
Regulatory stressed VaR 643 643
Incremental risk charge 1,577 1,577
Comprehensive risk measure (98) 493
Specific risk 3,284 3,284
Total change in market risk RWA $ 5530 $ 6,121
Balance at December 31, 2024 $ 53,852 $ 54,322
Operational risk RWA
Balance at December 31, 2023 N/A$ 102,095
Change in operational risk RWA N/A 4,485
Balance at December 31, 2024 N/A$ 106,580
Total RWA $ 471,834 $ 477,331

Regulatory VaR—VaR for regulatory capital requirements

In 2024, Credit risk RWA increased under both the Standardized and
Advanced Approaches. Under the Standardized Approach, the increase was
primarily due to higher Securities financing transactions, growth in Corporate
lending, as well as an increase in Other credit risk driven by securitizations.
These increases were partially offset by decreased exposure in derivatives.
Under the Advanced Approach, the increase was primarily due to growth in
Corporate lending, increase in Derivatives driven by counterparty credit risk,
and higher Securities financing transactions. These increases were partially
offset by decreased exposure in investment securities.

Market risk RWA increased in 2024 under both the Standardized and
Advanced Approaches, primarily driven by higher charges on Specific risk
and Incremental risk due to increased exposures.

The increase in Operational risk RWA in 2024 is related to legal expenses and
execution losses.

G-SIB Capital Surcharge

We and other U.S. G-SIBs are subject to an additional risk-based capital
surcharge, the G-SIB capital surcharge, which must be satisfied using CET1
capital and which functions as an extension of the capital conservation buffer.
The surcharge is calculated based on the G-SIB’s size, interconnectedness,
cross-jurisdictional activity, and complexity and
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substitutability (“Method 1”) or use of short-term wholesale funding
(“Method 2”), whichever is higher.

Total Loss-Absorbing Capacity, Long-Term Debt and Clean Holding
Company Requirements

The Federal Reserve has established external TLAC, long-term debt (“LTD”)
and clean holding company requirements for top-tier BHCs of U.S. G-SIBs
(“covered BHCs”), including the Parent Company. These requirements are
designed to ensure that covered BHCs will have enough loss-absorbing
resources at the point of failure to be recapitalized through the conversion of
eligible LTD to equity or otherwise by imposing losses on eligible LTD or
other forms of TLAC where an SPOE resolution strategy is used (see
“Business—Supervision and Regulation—Financial Holding Company—
Resolution and Recovery Planning” and “Risk Factors—Legal, Regulatory
and Compliance Risk”).

These TLAC and eligible LTD requirements include various restrictions, such
as requiring eligible LTD to: be issued by the covered BHC; be unsecured;
have a maturity of one year or more fromthe date of issuance; and not contain
certain embedded features, such as a principal or redemption amount subject
to reduction based on the performance of an asset, entity or index, or a similar
feature. In addition, the requirements provide permanent grandfathering for
debt instruments issued prior to December 31, 2016 that would be eligible LTD
but for having impermissible acceleration clauses or being governed by
foreign law.

A covered BHC is also required to maintain minimum external TLAC equal to
the greater of (i) 18% of total RWA or (ii) 7.5% of its total leverage exposure
(the denominator of its SLR). Covered BHCs must also meet a minimum
external LTD requirement equal to the greater of (i) total RWA multiplied by
the sum of 6% plus the higher of the Method 1 or Method 2 G-SIB capital
surcharge applicable to the Parent Company or (ii) 4.5% of its total leverage
exposure.

TLAC buffer requirements are imposed on top of both the risk-based and
leverage exposure-based external TLAC minimum requirements. The risk-
based TLAC buffer is equal to the sumof2.5%, our Method 1 G-SIB surcharge
and the CCyB, if any, as a percentage of total RWA. The leverage exposure-
based TLAC buffer is equal to 2% of our total leverage exposure. Failure to
maintain the buffers would result in restrictions on our ability to make capital
distributions, including the payment of dividends and the repurchase of stock,
and to pay discretionary bonuses to executive officers.
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Required and Actual TLAC and Higible LTD Ratios

Actual
Amount/Ratio
lat Required D pl‘: 31 D Atber 31
ulal ui ecember 31, ecem ,
Sinnillians l\?ﬁumu?]rwy Iggilic)1 2024 2023
External TLAC? $ 266,146 $ 250,914
Extemal TLAC as a % of
RWA 18.0 % 21.5% 55.8 % 55.0 %
Extemal TLAC as a % of
leverage exposure 7.5% 9.5% 17.5% 17.6 %
Eligible LTD® $ 169,690 $ 162,547
Elgi/\h?le LTD as a % of
A 9.0 % 9.0 % 35.5 % 35.6 %
Eligible LTD as a % of
leverage exposure 45% 45% 1.2% 1.4 %

1. Required ratios are inclusive of I:gf_){)licable buffers.

2. External TLAC consists of Cl capital and Additional Tier 1 capital (each excluding any
noncontrolling minority interests), as well as eligible LTD.

3. Consists of C-eligible LTD reduoed by 50% for amounts of ung?;d principal due to be paid in
more than one year but less than two years from each respective balance sheet dat

Furthermore, under the clean holding company requirements, a covered BHC
is prohibited from incurring any external debt with an original maturity of less
than one year or certain other liabilities, regardless of whether the liabilities are
fully secured or otherwise senior to eligible LTD, or entering into certain other
prohibited transactions. Certain other external liabilities, including those with
certain embedded features noted above, are subject to a cap equal to 5% of
the covered BHC’s outstanding external TLAC amount. Additionally, as of
April 1, 2021, we and our U.S. Bank Subsidiaries are required to make certain
deductions from regulatory capital for investments in certain unsecured debt
instruments (including eligible L'TD in the TLAC framework) issued by the
Parent Company or other G-SIBs.

We are in compliance with all TLAC requirements as of December 31, 2024 and
December 31, 2023.

Capital Plans, Stress Tests and the Stress Capital Buffer

The Federal Reserve has capital planning and stress test requirements for
large BHCs, which formpart of the Federal Reserve’s annual CCAR framework.

We nust submit, on at least an annual basis, a capital plan to the Federal
Reserve, taking into account the results of separate annual stress tests
designed by us and the Federal Reserve, so that the Federal Reserve may
assess our systems and processes that incorporate forward-looking
projections of revenues and losses to monitor and maintain our internal capital
adequacy. As banks with less than $250 billion of total assets, our U.S. Bank
Subsidiaries are not subject to company-run stress test regulatory
requirements.

The capital plan must include a description of all planned capital actions over
a nine-quarter planning horizon, including any issuance or redemption of a
debt or equity capital instrument, any capital distribution (i.e., payments of
dividends or stock repurchases) and any similar action that the Federal
Reserve determines could impact our consolidated capital. The capital plan
must include a discussion of how we
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will maintain capital above the minimum regulatory capital ratios and how we
will serve as a source of strength to our U.S. Bank Subsidiaries under
supervisory stress scenarios. In addition, the Federal Reserve has issued
guidance setting out its heightened expectations for capital planning practices
at certain large financial institutions, including us.

As part of its annual capital supervisory stress testing process, the Federal
Reserve determines an SCB for each large BHC, including us. The SCB applies
only with respect to Standardized Approach risk-based capital requirements
and replaced the CET1 capital conservation buffer of 2.5%. The SCB is the
greater of (i) the maximum decline in our Common Equity Tier 1 capital ratio
under the severely adverse scenario over the supervisory stress test
measurement period plus the sum of the four quarters of planned common
stock dividends divided by the projected RWAs fromthe quarter in which the
Firm’s projected Common Equity Tier 1 capital ratio reaches its minimum in the
supervisory stress test and (ii) 2.5%.

The supervisory stress test assumes that BHCs generally maintain a constant
level of assets and RW As throughout the projection period.

A firm’s SCB is subject to revision each year, taking effect from October 1 to
reflect the results of the Federal Reserve’s annual supervisory stress test. The
Federal Reserve has discretion to recalculate a firm’s SCB outside of the
October 1 annual cycle and to require approval for certain actions, in some
circumstances. The Federal Reserve also has the authority to impose
restrictions on capital actions as a supervisory matter.

For the 2024 capital planning and stress test cycle, we submitted our capital
plan and company-run stress test results to the Federal Reserve on April 5,
2024. On June 26, 2024, the Federal Reserve published summary results of its
supervisory stress tests of each large BHC, in which the projected decline in
our CET1 ratio in the severely adverse scenario increased from the prior
annual supervisory stress test by 50 basis points, from 4.1% to 4.6%.
Following the publication of the supervisory stress test results, we announced
that our SCB will be 6.0% from October 1, 2024 through September 30, 2025. In
addition to the projected decline in our Common Equity Tier 1 ratio in the
severely adverse scenario, our SCB reflects the increase in our common stock
dividend in the dividend add-on. Together with other features of the
regulatory capital framework, this SCB results in an aggregate Standardized
Approach Common Equity Tier 1 ratio of 13.5%. Generally, our SCB is
determined annually based on the results of the supervisory stress test.

We also disclosed a summary of the results of our company-run stress tests
on our Investor Relations website and increased our quarterly common stock
dividend to $0.925 per share from $0.85, beginning with the common stock
dividend announced on July 16, 2024.
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Attribution of Average Common Equity According to the Required Capital
Framework

Our required capital (“Required Capital”) estimation is based on the Required
Capital framework, an internal capital adequacy measure. Common equity
attribution to the business segments is based on capital usage calculated
under the Required Capital framework, as well as each business segment’s
relative contribution to our total Required Capital.

The Required Capital framework is a risk-based and leverage-based capital
measure, which is compared with our regulatory capital to ensure that we
maintain an amount of going concern capital after absorbing potential losses
from stress events, where applicable, at a point in time. The amount of capital
allocated to the business segments is generally set at the beginning of each
year and remains fixed throughout the year until the next annual reset unless a
significant business change occurs (e.g., acquisition or disposition). We
define the difference between our total average common equity and the sumof
the average common equity amounts allocated to our business segments as
Parent Company common equity. We generally hold Parent Company common
equity for prospective regulatory requirements, organic growth, potential
future acquisitions and other capital needs.

Average Common HEquity Attribution under the Required Capital
Framework'

Sinbillions 2024 2023 2022

Institutional Securities $ 45.0 $ 456 $ 48.8
Wealth Management 29.1 288 31.0
Investment Management 10.8 10.4 10.6
Parent 6.8 6.0 35
Total $ 91.7 § 9.8 $ 93.9

1. The attribution of av

common equity to the business segments is a non-GAAP financial
measure. See “Selected

lon-GAAP Financial Information” herein.

We continue to evaluate our Required Capital framework with respect to the
impact of evolving regulatory requirements, as appropriate.

Resolution and Recovery Planning

We are required to submit once every two years to the Federal Reserve and
the FDIC (“Agencies”) a resolution plan that describes our strategy for a rapid
and orderly resolution under the U.S. Bankruptcy Code in the event of our
material financial distress or failure. We submitted our 2023 full resolution plan
on June 30, 2023. In June 2024, we received joint feedback on our 2023
resolution plan from the Agencies, with no shortcomings or deficiencies
identified. Our next resolution plan submission will be a targeted resolution
plan in July 2025. For more information about resolution planning
requirements, see ‘“Business—Supervision and Regulation—Financial
Holding Company—Resolution and Recovery Planning.”

As described in our most recent resolution plan, our preferred resolution
strategy is an SPOE strategy. In line with our
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SPOE strategy, the Parent Company has transferred, and has agreed to
transfer on an ongoing basis, certain assets to its wholly owned, direct
subsidiary Morgan Stanley Holdings LLC (the “Funding IHC”). In addition,
the Parent Company has entered into an amended and restated support
agreement with its material entities (including the Funding IHC) and certain
other subsidiaries. In the event of a resolution scenario, the Parent Company
would be obligated to contribute all of its contributable assets to our
supported entities and/or the Funding IHC. The Funding IHC would be
obligated to provide capital and liquidity, as applicable, to our supported
entities. The combined implication of the SPOE resolution strategy and the
requirement to maintain certain levels of TLAC is that losses in resolution
would be imposed on the holders of eligible LTD and other forms of eligible
TLAC issued by the Parent Company before any losses are imposed on
creditors of our supported entities and without requiring taxpayer or
government financial support.

The obligations of the Parent Company and the Funding IHC under the
amended and restated support agreement are in most cases secured on a
senior basis by the assets of the Parent Company (other than shares in
subsidiaries of the Parent Company and certain other assets) and the assets of
the Funding IHC. As a result, claims of our supported entities, including the
Funding THC, with respect to the secured assets, are effectively senior to
unsecured obligations of the Parent Company.

For more information about resolution and recovery planning requirements
and our activities in these areas, including the implications of such activities in
a resolution scenario, see “Business—Supervision and Regulation—Financial
Holding Company—Resolution and Recovery Planning” and “Risk Factors—
Legal, Regulatory and Compliance Risk.”

Regulatory Developments and Other Matters
Basel 11l Endgame and G-SIB Surcharge Proposals

On July 27, 2023, U.S. banking agencies proposed revisions to risk-based
capital and related standards applicable to us and our U.S. Bank Subsidiaries
(“Basel Il Endgame Proposal’”’). We continue to monitor developments related
to this rulemaking as well as the proposed revisions to the G-SIB capital
surcharge framework.
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Risk Management

Overview

Risk is an inherent part of our businesses and activities. We believe effective
risk management is vital to the success of our business activities.
Accordingly, we have an Enterprise Risk Management (“ERM”) framework to
integrate the diverse roles of risk management into a holistic enterprise
structure and to facilitate the incorporation of risk assessment into decision-
making processes across the Firm.

We have policies and procedures in place to identify, measure, monitor,

escalate, mitigate and control the principal risks involved in the activities of
the Institutional Securities, Wealth Management and Investment Management
business segments, significant operating subsidiaries, as well as at the Parent
Company level. The principal risks involved in our business activities are both
financial and non-financial and include market (including non-trading interest
rate risk), credit, liquidity, model, operational (including cybersecurity),
compliance (including conduct), financial crimes, strategic and reputational
risks. Strategic risk is integrated into our business planning, embedded in the
evaluation of all principal risks and overseen by the Board.

The comerstone of our risk management philosophy is the pursuit of risk-
adjusted returns through prudent risk taking that protects our capital base and
franchise. This philosophy is implemented through the ERM framework. Five
key principles underlie this philosophy: integrity, comprehensiveness,
independence, accountability and transparency. To help ensure the efficacy of
risk management, which is an essential component of our reputation, senior

Morgan Stanley Board
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management requires thorough and frequent reporting and the appropriate
escalation of risk matters. The fast-paced, complex and constantly evolving
nature of global financial markets requires us to maintain a risk management
culture that is incisive, knowledgeable about specialized products and
markets, and subject to ongoing review and enhancement.

Our risk appetite defines the aggregate level and types of risk that the Firm is
willing to accept to achieve its business objectives, taking into account the
interests of clients and fiduciary duties to shareholders, as well as capital and
other regulatory requirements. This risk appetite is embedded in our risk
culture and linked to our short-term and long-term strategic, capital and
financial plans, as well as compensation programs. This risk appetite and the
related Board-level risk limits and risk tolerance statements are reviewed and
approved by the Risk Committee of the Board (“BRC”) and the Board on at
least an annual basis.

Risk Governance Structure

Risk management at the Firm requires independent Firnrlevel oversight,
accountability of our business segments and effective communication of risk
matters across the Firm, to senior management and ultimately to the Board.
Our risk governance structure is set forth in the following chart and also
includes risk managers, committees and groups within and across business
segments and operating legal entities. The ERM framework, composed of
independent but complementary entities, facilitates efficient and
comprehensive supervision of our risk exposures and processes.

‘ Operations and Technology Committee | ‘ Risk Committee H Audit Committee ‘
) 7 A
I | ‘
Internal

« Chief Executive Officer + Co-Presidents + Chief Risk Officer | Audit

+ Chief Financial Officer + Chief Client Officer + Treasurer Department

« Chief Legal Officer and + Head of Non-Financial Risk + Business/Control Senior Management + GCAR

Chief Administrative Officer * RRP + Chief Audit

A Fy + Strategic Transactions Officer

Governance Process Review Subcommittee ‘ |

Functional Risk and Control Committees

+ Asset/Liability Management
+ Climate Risk
+ Commitment and Underwriting®

+ Enterprise Controls
+ Enterprise Regulatory Oversight
+ Firm Credit Risk

+ Firm Franchise

= Global Legal Entity Oversight and Govemance
= Global Technology Governance

+ Model Oversight
+ Non-Financial Risk
+ Segment Risk?

RRP—Resolution and Recovery Planning

1. Commgees include the Capital Commitment Committee, Equity Underwriting Committee, Global Large Loan Committee, Leveraged Finance Underwriting Committee and Municipal Capital Commitment
Committee.
2. Committees include the Investment Management Risk Committee, Securities Risk Committee and Wealth Management Risk Committee.

December 2024 Form 10-K



Table of Contents
Risk Disclosures

Morgan Stanley Board of Directors

The Board has oversight of the ERM framework and is responsible for helping
to ensure that our risks are managed in a sound manner. The Board has
authorized the committees within the ERM framework to help facilitate our risk
oversight responsibilities. As set forth in the Board’s Corporate Governance
Policies, the Board also oversees, and receives reports on, our financial
performance, strategy and business plans, as well as our practices and
procedures relating to reputational and franchise risk, and culture, values and
conduct.

Risk Commiittee of the Board

The BRC assists the Board in its oversight of the ERM framework; oversees
significant financial risk exposures of the Firm, including market, credit, model
and liquidity risk, against established risk measurement methodologies and the
steps management has taken to monitor and control such exposures; oversees
our risk appetite statement, including risk tolerance levels and limits; reviews
capital, liquidity and funding strategy and planning and related guidelines and
policies; reviews the contingency funding plan and capital planning process;
oversees our significant risk govemance, risk management and risk
assessment guidelines and policies; oversees the performance of the Chief
Risk Officer; reviews reports from our Strategic Transactions Committee,
CCAR Committee and RRP Committee; reviews significant new product risk,
emerging risks, regulatory matters and climate risk; and reviews reports from
the Chief Audit Officer regarding the results of reviews and assessments of
the risk management, liquidity and capital functions. The BRC reports to the
Board on a regular basis and coordinates with the Board and other Board
committees with respect to oversight of risk management and risk assessment
guidelines.

Audit Committee of the Board

The Audit Committee of the Board (“BAC”) oversees the integrity of our
financial statements, compliance with legal and regulatory requirements, and
system of internal controls; oversees risk management and risk assessment
guidelines in coordination with the Board and other Board committees;
reviews the major legal, compliance and financial crime risk exposures of the
Firm and the steps management has taken to monitor and control such
exposures; appoints, compensates, retains, oversees, evaluates and, when
appropriate, replaces the independent auditor; oversees the qualifications,
performance and independence of our independent auditor and pre-approves
audit and permitted non-audit services; oversees the performance of our Chief
Audit Officer; and, after review, recommends to the Board the acceptance and
inclusion of the annual audited financial statements in the Firm’s annual report
on Form 10-K. The BAC reports to the Board on a regular basis.
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Operations and Technology Commiittee of the Board

The Operations and Technology Committee of the Board (“BOTC”) oversees
our operations and technology strategy and significant investments in
support of such strategy; oversees operational risk, including information
technology, information security, fraud, third-party oversight, business
disruption and resilience and cybersecurity risks and the steps management
has taken to monitor and control such exposures. The BOTC reviews and
approves significant operations and technology policies. The BOTC also
reviews risk management and risk assessment guidelines in coordination with
the Board and other Board committees, and policies regarding operational risk.
The BOTC reports to the Board on a regular basis.

Firm Risk Commiittee

The Board has also authorized the Firm Risk Committee (“FRC’), a
management committee appointed and co-chaired by the Chief Executive
Officer and Chief Risk Officer, which includes the most senior officers of the
Firm fromthe business, independent risk functions and control groups, to help
oversee the ERM framework. The FRC’s responsibilities include: oversight of
our risk management principles, procedures, limits and tolerances; the
monitoring of capital levels and material market, credit, model, operational,
liquidity, legal, compliance, reputational and other risks, as appropriate; and
the steps management has taken to monitor and manage such risks. The FRC
also establishes and communicates risk appetite, including aggregate Firm
limits and tolerances, as appropriate. The Governance Process Review
Subcommittee of the FRC oversees governance and process issues on behalf
of the FRC. The FRC reports to the Board, the BAC, the BOTC and the BRC
through the Chief Risk Officer, Chief Financial Officer, Chief Legal Officer and
Head of Non-Financial Risk.

Functional Risk and Control Commiittees

Functional risk and control committees and other committees within the ERM
framework facilitate efficient and comprehensive supervision of our risk
exposures and processes.

Each business segment has a risk committee that is responsible for helping to
ensure that the business segment, as applicable, adheres to established limits
for market, credit, operational and other risks; implements risk measurement,
monitoring, and management policies, procedures, controls and systems that
are consistent with the risk framework established by the FRC; and reviews,
on a periodic basis, our aggregate risk exposures, risk exception experience,
and the efficacy of our risk identification, measurement, monitoring and
management policies and procedures, and related controls.
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Chief Risk Officer

The Chief Risk Officer, who is independent of business units, reports to the
BRC and the Chief Executive Officer. The Chief Risk Officer oversees
compliance with our financial risk limits; approves exceptions to our financial
risk limits; independently reviews material market, credit, model and liquidity
risks; and reviews results of risk management processes with the Board, the
BRC, the BOTC and the BAC, as appropriate. The Chief Risk Officer oversees
the ERM framework, which includes non-financial risk, and coordinates with
the the Chief Financial Officer and the Chief Executive Officer regarding capital
and liquidity management and works with the Compensation, Management
Development and Succession Committee of the Board (“CMDS Committee™) to
help ensure that the structure and design of incentive compensation
arrangements do not encourage unnecessary and excessive risk taking.

Head of Non-Financial Risk

The Head of Non-Financial Risk, who is independent of business units,
reports to the Chief Legal Officer and Chief Administrative Officer. The Head
of Non-Financial Risk oversees the compliance, financial crimes and
operational risk management functions; independently reviews non-financial
risks, including compliance (including conduct), financial crimes, and
operational (including cybersecurity) risks, as well as material regulatory risks;
and reviews results of risk management processes with the Board, the BAC,
the BOTC, the BRC, and the CMDS Committee, as appropriate. The Head of
Non-Financial Risk also reports to the Chief Risk Officer as part of his
oversight of the ERM Framework.

Independent Risk Management Functions

The Financial Risk Management functions (Market Risk, Credit Risk, Model
Risk and Liquidity Risk Management Departments) and Non-Financial Risk
Management functions (Compliance, Global Financial Crimes, and Operational
Risk Departments) are independent of our business units and report to the
Chief Risk Officer and Head of Non-Financial Risk, respectively. These
functions assist senior management and the FRC in monitoring and controlling
our risk through a number of control processes. Each function maintains its
own risk governance structure with specified individuals and committees
responsible for aspects of managing risk. Further discussion about the
responsibilities of the risk management functions may be found under “Market
Risk,” “Credit Risk,” “Operational Risk,” “Model Risk,” “Liquidity Risk,” and
“Legal, Regulatory and Compliance Risk” herein.

Support and Control Functions
Our support and control groups include, but are not limited to, Legal, the
Finance Division, the Technology Division (“Technology”), the Operations

Division (“Operations”), the Human Capital Management, and Firm Strategy
and Execution. Our support and control functions coordinate with

57

Morgan Stanley

the business segment control groups to review the risk monitoring and risk
management policies and procedures relating to, among other things, controls
over financial reporting and disclosure; each business segment’s market,
credit and operational risk profile; liquidity risks; model risks; sales practices;
reputational, legal enforceability, compliance and regulatory risks; and
technological risks. Participation by the senior officers of the Firm and
business segment control groups helps ensure that risk policies and
procedures, exceptions to risk limits, new products and business ventures,
and transactions with risk elements undergo thorough review.

Internal Audit Department

The Internal Audit Department (“IAD”) independently identifies and assesses
risks facing the Firm and provides independent, objective and timely
assurance to stakeholders about the effectiveness of risk management,
govemance and controls over key risks within the Firm’s businesses and
functions. Every activity (including outsourced activities) and every entity of
the Firm (including subsidiaries, affiliates and branches) is subject to IAD
coverage. IAD develops and executes a comprehensive risk-based assurance
plan to fulfill its role and purpose, which includes assessing compliance with
policies, procedures and laws and regulations. IAD may also conduct other
activities, such as retrospective reviews, pre-implementation reviews and
investigations as requested by the BAC, senior management or the Firm’s
regulators.

IAD executes its activities in accordance with the mandatory elements of The
Institute of Internal Auditors’ International Professional Practices Framework
as well as the Firm’s Code of FEthics and Business Conduct, regulatory
requirements, and IAD’s policies, procedures, standards and guidance. The
Chief Audit Officer, who reports directly to the Chair of the BAC and
administratively to the Firm’s Chief Executive Officer (“CEO”), communicates
the results of IAD activities to the BAC on a quarterly basis and periodically
to the BRC and BOTC.

Culture, Values and Conduct of Employees

Employees of the Firm are accountable for conducting themselves in
accordance with our core values: Put Clients First, Do the Right Thing, Lead
with Exceptional Ideas, Commit to Diversity and Inclusion, and Give Back.
We are committed to reinforcing and confirming adherence to our core values
through our governance framework, tone fromthe top, management oversight,
risk management and controls, and three lines of defense structure (risk
owners within the business, our independent risk management functions,
including the Financial Risk Management and Non-Financial Risk
Management functions, and IAD).

The Board is responsible for overseeing the Firm’s practices and procedures
relating to culture, values and conduct, as set forth in the Board’s Corporate
Governance Policies. Senior management committees oversee the Firmwide
culture, values and conduct programand report regularly to the Board. A
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fundamental building block of these programs is the Firm’s Code of Conduct,
which establishes standards for employee conduct that further reinforce the
Firm’s commitment to integrity and ethical conduct. Every new hire and every
employee annually is required to certify to their understanding of and
adherence to the Code of Conduct. The Firm’s Global Conduct Risk
Management Policy also sets out a consistent global framework for managing
conduct risk (i.e., the risk arising from misconduct by employees or contingent
workers) and conduct risk incidents at the Firm.

The employee annual performance review process includes evaluation of
employee conduct related to risk management practices and the Firm’s
expectations. We also have several mutually reinforcing processes to identify
employee conduct that may have an impact on employment status, current-
year compensation and/or prior-year compensation. For example, the Global
Incentive Compensation Discretion Policy sets forth standards for managers
when making annual compensation decisions and specifically provides that
managers must consider whether their employees effectively managed and/or
supervised risk control practices during the performance year Control
function management meets to discuss employees whose conduct is not in
line with our expectations. These results are incorporated into identified
employees’ performance reviews and compensation and promotion decisions.

The Firm’s clawback and cancellation provisions apply to deferred incentive
compensation and cover a broad scope of employee conduct, including any
act or omission (including with respect to direct supervisory responsibilities)
that constitutes a breach of obligation to the Firm or causes a restatement of
the Firm’s financial results, constitutes a violation of the Firm’s global risk
management principles, policies and standards, or causes a loss of revenue
associated with a position on which the employee was paid and the employee
operated outside of risk management policies.

Risk Limits Framework

Risk limits and quantitative metrics provide the basis for monitoring risk-taking
activity and avoiding outsized risk taking. Our risk-taking capacity is sized
through the Firm’s capital planning process where losses are estimated under
the Firm’s BHC Severely Adverse stress testing scenario. We also maintain a
comprehensive suite of risk limits and quantitative metrics to support and
implement our risk-appetite statement. Our risk limits support linkages between
the overall risk appetite, which is reviewed by the Board, and more granular
risk-taking decisions and activities.

Risk limits, once established, are reviewed and updated on an annual basis,
with more frequent updates as necessary. Board-level risk limits address the
most important Firmwide aggregations of risk. Additional risk limits approved
by the FRC address more specific types of risk and are bound by the higher-
level Board risk limits.
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Risk Management Process

In subsequent sections, we discuss our risk management policies and
procedures for our primary risks involved in the activities of our Institutional
Securities, Wealth Management and Investment Management business
segments. These sections and the estimated amounts of our risk exposure
generated by our statistical analyses are forward-looking statements.
However, the analyses used to assess such risks are not predictions of future
events, and actual results may vary significantly from such analyses due to
events in the markets in which we operate and certain other factors described
in the following paragraphs.

Market Risk

Market risk refers to the risk that a change in the level of one or more market
prices, rates, spreads, indices, volatilities, correlations or other market factors,
such as market liquidity, will result in losses for a position or portfolio.
Generally, we incur market risk as a result of trading, investing and client
facilitation activities, principally within the Institutional Securities business
segment where the substantial majority of our VaR for market risk exposures is
generated. In addition, we incur non-trading market risk, principally within the
Wealth Management and Investment Management business segments. The
Wealth Management business segment primarily incurs non-trading market
risk (including interest rate risk) from lending and deposit-taking activities.
The Investment Management business segment primarily incurs non-trading
market risk from capital investments in its funds.

Market risk also includes non-trading interest rate risk. Non-trading interest
rate risk in the banking book (amounts classified for regulatory capital
purposes under the banking book regime) refers to the exposure that a change
in interest rates will result in prospective eamings and fair value changes for
assets and liabilities in the banking book.

Sound market risk management is an integral part of our culture. The various
business units and trading desks are responsible for ensuring that market risk
exposures are well-managed and prudent. The Firm’s control functions help
ensure that these risks are measured and closely monitored and are made
transparent to senior management. The Market Risk Department is responsible
for ensuring the transparency of material market risks, monitoring compliance
with established limits and escalating risk concentrations to appropriate senior
management.

To execute these responsibilities, the Market Risk Department monitors our
risk against limits on aggregate risk exposures, performs a variety of risk
analyses, routinely reports risk summaries, and maintains our VaR and
scenario analysis systems. Market risk is also monitored through various
measures: by use of statistics (including VaR and related analytical measures),
by measures of position size and sensitivity, and through routine stress
testing, which measures the impact on the value of existing portfolios of
specified
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changes in market factors and scenarios designed by the Market Risk
Department in collaboration with the business units. The material risks
identified by these processes are summarized in reports produced by the
Market Risk Department that are circulated to and discussed with senior
management, the FRC, the BRC and the Board.

Trading Risks
Primary Market Risk Exposures and Market Risk Management

We have exposures to a wide range of risks related to interest rates and credit
spreads, equity prices, foreign exchange rates and commodity prices as well as
the associated implied volatilities, correlations and spreads of the global
markets in which we conduct our trading activities.

We are exposed to interest rate and credit spread risk as a result of our market-
making activities and other trading in interest rate-sensitive financial
instruments (i.e., risk arising from changes in the level or implied volatility of
interest rates, the timing of mortgage prepayments, the shape of the yield
curve and/or credit spreads). The activities from which those exposures arise
and the markets in which we are active include, but are not limited to:
derivatives, corporate and government debt across both developed and
emerging markets and asset-backed debt, including mortgage-related
securities.

We are exposed to equity price, correlation and implied volatility risk as a
result of making markets in equity securities and derivatives and maintaining
other positions, including positions in non-public entities. Positions in non-
public entities may include, but are not limited to, exposures to private equity,
venture capital, private partnerships, real estate funds and other funds. Such
positions are less liquid, have longer investment horizons and are more
difficult to hedge than listed equities.

We are exposed to foreign exchange rate, correlation and implied volatility risk
as a result of making markets in foreign currencies and foreign currency
derivatives, from maintaining foreign exchange positions and from holding
non-U.S. dollar-denominated financial instruments.

We are exposed to commodity price and implied volatility risk as a result of
market-making activities in commodity products related primarily to electricity,
natural gas, oil and precious metals. Commodity exposures are subject to
periods of high price volatility as a result of changes in supply and demand.
These changes can be caused by weather conditions, physical production and
transportation, or geopolitical and other events that affect the available supply
and level of demand for these commodities.

We manage our trading positions by employing a variety of risk-mitigation
strategies. These strategies include diversification of risk exposures and
hedging. Hedging activities consist of the purchase or sale of positions in
related
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securities and financial instruments, including a variety of derivative products
(e.g., futures, forwards, swaps and options). Hedging activities may not
always provide effective mitigation against trading losses due to differences in
the terms, specific characteristics or other basis risks that may exist between
the hedge instrument and the risk exposure that is being hedged.

We manage the market risk associated with our trading activities on a
Firmwide basis, on a worldwide trading division level and on an individual
product basis. We manage and monitor our market risk exposures in such a
way as to maintain a portfolio that we believe is well diversified in the
aggregate with respect to market risk factors and that reflects our aggregate
risk tolerance as established by our senior management.

Aggregate market risk limits have been approved for the Firm across all
divisions worldwide. Additional market risk limits are assigned to trading
desks and, as appropriate, products and regions. Trading division risk
managers, desk risk managers, traders and the Market Risk Department
monitor market risk measures against limits in accordance with policies set by
our senior management.

Value-at-Risk

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

We estimate VaR using a model based on a one-year equal-weighted historical
simulation for general market risk factors and name-specific risk in corporate
equities and related derivatives, and Monte Carlo simulation for name-specific
risk in bonds, loans and related derivatives. The model constructs a
distribution of hypothetical daily changes in the value of trading portfolios
based on historical observation of daily changes in key market indices or other
market risk factors, and information on the sensitivity of the portfolio values to
these market risk factor changes.

VaR for risk management purposes (“Management VaR”) is computed at a
95% level of confidence over a one-day time horizon, which is a useful
indicator of possible trading losses resulting fromadverse daily market moves.
The 95%/one-day VaR corresponds to the unrealized loss in portfolio value
that, based on historically observed market risk factor movements, would have
been exceeded with a frequency of 5%, or five times in every 100 trading days,
if the portfolio were held constant for one day.

Our VaR model generally takes into account linear and non-linear exposures to
equity and commodity price risk, interest rate risk, credit spread risk and
foreign exchange rates. The model also takes into account linear exposures to
implied volatility risks for all asset classes and non-linear exposures to implied
volatility risks for equity, commodity and foreign
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exchange referenced products. The VaR model also captures certain implied
correlation risks associated with portfolio credit derivatives, as well as certain
basis risks (e.g., corporate debt and related credit derivatives).

We use VaR as one of a range of risk management tools. Among their benefits,
VaR models permit estimation of a portfolio’s aggregate market risk exposure,
incorporating a range of varied market risks and portfolio assets. One key
element of the VaR model is that it reflects risk reduction due to portfolio
diversification or hedging activities. However, VaR has various limitations,
which include, but are not limited to: use of historical changes in market risk
factors, which may not be accurate predictors of future market conditions and
may not fully incorporate the risk of extreme market events that are outsized
relative to observed historical market behavior or reflect the historical
distribution of results beyond the 95% confidence interval; and reporting of
losses in a single day, which does not reflect the risk of positions that cannot
be liquidated or hedged in one day. A small proportion of market risk
generated by trading positions is not included in VaR.

The modeling of the risk characteristics of some positions relies on
approximations that, under certain circumstances, could produce significantly
different results from those produced using more precise measures. VaR is
most appropriate as a risk measure for trading positions in liquid financial
markets and will understate the risk associated with severe events, such as
periods of extreme illiquidity. We are aware of these and other limitations and,
therefore, use VaR as only one component in our risk management oversight
process. This process also incorporates stress testing and scenario analyses
and extensive risk monitoring, analysis and control at the trading desk,
division and Firmlevels.

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

Since the reported VaR statistics are estimates based on historical data, VaR
should not be viewed as predictive of our future revenues or financial
performance or of our ability to monitor and manage risk. There can be no
assurance that our actual losses on a particular day will not exceed the VaR
amounts indicated in the following tables or that such losses will not occur
more than five times in 100 trading days for a 95%/one-day VaR. VaR does not
predict the magnitude of losses that, should they occur, may be significantly
greater than the VaR amount.
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VaR statistics are not readily comparable across firms because of differences
in the firms’ portfolios, modeling assumptions and methodologies. These
differences can result in materially different VaR estimates across firms for
similar portfolios. The impact of such differences varies depending on the
factor history assumptions, the frequency with which the factor history is
updated and the confidence level. As a result, VaR statistics are more useful
when interpreted as indicators of trends in a firm’s risk profile rather than as an
absolute measure of risk to be compared across firms.

Our regulators have approved the same VaR model we use for risk
management purposes for use in regulatory calculations.

The portfolio of positions used for Management VaR differs from that used for
Regulatory VaR. Management VaR contains certain positions that are
excluded from Regulatory VaR.

95%/One-Day Management VaR

2024
Period
Sinnillions End Average Hight Low
Interest rate and credit spread $ 23 3 31 s 52 ¢ 19
Equity price 21 23 39 17
Foreign exchange rate 10 10 15 6
Commodity price 18 15 23 10
Less: Diversification benefit2 37) (37) N/A N/A
Primary Risk Categories $ 35 $ 42 g 5 § 32
Credit Portfolio 20 24 26 20
Less: Diversification benefit2 (16) (17) N/A N/A
Total Management VaR $ 39 $ 49 3 66 $ 39
2023
Period

$innillions End Average Hight Low!
Interest rate and credit spread $ 2 $ ) 43 % 27
Equity price 19 24 38 15
Foreign exchange rate 6 9 18 5
Commodity price 1 17 35 10
Less: Diversification benefit? 27) (40) N/A N/A
Primary Risk Categories $ 338 $ 4 % 60 $ 33
Credit Portfolio 25 21 25 18
Less: Diversification benefit? (22) (15) N/A N/A
Total Management VaR $ 41°$ 5 $ 2% 4

1. The high and low VaR values for the Total Management VaR and each of the com VaRs
might e occurred on different days during the quarter, and, therefore, the diversification
benefit is not an applicable measure.

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

Average Total Management VaR and average Management VaR for the
Primary Risk Categories decreased from 2023, primarily driven by lower market
volatility.

Distribution of VaR Statistics and Net Revenues

We evaluate the reasonableness of our VaR model by comparing the potential
declines in portfolio values generated by the model with corresponding actual
trading results for the Firm, as well as individual business units. For days
where losses exceed the VaR statistic, we examine the drivers of
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trading losses to evaluate the VaR model’s accuracy. There were 11 trading
loss days in 2024, none of which exceeded 95% Total Management VaR,
compared to 16 trading loss days in 2023, one of which exceeded 95% Total
Management VaR.

Daily 95%/One-Day Total Management VaR for 2024
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Daily net trading revenues include profits and losses from Interest rate and
credit spread, Equity price, Foreign exchange rate, Commodity price, and
Credit Portfolio positions and intraday trading activities for our trading
businesses. Certain items such as fees, commissions, net interest income and
counterparty default risk are excluded from daily net trading revenues and the
VaR model. Revenues required for Regulatory VaR backtesting further exclude
intraday trading.

Non-Trading Risks

We believe that sensitivity analysis is an appropriate representation of our
non-trading risks. The following
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sensitivity analyses cover substantially all of the non-trading market risk in
our portfolio.

Credit Spread Risk Sensitivity'
A At
December 31, December 31,
$innillions 2024 2023
Derivatives $ 6 $ 6
Borrowings carried at fair value 49 48

1. Amounts represent the potential gain for each 1 bps widening of our credit spread.

The Wealth Management business segment reflects a substantial portion of
our non-trading interest rate risk. Net interest income in the Wealth
Management business segment primarily consists of interest income earned
on non-trading assets held, including loans and investment securities, as well
as margin and other lending on non-bank entities and interest expense
incurred on non-trading labilities, primarily deposits.

Wealth Management Net Interest Income Sensitivity Analysis’

A At
December 31, December 31,

Sinnillions 2024 2023

Basis point change

+200 $ 699 $ 1,127
+100 350 585
-100 @n) (609)
200 (803) (1,255)

1. The prior period has been revised to conform to the current period presentation.

The previous table presents an analysis of selected instantaneous upward and
downward parallel interest rate shocks (subject to a floor of zero percent in the
downward scenario) on net interest income over the next 12 months for our
Wealth Management business segment. These shocks are applied to our 12-
month forecast for our Wealth Management business segment, which
incorporates market expectations of interest rates and our forecasted balance
sheet and business activity. The forecast includes modeled prepayment
behavior, reinvestment of net cash flows from maturing assets and liabilities,
and deposit pricing sensitivity to interest rates. These key assumptions are
updated periodically based on historical data and future expectations.

We do not manage to any single rate scenario but rather manage net interest
income in our Wealth Management business segment across a range of
possible outcomes, including non-parallel rate change scenarios. The
sensitivity analysis assumes that we take no action in response to these
scenarios, assumes there are no changes in other macroeconomic variables
normally correlated with changes in interest rates and includes subjective
assumptions regarding customer and market re-pricing behavior and other
factors.

Our Wealth Management business segment balance sheet is asset sensitive,
given assets reprice faster than liabilities, resulting in higher net interest
income in higher interest rate scenarios and lower net interest income in lower
interest rate scenarios. The level of interest rates may impact the amount of
deposits held at the Firm, given competition for deposits
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from other institutions and alternative cash-equivalent products available to
depositors. Further, the level of interest rates could also impact client demand
for loans. Net interest income sensitivity to interest rates at December 31, 2024
decreased from December 31, 2023, primarily driven by the effects of changes
in the mix of our assets and liabilities and changes in market rates.

Investments Sensitivity, Including Related Carried Interest
Loss from 10% Decline

A At
December 31, December 31,

Sinnillions 2024 2023
Investments related to Investment

Management activities $ 5711 $ 481
Other investments:

MUMSS 122 134

Other Firm investments 463 399

We have exposure to public and private companies through direct
investments, as well as through funds that invest in these assets. These
investments are predominantly equity positions with long investment
horizons, a portion of which is for business facilitation purposes. The market
risk related to these investments is measured by estimating the potential
reduction in net revenues associated with a reasonably possible 10% decline
in investment values and related impact on performance-based income, as
applicable. Investment sensitivity changed between December 31, 2024 and
December 31, 2023 primarily due to new investments in the Community
Reinvestment Act affordable housing and new private credit funds in
Investment Management.

Asset Management Revenue Sensitivity

Certain asset management revenues in the Wealth Management and
Investment Management business segments are derived from management
fees, which are based on fee-based client assets in Wealth Management or
AUM in Investment Management (together, “client holdings”). The assets
underlying client holdings are primarily composed of equity, fixed income and
alternative investments and are sensitive to changes in related markets. These
revenues depend on nmultiple factors including, but not limited to, the level and
duration of a market increase or decline, price volatility, the geographic and
industry mix of client assets, and client behavior such as the rate and
magnitude of client investments and redemptions. Therefore, overall revenues
may not correlate completely with changes in the related markets.

Credit Risk
Credit risk refers to the risk of loss arising when a borrower, counterparty or
issuer does not meet its financial obligations to us. We are primarily exposed

to credit risk from institutions and individuals through our Institutional
Securities and Wealth Management business segments.
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We incur credit risk in our Institutional Securities business segment through a
variety of activities, including, but not limited to, the following:

.

extending credit to clients through loans and lending commitments;

entering into swap or other derivative contracts under which counterparties

may have obligations to make payments to us;

acting as clearing broker for listed and over-the-counter derivatives whereby

we guarantee client performance to clearinghouses;

providing short- or long-term funding that is secured by physical or

financial collateral, including, but not limited to, real estate and marketable

securities, whose value may at times be insufficient to fully cover the

repayment amount;

« posting margin and/or collateral to clearinghouses, clearing agencies,
exchanges, banks, securities firms and other financial counterparties;

« placing funds on deposit at other financial institutions to support our
clearing and settlement obligations; and

* investing or trading in securities and loan pools, whereby the value of these

assets may fluctuate based on realized or expected defaults on the

underlying obligations or loans.

We incur credit risk in our Wealth Management business segment, primarily
through lending to individuals and entities, including, but not limited to, the
following:

.

margin loans collateralized by securities;

securities-based lending and other forms of secured loans, including tailored
lending to ultra-high net worth clients, that are in most cases secured by
various types of collateral, including marketable securities, private
investments, commercial real estate and other financial assets;

single-family residential mortgage loans in conforming, non-conforming or
HELOC form, primarily to existing Wealth Management clients; and
employee loans granted primarily to recruit certain Wealth Management
representatives.

Monitoring and Control

The Credit Risk Management Department (“CRM”) establishes Firmwide
practices to evaluate, monitor and control credit risk at the transaction, obligor
and portfolio levels. The CRM approves extensions of credit, evaluates the
creditworthiness of the counterparties and borrowers on a regular basis, and
helps ensure that credit exposure is actively monitored and managed. The
evaluation of counterparties and borrowers includes an assessment of the
probability that an obligor will default on its financial obligations and any
losses that may occur when an obligor defaults. In addition, credit risk
exposure is actively managed by credit professionals and committees within
the CRM and through various risk committees, whose membership includes
individuals from the CRM. A comprehensive and global Credit Limits
Framework is utilized to manage credit risk levels across the Firm. The Credit
Limits Framework is calibrated within our risk
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tolerance and includes single-name limits and portfolio concentration limits by
country, industry and product type.

The CRM helps ensure timely and transparent communication of material
credit risks, compliance with established limits and escalation of risk
concentrations to appropriate senior management. The CRM also works
closely with the Market Risk Department and applicable business units to
monitor risk exposures and to perform stress tests to identify, analyze and
control credit risk concentrations arising from lending and trading activities.
The stress tests shock market factors (e.g., interest rates, commodity prices,
credit spreads), risk parameters (e.g., probability of default and loss given
default), recovery rates and expected losses in order to assess the impact of
stresses on exposures, profit and loss, and our capital position. Stress tests
are conducted in accordance with our established policies and procedures.

Credit Evaluation

The evaluation of corporate and institutional counterparties and borrowers
includes assigning credit ratings, which reflect an assessment of an obligor’s
probability of default and loss given default. Credit evaluations typically
involve the assessment of financial statements; leverage; liquidity; capital
strength; asset composition and quality; market capitalization; access to
capital markets; adequacy of collateral, if applicable; and, in the case of certain
loans, cash flow projections and debt service requirements. The CRM also
evaluates strategy, market position, industry dynamics, exposure to changes
in international trade policies and supply chain constraints, management and
other factors such as country risks and legal and contingent risks that could
affect the obligor’s risk profile. Additionally, the CRM evaluates the relative
position of our exposure in the borrower’s capital structure and relative
recovery prospects, as well as other structural elements of the particular
transaction. The underwriting of commercial real estate loans includes, but is
not limited to, review of the property type, LTV ratio, occupancy levels, debt
service ratio, prevailing capitalization rates and market dynamics.

The evaluation of consumer borrowers is tailored to the specific type of
lending. Securities-based loans are evaluated based on factors that include,
but are not limited to, the amount of the loan and the amount, quality,
diversification, price volatility and liquidity of the collateral. The underwriting
of residential real estate loans includes, but is not limited to, review of the
obligor’s debt-to-income ratio, net worth, liquidity, collateral, LTV ratio and
industry standard credit-scoring models (e.g., FICO scores). Subsequent credit
monitoring for individual loans is performed at the portfolio level, and
collateral values are monitored on an ongoing basis.

Credit risk metrics assigned to our borrowers during the evaluation process
are incorporated into the CRM maintenance of the allowance for credit losses.
Such allowance serves as a reserve for expected inherent losses, as well as
expected losses related to loans identified as impaired.
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For more information on the allowance for credit losses, see Notes 2 and 9 to
the financial statements.

Risk Mitigation

We may seek to mitigate credit risk from our lending and trading activities in
multiple ways, including collateral provisions, guarantees and hedges. At the
transaction level, we seek to mitigate risk through management of key risk
elements such as size, tenor, financial covenants, seniority and collateral. We
actively hedge our lending and derivatives exposures. Hedging activities
consist of the purchase, sale or transfer of positions in related securities and
financial instruments, including a variety of derivative products (e.g., futures,
forwards, swaps and options). Additionally, we may sell, assign or syndicate
loans and lending commitments to other financial institutions in the primary
and secondary loan markets.

In connection with our derivatives trading activities, we generally enter into
master netting agreements and collateral arrangements with counterparties.
These agreements provide us with the ability to demand collateral, as well as
to liquidate collateral and offset receivables and payables covered under the
same master agreement in the event of a counterparty default. A collateral
management group monitors collateral levels against requirements and
oversees the administration of the collateral function. See Note 8 to the
financial statements for additional information about our collateralized
transactions.

Loans and Lending Commitments
At December 31, 2024

$innillions HFI HFS FVO' Total
Institutional Securities:

Corporate $ 6,889 $ 9,183 $ —$ 16,072

Secured lending facilities 48,842 2,507 — 51,349

Commercial and Residential real estate 8,412 628 2,420 11,460

Securities-based lending and Other 2,876 — 6,041 8,917
Total Institutional Securities 67,019 12,318 8,461 87,798
Wealth Management:

Residential real estate 66,738 — — 66,738

Securities-based lending and Other 93,139 1 — 93,140
Total Wealth Management 159,877 1 — 159,878
Total Investment Management? 4 — 200 204
Total loans 226,900 12,319 8,661 247,880
AL (1,066) (1,066)
Total loans, net of ACL $ 225834 $§ 12,319 § 8,661 $ 246,814
Lending commitments? $ 148818 $§ 26,955 $ 758 $ 176,531
Total exposure $ 374652 $ 39,274 $ 9,419 $ 423,345
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At December 31, 2023
Sinnillians HFI HFS FVO Total

Morgan Stanley

Allowance for Credit Losses—Loans and Lending Commitments

Institutional Securities: $innillions 2024
Corporate $ 6758 $ 11,862 $ —$ 18620 ACL—Loans
Secured lending facilities 39,498 3,161 — 42,659 Beginning balance $ 1,169
Commercial and Residential real estate 8,678 209 3,331 12,218 Gross charge-offs (242)
Securities-based lending and Other 2,818 — 4,402 7,20 Recoveries 7
Total Institutional Securities 57,752 15,232 7,733 80,717 Net (charge-of fs)/recoveries (235)
Wealth Management: Provision for credit losses 146
Residential real estate 60,375 2 — 60,397 Other (14)
Securities-based lending and Other 86,423 1 — 86,424 Ending balance $ 1,066
Total Wealth Management 146,798 23 — 146,821 ACL—Lending commitments
Total Investment Management? 4 — 455 459 Beginning balance $ 551
Total loans 204,554 15,255 8,183 227,997 Provision for credit losses 118
ACL (1,169) (1,169) COther (13)
Total loans, net of ACL $ 20338 $ 15255 $ 8188 $§ 226,828 Ending balance $ 656
Lending commitments® $ 128134 $ 21329 $ 510 $ 149,973 Total ending balance $ 1,722
Total exposure $ 3519% 36584 % 8698 $ 376801
Total exposure—consists of Total loans, net of ACL, and Lending commitments Provision for Credit Losses by Business Segment
1. FVOincludes the fair value of certain unfunded lending commitments.
2. Investment MVal business segment loans are related to certain of our activities as an Year Ended December 31, 2024
investment adviser and ma . Loans held at fair value are the result of the consolidation of $in nillions IS WM Total
investment vehicles (including CLOs) managed by Investment Management, composed
Egr%an'ly of senior secured loans to corporations. Loans $ 81 $ 65 $ 146
3. ing commitments represent the notional amount of legally binding obligations to provide Lending commitments 121 3) 118
funding to clients for lending transactions. Since commitments  associated with these business Total $ 202 62 $ 264

activities may expire unused or not be utilized to full capacity, they do not necessarily
reflect the actual future cash funding requirements.

We provide loans and lending commitments to a variety of customers,
including large corporate and institutional clients, as well as high to ultra-high
net worth individuals. In addition, we purchase loans in the secondary market.
Loans and lending commitments are either held for investment, held for sale or
carried at fair value. For more information on these loan classifications, see
Note 2 to the financial statements.

In 2024, total loans and lending commitments increased by approximately $47
billion, primarily due to an increase in Corporate lending commitments and
Secured lending facilities within the Institutional Securities business segment,
and growth across portfolios within the Wealth Management business
segment.

See Notes 4, 5,9 and 14 to the financial statements for further information.
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Credit exposure arising from our loans and lending commitments is measured
in accordance with our internal risk management standards. Risk factors
considered in determining the allowance for credit losses for loans and lending
commitments include the borrower’s financial strength, industry, facility
structure, LTV ratio, debt service ratio, collateral and covenants. Qualitative
and environmental factors such as economic and business conditions, nature
and volume of the portfolio and lending terms, and volume and severity of
past due loans may also be considered.

The allowance for credit losses for loans and lending commitments was
relatively unchanged since December 31, 2023, reflecting provisions for certain
specific commercial real estate loans and growth in the corporate loan
portfolio, offset by charge-offs related to commercial real estate lending,
mainly in the office sector, and improvements in the macroeconomic outlook.

The base scenario used in our ACL models as of December 31, 2024 was
generated using a combination of consensus economic forecasts, forward
rates, and intemnally developed and validated models. This scenario assumes
continued economic growth as well as lower interest rates relative to the prior
year forecast. The ACL calculation incorporates key macroeconomic variables,
including U.S. real GDP growth rate. The significance of key macroeconomic
variables on the ACL calculation varies depending on portfolio composition
and economic conditions.

Forecasted U.S. Real GDP Growth Rates in Base Scenario

4Q 2025 4Q 2026

Year-over-year growth rate 1.99 219
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Other key macroeconomic variables used in the ACL calculation include
corporate credit spreads, interest rates and commercial real estate indices. See
Note 2 to the financial statements for a discussion of the Firm’s ACL
methodology under CECL.

Status of Loans Held for Investment

At December 31, 2024 At December 31, 2023

IS WM IS WM
Accrual 99.2 9, 99.7 % 98.9 % 9.8 %
Nonaccrual' 0.8% 0.3% 11% 0.2%

1. Nonaccrual loans are loans where principal or interest is not expected when contractually due or
are past due 90 day's or more.

Net Charge-off Ratios for Loans Held for Investment
Secured

Lending Residential  SBL and
Sinnillians Corporate  Facilities CRE Real Estate Other Total
2024
'\lrea(ti(c:)1 f 0.57 % 0.03 % 1.87 % — % 0.03 % 0.11 %
Averageloans $ 6,895 $ 43,158 $ 8620 $ 63,204 $ 91,221 $ 213,098
2023
'\lreatti(c:)1 f 0.47 % —% 1.50 % —% —% 0.08 %
Averageloans $ 7,062 $ 37,702 $ 8590 $ 57,177 $ 91,126 $ 201,657
2022
Net cl

harge-of f
ratio ' (0.09)% 001% 0.09% —% 0.02 % 0.01 %
Averageloans $ 6544 $ 33172 $ 8234 $ 49937 §$ 93427 $ 191,314
CRE—Commercial real estate
SBL—Securities-based lending

1. Net chai f ratio represents gross charge-offs net of recoveries divided by total average
loans held for investment before ACL.

Institutional Securities Loans and Lending Commitments*
At December 31, 2024

Contractual Years to Maturity

Sinnillions <1 1-5 515 >15 Total
Loans
AA $ 3$ 575 $ 187 $ —$ 765
A 894 588 164 — 1,646
BBB 5,165 13,185 91 124 18,565
BB 11,235 24,467 2,592 358 38,652
Cther NIG 8,520 12,776 1,673 145 23,114
Unratec? 227 1,176 420 2,503 4,326
Total loans, net of ACL 26,044 52,767 5,127 3,130 87,068
Lending commitments
APA — 75 — — 75
AA 2,560 4,285 88 — 6,933
A 8,226 21,372 1,091 — 30,689
BBB 10,135 54,752 1,507 146 66,540
BB 3,174 23,239 3,062 941 30,416
Other NIG 1,074 17,436 3,956 2 22,468
Unrated? 14 93 33 — 140
Total lending

commitments 25,183 121,252 9,737 1,089 157,261
Total exposure $ 51,227 $ 174,019 $ 14,864 $ 4,219 $§ 244,329
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At December 31, 2023
Contractual Years to Maturity

$innillions <1 1-5 515 >15 Total
Loans
AA $ 3$ 1$ 216 $ —$ 230
A 1,054 950 182 — 2,186
BBB 7117 10,076 346 — 17,539
BB 11,723 16,367 1,775 277 30,142
Other NIG 9,586 12,961 2,924 156 25,627
Unratec? M 1,036 62 2910 4,119
Total loans, net of ACL 29,594 41,401 5,505 3,343 79,843
Lending commitments
AAA — 50 — — 50
AA 2,610 3,064 154 — 5,828
A 7,704 21,256 593 — 29,553
BBB 9,161 46,304 106 — 55,571
BB 4,069 16,431 1,594 414 22,508
Other NIG 1,916 13,842 1,077 3 16,838
Unratec? 6 7 — — 13
Total lending

commitments 25,466 100,954 3,524 417 130,361
Total exposure $ 55060 $ 142355 % 9029$% 3760 $ 210,204

NIG-Non-investment grade

1. Counterparty credit ratings are intemally determined by the CRM

2. Unrated loans and lending commitments are primarily trading positions that are measured at fair
value and risk-managed as a component of market risk. For a further discussion of our market
risk, see “Quantitative and Qualitative Disclosures about Risk—\Varket Risk” herein.

Institutional Securities Loans and Lending Commitments by Industry

A At
December 31, December 31,

Sinnillions 2024 2023

Financials $ 68,512 $ 57,804
Real estate 40,041 35,342
Communications services 20,425 15,301
Industrials 20,024 18,056
Information technology 15,666 12,430
Healthcare 15,455 14,274
Consumer discretionary 14,699 12,190
Consumer staples 12,098 9,305
Utilities 11,755 11,522
Energy 9,036 9,156
Meterials 7,378 6,503
Insurance 6,812 6,486
Other 2,428 1,835
Total exposure $ 244,329 $ 210,204

Institutional Securities Lending Activities

The Institutional Securities business segment lending activities include
Corporate, Secured lending facilities, Commercial and Residential real estate,
and Securities-based lending and Other. As of December 31, 2024 and
December 31, 2023, over 90% of our total lending exposure, which consists of
loans and lending commitments, was investment grade and/or secured by
collateral.

Corporate comprises relationship and event-driven loans and lending
commitments supporting general and event-driven financing needs for our
institutional clients, which typically consist of revolving lines of credit, term
loans and bridge loans; may have varying terms; may be senior or
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subordinated; may be secured or unsecured; are generally contingent upon
representations, warranties and contractual conditions applicable to the
borrower; and may be syndicated, traded or hedged. Relationship loans and
lending commitments are extended to select institutional clients, primarily for
general corporate purposes and generally with the intent to hold for the
foreseeable future. Event-driven loans and lending commitments are extended
in connection with specific client transactions and are explained in further
detail in “Institutional Securities Event-Driven Loans and Lending
Commitments” herein.

Secured lending facilities include loans provided to clients, which are
collateralized by various assets, including residential and commercial real
estate mortgage loans, investor commitments for capital calls, corporate loans
and other assets. These facilities generally provide for overcollateralization.
Credit risk with respect to these loans and lending commitments arises from
the failure of a borrower to perform according to the terms of the loan
agreement and/or a decline in the underlying collateral value. The Firm
monitors collateral levels against the requirements of lending agreements. See
Note 15 to the financial statements for information about our securitization
activities.

Commercial real estate loans are primarily senior, secured by underlying real
estate and are typically in term loan form. In addition, as part of certain of its
trading and securitization activities, Institutional Securities may also hold
residential real estate loans.

Securities-based lending and Other includes financing extended to sales and
trading customers and corporate loans purchased in the secondary market.

Institutional Securities Event-Driven Loans and Lending Commitments
At December 31, 2024

Contractual Years to Maturity
Sinnillions <1 15 515 Total
Loans, net of ACL $ 2,253 § 2,839 $ 733 §$ 5,825
Lending commitments 5,153 2,152 2,918 10,223
Total exposure $ 7,406 $ 4,991 $ 3,651 $ 16,048

At December 31, 2023

Contractual Years to Maturity
Sinnillians <1 1-5 515 Total
Loans, net of ACL $ 1,974 $ 2,564 $ 2,580 $ 7,118
Lending commitments 3,564 685 549 4,798
Total exposure $ 5538 $ 3,249 $ 3129 $ 11,916

Event-driven loans and lending commitments are associated with certain
underwritings and/or syndications to finance a specific transaction, such as
merger, acquisition, recapitalization or project finance activities. Balances may
fluctuate as such lending is related to transactions that vary in timing and size
fromperiod to period.
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Institutional Securities Loans and Lending Commitments Held for
Investment
At December 31, 2024
Lending
$innillions Loans Commitments Total
Corporate $ 6,889 $ 105,824 $ 112,713
Secured lending facilities 48,842 20,971 69,813
Commercial real estate 8,412 1,249 9,661
Securities-based lending and Other 2,876 1,504 4,380
Total, before ACL $ 67,019 $ 129,548 $ 196,567
ACL $ (730) $ (640) $ (1,370)
At December 31, 2023
Lending
Sinnillions Loans Commitments Total
Corporate $ 6,758 $ 91,752 $ 98,510
Secured lending facilities 39,498 15,589 55,087
Commercial real estate 8,678 266 8,944
Securities-based lending and Other 2,818 915 3,733
Total, before ACL $ 57,752 $ 108,522 $ 166,274
ACL $ (874)$ (533) $ (1,407)

Institutional Securities Commercial Real Estate Loans and Lending
Commitments

By Region

At December 31, 2024 At December 31, 2023
Sinnillions Loans' LC! Total Loans' LC Total
Americas $ 5,066 $ 820 $ 5886 $ 5410 $ 289 $ 5,699
EMEA 3,806 522 4,328 3,127 56 3,183
Asia 467 13 430 485 — 485
Total $ 9339 $ 1,355 % 10694 § 9,022 $ 345 $ 9,367
By Property Type

A December 31, 2024 At December 31, 2023

$innillions Loans' LC Total Loans' LC! Total
Office $ 2846 $ 109 $ 2,955 $ 3310 186 $ 3,49%
Industrial 2,610 125 2,735 2,435 5 2,440
Multif amily 2,042 80 2,122 1,715 74 1,789
Retail 1,105 a7 2,076 842 7 849
Hotel 736 70 806 718 73 791
Other — — — 2 — 2
Total $ 9,339 § 1,355 § 10,694 $ 9,022 $ 345 $ 9,367
LC-Lending Commitmen

ts
:ét A&m/_t\,letl_s include HFI, HFS and FVO loans and lending commitments. HFI loans are presented

The current economic environment and changes in business and consumer
behavior have adversely impacted commercial real estate borrowers due to
pressure from higher interest rates, tenant lease renewals, and elevated
refinancing risks for loans with near-term maturities, among other issues.
While we continue to actively monitor all our loan portfolios, the commercial
real estate sector remains under heightened focus given the sector’s
sensitivity to economic and secular factors, credit conditions, and difficulties
specific to certain property types, most notably office.

As of December 31, 2024 and December 31, 2023, our lending against
commercial real estate (“CRE”) properties within the Institutional Securities
business segment totaled $10.7 billion and $9.4 billion, respectively. This
represents
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4.4% and 4.5%, respectively, of total exposure reflected in the Institutional
Securities Loans and Lending Commitments table above. Those CRE loans are
originated for experienced sponsors and are generally secured by specific
institutional CRE properties. In many cases, loans are subsequently
syndicated or securitized on a full or partial basis, reducing our ongoing
exposure.

In addition to the amounts included in the table above, we provide certain
secured lending facilities which are typically collateralized by pooled CRE
mortgage loans and are included in Secured lending facilities in the
Institutional Securities Loans and Lending Commitments Held for Investment
table above. These secured lending facilities benefit from structural
protections including cross-collateralization and diversification across

property types.
Institutional Securities Allowance for Credit Losses—Loans and Lending

Commitments
Year Ended December 31, 2024

Secured
Lending SBL and
Sinnillians Corporate Facilities CRE Other Total
ACL—Loans
Beginning balance $ 241 $ 153 $ 463 $ 179 874
Gross charge-offs (39) (11) (165) — (215)
Recoveries — — 4 1 5
Net (charge-offs)/recoveries (39) (11) (161) 1 (210)
Provision (release) 2 1 7 1 81
Other (4) @3) (6) () (15)
Ending balance $ 200 $ 140 $ 373 $ 17 $ 730
ACL—Lending commitments
Beginning balance $ 431 8 70 $ 2% $ 6% 533
Provision (release) 86 19 16 — 121
Other (10) (1) @ (1) (14)
Ending balance $ 507 $ 88 $ 40 5 8% 640
Total ending balance $ 707 $ 228 $ 413 $ 2 $ 1,370

Institutional Securities HFl Loans—Ratios of Allowance for Credit Losses to
Balance before Allowance

A At
December 31, December 31,
2024 2023
Corporate 29% 3.6%
Secured lending facilities 0.3 % 0.4 %
Commercial real estate 4.4% 53%
Securities-based lending and Other 0.6 % 0.6 %
Total Institutional Securities loans 11% 1.5%
Wealth Management Loans and Lending Commitments
At December 31, 2024
Contractual Years to Maturity

Sinnillians <1 15 515 >15 Total
Securities-based lending and

Other 82,788 § 8,944 § 1,024 § 145 ¢ 92,901
Residential real estate 1 1M1 1,106 65,423 66,641
Total loans, net of ACL $ 82789 §$ 9,055 § 2130 $§ 65568 $ 159,542
Lending commitments 16,318 2,523 43 386 19,270
Total exposure $ 99107 $ 11,578 § 2,173 § 65,954 $ 178,812
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At December 31, 2023

Contractual Years to Maturity
Sinnillions <1 15 515 >15 Total
Sllesbasedlendrgand ¢ ooms 76708 14948 133§ 86229
Residential real estate 1 N 1,255 58,950 60,297
Total loans, net of ACL $ 76924 $ 7770 $ 2749 $ 59,083 $ 146,526
Lending commitments 16,312 2,937 19 344 19,612
Total exposure $ 93236$ 10707 $ 2768 $ 59427 $§ 166,138

The principal Wealth Management business segment lending activities
include Securities-based lending and Residential real estate loans.

Securities-based lending allows clients to borrow money against the value of
qualifying securities, generally for any purpose other than purchasing, trading
or carrying securities or refinancing margin debt. We establish approved credit
lines against qualifying securities and monitor limits daily and, pursuant to
such guidelines, require customers to deposit additional collateral, or reduce
debt positions, when necessary. These credit lines are primarily uncommitted
loan facilities, as we reserve the right not to make any advances or may
terminate these credit lines at any time. Factors considered in the review of
these loans include, but are not limited to, the loan amount, the client’s credit
profile, the degree of leverage, collateral diversification, price volatility and
liquidity of the collateral. Other loans primarily include tailored lending, which
typically consist of bespoke lending arrangements provided to ultra-high net
worth clients. Securities-based lending and Other loans are generally secured
by various types of eligible collateral, including marketable securities, private
investments, commercial real estate and other financial assets.

Residential real estate loans consist of first- and second-lien mortgages,
including HELOCs. Our underwriting policy is designed to ensure that all
borrowers pass an assessment of capacity and willingness to pay, which
includes an analysis utilizing industry standard credit scoring models (e.g.,
FICO scores), debt-to-income ratios and assets of the borrower. Mortgage
borrowers are required to maintain adequate insurance in accordance with loan
terms. LTV ratios are determined based on independent third-party property
appraisals and valuations, and security lien positions are established through
title and ownership reports. The vast majority of mortgage loans, including
HELOCs, are held for investment in the Wealth Management business
segment’s loan portfolio.
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Wealth Management Commercial Real Estate Loans and Lending
Commitments by Property Type

At December 31, 2024 At December 31, 2023
Sinnillians Loans' LC Total Loans' LC Total
Retail $ 2203 $ —$ 2293 § 2,180 $ 38 2,183
Muitif amily 1,928 261 2,189 1,891 159 2,050
Office 1,951 1 1,962 1,736 16 1,752
Industrial 456 — 456 454 — 454
Hotel 442 - 442 400 — 400
Other 309 — 309 253 — 253
Total $ 73798 2712$ 7651 $ 6914 $ 178 $ 7,002
LCLending Commitments

1. Amounts include HFI loans and lending commitments. HFI loans are presented net of ACL.

As of December 31, 2024 and December 31, 2023, our direct lending against
CRE properties totaled $7.7 billion and $7.1 billion, respectively, within the
Wealth Management business segment. This represents 4.3% and 4.3%,
respectively, of total exposure reflected in the Wealth Management Loans and
Lending Commitments table above, primarily included within Securities-based
lending and Other loans. Such loans are originated through our private
banking platform, are both secured and generally benefiting from full or partial
guarantees from high or ultra-high net worth clients, which partially reduce
associated credit risk. At both December 31, 2024 and December 31, 2023,
greater than 95% of the CRE loans balance in the Wealth Management
business segment received guarantees. During 2024, there were charge-offs of
Wealth Management commercial real estate loans of $25 million, mainly in the
office sector. All of our lending against CRE properties within Wealth
Management are in the Americas region.

Wealth Management Allowance for Credit Losses—Loans and Lending
Commitments
Year Ended December 31, 2024

Residential Real
Sinnillians Estate SBL and Other Total
ACL—Loans
Beginning balance $ 100 $ 195 $ 295
Gross charge-offs — (27) 27
Recoveries — 2 2
Net (charge-offs)/recoveries — (25) (25)
Provision (release) 3) 68 65
Other — 1 1
Ending balance $ 97 $ 239 § 336
ACL—Lending commitments
Beginning balance $ 4% 14°$ 18
Provision (release) — 3) (3)
Other — 1 1
Ending balance $ 4 $ 12 § 16
Total ending balance $ 101 $ 251 $ 352

As of December 31, 2024 and December 31, 2023, more than 75% of Wealth
Management residential real estate loans were to borrowers with “Exceptional”
or “Very Good” FICO scores (ie., exceeding 740). Additionally, Wealth
Management’s securities-based lending portfolio remains well-collateralized
and subject to daily client margining,
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which includes requiring customers to deposit additional collateral or reduce
debt positions, when necessary.

Customer and Other Receivables

Margin and Other Lending
A At
December 31, December 31,
Sinnillions 2024 2023
Institutional Securities $ 27,612 $ 24,208
Wealth Management 28,270 21,436
Total $ 55,882 $ 45,644

The Institutional Securities and Wealth Management business segments
provide margin lending arrangements that allow customers to borrow against
the value of qualifying securities, primarily for the purpose of purchasing
additional securities, as well as to collateralize short positions. Institutional
Securities primarily includes margin loans in the Equity Financing business.
Wealth Management includes margin loans as well as non-purpose securities-
based lending on non-bank entities. Amounts may fluctuate from period to
period as overall client balances change as a result of market levels, client
positioning and leverage.

Credit exposures arising from margin lending activities are generally mitigated
by their short-term nature, the value of collateral held and our right to call for
additional margin when collateral values decline. However, we could incur
losses in the event that the customer fails to meet margin calls and collateral
values decline below the loan amount. This risk is elevated in loans backed by
collateral pools with significant concentrations in individual issuers or
securities with similar risk characteristics. For a further discussion, see “Risk
Factors—Credit Risk” herein.

Employee Loans

For information on employee loans and related ACL, see Note 9 to the
financial statements.
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Derivatives

Fair Value of OTC Derivative Assets
At December 31, 2024

Counterparty Credit Rating'

$ in nillions AAA AA A BBB NIG Total
Less than 1 year $ 1,711 $ 17625 $ 50,643 $ 22,643 $ 9,793 $ 102,415
1-3 years 541 6,249 19,068 10,248 6,095 42,201
35years 973 7,308 9,821 5,631 3,750 27,483
Over 5 years 3,330 25,406 49,469 28,206 6,398 112,809
Total, gross $ 6,555 $ 56,588 $ 129,001 $ 66,728 $ 26,036 $ 284,908
Counterparty netting (3,320) (44,604) (98,598) (47,132) (14,691) (208,345)
Cash and securities

collateral (2,559) (10,632) (25,568) (13,729)  (5,558)  (58,046)
Total, net $ 676 $ 1352 $ 4,835 $ 5867 $ 5787 $ 18,517

At December 31, 2023
Counterparty Credit Rating'

$ in nillions AAA AA A BBB NIG Total
Less than 1 year $ 2013 % 1685 % 37517 $ 25520 § 10084 § 92,028
1-3years 1,013 7,274 18,451 12,757 7,360 46,855
3-5years 504 8,897 8,814 5,989 3,825 28,029
Over 5 years 395 29,511 50,512 28,003 6,597 118,578
Total, gross $ 7485 $ 6257 $ 115294 $ 72278 $ 27,866 $ 285490
Counterparty netting (3691) (48,821) (86,826) (53,178) (15,888) (208,404)
Cash and securities

collateral (2709) (10,704) (25,921) (13,025) (5554)  (57,913)
Total, net $ 1085 $ 3042% 2547 $ 605% 644 $ 19173

A At
December 31, December 31,

Sinnillions 2024 2023
Industry
Financials $ 5678 $ 7,215
Utilities 3,733 4,267
Industrials 1,315 937
Consumer discretionary 1,046 684
Energy 987 533
Communications services 914 8
Regional govemments 799 1,319
Consumer staples 734 515
Sovereign govemments 683 262
Information technology 634 677
Meterials 409 383
Healthcare 353 468
Insurance 207 156
Not-for-profit organizations 94 166
Real estate 91 167
Other 840 583
Total $ 18,517 $ 19,173

1. Counterparty credit ratings are determined intemally by the CRM

We are exposed to credit risk as a dealer in OTC derivatives. Credit risk with
respect to derivative instruments arises from the possibility that a
counterparty may fail to perform according to the terms of the contract. For a
description of our risk mitigation strategies, see “Credit Risk—Risk
Mitigation” herein.

Credit Derivatives

A credit derivative is a contract between a seller and buyer of protection
against the risk of a credit event occurring on one
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or more debt obligations issued by a specified reference entity. The buyer
typically pays a periodic premium over the life of the contract and is protected
for the period. If a credit event occurs, the seller is required to make payment
to the beneficiary based on the terms of the credit derivative contract. Credit
events, as defined in the contract, may be one or more of the following defined
events: bankruptcy, dissolution or insolvency of the referenced entity, failure
to pay, obligation acceleration, repudiation, payment moratorium and
restructuring.

We trade in a variety of credit derivatives and may either purchase or write
protection on a single name or portfolio of referenced entities. In transactions
referencing a portfolio of entities or securities, protection may be limited to a
tranche of exposure or a single name within the portfolio. We are an active
market maker in the credit derivatives markets. As a market maker, we work to
earn a bid-offer spread on client flow business and manage any residual credit
or correlation risk on a portfolio basis. Further, we use credit derivatives to
manage our exposure to residential and commercial mortgage loans and
corporate lending exposures. The effectiveness of our CDS protection as a
hedge of our exposures may vary depending upon a number of factors,
including the contractual terms of the CDS.

We actively monitor our counterparty credit risk related to credit derivatives.
A majority of our counterparties are composed of banks, broker-dealers,
insurance and other financial institutions. Contracts with these counterparties
may include provisions related to counterparty rating downgrades, which may
result in the counterparty posting additional collateral to us. As with all
derivative contracts, we consider counterparty credit risk in the valuation of
our positions and recognize CVAs as appropriate within Trading revenues in
the income statement.

For additional credit exposure information on our credit derivative portfolio,
see Note 6 to the financial statements.
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Country Risk

Country risk exposure is the risk that events in, or that affect, a foreign
country (any country other than the U.S.) might adversely affect us. We
actively manage country risk exposure through a comprehensive risk
management framework that combines credit and other market fundamentals
and allows us to effectively identify, monitor and limit country risk.

Our obligor credit evaluation process defines country of risk as the country
that has the largest economic impact on the obligor and may be different from
the obligor's country of jurisdiction. Examples where this applies may include
corporations that are incorporated in one country but that derive the bulk of
their revenue from another and mutual funds incorporated in one jurisdiction
but with a concentration of investments in a different country.

In addition to the direct country risk reflected in the “Top 10 Non-U.S.
Country Exposures” table below, we also have indirect country exposure, for
example, from collateral received in secured financing transactions or from
providing client clearing services. These indirect exposures are managed
through the credit and market risk frameworks.

We conduct periodic stress testing that seeks to measure the impact on our
credit and market exposures of shocks stemming from negative economic or
political scenarios including changes to global trade policies and the
implementation of tariffs. When deemed appropriate by our risk managers, the
stress test scenarios include possible contagion effects and second order
risks. This analysis, and results of the stress tests, may result in the
amendment of limits or exposure mitigation.

Our sovereign exposures consist of financial contracts and obligations
entered into with sovereign and local govemments. Our non-sovereign
exposures consist of financial contracts and obligations entered into primarily
with corporations and financial institutions.

Index credit derivatives are included in the following “Top 10 Non-U.S.
Country Exposures” table. Each reference entity within an index is allocated to
that reference entity’s country of risk. Index exposures are allocated to the
underlying reference entities in proportion to the notional weighting of each
reference entity in the index, adjusted for any fair value receivable or payable
for that reference entity. Where credit risk crosses multiple jurisdictions, for
example, a CDS purchased from an issuer in a specific country that references
bonds issued by an entity in a different country, the fair value of the CDS is
reflected in the Net counterparty exposure row based on the country of the
CDS issuer. Further, the notional amount of the CDS adjusted for the fair value
ofthe receivable or payable is reflected in the Net inventory row based on the
country of the underlying reference entity.
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Top 10 Non-U.S. Country Exposures
At December 31, 2024

Sinnillions mUn'Sé%dn France  Japan Brazl Germany
Sovereign
Net inventory* $ 934 $ 1,530 $ 2,048 $ 4,845 $  (4,924)
Net counterparty exposure? 3 — 30 — 92
Exposure before hedges 937 1,530 2,078 4,845 (4,832)
Hedges® (55) (147) (165) (141) (242)
Net exposure $ 882 $ 1,383 % 1913 $ 4704 $ (5074)
Non-sovereign
Net inventory' $ 1523 % 868 $ 589 $ 83§ 1,011
Net counterparty exposure? 7,788 3,396 3,551 575 3,368
Loans 7,875 449 160 139 1,702
Lending commitments 9,334 3,024 199 426 6,087
Exposure before hedges 26,520 7,737 4,499 1,223 12,168
Hedges® (1,691)  (1,534) (214) (35) (1,746)
Net exposure $ 24829 $ 6,203 $ 4285 $ 1,188 $ 10,422
Total net exposure $ 25711 $ 7,586 $ 6,198 $ 5892 $ 5,348
Sinnillions Korea Spain Australia  Canada Italy
Sovereign
Net inventory* $ 3149 § 194 $ (419) $ (58)$ 1,703
Net counterparty exposure? 250 — 86 22 23
Exposure before hedges 3,399 194 (333) (36) 1,726
Hedges® (35) ®) — - (29)
Net exposure $ 3364 § 186 $ (333) § (36)$ 1,697
Non-sovereign
Net inventory* $ 185§ 551 $ 365 $ 607 $ 281
Net counterparty exposure? 842 479 701 1,106 753
Loans — 1,855 1,958 461 39
Lending commitments — 1,167 1,472 1,717 1,062
Exposure before hedges 960 4,052 4,496 3,891 2,135
Hedges® (35) (272) (448) (154) (348)
Net exposure $ 925% 3780 % 4048 $§ 3,737 $§ 1,787
Total net exposure $ 4289 $ 3,966 $ 3,715 $ 3,701 $ 3,484

1. Net inventory represents exposure to both Iong and short swae—name and index positions (i.e.,

bonds and umes at fair value and CDS based on a noti amount assuming zero recovery
adjusted for the fair value of any receivable or payable).
2. Net counterparty exposure % repurchase " transactions, securities lending and OTC

dmvatwes??sanet of the benefit of collateral received and also is net by counterpa A&/;I
legally enforceable master netting agreements are in place. For more information, see itional
Information—Top 10 Non-U.S. Country Exposures” herein.

3. Amounts represent net CDS purchased and sold) on net counterparty exposure and
lending executed by trading desks responsible for hedging counterparty and lending credit risk
exposures. Amounts are based on the CDS notional amount assuming zero recovery adjusted
for the fair value of any receivable or payable. For further description of the contractual terms
for purchased credit protection and whether they may limit the effectiveness of our hedges, see
“Quantitative and Qualitative Disclosures about Risk—Credit Risk—Derivatives" herein.
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Additional Information—Top 10 Non-U.S. Country Exposures
Collateral Held Against Net Counterparty Exposure?

A
December 31,
2024

Sinnillians

Country of Risk Collateral?

United Kingdom UK, U.S,, and France $ 8,618
Japan Japan and U.S. 5,637
Other Italy, U.S., and Korea 18,366

1. The benefit of collateral received is reflected in the Top 10 Non-U.S. Country Exposures at
December 31, 2024.
2. Primarily consists of cash and govemment obligations of the countries listed.

Operational Risk

Operational risk refers to the risk of loss, or of damage to our reputation,
resulting from inadequate or failed processes or systems, human factors (e.g.,
inappropriate or unlawful conduct) or external events (e.g., cyberattacks or
third-party vulnerabilities) that may manifest as, for example, loss of
information, business disruption, theft and fraud, legal and compliance risks,
or damage to physical assets. We may incur operational risk across the full
scope of our business activities, including revenue-generating activities and
support and control groups (e.g., IT and trade processing).

We have established an operational risk framework to identify, measure,
monitor and control risk across the Firm. Effective operational risk
management is essential to reducing the impact of operational risk incidents
and mitigating legal, regulatory and reputational risks. The framework is
continually evolving to account for changes in the Firm and to respond to the
changing regulatory and business environment.

We have implemented operational risk data and assessment systems to
monitor and analyze internal and external operational risk events, to assess
business environment and internal control factors, and to perform scenario
analysis. The collected data elements are incorporated in the operational risk
capital model. The model encompasses both quantitative and qualitative
elements. Intemal loss data and scenario analysis results are direct inputs to
the capital model, while external operational incidents, business environment
and internal control factors are evaluated as part of the scenario analysis
process.

In addition, we employ a variety of risk processes and mitigants to manage our
operational risk exposures. These include a govemance framework, a
comprehensive risk management program and insurance. Operational risks and
associated risk exposures are assessed relative to the risk appetite reviewed
and confirmed by the Board and are prioritized accordingly.

The breadth and range of operational risk are such that the types of mitigating
activities are wide-ranging. Examples of activities include: continuous
enhancement of defenses against cyberattacks, use of legal agreements and
contracts to
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transfer and/or limit operational risk exposures, due diligence, implementation
of enhanced policies and procedures, technology change management
controls, exception management processing controls, and segregation of
duties.

Primary responsibility for the management of operational risk is with the
business segments, the control groups and the business managers therein.
The business managers maintain processes and controls designed to identify,
assess, manage, mitigate and report operational risk. Each of the business
segments has a designated operational risk coordinator. The operational risk
coordinator regularly reviews operational risk issues and reports to our senior
management within each business. Each control group also has a designated
operational risk coordinator and a forum for discussing operational risk
matters with our senior management. Oversight of operational risk is provided
by the Non-Financial Risk Committee, legal entity risk committees, regional risk
committees and senior management. In the event of a merger, joint venture,
divestiture, reorganization, or creation of a new legal entity, a new product, or
a business activity, operational risks are considered, and any necessary
changes in processes or controls are implemented.

The Operational Risk Department and Non-Financial Risk Cyber, Technology,
and Information Security Department (“NFR CTIS”) provide independent
oversight of operational risk and assess, measure and monitor operational risk
against appetite. The Operational Risk Department and NFR CTIS work with
the divisions and control groups to embed a transparent, consistent and
comprehensive framework for managing operational risk within each area and
across the Firm.

The NFR CTIS scope includes oversight of technology risk, cybersecurity
risk, information security risk and compliance. The Operational Risk
Department scope includes oversight of the fraud risk management and
prevention program, and third-party risk management (supplier and affiliate
risk oversight and assessment), among others.

Cybersecurity
Risk management and strategy

We, our businesses, and the broader financial services industry face an
increasingly complex and evolving threat environment. We have made and
continue to make substantial investments in cybersecurity and fraud
prevention technology, and employ experienced talent to lead our
Cybersecurity and Information Security organizations and program under the
oversight of the Board and the BOTC. See “Risk Factors—Operational Risk”
for information on risks to the Firm from cybersecurity threats.

As part of the ERM framework, we have implemented and maintain a program
to assess, identify and manage risks arising from the cybersecurity threats
confronting the Firm (“Cybersecurity Program”). Our Cybersecurity Program
helps
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protect our clients, customers, employees, property, products, services and
reputation by seeking to preserve the confidentiality, integrity and availability
of information, enable the secure delivery of financial services, and protect the
business and the safe operation of our technology systems. We continually
adjust our Cybersecurity Programto address the evolving cybersecurity threat
landscape and comply with extensive legal and regulatory expectations.

Processes for assessing, identifying and managing material risks from
cybersecurity threats

Our Cybersecurity Program takes into account industry best practices and
addresses risks from cybersecurity threats to our network, infrastructure,
computing environment and the third parties that we rely on. We periodically
assess the design of our cybersecurity controls against the Cyber Risk
Institute Cyber Profile, which is based on the National Institute of Standards
and Technology (“NIST”) Cybersecurity Framework for Improving Critical
Infrastructure Cybersecurity, as well as global cybersecurity regulations, and
develop improvements to those controls in response to that assessment. Our
Cybersecurity Program also includes cybersecurity and information security
policies, procedures and technologies that are designed to address regulatory
requirements and protect our clients’, employees’ and own data against
unauthorized disclosure, modification and misuse. These policies, procedures
and technologies cover a broad range of areas, including: identification of
internal and external threats, access control, data security, protective controls,
detection of malicious or unauthorized activity, incident response and
recovery planning. See also “Firm Resilience” herein for a discussion of our
resilience program that is designed to mitigate the impacts of cybersecurity
events and other risks.

Our threat intelligence function within the Cybersecurity Program actively
engages in private and public information-sharing communities and leverages
both commercial and proprietary products to collect a wide variety of industry
and governmental information regarding the latest cybersecurity threats,
which informs our cybersecurity risk assessments and strategy. This
information is also provided to an internal cyber threat detection team, which
develops and implements strategies designed to defend against these
cybersecurity threats across our environment. Our vulnerability management
team, as well as NFR, also reviews external cybersecurity incidents that may be
relevant to the Firmto further inform the design of our Cybersecurity Program.
To assess the efficacy of our controls and defenses designed to mitigate
cybersecurity risk, we utilize internal and external testing, including
penetration testing and red team engagements. The results of these
assessments are used to strengthen the Cybersecurity Program. Additionally,
we maintain a global training program covering cybersecurity risks and
requirements, including heightened security training to specialized employees,
and conduct regular phishing email simulations for our employees and
consultants as preventative measures.
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When a threat is identified in our environment, our incident response team
follows an incident response plan to evaluate the impact to the Firm and
coordinate appropriate remediation. If warranted, the cybersecurity incident
will be reported to applicable regulators, authorities, impacted clients or
counterparties, as appropriate. The Firm’s cybersecurity incident response
and remediation processes, including assessing materiality and reporting
requirements, are reviewed through tabletop exercises.

Our processes are designed to help oversee, identify and mitigate
cybersecurity risks associated with our use of third-party vendors. We
maintain a third-party risk management program that evaluates and responds
to cybersecurity risks at our third-party vendors. Prior to engaging third-party
vendors to provide services to the Firm, we assess the third-party vendors’
cybersecurity programs to identify cybersecurity risks arising from the use of
those vendors’ services. Once onboarded, third-party vendors’ cybersecurity
programs are subject to risk-based oversight, which may include security
questionnaires, submission of independent security audit reports or a Firm
audit of the third-party vendor’s security program, and, with limited
exceptions, third-party vendors are required to meet our minimum
cybersecurity standards. Where a third-party vendor cannot meet those
standards, its services, and the residual risk to the Firm, are subject to review,
challenge and escalation through our risk management processes and ERM
committees, which may ultimately result in requesting increased security
measures or ceasing engagement with such third-party vendor.

Our Cybersecurity Program is regularly assessed by IAD through various
assurance activities, with the results reported to the BAC and the BOTC.
Annually, key elements of the Cybersecurity Program are subject to review by
an independent third party, the results of which, including opportunities
identified for improvement and related remediation plans, are reviewed with the
BOTC. Our Cybersecurity Program is also examined regularly by the Firm’s
prudential and conduct regulators within the scope of their jurisdiction.

Governance

Management’s role in assessing and managing material risks from
cybersecurity threats

Our Cybersecurity Program is operated and maintained by management,
including the Chief Information Officer of Cyber, Data, Risk and Resilience
(“CIO”) and the Chief Information Security Officer (“CISO”). These senior
officers are responsible for assessing and managing the Firm’s cybersecurity
risks. Our Cybersecurity Program strategy, which is set by the CISO and
overseen by the Head of Cyber, Technology, and Information Security Non-
Financial Risk (“Head of NFR CTIS”), is informed by various risk and control
assessments, control testing, external assessments, threat intelligence, and
public and private information sharing. Our Cybersecurity Program also
includes processes
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for escalating and considering the materiality of incidents that impact the Firm,
including escalation to senior management and the Board.

The members of management that lead our Cybersecurity Program and
strategy have extensive experience in technology, cybersecurity and
information security. The CIO has over 30 years of experience in various
engineering, IT, operations and information security roles. The CISO has over
25 years of experience leading cybersecurity teams at financial institutions,
including in the areas of IT strategy, risk management and information
security. The Head of NFR CTIS has over 20 years of experience in
technology, security and compliance roles, including experience in
govemnment security agencies.

Risk levels and mitigating measures are presented to and monitored by
dedicated management-level cybersecurity risk committees. These committees
include representatives from Firm management as well as business and control
stakeholders who review, challenge and, where appropriate, consider
exceptions to our policies and procedures. Significant cybersecurity risks are
escalated from these committees to our Non-Financial Risk Committee. The
CIO and the Head of NFR CTIS report on the status of our Cybersecurity
Program, including significant cybersecurity risks; review metrics related to
the program; and discuss the status of regulatory and remedial actions and
incidents to the FRC, the BOTC and the Board, as appropriate. For more
information regarding the Firm’s ERM framework, see “Quantitative and
Qualitative Disclosures about Risk—Risk Management.”

Board of Directors’ oversight of risks from cybersecurity threats

As discussed above, material cybersecurity risks are addressed by
management-level ERM committees with escalation to the BOTC and Board, as
appropriate. The BOTC has primary responsibility for assisting the Board in its
oversight of significant operational risk exposures of the Firm and its business
units, including IT, information security, fraud, third-party oversight, business
disruption and resilience, and cybersecurity risks (including review of
cybersecurity risks against established risk management methodologies) and
the steps management has taken to monitor and control such exposures.

In accordance with its charter, the BOTC receives quarterly reports from (i)
Technology, including the CIO or the CISO; (i) Operations; and (iii)) NFR.
Such reporting includes updates on our Cybersecurity Program, risks from
cybersecurity threats, our programs to address and mitigate the risks
associated with the evolving cybersecurity threat environment, and NFR’s
assessment of cybersecurity risks. Senior officers in Technology and NFR
also provide an annual report to the BOTC on the status of our broader
information security program in compliance with the Gramm-Leach-Bliley Act,
which includes a discussion ofrisks arising
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from cybersecurity threats. At least annually, senior management
representatives in Technology and NFR discuss the status of the
Cybersecurity Program and key cybersecurity risks with the Board and, in
accordance with the Board’s Corporate Governance Policies, all Board
members are invited to attend BOTC meetings and have access to meeting
materials. The BOTC, which meets at least quarterly, also reviews and
approves significant policies related to cybersecurity, receives an annual
independent assessment of key aspects of our Cybersecurity Program froman
independent third party and holds joint meetings with the BAC and BRC, as
necessary and appropriate. The chair of the BOTC regularly discusses
cybersecurity developments with senior management, including the senior
officers mentioned above, and reports to the Board on cybersecurity risks and
threats and other related matters.

Firm Resilience

The Firm’s critical processes and businesses could be disrupted by events
including cyberattacks, failure or loss of access to technology and/or
associated data, military conflicts, acts of terror, natural disasters, severe
weather events and infectious disease. The Firm maintains a Firmwide
resilience program that is designed to provide for operational resilience and
enable it to respond to and recover critical processes and supporting assets in
the event of a disruption impacting our people, technology, facilities and third
parties. The key elements of the Firm’s resilience program include business
continuity management, technology disaster recovery, third party resilience
and key business service resilience. Resilience testing is performed both
internally and with critical third parties to validate recovery capability in
accordance with business requirements.

Third-Party Risk Management

In connection with our ongoing operations, we utilize the products and/or
services of third parties, which we anticipate will continue and may increase in
the future. These products and/or services include, for example, outsourced
processing and support functions and other professional services. Our risk-
based approach to managing exposure to our third parties includes the
performance of due diligence, implementation of service-level and other
contractual agreements, consideration of operational risks and ongoing
monitoring of the performance of our third parties. We maintain and continue
to enhance our third-party risk management program, which is designed to
align with our risk tolerance and meet regulatory requirements. The program
includes appropriate govermance, policies, procedures and enabling
technology. The third-party risk management program includes the adoption
of appropriate risk management controls and practices throughout the third-
party management life cycle to manage risk of service failure, risk of data loss
and reputational risk, among others.
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Model Risk

Model risk is the potential for adverse consequences from decisions based on
incorrect or misused model outputs. Model risk can lead to financial loss, poor
business and strategic decision-making, noncompliance with applicable laws
and/or regulations or damage to the Firm's reputation. The risk inherent in a
model is a function of the materiality, complexity and uncertainty around
inputs and assumptions.

Modelrisk is generated fromthe use of models impacting financial statements,
regulatory filings, capital adequacy assessments and the formulation of
strategy.

Sound model risk management is an integral part of our Risk Management
Framework. The Model Risk Management Department (“MRM”) is a distinct
department in Risk Management responsible for the oversight of model risk.

The MRM establishes a model risk tolerance in line with our risk appetite. The
tolerance is based on an assessment of the materiality of the risk of financial
loss or reputational damage due to errors in design, implementation and/or
inappropriate use of models. The tolerance is monitored through model-
specific and aggregate business-level assessments, which are based upon
qualitative and quantitative factors.

The effective challenge of models consists of critical analysis by objective,
informed parties who can identify model limitations and assumptions and drive
appropriate changes. The MRM provides effective challenge of models,
independently validates and approves models for use, annually recertifies
models, periodically revalidates, identifies and tracks remediation plans for
model limitations and reports on model risk metrics. The department also
oversees the development of controls to support a complete and accurate
Firmwide model inventory.

Liquidity Risk

Liquidity risk refers to the risk that we will be unable to finance our operations
due to a loss of access to the capital markets or difficulty in liquidating our
assets. Liquidity risk also encompasses our ability (or perceived ability) to
meet our financial obligations without experiencing significant business
disruption or reputational damage that may threaten our 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 our liquidity and may impact our ability to raise new funding or the cost
of new funding. Generally, we incur liquidity and funding risk as a result of our
trading, lending, investing and client facilitation activities.

Our Liquidity Risk Management Framework is critical to helping ensure that
we maintain sufficient liquidity reserves and durable funding sources to meet
our daily obligations and to withstand unanticipated stress events. The
Liquidity Risk
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Department is a distinct area in Risk Management responsible for the
oversight and monitoring of liquidity risk. The Liquidity Risk Department
ensures transparency of material liquidity and funding risks, compliance with
established risk limits and escalation of risk concentrations to appropriate
senior management.

To execute these responsibilities, the Liquidity Risk Department establishes
limits in line with our risk appetite, identifies and analyzes emerging liquidity
and funding risks to ensure such risks are appropriately mitigated, monitors
and reports risk exposures against metrics and limits, and reviews the
methodologies and assumptions underpinning our Liquidity Stress Tests to
ensure sufficient liquidity and funding under a range of adverse scenarios.

The Treasury Department and applicable business units have primary
responsibility for evaluating, monitoring and controlling the liquidity and
funding risks arising from our business activities and for maintaining
processes and controls to manage the key risks inherent in their respective
areas. The Liquidity Risk Department coordinates with the Treasury
Department and these business units to help ensure a consistent and
comprehensive framework for managing liquidity and funding risk across the
Firm. See also “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Liquidity and Capital Resources”
herein.

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, limitations on our business, or loss to reputation
that we may suffer as a result of failure to comply with laws, regulations, rules,
related self-regulatory organization standards and codes of conduct applicable
to our 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 AML, terrorist financing, and
anti-corruption rules and regulations. We are generally subject to extensive
regulation in the different jurisdictions in which we conduct our business (see
also “Business—Supervision and Regulation” and “Risk Factors”).

We have established procedures based on legal and regulatory requirements
on a worldwide basis that are designed to facilitate compliance with applicable
statutory and regulatory requirements and to require that our policies relating
to business conduct, ethics and practices are followed globally. In addition,
we have established procedures to mitigate the risk that a counterparty’s
performance obligations will be unenforceable, including consideration of
counterparty legal authority and capacity, adequacy of legal documentation,
the permissibility of a transaction under applicable law and whether applicable
bankruptcy or insolvency laws limit or alter contractual remedies. The
heightened legal and
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regulatory focus on the financial services and banking industries globally
presents a continuing business challenge for us.

Climate Risk

Climate change manifests as physical and transition risks. The physical risks
of climate change include harm to people and property arising from acute
climate-related events, such as floods, hurricanes, heatwaves, droughts and
wildfires, and chronic, longer-term shifts in climate pattemns, such as higher
global average temperatures, rising sea levels and long-term droughts. The
transition risk of climate change include policy, legal, technology and market
changes. Examples of these transition risks include changes in consumer and
business sentiment, related technologies, shareholder preferences and any
additional regulatory and legislative requirements, including increased
disclosure or regulation of carbon emissions.

Climate risk, which is not expected to have a significant effect on our
consolidated results of operations or financial condition in the near term, is an
overarching risk that can impact other categories of risk. Physical risk may lead
to increased credit risk by diminishing borrowers’ repayment capacity or
impacting the value of collateral. In addition, physical risk could pose
increased operational risk to our facilities and people. The impacts of
transition risk may lead to and amplify credit or liquidity risk by reducing our
customers’ operating income or the value of their assets as well as exposing
us to reputational, compliance and/or litigation risk due to increased legal and
regulatory scrutiny or negative public sentiment.

As climate risk is interconnected with other risk types, we have developed and
continue to enhance processes to embed climate risk considerations into our
risk management practices and governance structures. The BRC oversees
Firmwide risks, which include climate risk, and, as part of its oversight,
receives updates on our risk management approach to climate risk, including
our approaches toward scenario analysis and integration of climate risk into
our existing risk management processes. Our climate risk management efforts
are overseen by the Climate Risk Committee, which is co-chaired by our Chief
Risk Officer and Chief Sustainability Officer and shapes our approach to
managing climate-related risks in line with our overall risk framework.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders and the Board of Directors of Morgan Stanley:

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Morgan
Stanley and subsidiaries (the “Firm”) as of December 31, 2024 and 2023, the
related consolidated income statements, comprehensive income statements,
cash flow statements and statements of changes in total equity for each of the
three years in the period ended December 31, 2024, and the related notes
(collectively referred to as the “financial statements™). In our opinion, the
financial statements present fairly, in all material respects, the financial
position of the Firm as of December 31, 2024 and 2023, and the results of its
operations and its cash flows for each of the three years in the period ended
December 31, 2024, in conformity with accounting principles generally
accepted in the United States of America.

We have also audited, in accordance with the standards of the Public
Company Accounting Oversight Board (United States) (PCAOB), the Firm’s
internal control over financial reporting as of December 31, 2024, based on
criteria established in Internal Control — Integrated Framework (2013) issued
by the Committee of Sponsoring Organizations of the Treadway Commission
and our report dated February 21, 2025, expressed an unqualified opinion on
the Firm’s interal control over financial reporting.

Basis for Opinion

These financial statements are the responsibility of the Firm’s management.
Our responsibility is to express an opinion on the Firm’s financial statements
based on our audits. We are a public accounting firm registered with the
PCAOB and are required to be independent with respect to the Firm in
accordance with the U.S. federal securities laws and the applicable rules and
regulations ofthe Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB.
Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of
material misstatement, whether due to error or fraud. Our audits included
performing procedures to assess the risks of material misstatement of the
financial statements, whether due to error or fraud, and performing procedures
that respond to those risks. Such procedures included examining, on a test
basis, evidence regarding the amounts and disclosures in the financial
statements. Our audits also included evaluating the accounting principles
used and significant estimates made by management, as well as evaluating the
overall presentation of the financial statements. We believe that our audits
provide a reasonable basis for our opinion.
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Critical Audit Matter

The critical audit matter communicated below is a matter arising from the
current-period audit of the financial statements that was communicated or
required to be communicated to the audit committee and that (1) relates to
accounts or disclosures that are material to the financial statements and (2)
involved our especially challenging, subjective, or complex judgments. The
communication of critical audit matters does not alter in any way our opinion
on the financial statements, taken as a whole, and we are not, by
communicating the critical audit matter below, providing a separate opinion on
the critical audit matter or on the accounts or disclosures to which it relates.

Valuation of Level 3 Financial Assets and Liabilities Carried at Fair Value
on a Recurring Basis and Level 3 Loans Held for Sale — Refer to Note 4 to
the financial statements

Critical Audit Matter Description

The Firm’s trading and financing activities result in the Firm carrying material
financial instruments having limited price transparency. These financial
instruments can span a broad array of product types and generally include
derivatives, securities, loans, and borrowings. As described in Note 4, these
Level 3 financial assets and liabilities carried at fair value on a recurring basis
approximate $6.8 billion and $4.1 billion, respectively, and the Level 3 loans
held for sale approximate $6.1 billion at December 31, 2024. Unlike financial
instruments whose inputs are readily observable and, therefore, more easily
independently corroborated, the valuation of these financial instruments is
inherently subjective and often involves the use of unobservable inputs and
proprietary valuation models whose underlying algorithms and valuation
methodologies are complex.

We identified the valuation of Level 3 financial assets and liabilities carried at
fair value on a recurring basis and Level 3 loans held for sale as a critical audit
matter given the Firm uses complex valuation models and/or valuation inputs
that are not observable in the marketplace to determine the respective carrying
values. Performing our audit procedures to evaluate the appropriateness of
these models and inputs involved a high degree of auditor judgment,
professionals with specialized skills and knowledge, and an increased extent of
testing.

How the Critical Audit Matter Was Addressed in the Audit

Our audit procedures related to the valuation of Level 3 financial assets and
liabilities carried at fair value on a recurring basis and Level 3 loans held for
sale included the following, among others:

* We tested the design and operating effectiveness of the Firm’s model

review and price verification controls. The Firm maintains these internal
controls to assess the appropriateness
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of'its valuation methodologies and the relevant inputs and assumptions.

We independently evaluated the appropriateness of management’s
valuation methodologies, for selected financial instruments, including the
input assumptions, considering the expected assumptions of other market
participants and external data when available.

We developed independent estimates for selected financial instruments,
using externally sourced inputs and independent valuation models, and
used such estimates to further evaluate management’s estimates. For certain
of our selected financial instruments, this included a comparison to the
Firm’s estimates for similar transactions and an evaluation of the Firm’s
assumptions inclusive of the inputs, as applicable.

We tested the revenues arising from the trade date fair value estimates for
selected structured transactions for which we developed independent fair
value estimates to test the valuation inputs and assumptions used by the
Firm and evaluated whether these methods were consistent with the Firm’s
relevant valuation policies.

We assessed the consistency by which management has applied significant
and unobservable valuation assumptions used in developing the Firm's
estimates.

We performed a retrospective assessment of management’s fair value
estimates for certain of our selected financial instruments, for which there
were events or transactions occurring after the valuation date. We did so by
comparing management’s estimates to the relevant evidence provided by
such events or transactions, as applicable.

/[s/ Deloitte & Touche LIP
New York, New York
February 21, 2025

We have served as the Firm’s auditor since 1997.
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Consolidated Income Statement Morgan Stanley
innillins, except per shere ddta 2024 2023 2022
Revenues
Investment banking 6,705 $ 4948 $ 5,599
Trading 16,763 15,263 13,928
Investrents 824 573 15
Comnissions and fees 5,094 4,537 4,938
Asset management 22,499 19,617 19,578
Other 1,265 975 283
Total non-interest revenues 53,150 45913 44,341
Interest income! 54,135 45,849 21,595
Interest expense! 45,524 37,619 12,268
Net interest 8,611 8,230 9,327
Net revenues 61,761 54,143 53,668
Provision for credit losses 264 532 280
Non-interest expenses
Conpensation and benefits 26,178 24,558 23,053
Brokerage, clearing and exchange fees 4,140 3,476 3,458
Information processing and conmunications 4,088 3,775 3,493
Professional services 2,901 3,058 3,070
Occupancy and equipment 1,905 1,895 1,729
Marketing and business development 965 898 905
Other 3,724 4,138 3,591
Total non-interest expenses 43,901 41,798 39,299
Income before provision for income taxes 17,596 11,813 14,089
Provision for income taxes 4,067 2,583 2,910
Net income 13,529 $ 9,230 $ 11,179
Net incorre applicable to noncontrolling interests 139 143 150
Net income applicable to Morgan Stanley 13,390 $ 9,087 $ 11,029
Preferred stock dividends 590 557 489
Earnings applicable to Morgan Stanley common shareholders 12,800 $ 8,530 $ 10,540
Earnings per common share
Basic 804 § 524 $ 6.23
Diluted 7.95 518 6.15
Average common shares outstanding
Basic 1,591 1,628 1,691
Diluted 1,611 1,646 1,713
1. 2023 amounts have been adjusted to conform with the current period presentation. See Note 2 for additional inf ormation.

Consolidated Comprehensive Income Statement
Sinnillions 2024 2023 2022
Net income 13,529 $ 9,230 $ 11,179
Other conprehensive income (loss), net of tax:
Foreign currency translation adjustments (422) (20) (337)
Change in net unrealized gains (losses) on available-for-sale securities 521 1,098 (4,437)
Pension and other 12 (87) 43
Change in net debt valuation adjustrrent (534) (1,290) 1,502
Net change in cash flow hedges (51) 20 (4)
Total other conprehensive incomre (loss) 474 $ (279) $ (3,233)
Conprehensive income 13,055 $ 8,951 $ 7,946
Net incorme applicable to noncontrolling interests 139 143 150
Other conprehensive income (loss) applicable to noncontrolling interests (81) (111) (82)
Comprehensive income applicable to Morgan Stanley 12,997 $ 8,919 $ 7,878
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Consolidated Balance Sheet Morgan Stanley
At
December 31, At

$innillions, except share ddta 2024 Decenber 31, 2023
Assets
Cash and cash equivalents $ 105,386 $ 89,232
Trading assets at fair value ($148,945 and $162,698 were pledged to various parties) 331,884 367,074
Investrent securities:

Available-for-sale at fair value (amortized cost of $101,960 and $92,149) 98,608 88,113

Held-to-maturity (fair value of $51,203 and $57,453) 61,071 66,694
Securities purchased under agreements to resell (includes $—and $7 at fair value) 118,565 110,740
Securities borrowed 123,859 121,091
Customer and other receivables 86,158 80,105
Loans:

Held for investrment (net of allowance for credit losses of $1,066 and $1,169) 225,834 203,385

Held for sale 12,319 15,255
Goodwill 16,706 16,707
Intangible assets (net of accunulated anortization of $5,445 and $4,847) 6,453 7,055
Other assets 28,228 28,242
Total assets $ 1,215,071 $ 1,193,693
Liabilities
Deposits (includes $6,499 and $6,472 at fair value) $ 376,007 $ 351,804
Trading liabilities at fair value 153,764 151,513
Securities sold under agreements to repurchase (includes $956 and $1,020 at fair value) 50,067 62,651
Securities loaned 15,226 15,057
Other secured financings (includes $14,088 and $9,899 at fair value) 21,602 12,655
Customer and other payables 175,938 208,148
Other liabilities and accrued expenses 28,220 28,151
Borrowings (includes $103,332 and $93,900 at fair value) 288,819 263,732
Total liabilities 1,109,643 1,093,711
Commitments and contingent liabilities (see Note 14)
Equity
Morgan Stanley shareholders’ equity:

Preferred stock 9,750 8,750

Conmron stock, $0.01 par value:

Shares authorized: 3,500,000,000; Shares issued: 2,038,893,979; Shares outstanding: 1,606,653,706 and 1,626,828,437 20 20
Additional paid-in capital 30,179 29,832
Retained earnings 104,989 97,996
Enployee stock trusts 5,103 5314
Accumulated other conprehensive incore (loss) (6,814) (6,421)
Conmron stock held in treasury at cost, $0.01 par value (432,240,273 and 412,065,542 shares) (33,613) (31,139)
Conmron stock issued to enployee stock trusts (5,103) (5,314)

Total Morgan Stanley shareholders’ equity 104,511 99,038
Noncontrolling interests 917 944
Total equity 105,428 99,982
Total liabilities and equity $ 1,215,071 $ 1,193,693

See Notes to Consolidated Financial Statements 79 December 2024 Form 10-K
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Sinnillions

Preferred stock

Beginning balance

Issuance of preferred stock

Ending balance

Common stock

Beginning and ending balance

Additional paid-in capital

Beginning balance

Share-based award activity

Issuance of preferred stock

Other net increases (decreases)

Ending balance

Retained earnings

Beginning balance

CQunulative adjustrrent related to the adoption of accounting standard update!
Net income applicable to Morgan Stanley

Preferred stock dividends?

Common stock dividends?

Other net increases (decreases)

Ending balance

Employee stock trusts

Beginning balance

Share-based award activity

Ending balance

Accumulated other comprehensive income (loss)
Beginning balance

Net change in Accunulated other conprehensive income (loss)
Ending balance

Common stock held in treasury at cost

Beginning balance

Share-based award activity

Repurchases of conmmon stock and enployee tax withholdings
Ending balance

Common stock issued to employee stock trusts
Beginning balance

Share-based award activity

Ending balance

Noncontrolling interests

Beginning balance

Net incorre applicable to noncontrolling interests

Net change in Accunulated other conprehensive income (loss) applicable to noncontrolling interests

Other net increases (decreases)
Ending balance
Total equity

8,750 $
1,000
9,750

20

29,832
352
O]

30,179

97,99
(60)
13,390
(590)
(5,745)
2
104,989

5314
(211)
5103

(6,421)
(393)
(6,814)

(31,139)
1,704
(4,178)
(33,613)

(5314)
211
(5,103)

944
139
(81)
(85)
917
105,428 $

1. The Firm adopted the Investrents - Tax Qredit Structures accounting standard update on January 1, 2024. Refer to Note 2 for further information.

2. See Note 17 for information regarding dividends per share for each class of stock.
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8,750 $ 7,750
— 1,000
8,750 8,750
20 20
29,339 28,841
493 503
— (6)
— 1
29,832 29,339
94,862 89,432
9,087 11,029
(557) (489)
(5:393) (5,108)
) @)
97,99 94,862
4,881 3,955
433 26
5,314 4,881
(6,253) (3.102)
(168) (3,151)
(6,421) (6,253)
(26,577) (17,500)
1,654 1,794
(6,216) (10,871)
(31,139) (26,577)
(4,881) (3,955)
(433) (926)
(5314) (4,881)
1,090 1,157
143 150
(111) (82)
(178) (135)
o4 1,090
99,982 $ 101,231

See Notes to Consolidated Financial Statements



Table of Contents

Consolidated Cash Flow Statement Morgan Stanley
Sinnillions 2024 2023 2022
Cash flows from operating activities
Net income $ 13,529 $ 9230 $ 11,179
Adjustrents to reconcile net income to net cash provided by (used for) operating activities:
Deferred incorre taxes 152 (463) (849)
Stock-based conpensation expense 1,622 1,709 1,875
Depreciation and anortization 5,161 4,256 3,998
Provision for credit losses 264 532 280
Other operating adjustments 4 308 618
Changes in assets and liabilities:
Trading assets, net of Trading liabilities 34,496 (61,026) (39,422)
Securities borrow ed (2,768) 12,283 (3,661)
Securities loaned 169 (622) 3,380
Customer and other receivables and other assets (5,308) 602 14,664
Customer and other payables and other liabilities (25,550) (3,629) (4,897)
Securities purchased under agreements to resell (7,825) 3,167 6,092
Securities sold under agreements to repurchase (12,584) 117 346
Net cash provided by (used for) operating activities 1,362 (33,536) (6,397)
Cash flows from investing activities
Proceeds from(payments for):
Other assets—Premises, equipment and software (3,462) (3412) (3,078)
Changes in loans, net (22,618) (4,059) (23,652)
AFS securities:
Purchases (35,327) (23,078) (24,602)
Proceeds fromsales 5,728 5,929 22,014
Proceeds frompaydow ns and maturities 21,089 14,316 13,435
HTMsecurities:
Rurchases (3,860) — (5,231)
Proceeds frompaydow ns and meturities 10,475 8,143 9,829
Other investing activities (1,485) (923) (347)
Net cash provided by (used for) investing activities (29,460) (3,084) (11,632)
Cash flows from financing activities
Net proceeds from (payments for):
Other secured financings 4,358 796 (884)
Deposits 23,955 (5,075) 1,659
Issuance of preferred stock, net of issuance costs 995 — 9
Proceeds fromissuance of Borrowings 108,365 78,424 72,460
Payments for:
Borrowings (80,230) (64,805) (34,898)
Repurchases of conrmon stock and enployee tax withholdings (4,199) (6,178) (10,871)
Cash dividends (6,138) (5,763) (5,401)
Other financing activities (350) (125) (345)
Net cash provided by (used for) financing activities 46,756 (2,726) 22,714
Hfect of exchange rate changes on cash and cash equivalents (2,504) 451 (4,283)
Net increase (decrease) in cash and cash equivalents 16,154 (38,895) 402
Cash and cash equivalents, at beginning of period 89,232 128,127 127,725
Cash and cash equivalents, at end of period $ 105,386 $ 89,232 $ 128,127
Supplemental Disclosure of Cash Flow Information
Cash payments for:
Interest $ 46,359 $ 41,940 $ 9,819
Income taxes, net of refunds 1,885 2,035 4,147

See Notes to Consolidated Financial Statements 81 December 2024 Form 10-K
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1. Introduction and Basis of Presentation
The Firm

Morgan Stanley is a global financial services firm that maintains significant
market positions in each of its business segments—Institutional Securities,
Wealth Management and Investment Management. Morgan Stanley, through
its subsidiaries and affiliates, provides a wide variety of products and services
to a large and diversified group of clients and customers, including
corporations, governments, financial institutions and individuals. Unless the
context otherwise requires, the terms “Morgan Stanley” or the “Firm” mean
Morgan Stanley (the “Parent Company”) together with its consolidated
subsidiaries. See the “Glossary of Common Terms and Acronyms” for the
definition of certain terms and acronyms used throughout this Form 10-K.

A description of the clients and principal products and services of each of the
Firmr’s business segments is as follows:

Institutional Securities provides a variety of products and services to
corporations, governments, financial institutions and ultra-high net worth
clients. Investment Banking services consist of capital raising and financial
advisory services, including the underwriting of debt, equity securities and
other products, as well as advice on mergers and acquisitions,
restructurings and project finance. Our Equity and Fixed Income businesses
include sales, financing, prime brokerage, market-making, Asia wealth
management services and certain business-related investments. Lending
activities include originating corporate loans and commercial real estate
loans, providing secured lending facilities, and extending securities-based
and other financing to clients. Other activities include research.

Wealth Management provides a comprehensive array of financial services
and solutions to individual investors and small to mediumsized businesses
and institutions. Wealth Management covers: financial advisor-led
brokerage, custody, administrative and investment advisory services; self-
directed brokerage services; financial and wealth planning services;
workplace services, including stock plan administration; securities-based
lending, residential and commercial real estate loans and other lending
products; banking; and retirement plan services.

Investment Management provides a broad range of investment strategies
and products that span geographies, asset classes, and public and private
markets to a diverse group of clients across institutional and intermediary
channels. Strategies and products, which are offered through a variety of
investment vehicles, include equity, fixed income, altematives and
solutions, and liquidity and overlay services. Institutional clients include
defined benefit/defined contribution plans, foundations, endowments,
government entities, sovereign wealth funds,
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insurance companies, third-party fund sponsors and corporations.
Individual clients are generally served through intermediaries, including
affiliated and non-affiliated distributors.

Basis of Financial Information

The financial statements are prepared in accordance with U.S. GAAP, which
requires the Firm to make estimates and assumptions regarding the valuations
of certain financial instruments, the valuations of goodwill and intangible
assets, the outcome of legal and tax matters, deferred tax assets, ACL, and
other matters that affect its financial statements and related disclosures. The
Firm believes that the estimates utilized in the preparation of its financial
statements are prudent and reasonable. Actual results could differ materially
fromthese estimates.

The Notes are an integral part of the Firm’s financial statements. The Firm has
evaluated subsequent events for adjustment to or disclosure in these financial
statements through the date of this report and has not identified any
recordable or disclosable events not otherwise reported in these financial
statements or the notes thereto.

Consolidation

The financial statements include the accounts of the Firm, its wholly owned
subsidiaries and other entities in which the Firm has a controlling financial
interest, including certain VIEs (see Note 15). Intercompany balances and
transactions have been eliminated. For consolidated subsidiaries that are not
wholly owned, the third-party holdings of equity interests are referred to as
Noncontrolling interests. The net income attributable to Noncontrolling
interests for such subsidiaries is presented as Net income applicable to
noncontrolling interests in the income statement. The portion of shareholders’
equity that is attributable to Noncontrolling interests for such subsidiaries is
presented as Noncontrolling interests, a component of Total equity, in the
balance sheet.

For entities where the total equity investment at risk is sufficient to enable the
entity to finance its activities without additional subordinated financial
support and the equity holders bear the residual economic risks and returns of
the entity and have the power to direct the activities of the entity that most
significantly affect its economic performance, the Firm consolidates those
entities it controls either through a majority voting interest or otherwise. For
VIEs (ie., entities that do not meet the aforementioned criteria), the Firm
consolidates those entities where it has the power to make the decisions that
most significantly affect the economic performance of the VIE and has the
obligation to absorb losses or the right to receive benefits that could
potentially be significant to the VIE.

For investments in entities in which the Firm does not have a controlling

financial interest but has significant influence over operating and financial
decisions, it applies the equity method
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of accounting with net gains and losses recorded within Other revenues (see
Note 11) unless the Firmhas elected to measure the investment at fair value, in
which case net gains and losses are recorded within Investments revenues
(see Note 5).

Equity and partnership interests held by entities qualifying for accounting
purposes as investment companies are carried at fair value.

The Firm’s significant regulated U.S. and international subsidiaries include:

Morgan Stanley & Co. LLC (“MS&Co.”),

Morgan Stanley Smith Bamey LLC (“MSSB”),

Morgan Stanley Europe SE (“MSESE”),

Morgan Stanley & Co. International plc (“MSIP”),

Morgan Stanley Capital Services LLC (“MSCS”),

Morgan Stanley Capital Group Inc. (“MSCG”),

Morgan Stanley MUFG Securities Co., Ltd. (“MSMS”),

Morgan Stanley Bank, N.A. (“MSBNA”) and

Morgan Stanley Private Bank, National Association (“MSPBNA”).

For further information on the Firm’s significant regulated U.S. and
international subsidiaries, see Note 16.

2. Significant Accounting Policies
Presentation Changes in 2024

In the first quarter of 2024, the Firm implemented certain presentation changes
which resulted in a decrease to both interest income and interest expense of
$4,432 million for the year ended December 31, 2023, and no effect on net
interest income, with the entire impact to the Firm recorded within the
Institutional Securities segment. These changes further aligned the
accounting treatment between the balance sheet and the related interest
income or expense, primarily by offsetting interest income and expense for
certain prime brokerage-related customer receivables and payables that are
currently accounted for as a single unit of account on the balance sheet. The
current and previous presentation of these interest income and interest
expense amounts are acceptable and the change does not represent a change
in accounting principle. These changes were applied retrospectively to the
consolidated income statement for 2023 and accordingly, 2023 amounts were
adjusted to conform with the current presentation.

Revenue Recognition
Revenues are recognized when the promised goods or services are delivered
to our customers in an amount that is based on the consideration the Firm

expects to receive in exchange for those goods or services when such
amounts are not probable of significant reversal.

83

Morgan Stanley

Investment Banking

Revenues from investment banking activities consist of revenues eamed from
underwriting, primarily equity and fixed income securities and loan
syndications, and advisory fees, primarily for mergers, acquisitions and
restructurings.

Underwriting revenues are generally recognized on trade date if there is no
uncertainty or contingency related to the amount to be paid. Underwriting
costs are deferred and recognized in the relevant non-interest expenses line
items when the related underwriting revenues are recorded.

Advisory fees are recognized as advice is provided to the client, based on the
estimated progress of work and when revenues are not probable of a
significant reversal. Advisory costs are recognized as incurred in the relevant
non-interest expenses line items, including those reimbursed.

Commiissions and Fees

Commission and fee revenues generally result from transaction-based
arrangements in which the client is charged a fee for the execution of
transactions. Such revenues primarily arise from transactions in equity
securities; services related to sales and trading activities; and sales of mutual
funds, alternative funds, futures, insurance products and options, as well as
revenues from order flow payments for directing customer orders to broker-
dealers, exchanges and market centers for execution. Commission and fee
revenues are recognized on trade date when the performance obligation is
satisfied.

Asset Management Revenues

Asset management, distribution and administration fees are generally based
on related asset levels, such as the AUM of a customer’s account or the net
asset value of a fund. These fees are generally recognized when services are
performed and the value of the assets is known. Management fees are reduced
by estimated fee waivers and expense caps, if any, provided to the customer.

Performance-based fees not in the form of carried interest are recorded when
the annual performance target is met and the revenues are not probable of a
significant reversal.

Sales commissions paid by the Firm in connection with the sale of certain
classes of shares of its open-end mutual fund products are accounted for as
deferred commission assets and amortized to Other expenses over the
expected life of the contract. The Firm periodically tests deferred commission
assets for recoverability based on cash flows expected to be received in future
periods. Other asset management and distribution costs are recognized as
incurred in the relevant non-interest expenses line items.
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Investments Revenues—Carried Interest

The Firm is entitled to receive performance-based fees in the form of carried
interest when the return in certain funds exceeds specified performance
targets. When the Firm eams carried interest from funds as specified
performance thresholds are met, that carried interest and any related general or
limited partner interest are accounted for under the equity method of
accounting and measured based on the Firm’s claim on the NAV of the fund at
the reporting date, taking into account the distribution terms applicable to the
interest held. Such items are reflected within Investments revenues.

See Note 22 for information regarding the net cumulative unrealized amount of
performance-based fee revenues at risk of reversal. See Note 14 for information
regarding general partner guarantees, which include potential obligations to
return performance fee distributions previously received.

Other Items

Revenues from certain commodities-related contracts are recognized in
Trading revenues when the Firm has transferred control over the promised
goods or services to the customer.

Receivables from contracts with customers are recognized in Customer and
other receivables in the balance sheet when the underlying performance
obligations have been satisfied and the Firm has the right per the contract to
bill the customer. Contract assets are recognized in Other assets when the Firm
has satisfied its performance obligations but customer payment is conditional
on something other than the passage of time. Contract liabilities are
recognized in Other liabilities and accrued expenses when the Firm has
collected payment from a customer based on the terms of the contract but the
underlying performance obligations are not yet satisfied.

For contracts with a termof less than one year, incremental costs to obtain the
contract are expensed as incurred. Revenues are not discounted when
payment is expected within one year.

The Firm generally presents, net within revenues, taxes assessed by a
governmental authority that are both imposed on and concurrent with a
specific revenue-producing transaction and collected by the Fim from a
custormer.

Cash and Cash Equivalents

Cash and cash equivalents consist of Cash and due from banks and interest-
bearing deposits with banks. Cash equivalents are highly liquid investments
with remaining maturities of three months or less fromthe acquisition date that
are readily convertible to cash and are not held for trading purposes.
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Cash and cash equivalents also include Restricted cash, such as cash
segregated in compliance with federal or other regulations, including minimum
reserve requirements set by the Federal Reserve Bank and other central banks,
and the Fir’s initial margin deposited with clearing organizations.

Fair Value of Financial Instruments

Instruments within Trading assets and Trading liabilities are measured at fair
value, either as required or allowed by accounting guidance. These financial
instruments primarily represent the Firm’s trading and investment positions
and include both cash and derivative products. In addition, securities
classified as Available-for-Sale (“AFS”) are measured at fair value.

Gains and losses on instruments carried at fair value are reflected in Trading
revenues, Investments revenues or Investment banking revenues in the
income statement, except for gains and losses related to AFS securities (see
“AFS Investment Securities” section herein and Note 7) and derivatives
accounted for as hedges, as well as economic derivative hedges associated
with certain held-for-sale and held-for-investment corporate loans and lending
commitments (see “Hedge Accounting” and “Other Hedges” herein and Note
6).

Interest income and interest expense are recorded within the income statement
depending on the nature of the instrument and related market conventions.
When interest is included as a component of the instruments’
fair value, interest is recorded within Trading revenues or Investments
revenues. Otherwise, it is recorded within Interest income or Interest expense.
Dividend income is recorded in Trading revenues or Investments revenues
depending on the business activity.

The fair value of OTC financial instruments, including derivative contracts
related to financial instruments and commodities, is presented in the
accompanying balance sheet on a net-by-counterparty basis, when
appropriate. Additionally, the Firmnets the fair value of cash collateral paid or
received against the fair value amounts recognized for net derivative positions
executed with the same counterparty under the same master netting
agreement.

Fair Value Option

The Firm has elected to measure certain eligible instruments at fair value,
including Securities purchased under agreements to resell, Loans and lending
commitments, equity method investments and certain other assets, Deposits,
Securities sold under agreements to repurchase, Other secured financings and
Borrowings.

Fair Value Measurement—Definition and Hierarchy

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

Fair value is a market-based measure considered from the perspective of a
market participant rather than an entity-specific measure. Therefore, even
when market assumptions are not readily available, assumptions are set to
reflect those that the Firm believes market participants would use in pricing the
asset or liability at the measurement date. Where the Firm manages a group of
financial assets, financial liabilities, and nonfinancial items accounted for as
derivatives on the basis of'its net exposure to either market risks or credit risk,
the Firm measures the fair value of that group of financial instruments
consistently with how market participants would price the net risk exposure at
the measurement date.

In determining fair value, the Firm uses various valuation approaches and
establishes a hierarchy for inputs used in measuring fair value that requires
the most observable inputs be used when available.

Observable inputs are inputs that market participants would use in pricing the
asset or liability that were developed based on market data obtained from
sources independent of the Firm. Unobservable inputs are inputs that reflect
assumptions the Firm believes other market participants would use in pricing
the asset or liability that are developed based on the best information available
in the circumstances. The fair value hierarchy is broken down into three levels
based on the observability of inputs as follows, with Level 1 being the highest
and Level 3 being the lowest level:

Level 1. Valuations based on quoted prices in active markets that the Firm has
the ability to access for identical assets or liabilities. Valuation adjustments,
block discounts and discounts for entity-specific and contractual restrictions
that would not transfer to market participants are not applied to Level 1
instruments. Since valuations are based on quoted prices that are readily and
regularly available in an active market, valuation of these products does not
entail a significant degree of judgment.

Level 2. Valuations based on quoted prices for similar assets or liabilities in
active markets, quoted prices for identical or similar assets or liabilities in
inactive markets, significant market inputs other than quoted prices that are
observable for the asset or liability, or market-corroborated inputs.

Level 3. Valuations based on inputs that are unobservable and significant to
the overall fair value measurement.

The availability of observable inputs can vary from product to product and is
affected by a wide variety of factors, including the type of product, whether
the product is new and not yet established in the marketplace, the liquidity of
markets and other characteristics particular to the product. To the extent that
valuation is based on models or inputs that are less observable or
unobservable in the market, the determination
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of fair value requires more judgment. Accordingly, the degree of judgment
exercised by the Firm in determining fair value is greatest for instruments
categorized in Level 3 of the fair value hierarchy.

The Firm considers prices and inputs that are current as of the measurement
date, including during periods of market dislocation. In periods of market
dislocation, the observability of prices and inputs may be reduced for many
instruments. This condition could cause an instrument to be reclassified from
Level 1 to Level 2 or from Level 2 to Level 3 of the fair value hierarchy.

In certain cases, the inputs used to measure fair value may fall into
different levels of the fair value hierarchy. In such cases, the total fair value
amount is disclosed in the level appropriate for the lowest level input that is
significant to the total fair value of the asset or lability.

Valuation Techniques

Many cash instruments and OTC derivative contracts have bid and ask prices
that can be observed in the marketplace. Bid prices reflect the highest price
that a party is willing to pay for an asset. Ask prices represent the lowest price
that a party is willing to accept for an asset. The Firm carries positions at the
point within the bid-ask range that meets its best estimate of fair value. For
offsetting positions in the same financial instrument, the same price within the
bid-ask spread is used to measure both the long and short positions.

Fair value for many cash instruments and OTC derivative contracts is derived
using pricing models. Pricing models take into account the contract terms, as
well as multiple inputs, including, where applicable, commodity prices, equity
prices, interest rate yield curves, credit curves, correlation, creditworthiness of
the counterparty, creditworthiness of the Firm, option volatility and currency
rates.

Where appropriate, valuation adjustments are made to account for various
factors such as liquidity risk (bid-ask adjustments), credit quality, model
uncertainty, and concentration risk and funding in order to arrive at fair value.
Adjustments for liquidity risk adjust model-derived mid-market amounts of
Level 2 and Level 3 financial instruments for the bid-mid or mid-ask spread
required to properly reflect the exit price of a risk position. Bid-mid and mid-ask
spreads are marked to levels observed in trade activity, broker quotes or other
external third-party data. Where these spreads are unobservable for the
particular position in question, spreads are derived from observable levels of
similar positions.

The Firm applies credit-related valuation adjustments to its Borrowings for
which the fair value option was elected and to OTC derivatives. The Firm
considers the impact of changes in its own credit spreads based upon
observations of the secondary bond market spreads when measuring the fair
value for Borrowings.
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For OTC derivatives, which are recognized in Trading assets at fair value in
the balance sheet, the impact of changes in both the Firm’s and the
counterparty’s credit rating is considered when measuring fair value. In
determining the expected exposure, the Firm simulates the distribution of the
future exposure to a counterparty, then applies market-based default
probabilities to the future exposure, leveraging external third-party CDS spread
data. Where CDS spread data are unavailable for a specific counterparty, bond
market spreads, CDS spread data based on the counterparty’s credit rating or
CDS spread data that reference a comparable counterparty may be utilized.
The Firm also considers collateral held and legally enforceable master netting
agreements that mitigate its exposure to each counterparty.

Adjustments for model uncertainty are taken for positions whose underlying
models are reliant on significant inputs that are neither directly nor indirectly
observable, hence requiring reliance on established theoretical concepts in
their derivation. These adjustments are derived by making assessments of the
possible degree of variability using statistical approaches and market-based
information where possible.

The Firmmay apply concentration adjustments to certain of its OTC derivative
portfolios to reflect the additional cost of closing out a particularly large risk
exposure. Where possible, these adjustments are based on observable
market information, but in many instances, significant judgment is required to
estimate the costs of closing out concentrated risk exposures due to the lack
of liquidity in the marketplace.

The Firm applies an FVA in the fair value measurements of OTC
uncollateralized or partially collateralized derivatives and in collateralized
derivatives where the terms of the agreement do not permit the reuse of the
collateral received. In general, FVA reflects a market funding risk premium
inherent in the noted derivative instruments. The methodology for measuring
FVA leverages the Firm's existing credit-related valuation adjustment
calculation methodologies, which apply to both assets and liabilities.

See Note 4 for a description of valuation techniques applied to the major
categories of financial instruments measured at fair value.

Assets and Liabilities Measured at Fair Value on a Non-recurring Basis

Certain of the Firm’s assets and liabilities are measured at fair value on a non-
recurring basis. The Firm incurs losses or gains for any adjustments of these
assets or liabilities to fair value.

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

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

Offsetting of Derivative Ins truments

In connection with its derivative activities, the Firm generally enters into
master netting agreements and collateral agreements with its counterparties.
These agreements provide the Firm with the right, in the event of a default by
the counterparty, to net a counterparty’s rights and obligations under the
agreement and to liquidate and set off cash collateral against any net amount
owed by the counterparty. Derivatives with enforceable master netting
agreements are reported net of cash collateral received and posted.

However, in certain circumstances, the Firm may not have such an agreement
in place; the relevant insolvency regime may not support the enforceability of
the master netting agreement or collateral agreement; or the Firm may not have
sought legal advice to support the enforceability of the agreement. In cases
where the Firm has not determined an agreement to be enforceable, the related
amounts are not offset (see Note 6).

The Firm’s policy is generally to receive cash and/or securities posted as
collateral (with rights of rehypothecation) in connection with derivative
transactions, irrespective of the enforceability determination regarding the
master netting and collateral agreement. In certain cases, the Firm may agree
for such collateral to be posted by the counterparty to a third-party custodian
under a control agreement that enables it to take control of such collateral in
the event of a counterparty default. The enforceability of the master netting
agreement is taken into account in the Firm’s risk management practices and
application of counterparty credit limits.

For information related to offsetting of derivatives, see Note 6.
Hedge Accounting

The Firm applies hedge accounting using various derivative financial
instruments for the following types of hedges: hedges of changes in the fair
value of assets and liabilities due to the risk being hedged (fair value hedges);
hedges of variability in forecasted cash flows from floating-rate assets due to
contractually specified interest rates (cash flow hedges) and hedges of net
investments in foreign operations whose functional currency is different from
the reporting currency of the Parent Company (net investment hedges). These
financial instruments are included within Trading assets—Derivative and
other contracts or Trading liabilitiess—Derivative and other contracts in the
balance sheet. For hedges where hedge accounting is being applied, the Firm
performs effectiveness testing and other procedures. The change in the fair
value of the designated portion of the hedging instrument should be
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highly correlated, between 80 and 125 percent of the change in the fair value,
cash flows, or carrying value (due to translation gains or losses) of the hedged
item attributable to the risk being hedged. The Firm considers the impact of
valuation adjustments related to counterparty credit spreads and its own
credit spreads to determine whether they would cause the hedging
relationship to be ineffective.

Fair Value Hedges—Interest Rate Risk

The Firm’s designated fair value hedges consist of interest rate swaps
designated as hedges of changes in the benchmark interest rate of certain
fixed-rate AFS securities and senior borrowings. The Firm also designates
interest rate swaps as fair value hedges of changes in the benchmark interest
rate of certain fixed rate deposits. The Firm is permitted to hedge the full, or
part of the contractual term of the hedged instrument. The Firm uses
regression analysis to perform an ongoing prospective and retrospective
assessment of the effectiveness of these hedging relationships. For qualifying
fair value hedges of benchmark interest rates, the change in the fair value of
the derivative, offset by the change in the fair value attributable to the change
in the benchmark interest rate risk of the hedged asset (liability), is recognized
in earings each period as a component of Interest income (expense). For AFS
securities, the change in fair value of the hedged item due to changes other
than the risk being hedged will continue to be reported in OCL. When a
derivative is de-designated as a hedge, any basis adjustment remaining on the
hedged asset (liability) is amortized to Interest income (expense) over the
remaining life of the asset (liability) using the effective interest method. For
certain AFS securities, the Firm also applies the portfolio layer method of
hedge accounting, which permits prepayable and non-prepayable assets to be
included in the portfolio and allows more of the portfolio to be hedged.
Further, the portfolio layer method of accounting requires that basis
adjustments are maintained at the portfolio level and not allocated to
individual items until certain de-designation events occur. The amount
designated as hedged is the sum of the notional amounts of all outstanding
layers in each portfolio. Refer to Note 6 and Note 7 to the financial statements
for additional information on portfolio layer method hedging.

Net Investment Hedges

The Firm uses forward foreign exchange contracts to manage a portion of the
currency exposure relating to its net investments in foreign operations. To the
extent that the notional amounts of the hedging instruments equal the portion
of the investments being hedged and the underlying exchange rate of the
derivative hedging instrument is the same as the exchange rate between the
functional currency of the investee and the intermediate parent entity’s
functional currency, it is considered to be perfectly effective. The gain or loss
from revaluing qualifying hedges of net investments in foreign operations at
the spot rate is reported within AOCIL. The forward points on the hedging
instruments are excluded from hedge effectiveness testing and changes in the
fair value of
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this excluded component are recorded currently in Interest income.
Cash Flow Hedges—Interest Rate Risk

The Firm’s designated cash flow hedges consist of interest rate derivatives
designated as hedges of variability in forecasted cash flows from floating-rate
assets due to changes in the contractually specified interest rates. The Firm
uses regression analysis to performan ongoing prospective and retrospective
assessment of the effectiveness of these hedging relationships.

The objective of this strategy is to hedge the risk of changes in the hedged
item’s cash flows attributable to changes in the contractually specified interest
rate. For qualifying cash flow hedges of contractually specified interest rates,
changes in the fair value of the derivative are recorded in OCI and
subsequently reclassified to earnings in the same periods when the hedged
item affects eamnings. If cash flow hedge accounting is discontinued, AOCI is
released into eamings immediately if the cash flow of the hedged item is
probable of not occurring. Otherwise the amount in AOCI is released into
earnings as the forecasted transaction affects eamings.

Other Hedges

In addition to hedges that are designated and qualify for hedge accounting,
the Firm uses derivatives to economically hedge credit risk associated with
certain held-for-sale and held-for-investment corporate loans and lending
commitments, and the related gains and losses are reported within Other
revenues in the income statement.

For further information on derivative instruments and hedging activities, see
Note 6.

AFS Investment Securities

AFS securities are reported at fair value in the balance sheet. Interest income,
including amortization of premiums and accretion of discounts, is included in
Interest income in the income statement. Unrealized gains are recorded in OCI,
and unrealized losses are recorded either in OCI or in Other revenues as
described below.

AFS securities in an unrealized loss position are first evaluated to determine
whether there is an intent to sell or it is more likely than not the Firm will be
required to sell before recovery of the amortized cost basis. If so, the amortized
cost basis is written down to the fair value of the security such that the entire
unrealized loss is recognized in Other revenues, and any previously
established ACL is written off.

For all other AFS securities in an unrealized loss position, any portion of
unrealized losses representing a credit loss is recognized in Other revenues
and as an increase to the ACL for AFS securities, with the remainder of
unrealized losses recognized in OCL A credit loss exists if the Firm does not
expect to recover the amortized cost basis of the security.
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When considering whether a credit loss exists, the Firm considers relevant
information, including:

guarantees (implicit or explicit) by the U.S. government;

the extent to which the fair value has been less than the amortized cost
basis;

adverse conditions specifically related to the security, its industry or
geographic area;

changes in the financial condition of the issuer of the security or, in the case
of an asset-backed debt security, changes in the financial condition of the
underlying loan obligors;

the payment structure of the debt security and the likelihood of the issuer
being able to make payments that increase in the future;

failure of the issuer of the security to make scheduled interest or principal
payments;

the current rating and any changes to the rating of the security by a rating
agency.

If a credit loss exists, the Firm measures the credit loss as the difference
between the present value of cash flows expected to be collected (discounted
at the implicit interest rate at acquisition of the security or discounted at the
effective yield for securities that incorporate changes in prepayment
assumptions) and the amortized cost basis of the security. Changes in
prepayment assumptions alone are not considered to result in a credit loss.
When estimating the present value of expected cash flows, information utilized
includes the remaining payment terms of the security, prepayment speeds,
financial condition of the issuer, expected defaults and the value of any
underlying collateral.

Presentation of ACL and Provision for Credit Losses

Provision for
ACL Credit Losses

AFS securities Contra investment securities Cther revenue

Nonaccrual & ACL Charge-offs on AFS Securities

AFS securities follow the same nonaccrual and charge-off guidance as
discussed in “Allowance for Credit Losses” herein.

HTM Securities

HTM securities are reported at amortized cost, net of any ACL, in the balance
sheet. Refer to “Allowance for Credit Losses” herein for guidance on the ACL
determination. Interest income, including amortization of premiums and
accretion of discounts on HTM securities, is included in Interest income in the
income statement.

Loans

The Firm accounts for loans based on the following categories: loans held for
investment; loans held for sale; and loans at fair value.
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Nonaccrual and ACL Charge-offs on Loans

All loan categories described below follow the same nonaccrual guidance and
loans held for investment follow the charge-off guidance as discussed in
“Allowance for Credit Losses” herein.

Loans Held for Investment

Loans held for investment are reported at amortized cost, which consists of
the outstanding principle balance adjusted for any charge-offs, the allowance
for credit losses, any unamortized deferred fees or costs for originated loans,
and any unamortized premiums or discounts for purchased loans.

Interest Income. Interest income on performing loans held for investment is
accrued and recognized as interest income at the contractual rate of interest.
Purchase price discounts or premiums, as well as net deferred loan fees or
costs, are amortized into interest income over the life of the loan to produce a
level rate of return.

Lending Commitments. The Firmrecords the liability and related expense for
the credit exposure related to commitments to fund loans. The liability is
recorded in Other liabilities and accrued expenses in the balance sheet and the
expense is recorded in the Provision for credit losses in the income statement.
For more information regarding loan commitments, standby letters of credit
and financial guarantees, see Note 14.

For more information regarding allowance for credit losses, refer to
“Allowance for Credit Losses” herein.

Loans Held for Sale

Loans held for sale are measured at the lower of amortized cost or fair value,
with valuation changes recorded in Other revenues. The Firm determines the
valuation allowance on an individual loan basis, except for residential
mortgage loans for which the valuation allowance is determined at the loan
product level. Any decreases in fair value below the initial carrying amount
and any recoveries in fair value up to the initial carrying amount are recorded
in Other revenues. Increases in fair value above initial carrying value are not
recognized.

Interest Income. Interest income on loans held for sale is accrued and
recognized based on the contractual rate of interest. Loan origination fees or
costs and purchase price discounts or premiums are deferred as an adjustment
to the loan’s cost basis until the related loan is sold and, as such, are included
in the periodic determination of the lower of cost or fair value adjustments and
the gain or loss recognized at the time of sale.

Lending Commitments. Commitments to fund mortgage loans held for sale are

derivatives and are reported in Trading assets or Trading liabilities in the
balance sheet and in Trading revenues in the income statement.
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For commitments to fund non-mortgage loans, the Firm records the liability
and related expense for the fair value exposure below cost of such
commitments in Other liabilities and accrued expenses in the balance sheet
with an offset to Other revenues in the income statement.

Because loans and lending commitments held for sale are recognized at the
lower of cost or fair value, the allowance for credit losses and charge-off
policies do not apply to these loans.

Loans at Fair Value

Loans for which the fair value option is elected are carried at fair value and
included in Trading assets in the balance sheet, with changes in fair value
recognized in earnings. For further information on loans carried at fair value
and classified as Trading assets, see Note 4.

Lending Commitments. The Firm records the liability and related expense for
the fair value exposure related to commitments to fund loans that will be
measured at fair value. The liability is recorded in Trading labilities in the
balance sheet, and the expense is recorded in Trading revenues in the income
statement.

Because such loans and lending commitments are reported at fair value, the
allowance for credit losses and charge-off policies do not apply to these loans.

For further information on loans, see Note 9. For more information regarding
loan commitments, standby letters of credit and financial guarantees, see Note
14.

Allowance for Credit Losses

The ACL for financial instruments measured at amortized cost and certain off-
balance sheet exposures (e.g., HFI loans and lending commitments, HTM
securities, customer and other receivables and certain guarantees) represents
an estimate of expected credit losses over the entire life of the financial
instrument.

Factors considered by management when determining the ACL include
payment status, fair value of collateral and expected payments of principal and
interest, as well as internal or external information relating to past events,
current conditions, and reasonable and supportable forecasts. The Firm uses
three forecasts that include assumptions about certain macroeconomic
variables, including, but not limited to, U.S. gross domestic product (“GDP”),
equity market indices and unemployment rates, as well as commercial real
estate and home price indices. At the conclusion of the Firm’s reasonable and
supportable forecast period of 13 quarters, there is a gradual reversion back to
historical averages.

The ACL is measured on a collective basis when similar risk characteristics
exist for multiple instruments, considering all available information relevant to
assessing the collectability of cash flows. Generally, the Firm applies a
probability of
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default/loss given default model for instruments that are collectively assessed,
under which the ACL is calculated as the product of probability of default,
loss given default and exposure at default. These parameters are forecast for
each collective group of assets using a scenario-based statistical model.

If the instrument does not share similar risk characteristics with other
instruments, including when it is probable that the Firm will be unable to
collect the full payment of principal and interest on the instrument when due,
the ACL is measured on an individual basis. The Firm generally applies a
discounted cash flow method for instruments that are individually assessed.

The Firm may also elect to use an approach that considers the fair value of the
collateral when measuring the ACL if the loan is collateral dependent (ic.,
repayment of the loan is expected to be provided substantially by the sale or
operation of the underlying collateral and the borrower is experiencing
financial difficulty).

Additionally, the Firm can elect to use an approach to measure the ACL that
considers the fair value of collateral where the borrower is required to, and
reasonably expected to, continually adjust and replenish the amount of
collateral securing the instrument to reflect changes in the fair value of such
collateral. The Firm has elected to use this approach for certain securities-
based loans, margin loans, securities purchased under agreements to resell
and securities borrowed.

Credit quality indicators considered in developing the ACL include:

Corporate loans, secured lending facilities, commercial real estate loans and
securities, and other loans: Internal risk ratings developed by the CRM that
are refreshed at least annually, and more frequently as necessary. These
ratings generally correspond to external ratings published by S&P. The Firm
also considers transaction structure, including type of collateral, collateral
terms and position of the obligation within the capital structure. In addition,
for commercial real estate, the Firm considers property type and location, net
operating income and LTV ratios, among other factors, as well as commercial
real estate price and credit spread indices and capitalization rates.
Residential real estate loans: Loan origination Fair Isaac Corporation
(“FICO”) credit scores as determined by independent credit agencies in the
U.S. and LTV ratios.

Employee loans: Employment status, which includes those currently
employed by the Firm and for which the Firm can deduct any unpaid
amounts due to it through certain compensation arrangements; and those
no longer employed by the Firm where such arrangements are no longer
applicable.

Qualitative and environmental factors such as economic and business
conditions, the nature and volume of the portfolio,
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and lending terms and the volume and severity of past due loans are also
considered in the ACL calculations.

Presentation of ACL and Provision for Credit Losses

Provision for
ACL Credit Losses
Held for investment loans Contra asset Provision for credit losses
Other instruments measured at amortized
cost 0(te.g., HTM securities and customer Contra asset Other revenues
and other receivables)
Compensation and benefits
Employee loans Contra asset pensexpenses
Held for investment lending commitments %ngﬂg}gnsag Provision for credit losses
Other off-balance sheet instruments (e.g., Other liabilities and
certain guarantees) o accrued expenses Other expenses

Nonaccrual

The Firm places financial instruments on nonaccrual status if principal or
interest is not expected when contractually due or is past due for a period of
90 days or more unless the obligation is well-secured and is in the process of
collection.

For any instrument placed on nonaccrual status, the Firm reverses any unpaid
interest accrued with an offsetting reduction to Interest income. Principal and
interest payments received on nonaccrual instruments are applied to principal
if there is doubt regarding the ultimate collectability of principal. If collection
of the principal is not in doubt, interest income is realized on a cash basis. If
the instrument is brought current and neither principal nor interest collection
is in doubt, instruments can generally return to accrual status, and interest
income can be recognized.

ACL Charge-offs

The principal balance of a financial instrument is charged off in the period it is
deemed uncollectible, resulting in a reduction in the ACL and in the balance of
the financial instrument in the balance sheet. Accrued interest receivable
balances that are separately recorded fromthe related financial instruments are
charged off against Interest income when the related financial instrument is
placed on nonaccrual status. Accordingly, the Firm elected not to measure an
ACL for accrued interest receivables.

Transfers of Financial Assets

Transfers of financial assets are accounted for as sales when the Firm has
relinquished control over the transferred assets. Any related gain or loss on
sale is recorded in Net revenues. Transfers that are not accounted for as sales
are treated as collateralized financings. Securities borrowed or purchased
under agreements to resell and securities loaned or sold under agreements to
repurchase are treated as collateralized financings (see Note 8).

Securities purchased under agreements to resell (“reverse repurchase

agreements”) and Securities sold under agreements to repurchase
(“repurchase agreements”),
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including repurchase and reverse repurchase agreements-to-maturity, are
carried in the balance sheet at the amount of cash paid or received plus
accrued interest except for certain reverse repurchase and repurchase
agreements for which the Firm has elected the fair value option (see Note 5).
Where appropriate, repurchase agreements and reverse repurchase
agreements with the same counterparty are reported on a net basis. Securities
borrowed and securities loaned are recorded at the amount of cash collateral
advanced or received.

In instances where the Firm is the lender in securities-for-securities
transactions and is permitted to sell or repledge these securities, the fair value
of the collateral received is reported in Trading assets, and the related
obligation to returm the collateral is reported in Trading labilities in the
balance sheet. Securities-for-securities transactions where the Firm is the
borrower are not included in the balance sheet.

In order to manage credit exposure arising from these transactions, in
appropriate circumstances, the Firm enters into master netting agreements and
collateral agreements with its counterparties. These agreements provide the
Firm with the right, in the event of a default by the counterparty, to net a
counterparty’s rights and obligations under the agreement and to liquidate
and set off collateral held by the Firm against the net amount owed by the
counterparty.

The Firm’s policy is generally to take possession of securities purchased or
borrowed in connection with reverse repurchase agreements and securities
borrowed transactions, respectively, and to receive cash and/or securities
delivered under repurchase agreements or securities loaned transactions (with
rights of rehypothecation).

For information related to offsetting of certain collateralized transactions, see
Note 8.

Premises, Equipment and Capitalized Software Costs

Premises, equipment and capitalized software costs consist of buildings,
leasehold improvements, furniture, fixtures, computer and communications
equipment, power generation assets and capitalized software (externally
purchased and developed for internal use). Premises, equipment and
capitalized software costs are stated at cost less accumulated depreciation and
amortization and are included in Other assets in the balance sheet.
Depreciation and amortization are provided by the straight-line method over
the estimated useful life of the asset.
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Estimated Useful Life of Assets

inyears Estimated Useful Life
Buildings 39
Leasehold improvements—Building term of lease to 25
Leasehold improvements—Other term of lease to 15

Fumiture and fixtures 7
Computer and communications equipment 3to9
Power generation assets 15t029

Capitalized sof tware costs 2t010

Premises, equipment and capitalized software costs are tested for impairment
whenever events or changes in circumstances suggest that an asset’s
carrying value may not be fully recoverable.

Goodwill and Intangible Assets

The Firm tests goodwill and indefinite-lived intangible assets for impairment
on an annual basis and on an interim basis when certain events or
circumstances exist. The Firm tests goodwill for impairment at the reporting
unit level, which is generally at the level of or one level below the Firm’s
operating segments. The Firm’s operating segments are equivalent to its
business segments. The Firm tests indefinite-lived intangible assets for
impairment at the aggregate level of management contracts. For both the
annual and interim tests, the Firm has the option to either (i) perform a
quantitative impairment test or (ii) first perform a qualitative assessment to
determine whether it is more likely than not that the fair value is less than its
carrying amount, in which case, the quantitative test would be performed.

When performing a quantitative impairment test of goodwill, the Firm
compares the fair value of the reporting unit with the carrying amount. If the
fair value is less than the carrying amount, the impairment loss is equal to the
excess of the carrying value over the fair value, limited to the carrying amount
of goodwill within the reporting unit.

When performing a quantitative impairment test of indefinite-lived intangible
assets, the Firm compares the fair value of the assets with the carrying
amount. If the fair value is less than the carrying amount, the impairment loss
is equal to the excess of the carrying value over the fair value, limited to the
carrying amount of the assets.

The estimated fair values used in the quantitative impairment tests of goodwill
and indefinite-lived intangible assets are derived based on valuation
techniques the Firm believes market participants would use. The estimated fair
values are generally determined by utilizing a discounted cash flow
methodology or methodologies that incorporate price-to-book and price-to-
earnings multiples of certain comparable companies for goodwill impairment
testing.

Intangible assets with a finite life are amortized over their estimated useful life

and are reviewed for impairment on an interim basis to assess whether
impairment indicators are
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present. Impairment losses are recorded within Other expenses in the income
statement.

FEarnings per Common Share

Basic EPS is computed by dividing eamings applicable to Morgan Stanley
common shareholders by the weighted average number of common shares
outstanding for the period. Earnings applicable to Morgan Stanley common
shareholders represents net income applicable to Morgan Stanley reduced by
preferred stock dividends. Common shares outstanding include common stock
and vested RSUs where recipients have satisfied the relevant vesting terms.
Diluted EPS reflects the assumed conversion of all dilutive securities.

Share-based awards, including awards that pay dividend equivalents subject
to vesting, are included in diluted shares outstanding (if dilutive) under the
treasury stock method.

The Firm has granted PSUs that vest and convert to shares of common stock
only if predetermined performance and market goals are satisfied. Since the
issuance of the shares is contingent upon the satisfaction of certain
conditions, the PSUs are included in diluted EPS based on the number of
shares (if any) that would be issuable if the reporting date was the end of the
performance period.

For further information on diluted earnings (loss) per common share, see Note
17 to the financial statements.

Deferred Compensation
Stock-Based Compensation

The Firm measures compensation expense for stock-based awards at fair
value. The Firm determines the fair value of RSUs (including PSUs with non-
market performance conditions) based on the grant-date fair value of its
common stock, measured as the volume-weighted average price on the date of
grant (“VWAP”). The fair value of RSUs not entitled to dividends until
conversion is measured at VWAP reduced by the present value of dividends
expected to be paid on the underlying shares prior to scheduled conversion
date. PSUs that contain market-based conditions are valued using a Monte
Carlo valuation model.

Compensation expense is recognized over the vesting period relevant to each
separately vesting portion of the award. Compensation expense for awards
with performance conditions is recognized based on the probable outcome of
the performance condition at each reporting date. Compensation expense for
awards with market-based conditions is recognized irrespective of the
probability of the market condition being achieved and is not reversed if the
market condition is not met. The Firmaccounts for forfeitures as they occur.

Stock-based awards generally contain clawback and cancellation

provisions. Certain awards provide the Firm discretion to claw back or cancel
all or a portion of the award
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under specified circumstances. Where award terms are considered to be
subjective, a grant date cannot be established and the awards are subject to
variable accounting which requires that compensation expense for those
awards is adjusted for changes in the fair value of the Firm’s common stock or
the relevant model valuation, as appropriate, until conversion, exercise or
expiration. Following amendments to clarify specific subjective award terms in
the second quarter of 2023, a grant date for the awards was established such
that compensation expense for those awards is no longer adjusted for changes
in the fair value of the Firm’s common stock. The Firm also operates an
Employee Stock Purchase Plan (“ESPP”) which allows eligible employees of
the Firmto purchase shares of Morgan Stanley at a discount.

Employee Stock Trusts

In connection with certain stock-based compensation plans, the Firm has
established employee stock trusts to provide, at its discretion, common stock
voting rights to certain RSU holders. Following the grant of an RSU award,
when a stock trust is utilized, the Firm contributes shares to be held in the
stock trust until the RSUs convert to common shares. The assets of the
employee stock trusts are consolidated with those of the Firm and are
generally accounted for in a manner similar to treasury stock, where the shares
of common stock outstanding reported in Common stock issued to employee
stock trusts are offset by an equal amount reported in Employee stock trusts
in the balance sheet.

The Firm uses the grant-date fair value of stock-based compensation as the
basis for recording the movement of the assets to or from the employee stock
trusts. Changes in the fair value are not recognized as the Firm’s stock-based
compensation must be settled by delivery of a fixed number of shares of the
Firm’s common stock.

Deferred Cash-Based Compensation

Compensation expense for DCP awards is calculated based on the notional
value of the award granted, adjusted for changes in the fair value of the
referenced investments that employees select. Compensation expense is
recognized over the vesting period relevant to each separately vesting portion
of deferred awards.

The Firm invests directly, as a principal, in financial instruments and other
investments to economically hedge certain of its obligations under its DCP.
Changes in the value of such investments are recorded in Trading revenues
and Investments revenues. Although changes in compensation expense
resulting from changes in the fair value of the referenced investments will
generally be offset by changes in the fair value of investments made by the
Firm, there is typically a timing difference between the immediate recognition
of gains and losses on the Firm’s investments and the deferred recognition of
the related compensation expense over the vesting period.
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Retirement-Eligible Employee Compensation

For year-end stock-based awards and DCP awards anticipated to be granted to
retirement-eligible employees under award terms that do not contain a future
service requirement, the Firm accrues the estimated cost of the awards over
the course of the calendar year preceding the grant date, which reflects the
period over which the compensation is earned.

Carried Interest Compensation

The Firm generally recognizes compensation expense for any portion of
carried interest (both realized and unrealized) that is allocated to employees.
For information on performance-based fees in the form of carried interest,
which are directly related to carried interest compensation, see “Revenue
Recognition—Carried Interest” herein.

Income Taxes

Deferred tax assets and liabilities are recorded based upon the temporary
differences between the financial statement and income tax bases of assets
and liabilities using currently enacted tax rates in effect for the year in which
the differences are expected to reverse. The effect of a change in tax rates on
deferred tax assets and liabilities is recognized in income tax expense (benefit)
in the period that includes the enactment date. Such effects are recorded in
Provision for income taxes regardless of where deferred taxes were originally
recorded.

The Firmrecognizes net deferred tax assets to the extent that it believes these
assets are more likely than not to be realized. In making such a determination,
the Firm considers all available positive and negative evidence, including
future reversals of existing taxable temporary differences, projected future
taxable income, tax planning strategies and results of recent operations. When
performing the assessment, the Firm considers all types of deferred tax assets
in combination with each other, regardless of the origin of the underlying
temporary difference. If a deferred tax asset is determined to be unrealizable, a
valuation allowance is established. If the Firm subsequently determines that it
would be able to realize deferred tax assets in excess of their net recorded
amount, it would make an adjustment to the deferred tax asset valuation
allowance, which would reduce the provision for income taxes.

The Firm recognizes tax expense associated with Global Intangible Low-Taxed
Income as it is incurred as part of the current income taxes to be paid or
refunded for the current period.

Uncertain tax positions are recorded on the basis of a two-step process,
whereby (i) the Firm determines whether it is more likely than not that the tax
positions will be sustained on the basis of the technical merits of the position
and (ii) for those tax positions that meet this threshold, the Firmrecognizes the
largest amount of tax benefit that is more likely than not to be realized upon
ultimate settlement with the related tax authority. Interest and penalties related
to unrecognized tax
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benefits are recognized as a component of the provision for income taxes.
Foreign Currencies

Assets and liabilities of operations with non-U.S. dollar functional currencies
are translated at year-end rates of exchange. Gains or losses resulting from
translating foreign currency financial statements, net of hedge gains or losses
and related tax effects, are reflected in AOCI in the balance sheet. Gains or
losses resulting from remeasurement of foreign currency transactions are
included in net income, and amounts recognized in the income statement are
translated at the rate of exchange on the respective date of recognition for
each amount.

Accounting Updates Adopted in 2024

Segment Reporting

The Firm adopted the Segment Reporting - Improvements to Reportable
Segment Disclosures accounting update retrospectively, effective January 1,
2024. This accounting update requires additional reportable segment
disclosures on an annual and interim basis, primarily about significant
segment expenses and other segment items that are regularly provided to the
chief operating decision maker and included within the reported measure of
segment profit or loss. See Note 22 to the financial statements for disclosures
on the Firm’s reportable segments.

Investments - Tax Credit Structures

The Firm adopted the Investments - Equity Method and Joint Ventures - Tax
Credit Structures accounting update on January 1, 2024 using the modified
retrospective method. This accounting update permits an election to account
for tax equity investments using the proportional amortization method if
certain conditions are met. Under the proportional amortization method, the
initial cost of the investment is amortized in proportion to the income tax
credits and other income tax benefits received and recognized net in the
income statement as a component of provision for income taxes. The update
requires a separate accounting policy election to be made for each tax credit
program. Additional disclosures are required regarding (i) the nature of our tax
equity investments and (ii) the effect of our tax equity investments and related
income tax credits on the financial condition and results of operations (see
Note 11).

The adoption resulted in a decrease to Retained earnings of $60 million as of
January 1, 2024, net of tax, and a corresponding reduction to Other assets.
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Accounting Update Adoptedin 2022

Reference Rate Reform

The Firm has adopted the Reference Rate Reform accounting update, which
extends the period of time entities can utilize the reference rate reform relief
guidance from December 31, 2022 to December 31, 2024. The relief provides
optional expedients and exceptions for applying generally accepted
accounting principles to contracts, hedging relationships and other
transactions that reference LIBOR or other interest rate benchmarks for which
the referenced rate is expected to be discontinued or replaced. The Firm is
applying the accounting relief as relevant contract and hedge accounting
relationship modifications are made during the course of the reference rate
reform transition period. There was no impact to the Firm’s financial
statements upon issuance of this accounting standard update.

3. Cash and Cash Equivalents

A At
December 31, December 31,
Sinnillions 2024 2023
Cash and due from banks $ 4,436 $ 7,323
Interest bearing deposits with banks 100,950 81,909
Total Cash and cash equivalents $ 105,386 $ 89,232
Restricted cash $ 29,643 $ 30,571

For additional information on cash and cash equivalents, including restricted
cash, see Note 2.
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4. Fair Values

Recurring Fair Value Measurements

Assets and Liabilities Measured at Fair Value on a Recurring Basis
At December 31, 2024

Sinnillions Level 1
Assets at fair value
Trading assets:
Vsl and agency $ 5443 §
Other sovereign government
obligations 25,179
State and municipal securities —
MABS -
Loans and lending commitments? —
Corporate and other debt —
Corporate equities®s 102,874
Derivative and other contracts:
Interest rate 4,154
Credit —
Foreign exchange 65
Equity 2,704
Commodity and other 1,366
Netting' (6,471)
Total derivative and other
contracts 1,818
Investments** 808
Physical commodities —
Total trading assets* 185,115
Investment securities —AFS 69,834
Total assets at fair value $ 254,949 $

Level 2

44,332 ¢

9,969
2,993
2,231
7,602
30,394
606

124,309
8,783
108,037
72,532
12,370
(251,771)

74,260
933
1,229
174,549
28,774
203,323 $

Level 3

—$
17
281
1,059
1,258
154

367
620
446

2,195

(645)

3,326
754

6,849

Netting'

—$

(40,835)
(40,835)

(40,835)

Total

98,768

35,165
2,993
2,512
8,661

31,652

103,634

128,806
9,150
108,722
75,682
15,931
(299,722)

38,569
2,495
1,229

325,678

98,608

6,849 $ (40,835) $ 424,286
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At December 31, 2024

Sinnillions Level 1 Level2  Level3  Netting' Total
Liabilities at fair value
Deposits $ —$ 6,498 $ 1% —$ 6,499
Trading liabilities:
Uégbl]—ﬁ%?;ury and agency 21,505 3 —_ — 21,508
Other sovereign government
obligations 20,724 3,712 84 — 24,520
Corporate and other debt - 9,032 1 — 9,043
Corporate equities® 60,653 95 15 — 60,763
Derivative and other contracts:
Interest rate 3,615 114,179 396 — 118,190
Credit — 9,302 270 — 9,572
Foreign exchange 147 104,793 31 — 104,971
Equity 3,241 90,639 1,594 — 95,474
Commodity and other 1,461 11,215 887 — 13,563
Netting' (6,471)  (251,771) (645)  (44,953)  (303,840)
Total derivative and other
contracts 1,993 78,357 2,533 (44,953) 37,930
Total trading liabilities 104,875 91,199 2,643 (44,953) 153,764
Securities sold under agreements to
repurchase — 512 444 — 956
Other secured financings — 14,012 76 - 14,088
Borrowings — 102,385 947 — 103,332
Total liabilities at fair value $ 104,875 $ 214,606 $ 4,111 $ (44,953) $ 278,639
At December 31, 2023
Sinnillions Level 1 Level2  Level3  Netting' Total
Pssets at fair value
Trading assets:
U Beima Y o dgeny $ 56495 87413  —$  —$ 11020
Other sovereign government
obligations 22,580 9,946 A . 32,620
State and municipal securities — 2,148 34 — 2,182
MABS — 1,540 489 — 2,029
Loans and lending commitments? — 6,122 2,066 — 8,188
Corporate and other debt — 35,833 1,983 — 37,816
Corporate equities®* 126,772 929 199 — 127,900
Derivative and other contracts:
Interest rate 7,284 140,139 784 — 148207
Credit — 10,244 393 — 10,637
Foreign exchange 12 93,218 20 — 93,250
Equity 2,169 55,319 587 — 58,075
Commodity and other 1,608 11,862 2,811 — 16,281
Netting' (7,643) (237,497) (1,082) (42915) (289,137)
Total derivative and other
contracts 3,430 73,285 3,513 (42,915) 37,313
Investments*s 781 836 49 — 2,566
Physical commodities — 736 — — 736
Total trading assets* 210,022 185,116 9,327 (42,915) 361,550
Investment securities —AFS 57,405 30,708 — — 88,113
Securities purchased under
agre s to resell — 7 — — 7

Total assets at fair value

$ 267,427 § 215831 $

9327 § (42,915)$ 449,670
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At December 31, 2023

Sinnillians Level 1 Level 2 Level 3 Netting' Total
Liabilities at fair value
Deposits $ —$% 64395 3 S —$ 64712
Trading liabilities:
VS oieasury and agency 27,708 16 — — o7
e Seacion govemment %689 395 6 — 3079
Corporate and other debt — 10,560 9 —_ 10,569
Corporate equities® 46,809 300 45 — 47,154
Derivative and other contracts:
Interest rate 8,000 120,983 857 — 138,840
Credit — 10,795 297 — 11,092
Foreign exchange % 89,880 385 — 90,361
Equity 2,411 64,794 1,689 — 68,894
Commodity and other 1,642 11,904 1,521 — 15,067
Netting' (7,643) (237,497) (1,082 (42,757)  (288,979)
Total derivative and other
contracts 4,506 69,859 3,667 (42,757) 35,275
Total trading liabilities 105,852 84,690 3,727 (42,757) 151,512
SIS Soid under 2g sto — 571 449 - 1
Other secured financings — 9,807 2 — 9,899
Borrowings — 92,022 1,878 —_ 93,900
Total liabilities at fair value $ 105852 $ 193529 $ 6179 $ (42757)$ 262,803
MABS—Vbrt and asset-backed securities

gage-
1. For positions with the same counterparty that cross over the levels of the fair value hierarchy,
both counterparty netting and cash collateral netting are included in the column titled “Netting.”
Positions classified within the same level that are with the same counterparty are netted within
that level. For further information on derivative instruments and hedging activities, see Note 6.
For a further breakdown by type, see the following Detail of Loans and ing Commitments at
Fair Value table.
For trading purposes, the Firm holds or sells short equity securities issued by entities in diverse
industries and of varying sizes.
4. Amounts exclude certain investments that are measured based on NAV per share, which are not
classified in the fair value hierarchy. For additional disclosure about such investments, see “Net
Asset Value Measurements” herein.
At December 31, 2024 and December 31, 2023, the Firm's Trading assets included an
insignificant_amount of equity securities subject to contractual sale restrictions that generally
prohibit the Firm from selling the security for a period of time as of the measurement date.

w N

o

Detail of Loans and Lending Commitments at Fair Value

A At
December 31, 2024 December 31, 2023

Sinnillions

Commercial real estate $ 498 $ 422
Residential real estate 1,922 2,909
Securities-based lending and Other loans 6,241 4,857
Total $ 8,661 $ 8,188

Unsettled Fair Value of Futures Contracts*

A At
December 31, 2024 December 31, 2023
1,914 § 1,062

Sinnillions
Customer and other receivables, net $

1. These contracts are primarily Level 1, actively traded, valued based on quoted prices from the
exchange and are excluded from the previous recurring fair value tables.
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Valuation Techniques for Assets and Liabilities Measured at Fair Value on a
Recurring Basis

US. Treasury and Agency Securities
U.S. Treasury Securities

Valuation Technique:

« Fair value is determined using quoted market prices.

Valuation Hierarchy Classification:

 Level 1—as inputs are observable and in an active market

U.S. Agency Securities

Valuation Techniques:

» Non-callable agency-issued debt securities are generally valued using
quoted market prices, and callable agency-issued debt securities are valued
by benchmarking model-derived prices to quoted market prices and trade
data for comparable instruments.

 The fair value of agency mortgage pass-through pool securities is model-
driven based on spreads of comparable to-be-announced securities.

* CMOs are generally valued using quoted market prices and trade data
adjusted by subsequent changes in related indices for comparable
instruments.

Valuation Hierarchy Classification:

* Level 1—on-the-run agency issued debt securities if actively traded and
inputs are observable

» Level 2—all other agency issued debt securities, agency mortgage pass-
through pool securities and CMOs if actively traded and inputs are
observable

* Level 3—in instances where the trading activity is limited or inputs are
unobservable

Other Sovereign Government Obligations

Valuation Techniques:

 Fair value is determined using quoted prices in active markets when
available. When not available, quoted prices in less active markets are
used. In the absence of position-specific quoted prices, fair value may be
determined through benchmarking from comparable instruments.

Valuation Hierarchy Classification:

* Level I—ifactively traded and inputs are observable

« Level 2—if'the market is less active or prices are dispersed

 Level 3—in instances where the prices are unobservable

State and Municipal Securities

Valuation Techniques:

« Fair value is determined using recently executed transactions, market price
quotations or pricing models that factor in, where applicable, interest rates,
bond or CDS spreads, adjusted for any basis difference between cash and
derivative instruments.

Valuation Hierarchy Classification:

 Level 2—if value based on observable market data supported by market
liquidity for comparable instruments

« Level 3—in instances where market data are not observable or supported
by market liquidity
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Mortgage- and Asset-Backed Securities

Valuation Techniques:

* Mortgage- and asset-backed securities may be valued based on price or
spread data obtained from observed transactions or independent external
parties such as vendors or brokers.

* When position-specific external price data are not observable, the fair value
determination may require benchmarking to comparable instruments,
and/or analyzing expected credit losses, default and recovery rates, and/or
applying discounted cash flow techniques. When evaluating the
comparable instruments for use in the valuation of each security, security
collateral-specific ~ attributes, including payment priority, credit
enhancement levels, type of collateral, delinquency rates and loss severity,
are considered. In addition, for RMBS borrowers, FICO scores and the
level of documentation for the loan are considered.

Market standard cash flow models may be utilized to model the specific

collateral composition and cash flow structure of each transaction. Key

inputs to these models are market spreads, forecasted credit losses, and

default and prepayment rates for each asset category.

Valuation levels of RMBS and CMBS indices are used as an additional data

point for benchmarking purposes or to price outright index positions.

Valuation Hierarchy Classification:

* Level 2—if value based on observable market data supported by market
liquidity for comparable instruments

* Level 3—if external prices or significant spread inputs are unobservable or
not supported by market liquidity or if the comparability assessment
involves significant subjectivity related to property type differences, cash
flows, performance or other inputs

Loans and Lending Commitments

Valuation Techniques:

* Fair value of corporate loans is determined using recently executed
transactions, market price quotations (where observable), implied yields
from comparable debt, market observable CDS spread levels obtained from
independent external parties adjusted for any basis difference between
cash and derivative instruments, along with proprietary valuation models
and default recovery analysis where such transactions and quotations are
unobservable.

Fair value of contingent corporate lending commitments is determined by
using executed transactions on comparable loans and the anticipated
market price based on pricing indications from syndicate banks and
customers. The valuation of loans and lending commitments also takes into
account fee income that is considered an attribute of the contract.

Fair value of mortgage loans is determined using observable prices based
on transactional data or third-party pricing for comparable instruments,
when available.

Where position-specific external prices are not observable, fair value is
estimated based on benchmarking to prices and rates observed in the
primary market for similar loan
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or borrower types or based on the present value of expected future cash
flows using the Firm’s best available estimates of the key assumptions,
including forecasted credit losses, prepayment rates, forward yield curves
and discount rates commensurate with the risks involved or a methodology
that utilizes the capital structure and credit spreads of recent comparable
securitization transactions.

« Fair value of equity margin loans is determined by discounting future
interest cash flows, net of potential losses resulting from large downward
price movements of the underlying margin loan collateral. The potential
losses are modeled using the margin loan rate, which is calibrated from
market observable CDS spreads, implied debt yields or volatility metrics of
the loan collateral.

Valuation Hierarchy Classification:

 Level 2—if value based on observable market data supported by market
liquidity for comparable instruments

* Level 3—in instances where prices or significant spread inputs are
unobservable or not supported by market liquidity or if the comparability
assessment involves significant subjectivity

Corporate and Other Debt
Corporate Bonds

Valuation Techniques:

* Fair value is determined using recently executed transactions, market price
quotations, bond spreads and CDS spreads obtained from independent
external parties, such as vendors and brokers, adjusted for any basis
difference between cash and derivative instruments.

» The spread data used is for the same maturity as the bond. If the spread
data does not reference the issuer, then data that references comparable
issuers are used. When position-specific external price data is not
observable, fair value is determined based on either benchmarking to
comparable instruments or cash flow models with yield curves, bond or
single-name CDS spreads and recovery rates or loss given default as
significant inputs.

Valuation Hierarchy Classification:

e Level 2—if value based on observable market data for comparable
instruments

e Level 3—in instances where prices or significant spread inputs are
unobservable or if the comparability assessment involves significant
subjectivity

CDOs

Valuation Techniques:

e The Firm holds cash CDOs that typically reference a tranche of an
underlying synthetic portfolio of single-name CDS spreads collateralized
by corporate bonds (“CLN”) or cash portfolio of ABS/loans (“asset-
backed CDOs™).

* Credit correlation, a primary input used to determine the fair value of CLNs,
is usually unobservable and derived using a benchmarking technique.
Other model inputs, such as credit spreads, including collateral spreads
and interest rates, are typically observable.

» Asset-backed CDOs are valued based on an evaluation of the market and
model input parameters sourced from comparable instruments as indicated
by market activity.
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Each asset-backed CDO position is evaluated independently taking into
consideration available comparable market levels, underlying collateral
performance and pricing, deal structures and liquidity.

Valuation Hierarchy Classification:

* Level 2—when either comparable market transactions are observable or
credit correlation input is insignificant

* Level 3—when either comparable market transactions are unobservable or
the credit correlation input is significant

Equity Contracts with Financing Features
Valuation Techniques:

* Fair value of certain equity contracts, which are not classified as OTC
derivatives because they do not meet the net investment criteria, is
determined by discounting future interest cash flows, inclusive of the
estimated value of the embedded optionality. The valuation uses the same
derivative pricing models and valuation techniques as described under
“OTC Derivative Contracts” herein.

Valuation Hierarchy Classification:

* Level 2—when the contract is valued using observable inputs or where the
unobservable input is not deemed significant

* Level 3—when the contract is valued using an unobservable input that is
deemed significant

Corporate Equities
Valuation Techniques:
* Exchange-traded equity securities are generally valued based on quoted
prices fromthe exchange.
Unlisted equity securities are generally valued based on an assessment of
each security, considering rounds of financing and third-party
transactions, discounted cash flow analyses and market-based information,
including comparable transactions, trading multiples and changes in market
outlook, among other factors.
Listed fund units are generally marked to the exchange-traded price if
actively traded, or to NAV if not. Unlisted fund units are generally marked
to NAV.
Valuation Hierarchy Classification:
¢ Level —actively traded exchange-traded securities and fund units
* Level 2—if not actively traded, inputs are observable or if undergoing a
recent M&A event or corporate action
» Level 3—ifnot actively traded, inputs are unobservable or if undergoing an
aged M&A event or corporate action

Derivative and Other Contracts
Exchange-Traded Derivative Contracts
Valuation Techniques:
+ Exchange-traded derivatives that are actively traded are valued based on
quoted prices fromthe exchange.
+ Exchange-traded derivatives that are not actively traded are valued using
the same techniques as those applied to OTC derivatives as noted below.
Valuation Hierarchy Classification:
¢ Level —when actively traded
* Level 2—when not actively traded

97

Morgan Stanley

OTC Derivative Contracts

Valuation Techniques:

* OTC derivative contracts include forward, swap and option contracts
related to interest rates, foreign currencies, credit standing of reference
entities, equity prices or commodity prices.

» Depending on the product and the terms of the transaction, the fair value
of OTC derivative products can be modeled using a series of techniques,
including closed-form analytic formulas, such as the Black-Scholes option-
pricing model, simulation models or a combination thereof. Many pricing
models do not entail material subjectivity as the methodologies employed
do not necessitate significant judgment since model inputs may be
observed from actively quoted markets, as is the case for generic interest
rate swaps, many equity, commodity and foreign currency option
contracts, and certain CDS. In the case of more established derivative
products, the pricing models used by the Firm are widely accepted by the
financial services industry.

* More complex OTC derivative products are typically less liquid and require
more judgment in the implementation of the valuation technique since
direct trading activity or quotes are unobservable. This includes certain
types of interest rate derivatives with both volatility and correlation
exposure, equity, commodity or foreign currency derivatives that are either
longer-dated or include exposure to multiple underlyings, and credit
derivatives, including CDS on certain mortgage- or asset-backed securities
and basket CDS. Where required inputs are unobservable, relationships to
observable data points, based on historical and/or implied observations,
may be employed as a technique to estimate the model input values. For
further information on the valuation techniques for OTC derivative
products, see Note 2.

Valuation Hierarchy Classification:

e Level 2—when valued using observable inputs supported by market
liquidity or where the unobservable input is not deemed significant

 Level 3—when valued using observable inputs with limited market liquidity
or if an unobservable input is deemed significant

Inves tments

Valuation Techniques:

* Investments include direct investments in equity securities, as well as
various investment management funds, which include DCP investments.

« Exchange-traded direct equity investments are generally valued based on
quoted prices fromthe exchange.

e For direct investments, initially, the transaction price is generally
considered by the Firmas the exit price and is its best estimate of fair value.

« After initial recognition, in determining the fair value of non-exchange-
traded internally and externally managed funds, the Firm generally
considers the NAV of the fund provided by the fund manager to be the
best estimate of fair value. These investments are included in the Fund
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Interests table in the “Net Asset Value Measurements™ section herein.

* For non-exchange-traded investments either held directly or held within
internally managed funds, fair value after initial recognition is based on an
assessment of each underlying investment, considering rounds of
financing and third-party transactions, discounted cash flow analyses and
market-based information, including comparable Firm transactions, trading
multiples and changes in market outlook, among other factors.

Valuation Hierarchy Classification:

¢ Level I—if actively traded

* Level 2—when not actively traded and valued based on rounds of
financing or third-party transactions

* Level 3—when not actively traded and rounds of financing or third-party
transactions are not available

Physical Commodities
Valuation Techniques:
* Fair value is determined using observable inputs, including broker
quotations and published indices.
Valuation Hierarchy Classification:
¢ Level 2—valued using observable inputs

Investment Securities—AFS Securities

Valuation Techniques:

» AFS securities are composed of U.S. government and agency securities
(e.g., U.S. Treasury securities, agency-issued debt, agency mortgage pass-
through securities and CMOs), CMBS, ABS, state and municipal securities.
For further information on the determination of fair value, refer to the
corresponding asset/liability Valuation Technique described herein for the
same instruments.

Valuation Hierarchy Classification:

» For further information on the determination of valuation hierarchy
classification, see the corresponding Valuation Hierarchy Classification
described herein.

Deposits

Valuation Techniques:

» The Firm issues FDIC-insured certificates of deposit that pay either fixed
coupons or that have repayment terms linked to the performance of debt or
equity securities, indices or currencies. The fair value of these certificates of
deposit is determined using valuation models that incorporate observable
inputs referencing identical or comparable securities, including prices to
which the deposits are linked, interest rate yield curves, option volatility and
currency rates, equity prices, and the impact of the Firm’s own credit
spreads, adjusted for the impact of the FDIC insurance, which is based on
vanilla deposit issuance rates.

Valuation Hierarchy Classification:

* Level 2—when valuation inputs are observable

* Level 3—in instances where an unobservable input is deemed significant
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Securities Purchased under Agreements to Resell and Securities Sold under

Agreements to Repurchase

Valuation Techniques:

* Fair value is computed using a standard cash flow discounting
methodology.

» The inputs to the valuation include contractual cash flows and collateral
funding spreads, which are the incremental spread over the OIS rate for a
specific collateral rate (which refers to the rate applicable to a specific type
of security pledged as collateral).

Valuation Hierarchy Classification:

* Level 2—when the valuation inputs are observable and supported by market
liquidity

* Level 3—in instances where the valuation input is observable but not
supported by market liquidity or if an unobservable input is deemed
significant

Other Secured Financings

Valuation Techniques:

* Other secured financings are composed of short-dated notes secured by
Corporate equities, agreements to repurchase Physical commodities, the
liabilities related to sales of Loans and lending commitments accounted for
as financings, and secured contracts that are not classified as OTC
derivatives because they fail net investment criteria. For further information
on the determination of fair value, refer to the Valuation Techniques
described herein for the corresponding instruments, which are the collateral
referenced by the other secured financing lability.

Valuation Hierarchy Classification:

» For further information on the determination of valuation hierarchy
classification, see the Valuation Hierarchy Classification described herein for
the corresponding instruments, which are the collateral referenced by the
other secured financing liability.

Borrowings

Valuation Techniques:
* The Firm carries certain borrowings at fair value that are primarily composed
of: instruments whose payments and redemption values are linked to the
performance of a specific index, a basket of stocks, a specific equity
security, a commodity, a credit exposure or basket of credit exposures; and
instruments with various interest rate-related features, including step-ups,
step-downs and zero coupons. Also included are unsecured contracts that
are not classified as OTC derivatives because they fail initial net investment
criteria.
Fair value is determined using valuation models for the derivative and debt
portions of the instruments. These models incorporate observable inputs
referencing identical or comparable securities, including prices to which the
instruments are linked, interest rate yield curves, option volatility and
currency rates, and commodity or equity prices.
* Independent, external and traded prices are considered, as well as the impact
of the Firm’s own credit spreads, which are based on observed secondary
bond market spreads.
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Valuation Hierarchy Classification:

* Level 2—when valued using observable inputs or where the unobservable

input is not deemed significant

* Level 3—in instances where an unobservable input is deemed significant

Roliforward of Level 3 Assets and Liabilities Measured at Fair Value on a

Recurring Basis

Sinnillians 2024 2023 2022
U.S. Treasury and agency securities

Beginning balance —$ 17 $ 2
Realized and unrealized gains (losses) — — (€]
Purchases — — 14
Sales — (10) V)
Net transfers — 7) 5
Ending balance —$ — 93 17
Unrealized gains (losses) -3 —$ 1)
Other sovereign government obligations

Beginning balance 7 169 $ 211
Realized and unrealized gains (losses) (12) 5 5)
Purchases 4 38 116
Sales — (86) (107)
Net transfers (69) (32 (46)
Ending balance 17 $ A $ 169
Unrealized gains (losses) 99 2$ (14)
State and municipal securities

Beginning balance 4% 145 $ 13
Realized and unrealized gains (losses) — — 4)
Purchases — 9 N
Sales (29) ®) 82)
Net transfers (5) (114) 127
Ending balance — 3 4 $ 145
Unrealized gains (losses) —% J— —
MABS

Beginning balance 489 $ 416 $ 344
Realized and unrealized gains (losses) 9 2 (342)
Purchases 83 232 511
Sales (121) (165) (130)
Net transfers (179) 8 33
Ending balance 281 $ 489 $ 416
Unrealized gains (losses) (16) $ (14)$ 2
Loans and lending commitments

Beginning balance 2,066 $ 2017 $ 3,806
Realized and unrealized gains (losses) (15) (189) (80)
Purchases and originations 235 1,502 793
Seles (674) @77 (740)
Settlements (221) (843) (1,526)
Net transfers (332) 56 (236)
Ending balance 1,00 $ 2066 $ 2017
Unrealized gains (losses) (15)$ (76) $ 29
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Sinnillions 2024 2023 2022
Corporate and other debt
Beginning balance $ 1,983 $ 2,096 $ 1,973
Realized and unrealized gains (losses) (72) 145 456
Purchases and originations 602 623 1,165
Sales (631) (684  (1889)
Settlements (84) (33) (27)
Net transfers (540) (184) 418
Ending balance $ 1,258 $ 1,983 $ 2,096
Unrealized gains (losses) $ 55 $ (100 $ 160
Corporate equities
Beginning balance $ 199 $ 116 $ 115
Realized and unrealized gains (losses) (119) 12 97)
Purchases 40 85 73
Sales (16) 1) (22
Net transfers 50 27 47
Ending balance $ 154 $ 199 § 116
Unrealized gains (losses) $ 44)$ 9% 11
Investments
Beginning balance $ 99 $ 923 $ 1,125
Realized and unrealized gains (losses) 33 35 (409)
Purchases 62 158 63
Sales (288) (183) (107)
Net transfers 2 16 251
Ending balance $ 754 $ a9 $ 923
Unrealized gains (losses) $ (32 % 27 $ (397)
Investment securities—AFS
Beginning balance $ —$ 35S —
Realized and unrealized gains (losses) — — 3)
Sales — (32) —
Net transfers — 3) 38
Ending balance $ — $ —$ 35
Unrealized gains (losses) $ —$ —$ 3)
Net derivatives: Interest rate
Beginning balance $ (73)$ (151) $ 708
Realized and unrealized gains (losses) 126 (336) 643)
Purchases 59 140 1
Issuances ) (43) —
Settlements (175) 241 (92)
Net transfers 19 76 (125)
Ending balance $ (53) $ (73) $ (151)
Unrealized gains (losses) $ (53) $ (210) $ (327)
Net derivatives: Credit
Beginning balance $ % $ 110 $ 98
Realized and unrealized gains (losses) (30) 5 84
Purchases — — 5
Issuances — — (10)
Settlements 32 @1 ©1)
Net transfers ™) 2 ©)
Ending balance $ 97 $ % $ 110
Unrealized gains (losses) $ @ns 23 70
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$innillions 2024 2023 2022 Sinnillions 2024 2023 2022
Net derivatives: Foreign exchange Other secured financings
Beginning balance (365) $ 66 $ 52 Beginning balance $ RS 9N$ 403
Realized and unrealized gains (losses) 874 (290) 8) Realized and unrealized losses (gains) (14) 5 ©)
Purchases — — 1 Sales (21) — —
Issuances — o) _ Issuances 112 83 39
Settlements (25) (15) (46) Settlements (113) (99 (342)
Net transfers 105 (125) 67 Net transfers 20 12 3)
Ending balance 589 $ (365) $ 66 Ending balance $ 76 $ R $ 91
Unrealized gains (losses) 728 $ @mns 43 Unrealized losses (gains) $ (14)$ 5% ®)
Net derivatives: Equity Borrowings
Beginning balance (1,102)$ (736) $ (945) Beginning balance $ 1,878 $ 1,587 $ 2,157
Realized and unrealized gains (losses) 225 ©1) 201 Realized and unrealized losses (gains) 4 219 (133)
Purchases 214 21 77 Issuances 288 708 513
Issuances (710) (572) (339) Settlements (255) (391) (285)
Settlements 132 87 48 Net transfers (968) (245) (665)
Net transfers 93 1) (78) Ending balance $ 947 $ 1878% 1587
Ending balance (1,148)$  (1,102) $ (736) Unrealized losses (gains) $ 16 $ 182 $ (138)
Unrealized gairs (losses) 8$  (00$ 38 P reasos, 225 (gains) recorded in OCI— 7 2 3
Net derivatives: Commodity and other
Beginning balance 1,290 $ 1,083 $ 1,529
Realized and unrealized gains (losses) (1,361) 910 315 Level 3 instruments may be hedged with instruments classified in Level 1 and
Purchases 87 78 185 Level 2. The realized and unrealized gains or losses for assets and liabilities
Issuances (153) (136) (210) within the Level 3 category presented in the previous tables do not reflect the
Settlements 1,336 (701) (510) related realized and unrealized gains or losses on hedging instruments that
Net transfers 109 56 (226) have been classified by the Firm within the Level 1 and/or Level 2 categories.
Ending balance 1,308 $ 1,290 $ 1,083
Unrealized gains (losses) (142) $ 243 $ (935) The unrealized gains (losses) during the period for assets and liabilities within
Deposits the Level 3 category may include changes in fair value during the period that
Beginning balance B 208 67 were attributable to both observable and unobservable inputs. Total realized
Realized and unrealized losses (gains) - 1 — and unrealized gains (losses) are primarily included in Trading revenues in the
Issuances — 25 1" income statement.
Settlements — — )
Net transfers (32) (13) (55) Additionally, in the previous tables, consolidations of VIEs are included in
Ending balance 19 33 3 20 Purchases, and deconsolidations of VIEs are included in Settlements.
Unrealized losses (gains) —$ 1% —_
Nonderivative trading liabilities Significant Unobservable Inputs Used in Recurring and Nonrecurring Level
Beginning balance 60 $ 74 $ 61 3 Fair Value Measurements
Realized and unrealized losses (gains) (27) 8 (86)
Purchases (27) (38) (35) Valuation Techniques and Unobservable Inputs
Sales 101 2 %8 Balance / Range (Average)
Net transfers 3 ®) “1 $ in millions, except inputs At December 31, 2024 At December 31, 2023
Ending balance 110 $ 60 $ 74 PAssets at Fair Value on a Recurring Basis
Unrealized losses (gains) 21$ 8$ 17 Other sovereign government
Securities sold under agreements to repurchase obligations . $ 78 A
Beginning belance 495 5123 651 Comparable pricing:
Realized and unrealized losses (gains) ® 2 ® MpBé)rswd price . 45 to 104 points (75 po;;:S)$ 61 to 110 points (87 pa4;tgs)
Issuances — 1 17 Comparable pricing:
Settlements — 9) (22 Bond price 27 to 98 points (67 points) 0 to 88 points (61 points)
Net transfers — (67) (126)
Ending balance 444 $ 449 $ 512
Unrealized losses (gains) 5% 2$ —
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Balance / Range (Average') Balance / Range (Average')

$ in millions, except inputs

Loans and lending

At December 31, 2024

At December 31, 2023

$ in millions, except inputs

At December 31, 2024

At December 31, 2023

Liabilities at Fair Value on a Recurring Basis

commitments $ 1,059 $ 2,066 Securities sold under
Margin loan model: agreements to repurchase $ 444 3 449

Margin loan rate 1% to 4% (3%) 2% to 4% (3%) Discounted cash flow:

Comparable pricing: Funding spread 11 to 102 bps (36 / 26 bps) 28 to 135 bps (79 bps)

Loan price 49 to 102 points (90 points) 85 to 102 points (98 points) Other secured financings $ 76 $ R
Corporate and Comparable pricing:

otherdebt $ 1,258 $ 1,983 Loan price 0 to 100 points (33 points) 22 to 101 points (76 points)
Comparalb|e pricing: Borrowings $ 947 $ 1,878

Bond price 28 to 130 points (83 points) 28 to 135 points (82 points) Option model:
Discounted cash flow: Equity volatility 7% to 71% (21%) 6% to 69% (13%)

Loss given default 54% to 84% (62% / 54%) 54% to 84% (627 / 54%) Eqity volatility skew 2% to 0% (0%) 2% to 0% (0%)
Corporate eqy{tlt# $ 154 § 199 Equity correlation 53% to 64% (58%) 41% to 97% (79%)
c%np_etxram_z pricing: 0% 100 Equity - FX correlation -52% to 24% (-12%) -65% to 40% (-30%)

quity prce o o IR curve correlation N/M 50% to 89% (71% / 70%)

Investments $ 754 $ 949 ) .

" Credit default swap model:
Discounted cash flow: Cracit spread

WACC 12% to 21% (16%) W%t 18% (17%) R 247 to 433 bps (340 bps) NM

Exit multiple 9 to 10 times (10 times) 9to 17 times (15 times) iscounted cash Tlow.
Market approach: Loss given default 54% to 84% (62% | 54%) 54% to 84% (62% / 54%)

EBITDA multiple 20 times 22 times Nonrecurring Fair Value Measurement

- Loans $ 4518 $ 4,532

Comparable pricing: e loan .

Equity price 24% to 100% (84%) 24% o 100% (86%) Credit spread 109 to 1,469 bps (1,007 bps) 99 to 1,467 bps (1,015 bps)
Net derivative and other contracts: Comparable pricing:
Interest rate $ (53) $ (73) . ’ . . . .

i . Loan price 25 to 100 points (71 points) 25 to 93 points (70 points)
ql)tll?o:]/datilit); skew 1210 OT% (B1% 1 79%)  T0%10 100% (B1%/ Q%) ' arehouse modek
o o o 0] 0 0 0 0, ”

IR curve correlation 28% to 99% (83%/ 86%)  49%t0 99% (T7%/ 79%) Creit spread 207 to 280 bps (254 bps) 11510 268 bps (185 bps)

Bond volatility 78% to 148% (92% / 92%) 79% to 85% (82% / 85%) Points—Percentage of par

Inflation volatility 30% to 68% (44% / 38%) 27%t0 70% (43% / 39%) IR—Interest rate
Credit $ 97 $ % FX—Foreign exchange

! . A single amount is disclosed for range average e is no significant difference
1. A singl nt is disclosed fi and when there i ignificant diff
Credit default swap model: between the minimum, maximum and average. Amounts represent weighted averages except

Cash-synthetic basis 7 points 7 points where simple av and the median of the inputs are more relevant.

Bond price 0 to 90 points (48 points) 0to 92 points (46 points) 2. Includes derivative contracts with multiple risks (i.e., hybrid products).

Credit spread 10 to 360 bps (90 bps) 10 to 404 bps (94 bps)

Funding spread 10 to 590 bps (76 bps) 18 to 590 bps (67 bps) The previous table provides information on the valuation techniques,
Fo(;i:f’" exc'_“mgez $ 59 $ (365) significant unobservable inputs, and the ranges and averages for each major

IR curve 5% to 10% (8% / 8%) 2% to 26% (7% 5%) category _of asser apd ha"bﬂlt.les measured at fair value on a recurring a'nd

Foreign exchange volatility skew NIM 3% to 12% (2% 0%) nonrecurring basis with a significant Level 3 balance. The lf?vel of aggregation

Contingency probability 90% to 95% (91% / 95%) 95% and breadth of products cause the range of inputs to be wide and not evenly
Equity? $ (1,148) § (1,102) distributed across the inventory of financial instruments. Further, the range of
Option model: . . unobservable inputs may differ across firms in the financial services industry

Ecuity volatiity 7% to 98% (20%) 6% to 97% (23%) because of diversity in the types of products included in each firm’s

Equity voltilty skew 2% to 0% (-1%) 1%t0 0% (0%) inventory. Generally, there are no predictable relationships between multiple

Equity correlation 20% to 94% (58%) 25% to 97% (49%) 1ventory. Y, ther p ! ps ¢ utp

FX correlation -68% to 60% (-36%) 79% to 40% (-28%) significant unobservable inputs attributable to a given valuation technique.

IR correlation NIM 10% to 30% (15%) ) o . o
Commodity and other $ 1,308 $ 1,290 During 2024, there were no significant revisions made to the descriptions of
Option model: the Firm’s significant unobservable inputs.

Forward power price $0 to $185 ($48) per MWh $0 to $220 ($49) per MWh

Commodity volatiity 0% to 165% (37%) 8%t0 123% (31%) An increase (decrease) to the following significant unobservable inputs would

Cross-commodity correlation 54% to 100% (94%) 54% to 100% (94%) generally result in a higher (lower) fair value.
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Comparable Bond or Loan Price. A pricing input used when prices for the
identical instrument are not available. Significant subjectivity may be
involved when fair value is determined using pricing data available for
comparable instruments. Valuation using comparable instruments can be
done by calculating an implied yield (or spread over a liquid benchmark)
from the price of a comparable bond or loan, then adjusting that yield (or
spread) to derive a value for the bond or loan. The adjustment to yield (or
spread) should account for relevant differences in the bonds or loans, such
as maturity or credit quality. Alternatively, a price-to-price basis can be
assumed between the comparable instrument and the bond or loan being
valued in order to establish the value of the bond or loan.

Comparable Equity Price. A price derived from equity raises, share
buybacks and external bid levels, etc. A discount or premium may be
included in the fair value estimate.

Contingency Probability. Probability associated with the realization of an
underlying event upon which the value of an asset is contingent.

EBITDA Multiple/Exit Multiple. The ratio of enterprise value to EBITDA,
where enterprise value is the aggregate value of equity and debt minus cash
and cash equivalents. The EBITDA multiple reflects the value of a company
in terms of its full-year EBITDA, whereas the exit multiple reflects the value
of a company in terms of its full-year expected EBITDA at exit. Either
multiple allows comparison between companies from an operational
perspective as the effect of capital structure, taxation and
depreciation/amortization is excluded.

An increase (decrease) to the following significant unobservable inputs would
generally result in a lower (higher) fair value.

Cash-Synthetic Basis. The measure of the price differential between cash
financial instruments and their synthetic derivative-based equivalents. The
range disclosed in the previous table signifies the number of points by
which the synthetic bond equivalent price is higher than the quoted price of
the underlying cash bonds.

Funding Spread. The cost of borrowing defined as the incremental spread
over the OIS rate for a specific collateral rate (which refers to the rate
applicable to a specific type of security pledged as collateral).

Loss Given Default. Amount expressed as a percentage of par that is the
expected loss when a credit event occurs.

Margin Loan Rate. The annualized rate that reflects the possibility of losses
as a result of movements in the price of the underlying margin loan
collateral. The rate is calibrated fromthe discount rate, credit spreads and/or
volatility measures.

December 2024 Form 10-K.
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* WACC. WACC represents the theoretical rate of return required to debt and
equity investors. The WACC is used in a discounted cash flow model that
calculates the value of the equity. The model assumes that the cash flow
assumptions, including projections, are fully reflected in the current equity
value, while the debt to equity ratio is held constant.

An increase (decrease) to the following significant unobservable inputs would
generally result in an impact to the fair value, but the magnitude and direction
of the impact would depend on whether the Firmis long or short the exposure.

 Correlation. A pricing input where the payoft is driven by more than one
underlying risk. Correlation is a measure of the relationship between the
movement of two variables (i.e., how the change in one variable influences a
change in the other variable).

* Credit Spread. The credit spread reflects the additional net yield an investor
can earn froma security with more credit risk relative to one with less credit
risk. The credit spread of a particular security is often quoted in relation to
the yield on a credit risk-free benchmark security or reference rate.

* Interest Rate Curve. The term structure of interest rates (relationship
between interest rates and the time to maturity) and a market’s measure of
future interest rates at the time of observation. An interest rate curve is used
to set interest rate and foreign exchange derivative cash flows and is a
pricing input used in the discounting of any OTC derivative cash flow.

.

Volatility. The measure of variability in possible returns for an instrument
given how much that instrument changes in value over time. Volatility is a
pricing input for options, and, generally, the lower the volatility, the less
risky the option. The level of volatility used in the valuation of a particular
option depends on a number of factors, including the nature of the risk
underlying that option, the tenor and the strike price of the option.

Volatility Skew. The measure of the difference in implied volatility for
options with identical underliers and expiry dates but with different strikes.

Net Asset Value Measurements

Fund Interests

At December 31, 2024 At December 31, 2023

Sinnillions C\e}gyuleng Commitment C\a/g?luleng Commitment
Private equity and other ¢ 2,653 $ 644 $ 2,685 $ 720
Real estate 3,461 214 2,765 240
Hedge 92 2 74 3
Total $ 6,206 $ 860 $ 5524 $ 963

Amounts in the previous table represent the Firm’s carrying value of general
and limited partnership interests in fund
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investments, as well as any related performance-based income in the form of
carried interest. The carrying amounts are measured based on the NAV of the
fund taking into account the distribution terms applicable to the interest held.
This same measurement applies whether the fund investments are accounted
forunder the equity method or fair value.

Private Equity and Other. Amounts include private equity, private credit and
other funds that pursue multiple strategies, including leveraged buyouts,
venture capital, infrastructure growth capital, distressed investments and
mezzanine capital. In addition, the funds may be structured with a focus on
specific geographic regions.

Real Estate. Funds that invest in real estate assets such as commercial office
buildings, retail properties, multifamily residential properties, developments or
hotels. In addition, the funds may be structured with a focus on specific
geographic regions.

Investments in Private Equity and Other funds and Real Estate funds generally
are not redeemable due to the closed-end nature of these funds. Instead,
distributions from each fund will be received as the underlying investments of
the funds are disposed and monetized.

Hedge. Funds that pursue various investment strategies, including long-short
equity, fixed income/credit, event-driven and multi-strategy. Investments in
hedge funds may be subject to initial period lock-up or gate provisions, which
restrict an investor from withdrawing from the fund during a certain initial
period or restrict the redemption amount on any redemption date, respectively.

See Note 14 for information regarding general partner guarantees, which
include potential obligations to return performance fee distributions
previously received. See Note 22 for information regarding unrealized carried
interest at risk of reversal.

Nonredeemable Funds by Contractual Maturity
Carrying Value at December 31, 2024

Sinnilions Private Equity and Other Real Estate

Less than 5 years $ 1,066 $ 2,016
510 years 1,432 1,334
Over 10 years 155 111
Total $ 2,653 $ 3,461
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Nonrecurring Fair Value Measurements

Assets and Liabilities Measured at Fair Value on a Nonrecurring Basis

At December 31, 2024

Sinnillions Level 2 Level 3' Total
Assets
Loans $ 1,607 §$ 4,518 § 6,125
Other assets—Other investments — 58 58
Other assets—ROU assets 23 — 23
Total $ 1,630 $ 4,576 $ 6,206
Liabilities
Other liabilities and accrued expenses—Lending

commitments $ 48 3% 81
Total $ 48 $ 33 $ 81

At December 31, 2023

Sinnillions Level 2 Level 3' Total
Assets
Loans $ 4215 $ 4,532 $ 8,747
Other assets—Other investments — 4 4
Other assets—ROU assets 23 — 23
Total $ 4,238 $ 4,536 $ 8,774
Liabilities
O(t:r&ern#]zlabilmes and accrued expenses—Lending $ 10 § 60 g 170
Total $ 110 $ 60 $ 170

1. For significant Level 3 balances, refer to “Significant Unobservable Iny
and Nonrecurring Level 3 Fair Value Measurements” section herein for
unobservable inputs used for nonrecurring fair value measurement.

s Used in Recurring
ails of the significant

Gains (Losses) from Nonrecurring Fair Value Remeasurements'

Sinnillions 2024 2023 2022
Pssets

Loans? $ ©4 S 42)$ (563)
Other assets—Other investments® ©) (15) (14)
Other assets—Premises, equipment and software* (17) ) ©)
Other assets—ROU assets’ (33) (35) (1)
Total $ (123) $ (484) $ (5%4)
Liabilities

Commitmerts. o SPRSTLAd g w95 ms a3
Total $ 19 § 75 $ (137)

1. Gains and losses for Loans and Other assets—Cther investments are classified in Other
revenues. For other items, gains and losses are recorded in Other revenues if the item is held
for sale; otherwise, t are recorded in Other expenses.

2. Nonrecumng chang% in the fair value of loans and lending commitments, which exclude the
impact of related economic hedges, are calculated as follows: for the held-for-investment
category, based on the value of the underlying collateral; and for the held-for-sale category,
based on recently executed transactions, market price quotations, valuation models that
incorporate market observable inputs where possible, such as comparable loan or debt prices
and CDS spread levels adjusted for any basis difference between cash and derivative
instruments, or default recovery analysis where such transactions and quotations are
unobservable.

3. Losses related to Other assets—Other investments were determined using techniques that

included discounted cash flow models, methodologies that incorporate multiples certain

comparable companies and recently executed transactions.

Losses related to Other assets—Premises, equipment and software generally include

impairments as well as wite-offs related to the disposal of certain assets.

Losses related to Other Assets—ROU assets include impairments related to the discontinued

leased properties.

.U".-h
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Financial Instruments Not Measured at Fair Value financial instruments, such as equity method investments and certain
receivables.
At December 31, 2024
: Fair Value . .
§ in millions Vae®  Level1 Level2 Level3  Tota 5. Fair Value Option
2:;";% ::::t:quivalents $ 105386 $ 105386 § _s _$ 105,386 The Flrm has elected the _fair value option f(_)r_ certajn eligible instruments t_l_lat
Investment securities—HTM 61,011 15803 34,180 1,220 51,203 are risk managed on a fair value basis to mitigate income statement volatility
Securities purchased caused by measurement basis differences between the elected instruments
under agreements to resell 118,565 — 1 1,450 118,601 and their associated risk management transactions or to eliminate complexities
Securities borrowed 123,859 — 123,859 — 123,859 fanplvi e i dels
Customer and other receivables 79,586 — 75361 4056 79,417 olapplylng certain accounting modets.
.
Lo',f,re];'for investment 225,834 — 17,859 202207 220,156 Borrowings Measured at Fair Value on a Recurring Basis
Held for sale 12,319 - 6,324 6,115 12,439 A At
Other assets 839 — 839 - 839 Sinnillions December 31, 2024 December 31, 2023
Financial liabilities Business Unit Responsible for Risk Management
Deposits $ 369,508 $ — § 370,039 $ — $ 370,039 Equity $ 49,144 $ 46,073
steglrjggu&recﬁgs%under o © 49,111 — 49103 — 494103 Interest rates 34,451 51,05
Securities loaned 15,226 — 15228 — 15228 Commodities 14,829 12,798
Other secured financings 7,514 - 7,511 — 7,511 Credit 3,306 2,400
Customer and other payables 175,890 — 175,890 — 175,890 Foreign exchange 1,602 1,574
Borrowings 185,487 — 188,269 93 188,362 Total $ 103,332 $ 93,900
Commitment
Amount
Lending commitments? $ 175,774 $ —$ 1094$ 89§$ 1933 Net Revenues from Liabilities under the Fair Value Option
Trading Interest
At December 31, 2023 Sinnillions Revenues Expense  Net Revenues'
Canrying Fair Value 2024 )
§ in millions Value Level 1 Level2 Level3 Total Borrowings $ (1,118) $ 650 $ (1,767)
Financial assets Deposits (134) 242 (376)
Cash and cash equivalents $ 89232 $ 89232 § —$ —$ 89232 2023
Investment securities—HTM 66,694 21,937 34,411 1,105 57,453 Borrowings (7,991) 503 (8,494)
sﬁ.crﬁg;m reen‘erﬂwrchasggo resell 110,733 108,099 2,674 110,773 2022
Securtios borrone 121,001 — 121,001 — 121,001 Borrowings 12,370 3 12,077
Customer and other receivables 74,337 —_ 70,110 4,031 74,141 1. Amounts do not reflect any gains or losses from related economic hedges.
Loans':
Held for investment 203,385 — 20125 176291 196416 Gains (losses) from changes in fair value are recorded in Trading revenues and
Held for sale 15,255 - 8652 6612 1534 are mainly attributable to movements in the reference price or index, interest
Otrerassets 704 - 704 - 704 rates or foreign exchange rates.
Financial liabilities
g:ss::; sold under agr st o$ 5332 $ —$ 35318 —$ 531 Gains (Losses) Due to Changes in Instrument-Specific Credit Risk
repurchase 61,631 — 61,621 — 61,621 Trading
Securities loaned 15,057 — 15,055 — 15,055 Sinnillions Revenues QoCl
Other secured financings 2,756 — 2,756 — 2,756 2024
Customer and other payables 208,015 — 208,015 — 208,015 Loans and other receivables' $ (53) $ _
Borrowings 169,832 — 171,000 4 171,013 Lending commitments @ _
Commitment Ny
Amou Deposits — (39)
Lending commitments? $ 149,464 $ —$% 1338 % 749 $ 2,087 Borrowings 27) (663)
3 Rararts Ling Comatrents s0oburieh for 2 Ll Ta Tvestmert and Held for Sel, For  Loans and other receivables' $ (123) $ -
a further discussion on lending commitments, see Note 14. Lending commitments 14 —
Deposits — 17
The previous tables exclude all non-financial assets and liabilities, such as Borrowings (19) (1,726)
Goodwill and Intangible assets, and certain 2022
Loans and other receivables’ $ (108) $ -
Lending commitments (12) —
Deposits — (24)
Borrowings — 2,006
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At
December 31, 2023
(2,166)

Sinnillions
Cumulative pre-tax DVA gain (loss) recognized
in AOCI i gain (oss) $

1. Loans and other receivables-specific credit gains (losses) were determined by excluding the non-
credit components of gains and losses.

A
December 31, 2024

(2,868) $

Difference between Contractual Principal and Fair Value*

A At
December 31, 2024 December 31, 2023

Sinnillions

Loans and other receivables? $ 10,207 $ 11,086
Nonaccrual loans? 7,719 8,566

Borowings® 3,249 3,030

1. Amounts indicate contractual principal greater than or (less than) fair value.

2. The majority of the difference between principal and fair value amounts for loans and other
receivables relates to distressed debt positions purchased at amounts well below par.

3. Excludes borrowings where the repayment of the initial principal amount fluctuates based on
changes in a reference price or index.

The previous tables exclude non-recourse debt from consolidated VIEs,
liabilities related to transfers of financial assets treated as collateralized
financings, pledged commodities and other liabilities that have specified
assets attributable to them.

Fair Value Loans on Nonaccrual Status

A At
December 31, 2024 December 31, 2023

Sinnillians
Nonaccrual loans $ 647 $ 440
Nonaccrual loans 90 or more
day's past due $ 155 $ 75

6. Derivative Instruments and Hedging Activities

The Firm trades and makes markets globally in listed futures, OTC swaps,
forwards, options and other derivatives referencing, among other things,
interest rates, equities, currencies, investment grade and non-investment
grade corporate credits, loans, bonds, U.S. and other sovereign securities,
emerging market bonds and loans, credit indices, ABS indices, property
indices, mortgage-related and other ABS, and real estate loan products. The
Firm uses these instruments for market-making, managing foreign currency
and credit exposure, and asset/liability management.

The Firm manages its market-making positions by employing a variety of risk
mitigation strategies. These strategies include diversification of risk exposures
and hedging. Hedging activities consist of the purchase or sale of positions in
related securities and financial instruments, including a variety of derivative
products (e.g., futures, forwards, swaps and options). The Firm manages the
market risk associated with its market-making activities on a Firmwide basis, on
a worldwide trading division level and on an individual product basis.
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Fair Values of Derivative Contracts
Pssets at December 31, 2024

Sinmilrs e B R toa
Designated as accounting hedges

Interest rate $ 4% —$ —$ 4
Foreign exchange 185 122 - 307
Total 189 122 — 31
Not designated as accounting hedges
Economic hedges of loans
Credit — 28 — 28
Other derivatives

Interest rate 115,520 13,163 19 128,802
Credit 4,711 4,411 — 9,122
Foreign exchange 104,024 4,301 90 108,415
Equity 24,368 — 51,314 75,682
Commodity and other 14,071 — 1,860 15,931
Total 262,694 21,903 53,383 337,980
Total gross derivatives $ 262,883 $ 22,025 $ 53,383 § 338,291
Amounts offset
Counterparty netting (188,069)  (20,276) (51,168) (259,513)
Cash collateral netting (38,511)  (1,698) —  (40,209)
Total in Trading assets $ 36303 $ 51 $ 2215 $ 38,569
Amounts not offset’
Financial instruments collateral (17,837) — — (17,837)
Net amounts $ 18,466 $ 51 $ 2,215 $ 20,732
Net amounts for which master netting or collateral agreements are not in place or

may not be legally enforceable 3,354

Liabilities at December 31, 2024

o Bilateral  Cleared Exchagge—
Sinnillions Qarc Qorc Trad Total
Designated as accounting hedges
Interest rate $ 533 ¢ —$ —$ 533
Foreign exchange 3 — — 3
Total 536 — — 536
Not designated as accounting hedges
Economic hedges of loans
Credit 53 718 — 7
Other derivatives
Interest rate 104,495 13,038 124 117,657
Credit 4,941 3,860 — 8,801
Foreign exchange 100,730 4,085 153 104,968
Equity 42,332 — 53,142 95,474
Commodity and other 11,584 — 1,979 13,563
Total 264,135 21,701 55,398 341,234
Total gross derivatives $ 264,671 $ 21,701 $ 55,398 $ 341,770
Amounts offset
Counterparty netting (188,070)  (20,276) (51,168)  (259,514)
Cash collateral netting (43,126)  (1,200) — (44,326)
Total in Trading liabilities $ 33475 $ 225 $ 4,230 $ 37,930
Amounts not offset’
Financial instruments collateral (6,338) — (2,658) (8,996)
Net amounts $ 27137 $ 225 $ 1,572 $ 28,934
Net amounts for which master netting or collateral agreements are not in place or

may not be legally enforceable $ 4321
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Assets at December 31, 2023 . P
o Blater  Cloared  Excha Notionals of Derivative Contracts
Sinmilions orc orc e Total Assets at December 31, 2024
Designated as accounting hedges Bilateral Cleared Exchal
Interest rate $ 259 —$ — 3 25 Sinbillions OIC OIC Tradgge- Total
Foreign exchange 5 5 — 10 Designated as accounting hedges
Total 30 5 — 35 Interest rate $ —$ 108 — % 108
Not designated as accounting hedges Foreign exchange 14 4 — 18
Economic hedges of loans Total 14 112 — 126
Credit 2 27 — 29 Not designated as accounting hedges
Other derivatives Economic hedges of loans
Interest rate 127,414 19,914 854 148,182 Credit — — — —_
Credit 5,712 4,8% — 10,608 Other derivatives
Foreign exchange 90,654 2,570 16 93,240 Interest rate 3,713 4,367 442 8,522
Equity 20,338 — 37,737 58,075 Credit 208 149 —_ 357
Commodity and other 13,928 — 2,353 16,281 Foreign exchange 2,717 171 9 2,897
Total 258,048 27,407 40,90 326415 Equity 591 _ 609 1.200
Total gross derivatives $ 258078 $ 27412 $ 40,90 $ 326,450 ) ’
prounts ofe ?ot?:;mdlty i 7 ;2; 487 1 1;; 13 f;:
giztmeyrar:etngt?ng (1(24533 (2(23538 38, 52) (2(12122; Total gross derivatives $ 7,380 $ 4,799 $ 1,137 $ 13,316
Total in Trading assets $ H0323% 818 2450 § 37,313 Liabilities at December 31, 2024
Amounts not offset' Bilateral Cleared Excha
Financial instruments collateral (15,690) — —  (156%) Sinbillions orc ot Teded o
Net amounts $ 18342 § 831 $ 2450 § 21,623 Designated as accounting hedges
Net amounts for which master netting or collateral agreements are not in place or Interfest rate $ 2s 193 —$ 195
may not be legally enforceable $ 2,641 Foreign exchange 1 — — 1
Bilateral Uabigi::r:td DBCEETbﬁ;SL 023 -Nr(:)tta Ic|esignated as accounting hedges ? ” e
Sinnillians OT%ra oIC fmge- Total Economic hedges of loans
Designated as accounting hedges Creit 2 20 — 22
Interest rate $ 67 $ —$ — % 467 Other derivatives
Foreign exchange 414 43 — 457 Interest rate 3,626 4,468 417 8,511
Total 881 43 —_ 924 Credit 230 133 — 363
Not designated as accounting hedges Foreign exchange 2,763 178 18 2,959
Economic hedges of loans P
Credt 43 702 — 745 ?;::fmd e _ 828 580
Other derivatives ty and other 100 - & 189
Interest rate 120,604 17,179 5% 138,373 I(;ﬁt:ll gross derivatives $ ;’:;: $ t;g: $ 1'23 $ :32::
Credit 5,920 4,421 — 10,347 - - - .
Forgcgn exchange 87,104 2,6%4 106 89,004 Assets at December 31, 2023
Eqity 31,545 - 37,349 68,894 Bilateral  Cleared  Excha
Commodity and other 12,237 —_ 2,830 15,067 Sinbillions Qo1C O1C Tradgge- Total
Total 257,453 25,002 40,875 323,330 Designated as accounting hedges
Total gross derivatives $ 258334 $ 25045 $ 40,875 $ 324,254 Interest rate $ —$ R$ — 3 [}
Amounts offset Foreign exchange 1 1 — 2
Counterparty netting (184,553)  (23,851) (38,510) (246,914) Total 1 93 — 7]
Cash collateral netting (41,082) (983) — (42,065) Not designated as accounting hedges
Total in Trading liabilities $ 32699 211 $ 2365 $ 35275 Economic hedges of loans
Amounts not offset’ Credit — 1 — 1
Financial instruments collateral (6,864) ®) 37) (6,909) Other derivatives
Net amounts $ 25,835 $ 203 $ 2328 $ 28,366 Interest rate 4,153 8,357 560 13,070
Net amounts for which master netting or collateral agreements are not in place or Creit 214 176 — 30
may not be legally enforceable $ 591 Foreign exchange 3,378 165 7 3,550
1. Amounts relate to _master nefting agreements and collateral agreements that have been Equity 528 - 440 968
determined by the Firm to be Iegaorlggenfa'peable in the event of default but where certain other Commodity and other 142 — 65 207
netting criteria are not met in accordance with applicable of fsetting accounting guidance. Total 8415 8,699 1,072 18,186
Total gross derivatives $ 8416 $ 8792 % 1,072 $ 18,280

See Note 4 for information related to the unsettled fair value of futures
contracts not designated as accounting hedges, which are excluded from the
previous tables.
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Liabilities at December 31, 2023

Sinbillions B|ézJj"tI'eCra l CIS'IG'CreCI E)Slgrahgge- Total
Designated as accounting hedges

Interest rate $ 3§ 183§$ —$ 186
Foreign exchange 14 3 — 17
Total 17 186 — 203
Not designated as accounting hedges

Economic hedges of loans

Credit 2 22 — 24
Other derivatives

Interest rate 4,631 8,197 455 13,283
Credit 229 155 — 384
Foreign exchange 3,4% 167 33 3,696
Equity 587 — 712 1,299
Commodity and other 101 — 79 180
Total 9,046 8,541 1,279 18,866
Total gross derivatives $ 9063 $ 8727 § 1,279 $ 19,089

The notional amounts of derivative contracts generally overstate the Firm’s
exposure. In most circumstances, notional amounts are used only as a
reference point from which to calculate amounts owed between the parties to
the contract. Furthermore, notional amounts do not reflect the benefit of
legally enforceable netting arrangements or risk mitigating transactions.

Gains (Losses) on Accounting Hedges

Sinnillions 2024 2023 2022
Fair value hedges—Recognized in Interest income
Interest rate contracts $ 291 $ (6576) $ 1,928
Investment Securities—AFS (204) 638 (1.838)
Fair value hedges—Recognized in Interest expense
Interest rate contracts $ (8220$ 3664 $ (15159)
Deposits (75) (88) 124
Borrowings 889 (3,564) 15,042
Net investment hedges—Foreign exchange contracts
Recognized in OCI $ 1,084 $ (168) $ 657
Forward points excluded from hedge
ﬁﬁtfs&\t/?nngsu%é&ctmg—Reoogmzed in 24 211 @)
Cash flow hedges—Interest rate contracts’
Recognized in OCI $ (100) $ 9% @)
LGKGSC ﬁ%a‘mlﬁc ggfges) (pre-tax) reclassified from - 16) .
Net change in cash flow hedges included within AOCI (68) 25 4)

1. For the year ended 2024,
gains (losses) associated with cash flow hedges
months as of December 31, 2024 is a
over which forecasted cash flows are

there were no forecasted transactions that failed to occur. The net
ted to be reclassified from AOCI within 12

X|mat $.“31 million. The maximum length of time
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Morgan Stanley
Fair Value Hedges—Hedged ltems
A At
December 31, December 31,
Sinnillions 2024 2023

Investment securities—AFS

Amortized cost basis currently or previously hedged' $ 54,809 $ 47,179
Basis adjustments included in amortized cost? $ (741) $ (732)
Deposits
Carrying amount currently or previously hedged $ 21,524 $ 10,569
Basis adjustments included in carrying amount? $ 43 (31)
Borrowings
Carrying amount currently or previously hedged $ 171,834 $ 158,659
Basfs@ufm uded in carrying amount $ (10,072) $ (9,219)
Basis adjustments included in amortized cost—Terminated

hedges (648) $ (671)

1. Car2/| ing amount represents the amortized cost, net of allowance if applicable. At December 31,
the amortized cost of the portfolio layer method closed portfolios was $325 million, of
which $178 million was designated as The cumulative amount of basis z#Justmerﬁs was
$(2) million as of December 31, 2024. R er to Note 2 and Note 7 for additional information.
2. Hedge accounting basis adjustments are prlmanly related to outstanding hedges.

Gains (Losses) on Economic Hedges of Loans

$innillions 2024 2023 2022
Recognized in Other revenues
Credit contracts' (294) (522) (62)

1. Amounts related to hedges of certain held-for-investment and held-for-sale loans.
Derivatives with Credit Risk-Related Contingencies

Net Derivative Liabilities and Collateral Posted

A
December 31, At
Sinnillions 2024 December 31, 2023
Net derivative liabilities with credit risk-related contingent
features $ 22,414 $ 21,957
Collateral posted 16,252 16,389

The previous table presents the aggregate fair value of certain derivative
contracts that contain credit risk-related contingent features that are in a net
liability position for which the Firm has posted collateral in the normal course
ofbusiness.

Incremental Collateral and Termination Payments upon Potential Future
Ratings Downgrade

A
December 31, 2024

Sinnillions

One-notch downgrade $ 235
Two-notch downgrade M1
Bilateral downgrade agreements included in the amounts above' $ 524

1. Amount represents arrangements between the Firm and other parties where upon the downgrade
of one party, the downgraded party must deliver collateral to the other party. These bilateral
downgrade arrangements are used by the Firm to manage the risk of counterparty downgrades.

The additional collateral or termination payments that may be called in the
event of a future credit rating downgrade vary by contract and can be based
on ratings by Moody’s Investors Service, Inc., S&P Global Ratings and/or
other rating agencies. The previous table shows the future potential
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collateral amounts and termination payments that could be called or required
by counterparties or exchange and clearing organizations in the event of one-
notch or two-notch downgrade scenarios based on the relevant contractual
downgrade triggers.

Maximum Potential Payout/Notional of Credit Protection Sold'

Years to Maturity at December 31, 2024

Sinbillions <1 1-3 35 Over5 Total
Single-name CDS

Investment grade $ 15 ¢ 31s 37$ 10 $ 93
Non+investment grade 7 16 16 1 40
Total $ 2 % 47 $ 53 § 1 $ 133
Index and basket CDS

Investment grade $ 3 12 ¢ 10 ¢ — 3 25
Non-investment grade 1" 22 158 16 207
Total $ 14 $ 34 $ 168 $ 16 $ 232
Total CDS sold $ 36 $ 81 $ 221 $ 27 $ 365
Other credit contracts — — — 3 3
Total credit protection sold $ 36 $ 81 $ 221 $ 30 $ 368
CDS protection sold with identical protection purchased $ 303

Years to Maturity at December 31, 2023

Sinbillions <1 1-3 35 Over5 Total
Single-name CDS

Investment grade $ 19 9% 2% 39S 10 $ 97
Non+investment grade 7 14 17 1 39
Total $ 2% $ 43 % 5 $ 19 136
Index and basket CDS

Investment grade $ 83 19% 85 $ 49 116
Nor+investment grade 8 14 9% 17 134
Total $ 16 $ 33 180 $ 21$ 250
Total CDS sold $ 23 76 $ 236 $ R2$ 386
Cther credit contracts — — — 3 3
Total credit protection sold $ 42 % %% 23%$ 3% $ 389
CDS protection sold with identical protection purchased $ 330

Fair Value Asset (Liability) of Credit Protection Sold!

A At
December 31, 2024 December 31, 2023

Sinnillions

Single-name CDS

Investment grade $ 1,890 $ 1,904
Nor+investment grade 585 399
Total $ 2,475 $ 2,303
Index and basket CDS

Investment grade $ 799 $ 1,929
Non-investment grade 489 45
Total $ 1,288 $ 1,974
Total CDS sold $ 3,763 $ 4,277
Other credit contracts 133 314
Total credit protection sold $ 3,806 $ 4,591

1. Investment grade/non-investment grade determination is based on the intemal credit rating of
the reference obligation. Intemal credit ratings serve as the CRMs assessment of credit risk
and the basis for a comprehensive credit limits framework used to control credit risk. The Firm
uses quantitative models and judgment to estimate the various risk parameters related to each

obligor.
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Morgan Stanley
Protection Purchased with CDS
Notional
A At
December 31, December 31,
Sinbillions 2024 2023
Single name $ 156 $ 166
Index and basket 193 213
Tranched index and basket 28 30
Total $ 377 $ 409
Fair Value Asset (Liability)
A At
December 31, December 31,
Sinnillions 2024 2023
Single name $ (2,693) $ (2,799)
Index and basket (654) (1,208)
Tranched index and basket (962) (1,012
Total $ (4,309) $ (5,019)

The Firm enters into credit derivatives, principally CDS, under which it
receives or provides protection against the risk of default on a set of debt
obligations issued by a specified reference entity or entities. A majority of the
Firm’s counterparties for these derivatives are banks, broker-dealers, and
insurance and other financial institutions.

The fair value amounts as shown in the previous tables are prior to cash
collateral or counterparty netting.

The purchase of credit protection does not represent the sole manner in which
the Firm risk manages its exposure to credit derivatives. The Firm manages its
exposure to these derivative contracts through a variety of risk mitigation
strategies, which include managing the credit and correlation risk across
single-name, non-tranched indices and baskets, tranched indices and baskets,
and cash positions. Aggregate market risk limits have been established for
credit derivatives, and market risk measures are routinely monitored against
these limits. The Firm may also recover amounts on the underlying reference
obligation delivered to the Firmunder CDS where credit protection was sold.

Single-Name CDS. A CDS protects the buyer against the loss of principal on
a bond or loan in case of a default by the issuer. The protection buyer pays a
periodic premium (generally quarterly) over the life of the contract and is
protected for the period. The Firm, in tumn, performs under a CDS if a credit
event as defined under the contract occurs. Typical credit events include
bankruptcy, dissolution or insolvency of the referenced entity, failure to pay
and restructuring of the obligations of the referenced entity.

Index and Basket CDS. Index and basket CDS are products where credit
protection is provided on a portfolio of single-name CDS. Generally, in the
event of a default on one of the underlying names, the Firm pays a pro rata
portion of the total notional amount of the CDS.

The Firm also enters into tranched index and basket CDS where credit
protection is provided on a particular portion of the portfolio loss distribution.
The most junior tranches cover initial defaults, and once losses exceed the
notional of the
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tranche, they are passed on to the next most senior tranche in the capital
structure.

Other Credit Contracts. The Firmhas invested in CLNs and CDOs, which are
hybrid instruments containing embedded derivatives, in which credit
protection has been sold to the issuer of the note. If there is a credit event of a
reference entity underlying the instrument, the principal balance of the note
may not be repaid in full to the Firm.

7. Investment Securities

AFS and HTM Securities
At December 31, 2024
Gross Gross
Amortized  Unrealized  Unrealized Fair
Sinnillians Cost! Gains Losses Value
AFS securities
U.S. Treasury securities $ 70,160 $ 62 § 388 69,834
U.S. agency securities? 24,113 3 2,652 21,467
Agency CVBS 5,704 — 388 5,316
State and municipal securities 1,373 18 4 1,387
FFELP student loan ABS* 612 1 9 604
Unallocated basis adjustment* i) 2 — —
Total AFS securities 101,960 89 3,441 98,608
HTM securities
U.S. Treasury securities 16,885 — 1,082 15,803
U.S. agency securities? 41,582 4 8,592 32,994
Agency CVBS 1,154 — 88 1,066
Non-agency CMBS 1,450 3 113 1,340
Total HTM securities 61,071 7 9,875 51,203
Total investment securities $ 163,031 $ 9% $ 13,316 $ 149,811
At December 31, 2023
Gross Gross
Amortized  Unrealized  Unrealized Fair
Sinnillions Cost! Gains Losses Value
AFS securities
U.S. Treasury securities $ 58484 % 24 $ 1,103 $ 57,405
U.S. agency securities? 25,852 4 2,528 23,328
Agency CVBS 5,871 — 456 5415
State and municipal securities 1,132 46 5 1,173
FFELP student loan ABS® 810 — 18 72
Total AFS securities 92,149 74 4,110 88,113
HTM securities
U.S. Treasury securities 23,222 — 1,285 21,937
U.S. agency securities? 40,8%4 — 7,699 33,195
Agency CVBS 1,337 — 121 1,216
Non-agency CVBS 1,241 2 138 1,105
Total HTM securities 66,694 2 9,243 57,453
Total investment securities $ 158843 $ 7% $ 13,353 $ 145,566
1. Amounts are net of any ACL.
2. U.S. agency securities consist mainly of agency mortgage pass-through pool securities, CMOs
and -issued debt.
3. U lying loans are backed by a guarantee, ultimately from the U.S. Department of Education,
of at least 95% of the principal balance and interest outstandin%as_ )
4. Represents the amount of unallocated portfalio layer method basis adjustments related to AFS
securities in a closed follo. Portfolio layer method basis adjustments are not
allocated to individual securities. Refer to Note 2 and Note 6 for additional information.

Morgan Stanley
Investment Securities in an Unrealized Loss Position
At December 31, At December 31,
2024 2023
Gross Gross
Unrealized Unrealized

Sinnillions Fair Value Losses Fair Value Losses
U.S. Treasury securities

Less than12 months $ 18338 $ 65§ 14295 $ 2

12 months or longer 19,629 323 33,458 1,081
Total 37,967 388 47,753 1,103
U.S. agency securities

Less than12 months 765 1 4,297 43

12 months or longer 18,996 2,641 18,459 2,485
Total 19,761 2,652 22,756 2,528
Agency CVBS

12 months or longer 5,018 388 5415 456
Total 5,018 388 5415 456
State and municipal securities

Less than12 months 242 2 524 3

12 months or longer 62 2 35 2
Total 304 4 559 5
FFELP student loan ABS

Less than12 months — — 56 1

12 months or longer 442 9 616 17
Total 442 9 672 18
Total AFS securities in an unrealized loss position

Less than12 months 19,345 78 19,172 69

12 months or longer 44,147 3,363 57,983 4,041
Total $ 63492 $ 3441 § 77155 $ 4,110

For AFS securities, the Firm believes there are no securities in an unrealized
loss position that have credit losses after performing the analysis described in
Note 2. Additionally, the Firm does not intend to sell these securities and is
not likely to be required to sell these securities prior to recovery of the
amortized cost basis. As of December 31, 2024 and December 31, 2023, the
securities in an unrealized loss position are predominantly investment grade.

The HTM securities net carrying amounts at December 31, 2024 and December
31, 2023 reflect an ACL of $52 million and $44 million, respectively,
predominantly related to Non-agency CMBS. See Note 2 for a description of
the ACL methodology used for HTM Securities.

As of December 31, 2024 and December 31, 2023, 98% of the Firm’s portfolio of
HTM securities were investment grade U.S. agency securities, U.S. Treasury
securities and Agency CMBS, which were on accrual status and for which
there is an underlying assumption of zero credit losses. Non-investment grade
HTM securities primarily consisted of certain Non-agency CMBS securities,
for which the expected credit losses were insignificant and were predominantly
on accrual status at December 31, 2024 and December 31, 2023.

See Note 15 for additional information on securities issued by VIEs, including

U.S. agency mortgage-backed securities, non-agency CMBS, and FFELP
student loan ABS.
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Investment Securities by Contractual Maturity
At December 31, 2024

Amortized Fair Annualized Average
Sinnillians Cost! Value Yield?
AFS securities
U.S. Treasury securities:
Due within 1 year $ 18,575 § 18,393 22 %
After 1 year through 5 years 46,529 46,395 37 %
After 5 years through 10 years 5,056 5,046 42 v,
Total 70,160 69,834
U.S. agency securities:
Due within 1 year 1 1 1.0 %
After 1 year through 5 years 254 241 1.6 %
After 5 years through 10 years M4 380 18 %
After 10 years 23,434 20,835 34 9%
Total 24,113 21,467
Agency CVBS:
After 1 year through 5 years 4,054 3,899 20 %
After 5 years through 10 years 547 535 1.6 %
After 10 years 1,103 882 1.5 %
Total 5,704 5,316
State and municipal securities:
Due within 1 year 852 852 49
After 1 year through 5 years 215 214 47 %
After 5 years through 10 years 49 48 58 %
After 10 years 257 273 46 %
Total 1,373 1,387
FFELP student loan ABS:
Due within 1 year 12 1 53 %
After 1 year through 5 years 113 110 56 %
After 5 years through 10 years 24 23 54
After 10 years 463 460 58 %
Total 612 604
Unallocated basis adjustment: (2 — —
Total AFS securities 101,960 98,608 33 %
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At December 31, 2024

Amortized Fair Annualized Average
Sinnillions Cost! Value Yielc?
HTM securities
U.S. Treasury securities:
Due within 1 year $ 4,635 $ 4,558 1.2 9
After 1 year through 5 years 10,191 9,777 23 %
After 5 years through 10 years 503 414 11 %
After 10 years 1,556 1,054 23 9%
Total 16,885 15,803
U.S. agency securities:
After 1 year through 5 years 8 8 18 %
After 5 years through 10 years 223 208 21 %
After 10 years 41,351 32,778 21 9%
Total 41,582 32,994
Agency CVBS:
Due within 1 year 294 289 1.5 %
After 1 year through 5 years 632 591 12 %
After 5 years through 10 years 176 144 1.6 %
After 10 years 52 42 13 %
Total 1,154 1,066
Non-agency CMBS:
Due within 1 year 146 124 39 %
After 1 year through 5 years 648 618 45 %
After 5 years through 10 years 455 403 40 %
After 10 years 201 195 74 %
Total 1,450 1,340
Total HTM securities 61,071 51,203 21 9%
Total investment securities $ 163,031 $ 149,811 29 9

1. Amounts are net of any ACL.

2. Annualized average yield is computed usiréq the effective yield, weighted based on the amortized
cost of %h security. The effective yield is shown pre-tax and excludes the effect of related

ing derivatives.

3 A ber 31, 2024, the annualized average yield, including the interest rate swap accrual of
related hedges, was 2.7% for AFS securities contractually maturing within 1 year and 3.8% for
all AFS securities.

4. Represents the amount of unallocated portfolio layer method basis adjustments related to AFS
securities in a closed olio. Portfolio layer method basis adjustments are not
allocated to individual securities. Refer to Note 2 and Note 6 for additional information.

Gross Realized Gains (Losses) on Sales of AFS Securities

$innillions 2024 2023 2022

Gross realized gains $ 52 $ 70 % 164
Gross realized (losses) — (21) (94)
Total' $ 52 $ 49 8 70

1. Realized gains and losses are recognized in Other revenues in the income statement.
8. Collateralized Transactions

The Firm enters into securities purchased under agreements to resell,
securities sold under agreements to repurchase, securities borrowed and
securities loaned transactions to, among other things, acquire securities to
cover short positions and settle other securities obligations, to accommodate
customers’ needs and to finance its inventory positions.

The Firm monitors the fair value of the underlying securities as compared with
the related receivable or payable, including accrued interest, and, as
necessary, requests additional collateral, as provided under the applicable
agreement to ensure such transactions are adequately collateralized, or returns
excess collateral.
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The risk related to a decline in the market value of collateral pledged or For information related to offsetting of derivatives, see Note 6.
received is managed by setting appropriate market-based margin requirements. . . .
Increases in collateral margin calls on secured financing due to market value ~ Gross Secured Financing Balances by Remaining Contractual Maturity

declines may be mitigated by increases in collateral margin calls on securities ] A December 31, 2024
purchased under agreements to resell and securities borrowed transactions Sinnilions %’defg'p%hé L&sngﬁnBO %%.ygg QD/grng Total
with similar quality collateral. Additionally, the Firm may request lower quality Securities sold under agreements
collateral pledged be replaced with higher quality collateral through collateral S:;’e_p_U’Chase $ 180793 § 104551 § 25071 § 30722 § 341,137
substitution rights in the underlying agreements. urities loaned ) 42,473 - 317 14219 57,009
Total included in the offsetting
. . . L. disclosure $ 223266 $ 104,551 $ 25388 $ 44,941 $ 398,146
The Fm actively manages its secured ﬁnan.cmgs in a manner that reduces the Trading liabilities—Obligation to
potential refinancing risk of secured financings of less liquid assets and also guc’g"gteecrg?“es received 18,067 _ _ _ 18.067
considers tl_le quality gf co]lgteral when negotiating collateral _ehglbﬂlty_mth Total $ 241333 § 104,551 § 25388 § 44941 § 416,213
counterparties. The Firm utilizes shorter term secured financing for highly
liquid assets and has established longer tenor limits for less liquid assets, for ) At December 31, 2023
which funding may be at risk in the event of a market disruption. Sinnilliors %de'&%g Lﬁ%;’;as” %0 %%'ygg °5§§§° Total
Securities sold under agreements
Offsetting of Certain Collateralized Transactions to repurchase $ 80376$ 114826 $ 25510 $ 31,441 $ 252,153
Securities loaned 21,508 1,345 709 12,857 36,419
~ D“eB";E:;’ 2024 Total included in the offsetting
Gross Amounts Sheet Net Amounts Net dIS.C|OS.UI‘e“ . - § 101845 161715 262195 44298 § 288,572
Sinnillians Amounts Offset Amounts  Not Offset'  Amounts Trading liabilities—Obligation to
Pesets reglllgtn e|%Iecurities received as 13508
Securities purchased under c ’ - - G
agreements to resell $ 409635 $ (201,070)$ 118,565 $ (116,157)$ 2,408 Total $ 1154128 116171 $ 26219 $ 44298 § 302100
Securities borrowed 165,642 (41,783) 123,859  (117,573) 6,286
;::Cbi"ties 4w Gross Secured Financing Balances by Class of Collateral Pledged
urities sold under
A At
agregfnents torepurchase § 341,137 $ (291,070) $ 50,067 $  (45,520) $ 4,547 Sinnilions December 31, 2024 December 31, 2023
Seaurities loaned . 57_’009 (41,783) _15'226 (15.211) 15 Securities sold under agreements to repurchase
N::‘?m:anglsefor which master netting agreements are not in place or may not be legally U.S. Treasury and agency securities $ 177,464 $ 98,377
Securities purchased under agreements to resell $ 2054 Other sovereign govemment obligations 135,806 122,342
Securities borowed 2,079 Corporate equities 14,993 18,144
Securities sold under agreements to repurchase 3,448 Cther 12,874 13,290
Securities loaned — Total $ 341,137 $ 252,153
Securities loaned
At Decgna'llbef 31, 2023 Other sovereign govemment obligations $ 1,805 $ 1,379
ance iti
Gross Amounts  SheetNet  Amounts Net Corporate equities 54,144 34434
Sinnillians Amounts Offset Amounts  Not Offset’  Amounts Other 1,060 606
;zets e e Total $ 57,009 $ 36,419
urities purcl ul i i ing di
& p: toresel § 30242 (1895028 110740 $ (106899)$ 1.847 I:Zlilrrsllljiiebt:Ili:ilti:?:;?oﬂstiorsel:fm securities r:ceived as i?:i::ra? 2morz
iti 142 21,362 gl Corporate eqiti
Sfacqn_l_%borromed 453 (21,362) 121,091 (115,969) 5122 e eqities $ 18.059 § 13,502
Liabilities Other %
Securities sold under 8
agreements torepurchase $ 252,153 $ (189,502)$ 62,651 $  (58,357)$ 4,204 Total $ 18,067 $ 13,528
Securities loaned 36,419 (21,362) 15,057 (15,046) 1 Total $ 416,213 $ 302,100
Net amounts for which master netting agreements are not in place or may not be legally
enforceable . .
Securities purchased under agreements to resell $ 1,741 Carrying Value of Assets Loaned or Pledged without Counterparty Right to
Securities borrowed 607 Sell or Repledge
Securities sold under agreements to repurchase 3,014 A At
Securities loaned 2 Sinnillions December 31, 2024 December 31, 2023
Trading assets $ 30,867 $ 37,522

1. Amounts relate to master netting agreements that have been determined by the Firm to be
Ieg;(:;lgr)é| enfor(;ﬁ]able in élhe ﬁ/er& defal:\ltt_ but yga}a'e certain other criteria are not met in
accordance with applicable of fsetting accounting guidance. . . . . . ..

ool "9 g The Firm pledges certain of its trading assets to collateralize securities sold

under agreements to repurchase, securities
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loaned, other secured financings and derivatives and to cover customer short
sales.

Pledged financial instruments that can be sold or repledged by the secured
party are identified as Trading assets (pledged to various parties) in the
balance sheet. Pledged financial instruments that cannot be sold or repledged
by the secured party are included within Trading Assets, but not identified as
pledged assets parenthetically in the balance sheet.

Fair Value of Collateral Received with Right to Sell or Repledge

A
December 31, At
2024 December 31, 2023

Sinnillians
Collateral received with right to sell or repledge $ 932,626 $ 735,830
Callateral that wes sold or repledged' 724177 563,386

1. Does not include securities used to meet federal regulations for the Firm's U.S. broker-dealers.

The Firm receives collateral in the form of securities in connection with
securities purchased under agreements to resell, securities borrowed,
securities-for-securities transactions, derivative transactions, customer margin
loans and securities-based lending. In many cases, the Firmis permitted to sell
or repledge this collateral to secure securities sold under agreements to
repurchase, to enter into securities lending and derivative transactions or to
deliver to counterparties to cover short positions.

Securities Segregated for Regulatory Purposes
A
December 31, At
2024 December 31, 2023
26,329 $ 20,670

Sinnillions
Segregated securities' $

1. Securities segregated under federal regulations for the Firm's U.S. broker-dealers are sourced
from Securities purchased under agreements to resell and Trading assets in the balance sheet.

Concentration Based on the Firm’s Total Assets

A At
December 31, 2024 December 31, 2023

U.S. government and agency securities and
other sovereign government obligations

Trading assets’ M % 12 %

Off balance sheet—Collateral received? 12 % M1 %

1. Cther sovereign emment obligations included in Trading assets primarily consist of
i L?%v Japan and Brazl.

obllf;ations of tl
2. Collateral received is primarily related to Securities purchased under agreements to resell and
Securities borrowed.

The Firm s subject to concentration risk by holding large positions in certain
types of securities, loans or commitments to purchase securities of a single
issuer, including sovereign governments and other entities, issuers located in
a particular country or geographic area, public and private issuers involving
developing countries or issuers engaged in a particular industry.

Positions taken and underwriting and financing commitments, including those

made in connection with the Firm’s private equity, principal investment and
lending activities, often
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involve substantial amounts and significant exposure to individual issuers and
businesses, including investment grade and non-investment grade issuers.

Customer Margin and Other Lending

A At
Sinnillions December 31, 2024 December 31, 2023
Margin and other lending $ 55,882 $ 45,644

The Firm provides margin lending arrangements that allow customers to
borrow against the value of qualifying securities. Receivables from these
arrangements are included within Customer and other receivables in the
balance sheet. Under these arrangements, the Firm receives collateral, which
includes U.S. government and agency securities, other sovereign government
obligations, corporate and other debt, and corporate equities. Margin loans
are collateralized by customer-owned securities held by the Firm. The Firm
monitors required margin levels and established credit terms daily and,
pursuant to such guidelines, requires customers to deposit additional
collateral, or reduce positions, when necessary.

Margin loans are extended on a demand basis and generally are not committed
facilities. Factors considered in the review of margin loans are the amount of
the loan, the intended purpose, the degree of leverage being employed in the
account and the amount of collateral, as well as an overall evaluation of the
portfolio to ensure proper diversification or, in the case of concentrated
positions, appropriate liquidity of the underlying collateral or potential
hedging strategies to reduce risk. Underlying collateral for margin loans is
reviewed with respect to the liquidity of the proposed collateral positions,
valuation of securities, historic trading range, volatility analysis and an
evaluation of industry concentrations. For these transactions, adherence to
the Firm’s collateral policies significantly limits its credit exposure in the event
of a customer default. The Firm may request additional margin collateral from
customers, if appropriate, and, if necessary, may sell securities that have not
been paid for or purchase securities sold but not delivered from customers.

Also included in the amounts in the previous table is non-purpose securities-
based lending on entities in the Wealth Management business segment.

Other Secured Financings

Other secured financings include the liabilities related to collateralized notes,
transfers of financial assets that are accounted for as financings rather than
sales and consolidated VIEs where the Firm is deemed to be the primary
beneficiary. These liabilities are generally payable from the cash flows of the
related assets accounted for as Trading assets (see Notes 13 and 15).
Additionally, for certain secured financing transactions that meet applicable
netting criteria, the Firm offset Other secured financing liabilities against
financing receivables recorded within Trading assets in the amount of
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$437 million at December 31, 2024 and $3,472 million at December 31, 2023.

9. Loans, Lending Commitments and Related Allowance for

Credit Losses

The Firm’s held-for-investment and held-for-sale loan portfolios consist of the

following types of loans:

bridge loans made to corporate entities for a variety of purposes.

Corporate. Corporate includes revolving lines of credit, term loans and

Secured Lending Facilities. Secured lending facilities include loans

provided to clients, which are collateralized by various assets, including
residential and commercial real estate mortgage loans, investor commitments
for capital calls, corporate loans and other assets.

Commercial Real Estate.

occupied loans and income-producing loans.

Commercial real estate loans include owner-

Residential Real Estate. Residential real estate loans mainly include non-
conforming loans and HELOC.

Securities-based Lending and Other. Securities-based lending includes

loans that allow clients to borrow money against the value of qualifying
securities, generally for any suitable purpose other than purchasing,
trading, or carrying securities or refinancing margin debt. The majority of
these loans are structured as revolving lines of credit. Other primarily
includes certain loans originated in the tailored lending business within the
Wealth Management business segment.

Loans by Type
At December 31, 2024

Sinnillions HFI Loans HFS Loans Total Loans
Corporate 6,889 $ 9,183 $ 16,072
Secured lending facilities 48,842 2,507 51,349
Commercial real estate 8,412 628 9,040
Residential real estate 66,738 — 66,738
Securities-based lending and Other 96,019 1 96,020
Total loans 226,900 12,319 239,219
ACL (1,066) (1,066)
Total loans, net 225,834 $ 12,319 § 238,153
Loans to non-U.S. borrowers, net 23,335 $ 4,763 $ 28,098

At December 31, 2023

Sinnillions HFI Loans HFS Loans Total Loans

Corporate 6,758 $ 11,862 $ 18,620
Secured lending facilities 39,498 3,161 42,659
Commercial real estate 8,678 209 8,887
Residential real estate 60,375 2 60,397
Securities-based lending and Other 89,245 1 89,246
Total loans 204,554 15,255 219,809
ACL (1,169) (1,169)
Total loans, net 203,385 $ 15,255 $ 218,640
Loans to non-U.S. borrowers, net 21,152 $ 5043 $ 26,195
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Loans by Interest Rate Type

At December 31, 2024 At December 31, 2023

Floating or Floating or
. Ad'usE%)le . Ad'us?gble
Sinnillions Fixed Rate e Fixed Rate e
Corporate $ —$ 16,071 $ —$ 18,620
Secured lending facilities — 51,349 — 42,659
Commercial real estate — 9,041 141 8,746
Residential real estate 31,014 35,724 28,934 31,464
Securities-based lending and Other 25,478 70,542 23,922 65,323
Total loans, before ACL $ 56,492 $ 182,727 $ 52,997 $ 166,812

See Note 4 for further information regarding Loans and lending commitments
held at fair value. See Note 14 for details of current commitments to lend in the
future.

Credit Quality

The CRM evaluates new obligors before credit transactions are initially
approved and at least annually thereafter for corporate and commercial real
estate loans. For Corporate, Secured lending facilities and Other loans, credit
evaluations typically involve the evaluation of financial statements,
assessment of leverage, liquidity, capital strength, asset composition and
quality, market capitalization and access to capital markets, cash flow
projections and debt service requirements, and the adequacy of collateral, if
applicable. The CRM also evaluates strategy, market position, industry
dynamics, obligor’s management and other factors that could affect an
obligor’s risk profile.

For Commercial real estate loans, the credit evaluation is focused on property
and transaction metrics, including property type, LTV ratio, occupancy levels,
debt service ratio, prevailing capitalization rates and market dynamics.

For Residential real estate and Securities-based loans, the initial credit
evaluation typically includes, but is not limited to, review of the obligor’s
income, net worth, liquidity, collateral, LTV ratio and credit bureau information.
Subsequent credit monitoring for residential real estate loans is performed at
the portfolio level. Securities-based loan collateral values are monitored on an
ongoing basis.

For information related to credit quality indicators considered in developing
the ACL, see Note 2.

December 2024 Form 10-K
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Loans Held for Investment before Allowance by Credit Quality and

Morgan Stanley
At December 31, 2024
. Other
Sinnillions Sectfggd&fngbased IG NIG Total
Revolving $ 76,432 $ 6,342 $ 1,551 $ 84,325
2024 1,291 719 453 2,463
2023 949 424 685 2,058
2022 449 472 1,053 1,974
2021 100 14 538 652
2020 39 219 497 755
Prior 231 1,211 2,350 3,792
Total $ 79,491 $ 9,401 $ 7,127 $ 96,019
At December 31, 2023
Securities-based Other:
Sinnilions lending’ IG NIG Total
Revolving $ 71,474 $ 5230 $ 1,362 $ 78,066
2023 1,612 627 346 2,585
2022 1,128 816 804 2,748
2021 165 330 377 872
2020 — 435 414 849
Prior 215 2,09 1,814 4,125
Total $ 745%4 $ 9,534 $ 5117 $ 89,245
IG—Investment Grade
NIG—Non+investment Grade

Origination Year
A December 31, 2024 At December 31, 2023
Corporate
Sinnillions IG NIG Total 1G NIG Total
Revolving
$ 2,668 $ 3,963 $ 66315 2350 $ 383 % 6213
2024 76 58 134
2023 — 50 50 — 88 88
202 — 25 25 — 166 166
2021 15 — 15 15 89 104
2020 31 3 34 29 25 54
Prior
— — — 133 133
Total
$ 2790$ 409 $ 689 F 23U $ 4364$ 675
At December 31, 2024 At December 31, 2023
Secured Lending Facilities
Sinnillians IG NIG Total IG NIG Total
Revolving
11,405 $ 27,753 $ 39,158 § 9494 § 2240 $ 31,734
2024 818 2,863 3,681
2023 1,371 1,359 2,730 1,535 1,459 2,9%
2022 279 1,909 2,188 392 2,390 2,782
2021 — 198 198 —_ 365 365
2020 — — — — 80 80
Prior
100 787 887 356 1,187 1,543
Total
$ 13973 $ 34869 $ 48842 % 11777 $ 27,721 $ 39498
A December 31, 2024 At December 31, 2023
Commercial Real Estate
Sinnillions IG NIG Total IG NIG Total
Revolving $ —$ 161 $ 161 $ — 3 170 $ 170
2024 147 2,202 2,349
2023 351 772 1,123 261 1,067 1,328
2022 305 1,488 1,793 284 1,900 2,184
2021 166 1,603 1,769 370 1,4% 1,864
2020 — 430 430 — 756 756
Prior
— 787 787 195 2,181 2,376
Total
$ 969 $ 7,443 $ 8412 % 1,110 $ 7568 $ 8,678
At December 31, 2024
Residential Real Estate
by FICO Scores by LTV Ratio
Sinnillions 2740 680-739 <679 <80% >80% Total
Revolving $ 136 $ 39 $ 5 § 180 $ — $ 180
2024 8,653 1,607 191 9,458 993 10,451
2023 6,778 1,431 201 7,529 881 8,410
2022 10,294 2,298 370 11,941 1,021 12,962
2021 10,510 2,247 228 12,094 891 12,985
2020 6,494 1,346 97 7,529 408 7,937
Prior 10,594 2,825 394 12,826 987 13,813
Total $ 53459 § 11,793 $ 1,486 $ 61557 $ 5181 $ 66,738
At December 31, 2023
Residential Real Estate
by FICO Scores by LTV Ratio
Sinnillians 2740 680-739 <679 <80% >80% Total
Revolving $ 108 $ 3 8 $ 149 § — $ 149
2023 7,390 1,517 230 8,168 969 9,137
2022 10,927 2,424 389 12,650 1,090 13,740
2021 11,075 2,376 239 12,763 927 13,690
2020 6,916 1,430 104 8,017 433 8,450
Prior 11,642 3,131 436 14,106 1,103 15,209
Total $ 48058 $ 10911 $ 1406 $ 558583 $ 452 §$ 60,375
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1. 2ngcunt|es -based Ioans are su ect to coIIateraI maintenance provisions, and at December 31,

4 and December 3

hese loans are predominantl
information on the ACL methodol

related to securities-based loans, see Note 2.

Other loans primarily include tailored lending. For a further discussion of Other loans, see

2
“Quantitative and Qualitative Disclosures about Risk—Credit Risk” herein.

Past Due Loans Held for Investment before Allowance!

over-collateralized. For more

Sinnillions A December 31, 2024 At December 31, 2023
Corporate $ — $ 47
Commercial real estate 272 185
Residential real estate 186 160
Securities-based lending and Other 86 1
Total $ 544 $ 393
1. As of December 31, 2024, the n'é?jority of the amounts are 90 days or more past due. As of
December 31, 2023, the majority of the amounts are past due for a period of less than 90 days.

Nonaccrual Loans Held for Investment before Allowance!

Sinnillions At December 31, 2024 At December 31, 2023
Corporate $ 108 $ 95
Secured lending facilities 6 87
Commercial real estate 47 426
Residential real estate 160 95
Securities-based lending and Other 298 174
Total $ 1,019 $ 877
Nonaccrual loans without an ACL ~ $ 162 $ 86

1. There were no loans held for investment that were 90 d
of December 31, 2024 and December 31, 2023. For furt]
policy, see Note 2 to the financial statements.

Loan Modifications to Borrowers Experiencing Financial Difficulty

The Firm may modify the terms of certain loans for economic or legal reasons
related to a borrower’s financial difficulties, and these modifications include

s or more past due and still accruing as
information on the Firm's nonaccrual

interest rate reductions, principal forgiveness, termextensions and other-than-
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insignificant payment delays or a combination of these aforementioned
modifications. Modified loans are typically evaluated individually for allowance
for credit losses.

Modified Loans Held for Investment
Period-end loans held for investment modified during the following periods’

Year Ended December 31,

2024 2023
Amortized % of Total Amortized % of Total

Sinnillians Cost Loans? Cost Loans?
Term Extension
Corporate $ 211 31% $ 183 27 %
Secured lending facilities 4 0.1 % — — %
Commercial real estate 172 2.0 % 199 23 %
Residential real estate — — % 1 0.1 %
Securities-based lending and

Other 138 01 % 145 0.2 %
Total $ 562 04 % $ 528 0.3 %
Other-than-insignificant Payment Delay
Securities-based lending and
Other — —% $ 4l 0.1 %
Total $ - —% $ 7 0.1 %
Interest Rate Reduction
Residential real estate $ 2 —% $ — — %
Total $ 2 —% $ — — %
Multiple Modifications - Term Extension and Interest Rate Reduction
Commercial real estate $ 81 10% $ — — %
Residential real estate 1 — % 1 — %
Total $ 82 01% $ 1 — %
Multiple Modifications - Term Extension and Other-than-insignificant Payment Delay
Commercial real estate $ — —% $ 24 0.3 %
Total $ - —% $ 24 0.3 %
Total Modifications $ 646 03% $ 624 04 %

1. Lending commitments to borrowers for which the Firm has modified terms of the receivable,
during the year ended December 31, 2024 and 2023, were $746 million and $1,062 million, as of
December 31, 2024 and December 31, 2023, respectivgle/.

2. Percentage of total loans represents the percentage of modified loans to total loans held for
investment by loan type.
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Financial Impact of Modifications on Loans Held for Investment
Year Ended December 31, 2024

Other-than-
Term insignificant Principal Interest Rate

Extension Payment Delay Forgiveness eduction

(Months) (Months) ($ millions) (%)
Single Modifications
Corporate 15 0% - — %
Secured lending facilities 2 0 — — %
Commercial real estate 11 0 — — %
Residential real estate 0 0 — 1 %
Securities-based lending

and Other 21 0 —_ — %
Multiple Modifications - Term Extension and Interest Rate Reduction
Commercial real estate 61 0 — 2 %
Residential real estate 84 0 — 1 %
Year Ended December 31, 2023
Other-than-
Term insignificant Principal Interest Rate

Extension Payment Delay Forgiveness Reduction

(Months) (Months) ($ millions) (%)
Single Modifications
Corporate 22 0% — — %
Commercial real estate 50 0 — — %
Residential real estate 4 0 — — %
Securities-based lending

and Other 7 6 — — %

Multiple Modifications - Term Extension and Other-than-insignificant Payment Delay
Commercial real estate 7 6% — — %
Multiple Modifications - Term Extension and Interest Rate Reduction
Residential real estate 120 0% — 17 %

1. In instances where more than one loan was modified, modification impact is presented on a
weighted-av erage basis.

Past Due Loans Held for Investment Modified in the Last 12 months
At December 31, 2024

30-89 Days Past 90+ Days
Sinnillions Due Past Due Total
Commercial real estate $ — 56 56
At December 31, 2023
o 30-89 Day's Past 0+ d%/s
$innillions Due Past Due Total
Commercial real estate $ 249 218 45
Residential real estate — 1 1
Total $ 24 $ 2 $ 46

At December 31, 2024, there were two commercial real estate loans held for
investment with a total amortized cost of $56 million that defaulted during the
year ended December 31, 2024 and had been modified in the 12 month period
prior to default. There were no loans held for investment that defaulted during
the year ended December 31, 2023 that had been modified in the 12 month
period prior.

December 2024 Form 10-K



Table of Contents
Notes to Consolidated Financial Statements

Allowance for Credit Losses Rollforward and Allocation—Loans and
Lending Commitments
Year Ended December 31, 2024
Secured

Lending Residential  SBL and
Comporate  Facilities ~ CRE

Sinnillians Real Estate  Other Total
ACL—Loans
Beginning balance $ 241 $§ 153 $ 463 $ 100 $ 212 $1,169
Gross charge-offs (39) (11) (165) — 27 (242)
Recoveries — — 4 — 3 7
Net (charge-
offs)/recoveries (39) 1) (161) — (24) (235)
Provision (release) 2 1 77 (3) 69 146
Other (O] @3 (6) - ™ (14)
Ending balance $ 200 $ 140 $ 373 § 97 $ 256 $ 1,066
Percent of loans to total
loans' 3 % 22 % 4% 29 % 42 % 100 %
ACL—Lending commitments
Beginning balance $ 431 3 70 $ 26 % 4 $ 20 $ 551
Provision (release) 86 19 16 — (3) 118
Other (10) 1) (2) — — (13)
Ending balance $ 507 $ 88 $ 40 $ 4 $ 17 $ 656
Total ending balance $ 707 $ 228 $ 413 § 101 $ 273 $1,722

Year Ended December 31, 2023
Secured

Lending Residential  SBL and
Comporate  Facilities ~ CRE

Sinnillions Real Estate  Other Total
ACL—Loans
Beginning balance $ 235 § 183 $ 275 $ 87 $ 8 $ 89
Gross charge-offs (34) — (129) — @) (167)
Recoveries 1 — — 1 — 2
Net (charge-
offs)/reCoveries (33) — (129) 1 4) (165)
Provision (release) 37 — 314 13 124 488
Other 2 — 3 (1) 3 7
Ending balance $ 241 § 153 $ 463 § 100 $ 212 $1,169
Percent of loans to total
loans' 3 % 19 % 4% 30 % 4% 100%
ACL—Lending commitments
Beginning balance $ 411 3 51§ 15§ 4 $ 23 $ 504
Provision (release) 16 18 1 — 1) 44
Other 4 1 — — ) 3
Ending balance $ 31 $ 70 $ 2% $ 4 $ 20 $ 551
Total ending balance $ 672 $ 223 $ 489 $ 104 $ 232 $1,720
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Year Ended December 31, 2022
Secured

Lending Residential  SBL and
Comporate  Facilities  CRE

Sinnilions Real Estate  Other  Total
ACL—Loans
Beginning balance $ 165 $ 163 $ 206 $ 60 $ 60 $ 64
Gross charge-offs — 3) 7) — (21) (31)
Recoveries 6 — — 1 — 7
Net (charge- |

offs)/reCoveries 6 @) 0] 1 @1 (24)
Provision (release) 65 ®) 80 % 51 216
Other (1) M @ — Mo
Ending balance $ 235 $ 1583 $ 275 $ 87 $ 8 $ 839
Percent of loans to total

loans’ 3 % 18 % 4% 21 % 48% 100 %
ACL—Lending commitments
Beginning balance $ 3B $ 41 $ 20 $ 1 $ 26 $ 44
Provision (release) 59 10 (5) 3 ) 64
Other @ — — — — @)
Ending balance $ 411 $ 51 $ 15§ 4 $ 2B $ 504
Total ending balance $ 646 $ 204 $ 20 $ 91 $ 112 $1,343

1. Percent of loans to total loans represents loans held for investment by loan type to total loans
held for investment.

The allowance for credit losses for loans and lending commitments was
relatively unchanged in 2024, reflecting provisions for certain specific
commercial real estate loans and growth in the corporate loan portfolio, offset
by charge-offs related to commercial real estate lending, mainly in the office
sector, and improvements in the macroeconomic outlook. The base scenario
used in our ACL models as of December 31, 2024 was generated using a
combination of consensus economic forecasts, forward rates, and internally
developed and validated models. This scenario assumes continued economic
growth as well as lower interest rates relative to the prior year forecast. The
ACL calculation incorporates key macroeconomic variables, including U.S. real
GDP growth rate. The significance of key macroeconomic variables on the
ACL calculation varies depending on portfolio composition and economic
conditions. Other key macroeconomic variables used in the ACL calculation
include corporate credit spreads, interest rates and commercial real estate
indices.

See Note 2 for a description of the ACL calculated under the CECL
methodology, including credit quality indicators, used for held-for-investment
loans.

Gross Charge-offs by Origination Year
Year Ended December 31, 2024

L SLSCnﬁur%j Residential Real SBL and

Sinnillions Corporate  Facilites ~ CRE Estate Cther Total
Revolving

$ (39) $ —$ —% —$ —5 (39)
2022 — - (18) - - (18)
2021 — — (14) — (2) (16)
2020 — (1) — — — (1)
Prior

— — (133) — (25) (158)

Total

$ (39) $ (11) $ (165 $ —$ @s (242)
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Year Ended December 31, 2023

SLE%’[?S Residential Real SBL and

Sinnillians Corporate  Facilities ~ CRE Estate Other Total
Revolving

(34 $ —$ -9 —3$ —$ (34)
2020 — — — — ©) 3
2019 — — 85 — ™M (86)
Prior — - — — 44)
Total $ (34) $ — $ (129)% — 3% @S (167)
CRE—Commercial real estate
SBL—Securities-based lending
Selected Credit Ratios

A At
December 31, December 31,
2024 2023

ACL for loans to total HFI loans 0.5 % 0.6 %
Nonaccrual HFI loans to total HFI loans 0.4 % 04 %
ACL for loans to nonaccrual HF loans 104.6 % 133.3 %

Employee Loans

Morgan Stanley
10. Goodwill and Intangible Assets
Goodwill Roliforward
Sinnillions 1S WM IM Total
At December 31, 2022 $ 429$ 10202$ 6021$ 16,652
Foreign currency (5) 2 7 4
Acquired — — 56 %
Disposals — 5) — (5)
At December 31, 2023 $ 24 % 1019 $ 6084 $ 16707
Foreign currency (12) (8) 3) (23)
Acquired 23 — — 23
Disposals — 1) — 1)
At December 31, 2024' $ 435 $ 10,190 $ 6,081 $ 16,706
Accumulated impairments? $ 673 $ —3 7% 700

1. Balances represent the amount of the Firm's
2. There were no impairments recorded in 2024,

Intangible Assets Roliforward

3 or

ill after accumulated impairments.
2022.

A At $innillions 1S WM M Total
Sinnilions December 31, 2024 December 31, 2023 Al December 31, 2022 $ %% 391§ 3671 7618
Currently employed by the Firm $ 4,255 $ 4,257 Acqired - 9 37 46
No longer employed by the Fimme 83 %) Disposals — (13 — (13)
Employee loans $ 4338 $ 4,349 Amortization expense (10) (481) (110) (601)
ACL (112) (121) Other — 1 4 5
Employee loans, net of ACL $ 4,226 $ 4,228 At December 31, 2023 $ 26$ 3427% 3602% 7,05
Remaining repay ment term, weighted average in Acquired 13 - — 13
years 5.6 58 Disposals — —
(6) (6)
1. These loans are predominantly current. ) Amortization expense (10) (479) (113) (602)
2. These loans are predominantly past due for a period of 90 days or more. Other @ ) @ )
Employee loans are granted in conjunction with a program established 2 December 31, 2024 s 273 2995 7S 64
primarily to recruit certain Wealth Management financial advisors, are full
recourse and generally require periodic repayments, and are due in full upon Intangible Assets by Type
termination of employment with the Firm These loans are recorded in Non-amortizable Amortizable
Customer and other receivables in the balance sheet. See Note 2 for a Gross Gross
description of the CECL allowance methodology, including credit quality Sinniliors mﬁ? Qam%;? mg?}gg
indicators, for employee loans. At December 31, 2024
Management contracts $ 2112 § 245 § 93
Customer relationships — 8,746 5121
Trade names — 769 223
Other — 26 8
Total $ 2,112 $ 9,786 $ 5,445
At December 31, 2023
Management contracts 2,113 245 72
Customer relationships — 8,763 4,582
Trade names — 767 187
Other — 14 6
Total $ 2,113 $ 9,789 $ 4,847
Intangible Assets Estimated Future Amortization Expense
Sinnillions At December 31, 2024
2025 $ 451
2026 343
2027 340
2028 336
2029 333
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The Firm’s annual goodwill and non-amortizable intangible asset impairment
testing as of July 1, 2024 did not indicate any impairment. For more
information, see Note 2.
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11. Other Assets and Leases
Equity Method Investments

A At
December 31, 2024 December 31, 2023

Sinnillions

Investments $ 1,869 $ 1,915
Sinnillians 2024 2023 2022
Income (loss) $ 241 $ 124§ 39

Equity method investments, other than investments in certain fund interests,
are summarized above and are included in Other assets in the balance sheet
with related income or loss included in Other revenues in the income
statement. See “Net Asset Value Measurements—Fund Interests” in Note 4
for the carrying value of certain of the Firm’s fund interests, which are
composed of general and limited partnership interests, as well as any related
carried interest.

Japanese Securities Joint Venture

Sinnillions 2024 2023 2022
Income (loss) from investment in MUMSS $ 146 $ 129 $ 35

The Firm and Mitsubishi UFJ Financial Group, Inc. (“MUFG”) formed a joint
venture in Japan comprising their respective investment banking and
securities businesses by forming two joint venture companies, Mitsubishi UFJ
Morgan Stanley Securities Co., Ltd. (“MUMSS”) and Morgan Stanley MUFG
Securities Co., Ltd. (“MSMS”) (collectively, the “Joint Venture”). The Firm
owns a 40% economic interest in the Joint Venture, and MUFG owns the other
60%.

The Firm’s 40% voting interest in MUMSS is accounted for under the equity
method within the Institutional Securities business segment and is included in
the equity method investment balances above. The Firm consolidates MSMS
into the Institutional Securities business segment, based on its 51% voting
interest.

The Firm engages in transactions in the ordinary course of business with
MUFG and its affiliates; for example, investment banking, financial advisory,
sales and trading, derivatives, investment management, lending, securitization
and other financial services transactions. Such transactions are on
substantially the same terms as those that would be available to unrelated
third parties for comparable transactions.

Additionally, during 2024 the Firm further expanded its alliance with MUFGto
collaborate in the foreign exchange trading and Japanese research and equity
businesses for institutional clients.

Tax Equity Inves tments
The Firm invests in tax equity investment interests which entitle the Firmto a

share of tax credits and other income tax benefits generated by the projects
underlying the investments.
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Effective January 1, 2024, the Firm made an election to account for certain
renewable energy and other tax equity investments programs using the
proportional amortization method under newly adopted accounting guidance.

Tax Equity Investments under the Proportional Amortization Method

December 31, DeCerﬁtber 31,
Sinnillions 2024 2023
Lowsincome housing' $ 1,787 $ 1,699
Renewable energy and other? 67 —
Total® $ 1,854 § 1,699

1. Amounts include unfunded equity contributions of $613 million and $661 million as of December
31, 2024 and December 31, 2023, respectively. The corres) ing liabilities for the
commitments to fund these equity contributions are recorded in Cther liabilities and accrued
expenses. The majority of these commitments are expected to be funded within 5 years.

2. Prior to adoption of the Investnents - Tax Qedit Structures accounting update on Jan 1,
2024, Renewable enzerbgy and other investments were accounted for under the equity method.
3. At December 31, 4, this amount excludes $48 million of tax equity investments within

programs for which the Firm elected the proportional amortization method that do not meet the
conditions to apply the proportional amortization method, which are accounted for as equity
method investments.

Income tax credits and other income tax benefits recognized as well as
proportional amortization are included in the Provision for income taxes line in
the consolidated income statement and in the Depreciation and amortization
line in the consolidated cash flow statement.

Net Benefits Attributable to Tax Equity Investments under the Proportional
Amortization Method

Sinnillions 2024 2023 2022
Income tax credits and other income tax benefits ~ $ 301 § 237 $ 208
Proportional amortization (239) (197) (174)
Net benefits $ 62 % 40 $ A#
Leases

The Firm’s leases are principally non-cancelable operating real estate leases.

Balance Sheet Amounts Related to Leases

A At
December 31, 2024 December 31, 2023

Sinnillions
Other assets—ROU assets $ 4114 $ 4,368
Other liabilities and accrued expenses—Lease
liabilities 4,937 5,417

Weighted average:

Remaining lease term, in years 8.5 87

Discount rate 4.3 o, 4.0 %
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Lease Liabilities Uninsured Non-U.S. Time Deposit Maturities
A At A
Sinnillians December 31, 2024 December 31, 2023 Sinnillions December 31, 2024
2024 $ 913 Less than 3 months $ 2,659
2025 $ 772 846 3 - 6 months 431
2026 790 774 6 - 12 months 290
2027 736 716 Over 12 months —
2028 716 644 Total $ 3,480
2029 562 500
Thereafter 2,405 2,137 Deposits in U.S. Bank Subsidiaries from Non-U.S. Depositors
Total undjsoounted cash flows 5,981 6,530 Sinnillians A December 31, 2024 At December 31, 2023
Imputed interest (1,044 (1,113) Deposits in U.S. bank subsidiaries from non-U.S.
Amount on balance sheet $ 4,937 $ 5,417 depositors $ 700 $ 880
Committed leases not yet commenced $ 63 $ 248
Lease Costs . . .
13. Borrowings and Other Secured Financings
Sinnillions 2024 2023 2022
Fixed costs $ 917 $ 938 $ 841 Maturities and Terms of Borrowings
Variable costs 181 206 170 Parent Company Subsidiaries
Less: Sublease income (6) (10) 7) FredRaer  VAIDE FeiRae  Vaidle At At
Total lease cost, net $ 1,002 $ 1134 $ 1,004 $inmitions ! € Rae ©  'Rate®  December 31,2024 Decerber 31, 2023
Original maturities of one year or less:
1. Includes common area maintenance charges and other variable costs not included in the Next 12rmonths $ —$ —3% M6Ss 4369 45128 3188
measurement of ROU assets and lease liabilities. Original maturities greater than one year:
2024 $ 20,151
Cash Flows Statement Supplemental Information 225 $ 667S 9§ 2628 705 21921 35523
206 23288 1,450 3828 9,403 37,969 35423
Sinnillians 2024 2023 202 2007 18,833 1,883 3452 9,882 34,050 25338
Cash outflons—Lease liabilities $ 942 $ 82 $ 881 2028 12,478 1,366 5,808 9,067 28719 21,239
Non-cash—ROU assets recorded for new and modified it 16,129 189 1,278 8,563 215 21%
leases 489 1,055 544 Thereafter 9,378 2508 11,499 25104 135,489 100,677
Total greater thanoneyear $ 173723 $ 8323 $ 28537 $ 73724 $ 284,307 $ 260,544
. . . Total $ 173723 $ 83283 $ 28683 $ 78090 $ 288,819 $ 23732
Occupancy lease agreements, in addition to base rentals, generally provide for
Weighted average coupon

rent and operating expense escalations resulting from increased assessments at period enc 39% 49% 51% 59% 41% 36%
for real estate taxes and other charges.
g . Fixed rate borrowings include instruments with step-up, step-down and zero coupon features.

. Variable rate borrowings include those that bear interest based on a variety of indices, including

12. Deposits SOFR and federal funds rates, in addition to certain notes carried at fair value with various

payment provisions, including notes linked to the performance of a specific index, a basket of

) stocks, a specific equity security, a commodity, a credit exposure or basket of credit
Deposits exposures.

N

3. Only includes borrowi with original maturities greater than one year. Weighted average
A At coupon is calculated utilizing U.S. and non-U.S. dollar interest rates and excludes the effect of
o December 31, December 31, related hedglng derivatives and financial instruments for which the fair value option was elected.
Sinnillions 2024 2023 See “Rates for Borrowings with Original Maturities Greater than One Year” table herein for more
Savings and demand deposits $ 299,898 $ 288,252 information.
Time deposits 76,109 63,552 . . .. foe
Total deposits $ 376,007 $ 351,804 Borrowings with Original Maturities Greater than One Year
Deposits subject to FDIC i A At
Depos:tz :;m:l?u; to ESTZﬂr:sT;me : 2:3'2:; 2 zzg’ﬁ Sinnillions December 31, 2024 December 31, 2023
epos| ’ g Senior $ 270,594 $ 248,174
] . - Subordinated 13,713 12,370
Time Deposit Maturities Total $ 284,307 $ 260,544
™ - —
Sinnilios December 31, 2024 Weighted average stated maturity, in years 6.6 6.6
2025 $ 38,046
2026 18,016 Certain senior debt securities are denominated in various non-U.S. dollar
2027 9,433 currencies and may be structured to provide a retum that is linked to equity,
2028 6,047 credit, commodity or other indices (e.g., the consumer price index). Senior debt
2029 4,148 also may be structured to be callable by the Firm or extendible at the option of
Thereafter 419 holders of the senior debt securities.
Total $ 76,109
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The Firm’s Borrowings include notes carried and managed on a fair value
basis. These include instruments whose payments and redemption values are
linked to the performance of a specific index, a basket of stocks, a specific
equity security, a commodity, a credit exposure or basket of credit exposures;
and instruments with various interest rate-related features, including step-ups,
step-downs and zero coupons. Also included are unsecured contracts that are
not classified as OTC derivatives because they fail initial net investment
criteria. To minimize the exposure from such instruments, the Firm has entered
into various swap contracts and purchased options that effectively convert
the borrowing costs into floating rates. The swaps and purchased options
used to economically hedge the embedded features are derivatives and also
are carried at fair value. Changes in fair value related to the notes and
economic hedges are reported in Trading revenues. See Notes 2 and 5 for
further information on borrowings carried at fair value.

Senior Debt Subject to Put Options or Liquidity Obligations

A At
December 31, 2024 December 31, 2023

Sinnillions
Put options embedded in debt agreements $ 429 $ 1,571
Liquidity obligations’ $ 3,597 $ 3,166
1. Includes obligations to support secondary market trading.
Subordinated Debt

2024 2023
Contractual weighted average coupon 459, 43%

Subordinated debt generally is issued to meet the capital requirements of the
Firm or its regulated subsidiaries and primarily is U.S. dollar denominated.
Maturities of subordinated debt range from 2025 to 2039.

Rates for Borrowings with Original Maturities Greater than One Year

At December 31,
2024 2023 2022
Contractual weighted average coupon' 4.1, 3.6% 32%
Weighted average coupon after hedging derivatives 5.6 % 6.5% 51%

1. Weighted average coupon wes calculated utilizing U.S. and non-U.S. dollar interest rates and
excludes financial instruments for which the fair value option wes elected.

In general, other than securities inventories and customer balances financed
by secured funding sources, the majority of the Firm’s assets are financed
with a combination of deposits, short-term funding, floating rate long-term
debt or fixed rate long-term debt swapped to a floating rate. The Firm uses
interest rate swaps to more closely match these borrowings to the duration,
holding period and interest rate characteristics of the assets being funded and
to manage interest rate risk. These swaps effectively convert certain of the
Firmv’s fixed rate borrowings into floating rate obligations. In addition, for non-
U.S. dollar currency borrowings that are not used to fund assets in the same
currency, the Firm has entered into currency swaps that effectively convert
the borrowings into U.S. dollar obligations.
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The Firm’s use of swaps for asset and liability management affects its effective
average borrowing rate.

Other Secured Financings
A
December 31, At

$innillions 2024 December 31, 2023
Original maturities:
One year or less $ 17,133 § 5732
Greater than one year 4,469 6,923
Total $ 21,602 $ 12,655
Transfers of assets accounted for as secured

financings 10,275 5,848
Maturities and Terms of Other Secured Financings'

At December 31, 2024 At
Fixed Variable December 31,

$innillions Rate Rate? Total 2023
Original maturities of one year or less:
Next 12 months $ 3055 $ 3951 § 7006 $ 8
Original maturities greater than one year:
2024 $ 5,085
2025 $ — 5 238 § 238 %
2026 7 683 690 R
2027 — 107 107 -
2028 — 453 453 434
2029 — — _ —
Thereafter 7 675 682 1,093
Total $ 14 $ 4,307 $ 4321 $ 6,799
Wp%%m erage coupon at 469 499 4.69% 56 %

1. Excludes transfers of assets accounted for as secured financings. See subsequent table.
2. Variable rate other secured financings bear interest based on a variety of indices, including
SOFR and f funds rates. Amounts include notes carried at fair value with various pay ment
isions, including notes linked to equity, credit, commodity or other indices.
3. Includes only other secured financings with original maturities greater than one year. Weighted
average coupon is calculated utilizing U.S. and nonU.S. dollar interest rates and excludes other
:Ig‘:jd financings that are linked to non-interest indices and for which the fair value option was

Other secured financings include the liabilities related to collateralized notes,
transfers of financial assets that are accounted for as financings rather than
sales and consolidated VIEs where the Firm is deemed to be the primary
beneficiary. These liabilities are generally payable from the cash flows of the
related assets accounted for as Trading assets. See Note 15 for further
information on other secured financings related to VIEs and securitization
activities.

Maturities of Transfers of Assets Accounted for as Secured Financings®

A At
December 31, 2024 December 31, 2023

Sinnillions

2024 $ -3 5,749
2025 10,184 9
2026 42 36
2027 5 21
2028 12 1
2029 5 3
Thereafter 27 19
Total $ 10,275 $ 5,848

1. Excludes Securities sold under agreements to repurchase and Securities loaned.
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For transfers of assets that fail to meet accounting criteria for a sale, the Firm
continues to record the assets and recognizes the associated liabilities in the
balance sheet.

14. Commitments, Guarantees and Contingencies

Commitments

Years to Maturity at December 31, 2024

Sinnillians Less than 1 13 35 Over5 Total
Lending:
Corporate $ 17,393 § 40,373 § 64,851 § 6,357 $ 128,974
Secured lending facilities 6,894 6,646 7,169 3,874 24,583
Commercial and Residential
real estate 762 404 126 411 1,703
Securities-based lending and
Cther 16,453 3,418 788 612 21,2711
Forward-starting secured
financing recelvables’ 122,535 1,503 — — 124,038
Central counterparty 300 — — 20,747 21,047
Investment activities 1,509 107 84 466 2,166
Letters of credit and other
financial guarantees 39 2 — 6 47
Total $ 165885 $ 52453 $ 73,018 $ 32,473 $ 323,829
Lending commitments participated to third parties $ 10,859

1. These amounts f)nman'ly include secured financing receivables yet to settle as of December 31,
2024, with settlement "generally occurring within three business days. These amounts also
include commitments to enter into certain collateralized financing transactions.

Since commitments associated with these instruments may expire unused, the
amounts shown do not necessarily reflect the actual future cash funding
requirements.

Types of Commitments

Lending Commitments. Lending commitments primarily represent the notional
amount of legally binding obligations to provide funding to clients for
different types of loan transactions. For syndications that are led by the Firm,
the lending commitments accepted by the borrower but not yet closed are net
of the amounts agreed to by counterparties that will participate in the
syndication. For syndications that the Firm participates in and does not lead,
lending commitments accepted by the borrower but not yet closed include
only the amount that the Firm expects it will be allocated from the lead
syndicate bank. Due to the nature of the Firm’s obligations under the
commitments, these amounts include certain commitments participated to third
parties.

Forward-Starting Secured Financing Receivables. These amounts include
securities purchased under agreements to resell and securities borrowed that
the Firm has entered into prior to the balance sheet date that will settle after
the balance sheet date. These transactions are primarily secured by collateral
from U.S. govermnment agency securities and other sovereign government
obligations when they are funded.

Central Counterparty. These commitments relate to the Firm’s membership in
certain clearinghouses and are
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contingent upon the default of a clearinghouse member or other stress events.

Underwriting Commitments. The Firm provides underwriting commitments in
connection with its capital raising sources to a diverse group of corporate and
other institutional clients.

Investment Activities. ~ The Firm sponsors several non-consolidated
investment management funds for third-party investors where it typically acts
as general partner of, and investment adviser to, these funds and typically
commits to invest a minority of the capital of such funds, with subscribing
third-party investors contributing the majority. The Firm has contractual
capital commitments, guarantees and counterparty arrangements with respect
to these investment management funds.

Letters of Credit and Other Financial Guarantees. The Firm has outstanding
letters of credit and other financial guarantees issued by third-party banks to
certain of the Firm’s counterparties. The Firm is contingently liable for these
letters of credit and other financial guarantees, which are primarily used to
provide collateral for securities and commodities traded and to satisfy various
margin requirements in lieu of depositing cash or securities with these
counterparties.

Guarantees
At December 31, 2024

$ in nillions Less than 1 1-3 35 Over5 (L'i?bsilietty)
Non-credit derivatives' 1,161,382 626,951 152,534 460,222 (40,849)
Standby letters of credit

and other financial

guarantees issued??® 1,599 732 1,031 2,581 18
Liquidity facilities 2,453 — — — 2
Whole loan sales guarantees 24 63 — 23,050 —
Securitization representations and

warranties* — — — 87,305 —
General partner guarantees 180 133 53 35 (98)
Client clearing guarantees 816 — — — —

1. The carrying amounts of derivative contracts that meet the accounting definition of a guarantee
are shown on a gross basis. For further information on derivative contracts, see Note 6.

2. These amountsinclude certain issued standby letters of credit participated to third parties,
totaling $0.6 billion of notional and collateral/recourse, due to the nature of the Firm'’s obligations

under these arrar%en'-e'uts.
3. As of December 31, 2024, the carrying amount of stand é%asllpf credit and other financial
million.

uarantees issued includes an allowance for credit losses
4. Related to commercial, residential mortgage and asset backed securitizations.

Types of Guarantees

Non-Credit Derivatives. Certain derivative contracts meet the accounting
definition of a guarantee, including certain written options, contingent-forward
contracts and CDS (see Note 6 regarding credit derivatives in which the Firm
has sold credit protection to the counterparty which are excluded from the
previous table). For non-credit derivative contracts that meet the accounting
definition of a guarantee, the notional amount is used as the maximum
potential payout for certain derivative contracts, such as written interest rate
caps and written foreign
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currency options. The Firm evaluates collateral requirements for all
derivatives, including derivatives that do not meet the accounting definition of
a guarantee. For the effects of cash collateral and counterparty netting, see
Note 6.

In certain situations, collateral may be held by the Firm for those contracts that
meet the definition of a guarantee. Generally, the Firm sets collateral
requirements by counterparty so that the collateral covers various
transactions and products and is not allocated specifically to individual
contracts. Also, the Firm may recover amounts related to the underlying asset
delivered to the Firmunder the derivative contract.

Standby Letters of Credit and Other Financial Guarantees Issued. Generally,
in connection with its lending businesses, the Firm provides standby letters of
credit and other financial guarantees to counterparties. Such arrangements
represent obligations to make payments to third parties if the counterparty
fails to fulfill its obligation under a borrowing arrangement or other contractual
obligation. A majority of the Firm’s standby letters of credit are provided on
behalf of counterparties that are investment grade. If the counterparty fails to
fulfill its contractual obligation, the Firm has access to collateral or recourse
that would approximate its obligation.

Liquidity Facilities. The Firm has entered into liquidity facilities with SPEs
and other counterparties, whereby the Firm is required to make certain
payments if losses or defaults occur. Primarily, the Firm acts as liquidity
provider to municipal bond securitization SPEs and for stand-alone municipal
bonds in which the holders of beneficial interests issued by these SPEs or the
holders of the individual bonds, respectively, have the right to tender their
interests for purchase by the Firm on specified dates at a specified price. The
Firm often may have recourse to the underlying assets held by the SPEs in the
event payments are required under such liquidity facilities, as well as make-
whole or recourse provisions with the trust sponsors. The recourse amount
often exceeds the maximum potential payout amount of the guarantee.
Substantially all of the underlying assets in the SPEs are investment grade.
Liquidity facilities provided to municipal tender option bond trusts are
classified as derivatives.

Whole Loan Sales Guarantees. The Firm has provided, or otherwise agreed to
be responsible for, representations and warranties regarding certain whole
loan sales. Under certain circumstances, the Firm may be required to
repurchase such assets or make other payments related to such assets if such
representations and warranties are breached. The Firm’s maximum potential
payout related to such representations and warranties is equal to the current
UPB of such loans. Since the Firm no longer services these loans, it has no
information on the current UPB of those loans, and, accordingly, the amount
included in the previous table represents the UPB at the time of the whole loan
sale or at the time when the Firm last serviced any of those loans. The current
UPB balances could be substantially lower than the maximum potential payout
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amount included in the previous table. The related lLability primarily relates to
sales of loans to the federal mortgage agencies.

Securitization Representations and Warranties. As part of the Firm’s
Institutional Securities business segment’s securitizations and related
activities, the Firm has provided, or otherwise agreed to be responsible for,
representations and warranties regarding certain assets transferred in
securitization transactions sponsored by the Firm. The extent and nature of
the representations and warranties, if any, vary among different
securitizations. Under certain circumstances, the Firm may be required to
repurchase certain assets or make other payments related to such assets if
such representations and warranties are breached. The maximum potential
amount of future payments the Firm could be required to make would be equal
to the current outstanding balances of, or losses associated with, the assets
subject to breaches of such representations and warranties. The amount
included in the previous table for the maximum potential payout includes the
current UPB or historical losses where known and the UPB at the time of sale
when the current UPB is not known.

General Partner Guarantees. As a general partner in certain investment
management funds, the Firm receives certain distributions from the
partnerships when the return exceeds specified performance targets according
to the provisions of the partnership agreements. The Firm may be required to
return all or a portion of such distributions to the limited partners in the event
the limited partners do not achieve a certain return as specified in the various
partnership agreements, subject to certain limitations.

Client Clearing Guarantees. The Firm is a sponsoring member of the
Government Securities Division of the FICC’s Sponsored Clearing Model.
Clients of the Firm, as sponsored members, can transact in overnight and term
securities repurchase and resale agreements, which are cleared through the
FICC. As sponsoring member, the Firm guarantees to the FICC the prompt and
full payment and performance of its clients’ obligations. In 2020, the FICC’s
sponsored clearing model was updated such that the Firm could be
responsible for liquidation of a sponsored member’s account and guarantees
any resulting loss to the FICC in the event the sponsored member fails to fully
pay any net liquidation amount due from the sponsored member to the FICC.
Accordingly, the Firm’s maximum potential payout amount reflects the total of
the estimated net liquidation amounts for sponsored member accounts. The
Firm minimizes credit exposure under this guarantee by obtaining a security
interest in its sponsored member clients’ collateral and their contractual rights
under sponsored member transactions. Therefore, the Firm’s exposure is
estimated to be an amount substantially lower than the maximum potential
payout amount. The collateral amount in which the Firmhas a security interest
is approximately equal to the maximum potential payout amount of the
guarantee.
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Other Guarantees and Indemnities

In the normal course of business, the Firm provides guarantees and
indemnifications in a variety of transactions. These provisions generally are
standard contractual terms. Certain of these guarantees and indemmifications
are described below:

* Indemnities. The Firm provides standard indemnities to counterparties for
certain contingent exposures and taxes, including U.S. and foreign
withholding taxes, on interest and other payments made on derivatives,
securities and stock lending transactions, certain annuity products and
other financial arrangements. These indemnity payments could be required
based on a change in the tax laws, a change in interpretation of applicable
tax rulings or a change in factual circumstances. Certain contracts contain
provisions that enable the Firm to terminate the agreement upon the
occurrence of such events. The Firm may also provide indemnities when it
sells a business or assets to a third-party, pursuant to which it indemmifies
the third-party for losses incurred on assets acquired or liabilities assumed
or due to actions taken by the Firm prior to the sale of the business or
assets. The Firm expects the risk of loss associated with indemnities related
to the sale of businesses or assets to be remote. The maximum potential
amount of future payments that the Firm could be required to make under
these indemnifications cannot be estimated.

Market Value Guarantees. Market value guarantees are issued to guarantee
timely payment of a specified return to investors in certain affordable
housing tax credit funds. These guarantees are designed to retum an
investor’s contribution to a fund and the investor’s share of tax losses and
tax credits expected to be generated by a fund.

Exchange/Clearinghouse Member Guarantees. The Firm is a member of
various exchanges and clearinghouses that trade and clear securities and/or
derivative contracts. Associated with its membership, the Firm may be
required to pay a certain amount as determined by the exchange or the
clearinghouse in case of a default of any of its members or pay a
proportionate share of the financial obligations of another member that may
default on its obligations to the exchange or the clearinghouse. While the
rules govering different exchange or clearinghouse memberships and the
forms of these guarantees may vary, in general the Firm’s obligations under
these rules would arise only if the exchange or clearinghouse had
previously exhausted its resources.

In addition, some clearinghouse rules require members to assume a
proportionate share of losses resulting from the clearinghouse’s investment
of guarantee fund contributions and initial margin and of other losses
unrelated to the default of a clearing member, if such losses exceed the
specified resources allocated for such purpose by the clearinghouse.
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The maximum potential payout under these rules cannot be estimated. The
Firm has not recorded any contingent liability in its financial statements for
these agreements and believes that any potential requirement to make
payments under these agreements is remote.

Futures and Over-the-Counter Derivatives Clearing. The Firm provides
clearing services on central counterparty clearinghouses (“CCPs”) for
clients that need to clear exchange-traded and OTC derivatives contracts
with CCPs. The Firmacts as an agent in its role as clearing member for these
client transactions. As such, the Firm does not reflect the underlying
exchange-traded or OTC derivatives contracts in its Consolidated Financial
Statements. See Note 6 for a discussion of the Firm’s derivatives activities
that are reflected in its Consolidated Financial Statements.

As a clearing member, the Firm is responsible to the CCP for the
performance of its clients, collects cash and securities collateral (margin) as
well as any settlement amounts due fromor to clients, and remits themto the
relevant CCP or client in whole or part. There are two types of margin: (1)
variation margin is posted on a daily basis based on the value of clients’
derivative contracts and (2) initial margin is posted at inception of a
derivative contract, generally on the basis of the potential changes in the
variation margin requirement for the contract.

As a clearing member, the Firmis exposed to the risk of nonperformance by
its clients to CCPs but is not liable to clients for the performance of the
CCPs. Where possible, the Firm seeks to mitigate its risk to the client
through the collection of appropriate amounts of margin at inception and
throughout the life of the transactions. In the event of nonperformance by a
client, the Firm would close out the client’s positions and access available
margin. The CCP would utilize any margin it holds to make itself whole, with
any remaining shortfalls required to be paid by the Firm as a clearing
memberlt is difficult to estimate the Firm’s maximum possible exposure
through its role as a clearing member as it depends on the nature and
volume of client's future transactions, market conditions and potential client
defaults. However, based upon historical experience, the Firm’s exposure is
significantly mitigated by the credit risk mitigants available to the Firm. As a
result, management believes that the risk of material loss to the Firm is
expected to be remote.

Merger and Acquisition Guarantees. The Firm may, from time to time, in its
role as investment banking advisor be required to provide guarantees in
connection with certain European merger and acquisition transactions. If
required by the regulating authorities, the Firm provides a guarantee that the
acquirer in the transaction has or will have sufficient funds to complete the
transaction and would then be required to make the acquisition payments in
the event the acquirer’s funds are insufficient at the completion date of the
transaction. These arrangements generally cover the time frame from the
transaction offer date to its closing date
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and, therefore, are generally short term in nature. The Firm believes the
likelihood of any payment by the Firm under these arrangements is remote
given the level of its due diligence in its role as investment banking advisor.

In addition, in the ordinary course of business, the Firm guarantees the debt
and/or certain trading obligations (including obligations associated with
derivatives, foreign exchange contracts and the settlement of physical
commodities) of certain subsidiaries. These guarantees generally are entity or
product specific and are required by investors or trading counterparties. The
activities of the Firm’s subsidiaries covered by these guarantees (including
any related debt or trading obligations) are included in the financial
statements.

Finance Subsidiary

The Parent Company fully and unconditionally guarantees the securities
issued by Morgan Stanley Finance LLC, a wholly owned finance subsidiary.
No other subsidiary of the Parent Company guarantees these securities.

Contingencies

Legal

In addition to the matters described below, in the normal course of business,
the Firm has been named, from time to time, as a defendant in various legal
actions, including arbitrations, class actions and other litigation, arising in
connection with its activities as a global diversified financial services
institution. Certain of the actual or threatened legal actions include claims for
substantial compensatory and/or punitive damages or claims for indeterminate
amounts of damages. In some cases, the third-party entities that are, or would
otherwise be, the primary defendants in such cases are bankrupt, in financial
distress, or may not honor applicable indemnification obligations. These
actions have included, but are not limited to, antitrust claims, claims under
various false claims act statutes, and matters arising from our wealth
management businesses, sales and trading businesses, and our activities in
the capital markets.

The Firm is also involved, from time to time, in other reviews, investigations
and proceedings (both formal and informal) by governmental or other
regulatory agencies regarding the Firm’s business, and involving, among
other matters, sales, financing, prime brokerage, market-making activities,
investment banking advisory services, capital markets activities, financial
products or offerings sponsored, underwritten or sold by the Firm, wealth and
investment management services, and accounting and operational matters,
certain of which may result in adverse judgments, settlements, fines, penalties,
disgorgement, restitution, forfeiture, injunctions, limitations on our ability to
conduct certain business, or other relief.
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The Firm contests liability and/or the amount of damages as appropriate in
each pending matter. Where available information indicates that it is probable
a liability had been incurred at the date of the financial statements and the Firm
can reasonably estimate the amount of that loss or the range of loss, the Firm
accrues an estimated loss by a charge to income, including with respect to
certain of the individual proceedings or investigations described below.

2024 2023 2022
106 $ 483 $ 443

$innillions
Legal expenses $

The Firm’s legal expenses can, and may in the future, fluctuate from period to
period, given the current environment regarding government or regulatory
agency investigations and private litigation affecting global financial services
firms, including the Firm.

In many legal proceedings and investigations, it is inherently difficult to
determine whether any loss is probable or reasonably possible, or to estimate
the amount of any loss. In addition, even where the Firmhas determined that a
loss is probable or reasonably possible or an exposure to loss or range of loss
exists in excess of the lability already accrued with respect to a previously
recognized loss contingency, the Firm may be unable to reasonably estimate
the amount of the loss or range of loss. It is particularly difficult to determine if
a loss is probable or reasonably possible, or to estimate the amount of loss,
where the factual record is being developed or contested or where plaintiffs or
government entities seek substantial or indeterminate damages, restitution,
forfeiture, disgorgement or penalties. Numerous issues may need to be
resolved in an investigation or proceeding before a determination can be made
that a loss or additional loss (or range of loss or range of additional loss) is
probable or reasonably possible, or to estimate the amount of loss, including
through potentially lengthy discovery or determination of important factual
matters, determination of issues related to class certification, the calculation of
damages or other relief, and consideration of novel or unsettled legal
questions relevant to the proceedings or investigations in question.

The Firm has identified below any individual proceedings or investigations
where the Firm believes a material loss to be reasonably possible. In certain
legal proceedings in which the Firm has determined that a material loss is
reasonably possible, the Firm is unable to reasonably estimate the loss or
range of loss. There are other matters in which the Firm has determined a loss
or range of loss to be reasonably possible, but the Firm does not believe,
based on current knowledge and after consultation with counsel, that such
losses could have a material adverse effect on the Firm’s financial statements
as a whole, although the outcome of such proceedings or investigations may
significantly impact the Firm’s business or results of operations for any
particular reporting period, or cause significant reputational harm.
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While the Firm has identified below certain proceedings or investigations that
the Firm believes to be material, individually or collectively, there can be no
assurance that material losses will not be incurred from claims that have not
yet been asserted or those where potential losses have not yet been
determined to be probable or reasonably possible.

Antitrust Related Matters

The Firm and other financial institutions are responding to a number of
governmental investigations and civil litigation matters related to allegations
of anticompetitive conduct in various aspects of the financial services
industry, including the matters described below.

Beginning in February of 2016, the Firm was named as a defendant in multiple
purported antitrust class actions now consolidated into a single proceeding in
the United States District Court for the Southemn District of New York
(“SDNY”) styled In Re: Interest Rate Swaps Antitrust Litigation. Plaintiffs
allege, inter alia, that the Firm, together with a number of other financial
institution defendants, violated U.S. and New York state antitrust laws from
2008 through December of 2016 in connection with alleged efforts to prevent
the development of electronic exchange-based platforms for interest rate
swaps trading. Complaints were filed both on behalf of a purported class of
investors who purchased interest rate swaps from defendants, as well as on
behalf ofthree operators of swap execution facilities that allegedly were
thwarted by the defendants in their efforts to develop such platforms. The
consolidated complaints seek, inter alia, certification of the investor class of
plaintiffs and treble damages. On July 28, 2017, the court granted in part and
denied in part the defendants’ motion to dismiss the complaints. On December
15, 2023, the court denied the class plaintiffs” motion for class certification. On
December 29, 2023, the class plaintiffs petitioned the United States Court of
Appeals for the Second Circuit for leave to appeal that decision. On February
28, 2024, the parties reached an agreement in principle to settle the class
claims. On July 11, 2024, the court granted prelimnary approval of the
settlement.

The Firmis a defendant in three antitrust class action complaints which have
been consolidated into one proceeding in the United States District Court for
the SDNY under the caption City of Philadelphia, et al. v. Bank of America
Corporation, et al. Plaintiffs allege, inter alia, that the Firm, together with a
number of other financial institution defendants, violated U.S. antitrust laws
and relevant state laws in connection with alleged efforts to artificially inflate
interest rates for Variable Rate Demand Obligations (“VRDO”). The
consolidated complaint seeks, inter alia, certification of the class of plaintiffs
and treble damages. The complaint was filed on behalf of a class of municipal
issuers of VRDO for which defendants served as remarketing agent. On
November 2, 2020, the court granted in part and denied in part the defendants’
motion to dismiss the consolidated
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complaint, dismissing state law claims, but denying dismissal of the U.S.
antitrust claims. On September 21, 2023, the court granted plaintiffs’ motion for
class certification. On February 5, 2024, the United States Court of Appeals for
the Second Circuit granted leave to appeal that decision.

European Matters
Tax

In matters styled Case number 15/3637 and Case number 15/4353, the Dutch
Tax Authority (“Dutch Authority”) challenged in the Dutch courts the prior
set-off by the Firm of approximately €124 million (approximately $128 million)
plus accrued interest of withholding tax credits against the Firm’s corporation
tax liabilities for the tax years 2007 to 2012. The Dutch Authority alleged that
the Firm was not entitled to receive the withholding tax credits on the basis,
inter alia, that a Firm subsidiary did not hold legal title to certain securities
subject to withholding tax on the relevant dates. On April 26, 2018, the District
Court in Amsterdam issued a decision dismissing the Dutch Authority’s
claims with respect to certain of the tax years in dispute. On May 12, 2020, the
Court of Appeal in Amsterdam granted the Dutch Authority’s appeal in
matters re-styled Case number 18/00318 and Case number 18/00319. On
January 19, 2024, the Dutch High Court granted the Firm’s appeal in matters re-
styled Case number 20/01884 and referred the case to the Court of Appeal in
The Hague. On November 11, 2024, the Firmreached an agreement to settle the
Dutch Authority’s challenges for the tax years 2007 to 2012 and made payment
of the prior set-off amounts and interest indicated above. The case has been
withdrawn.

On June 22, 2021, Dutch criminal authorities sought various documents in
connection with an investigation of the Firmrelated to the civil claims asserted
by the Dutch Authority conceming the accuracy of the Firm subsidiary’s tax
returns for 2007 to 2012. The Dutch criminal authorities have requested
additional information, and the Firm is continuing to respond to them in
connection with their ongoing investigation, and is engaging with themas the
criminal process progresses.

UK. Government Bond Matter

On February 21, 2025, the UK. Competition and Markets Authority
announced a settlement with the Firm, as well as other financial institutions, in
connection with its investigation of suspected anti-competitive arrangements
in the financial services sector, specifically regarding the Firm’s activities
concerning certain liquid fixed income products between 2009 and 2012.
Separately, on June 16, 2023, the Firm was named as a defendant in a
purported antitrust class action in the United States District Court for the
SDNY styled Oklahoma Firefighters Pension and Retirement System v.
Deutsche Bank Aktiengesellschaft, et al., alleging, inter alia, that the Firm,
together with a number of other financial institution defendants, violated U.S.
antitrust laws in
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connection with their alleged effort to fix prices of gilts traded in the United
States between 2009 and 2013. The complaint seeks, inter alia, certification of
the class of plaintiffs and treble damages. On September 16, 2024, the court
granted defendants’ joint motion to dismiss, and the complaint was dismissed
without prejudice. The Firm and certain other defendants have reached an
agreement in principle to settle the U.S. litigation.

Other

On August 13, 2021, the plaintiff in Camelot Event Driven Fund, a Series of
Frank Funds Trust v. Morgan Stanley & Co. LLC, et al. filed in the Supreme
Court of the State of New York, New York County (“Supreme Court of NY”) a

purported class action complaint alleging violations of federal securities laws

against ViacomCBS (“Viacom”), certain of its officers and directors, and the
underwriters, including the Firm, of two March 2021 Viacom offerings: a $1.7
billion Viacom Class B Common Stock offering and a $1 billion offering of
5.75% Series A Mandatory Convertible Preferred Stock (collectively, the

“Offerings”). The complaint seeks certification of the class of plaintiffs and
unspecified compensatory damages and alleges, inter alia, that the Viacom
offering documents for both issuances contained material misrepresentations

and omissions because they did not disclose that certain of the underwriters,
including the Firm, had prime brokerage relationships and/or served as

counterparties to certain derivative transactions with Archegos Capital
Management LP (“Archegos”), a fund with significant exposure to Viacom
securities across multiple prime brokers. The complaint also alleges that the
offering documents did not adequately disclose the risks associated with
Archegos’s concentrated Viacom positions at the various prime brokers,

including that the unwind of those positions could have a deleterious impact
on the stock price of Viacom. On November 5, 2021, the complaint was
amended to add allegations that defendants failed to disclose that certain
underwriters, including the Firm, had intended to unwind Archegos’s Viacom
positions while simultaneously distributing the Offerings. On February 6, 2023,
the court issued a decision denying motions to dismiss as to the Firm and the
other underwriters, but granting the motion to dismiss as to Viacom and the
Viacom individual defendants. On February 15, 2023, the underwriters,
including the Firm, filed their notices of appeal of the denial of their motions to
dismiss. On March 10, 2023, the plaintiff appealed the dismissal of Viacom and
the individual Viacom defendants. On April 4, 2024, the Appellate Division

upheld the lower court’s decision as to the Firm and other underwriter
defendants that had prime brokerage relationships and/or served as
counterparties to certain derivative transactions with Archegos, dismissed the
remaining underwriters, and upheld the dismissal of Viacom and its officers
and directors. On July 25, 2024, the Appellate Division denied the plaintiff’s

and the Firm’s respective motions for leave to reargue or appeal the April 4,

2024 decision. On January 4, 2024, the court granted
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the plaintiff’s motion for class certification, which the defendants have
appealed.

On May 17, 2013, the plaintiff in /KB International S.A. in Liquidation, et al.
v. Morgan Stanley, et al. filed a complaint against the Firm and certain
affiliates in the Supreme Court of NY. The complaint alleges that defendants
made material misrepresentations and omissions in the sale to the plaintiff of
certain mortgage pass-through certificates backed by securitization trusts
containing residential mortgage loans. The total amount of certificates
allegedly sponsored, underwritten and/or sold by the Firm to the plaintiff was
approximately $133 million. The complaint alleges causes of action against the
Firm for common law fraud, fraudulent concealment, aiding and abetting fraud,
and negligent misrepresentation, and seeks, inter alia, compensatory and
punitive damages. On October 29, 2014, the court granted in part and denied in
part the Firm’s motion to dismiss. All claims regarding four certificates were
dismissed. After these dismissals, the remaining amount of certificates
allegedly issued by the Firm or sold to the plaintiff by the Firm was
approximately $116 million. On August 11, 2016, the Appellate Division
affirmed the trial court’s order denying in part the Firm’s motion to dismiss the
complaint. On July 15, 2022, the Firm filed a motion for summary judgment on
all remaining claims. On March 1, 2023, the court granted in part and denied in
part the Firm’s motion for summary judgment, narrowing the alleged
misrepresentations at issue in the case. On March 26, 2024, the Appellate
Division affirmed the trial court’s summary judgment order. On August 27,
2024, the plaintiff notified the court that in light of the court’s rulings to
exclude certain evidence at trial, the plaintiff could not prove its claims at trial,
and requested that the court dismiss the case, subject to its right to appeal the
evidentiary rulings. On August 28, 2024, the court dismissed the case, and
judgment was entered in the Firm’s favor. The plaintiff has filed notices of
appeal.

Beginning in February of 2024, Morgan Stanley Smith Bamey LLC (“MSSB”)
and E*TRADE Securities LLC (“E*TRADE Securities”), among others, have
been named as defendants in multiple putative class actions pending in the
federal district courts for the District of New Jersey and SDNY. The class
action claims have been brought on behalf of brokerage, advisory and
retirement account holders, alleging various contractual, fiduciary, and
statutory claims (including under the Racketeer Influenced and Corrupt
Organizations Act, 18 US.C. §1962(c)-(d)) that MSSB and/or E*TRADE
Securities failed to pay a reasonable rate of interest on its cash sweep
products. The cases are at an early stage with motions for consolidation and
transfer currently pending. Together, the complaints seek, inter alia,
certification of a class of plaintiffs, unspecified compensatory damages,
equitable and injunctive relief, and treble damages.

The Firmhas been engaged with and is responding to requests for information
from the Enforcement Division of the SEC regarding advisory account cash
balances swept to the
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affiliate bank deposit program and compliance with the Investment Advisers
Act of 1940, and from a state securities regulator regarding brokerage account
cash balances swept to the affiliate bank deposit program.

15. Variable Interest Entities and Securitization Activities
Overview

The Firm is involved with various SPEs in the normal course of business. In
most cases, these entities are deemed to be VIEs.

The Firm’s variable interests in VIEs include debt and equity interests,
commitments, guarantees, derivative instruments and certain fees. The Firm’s
involvement with VIEs arises primarily from:

Interests purchased in connection with market-making activities, securities
held in its Investment securities portfolio and retained interests held as a
result of securitization activities, including re-securitization transactions.
Guarantees issued and residual interests retained in connection with
municipal bond securitizations.

Loans made to and investments in VIEs that hold debt, equity, real estate or
other assets.

Derivatives entered into with VIEs.

Structuring of CLNs or other asset-repackaging notes designed to meet the
investment objectives of clients.

Other structured transactions designed to provide tax-efficient yields to the
Firmor its clients.

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

The power to make the most significant economic decisions may take a
number of different forms in different types of VIEs. The Firm considers
servicing or collateral management decisions as representing the power to
make the most significant economic decisions in transactions such as
securitizations or CDOs. As a result, the Firm does not consolidate
securitizations or CDOs for which it does not act as the servicer or collateral
manager unless it holds certain other rights to replace the servicer or collateral
manager or to require the liquidation of the entity. If the Firm serves as
servicer or collateral manager, or has certain other rights described in the
previous sentence, the Firm analyzes the interests in the VIE that it holds and
consolidates only those VIEs for which it holds a potentially significant
interest in the VIE.
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For many transactions, such as re-securitization transactions, CLNs and other
asset-repackaging notes, there are no significant economic decisions made on
an ongoing basis. In these cases, the Firm focuses its analysis on decisions
made prior to the initial closing of the transaction and at the termination of the
transaction. The Firm concluded in most of these transactions that decisions
made prior to the initial closing were shared between the Firm and the initial
investors based upon the nature of the assets, including whether the assets
were issued in a transaction sponsored by the Firm and the extent of the
information available to the Firm and to investors, the number, nature and
involvement of investors, other rights held by the Firm and investors, the
standardization of the legal documentation and the level of continuing
involvement by the Firm, including the amount and type of interests owned by
the Firm and by other investors. The Firm focused its control decision on any
right held by the Firm or investors related to the termination of the VIE. Most
re-securitization transactions, CLNs and other asset-repackaging notes have
no such termination rights.

Consolidated VIE Assets and Liabilities by Type of Activity

At December 31, 2024 At December 31, 2023

Sinnillians VIE Assets  VIE Liabilites ~ VIEAssets  VIE Liabilities
MABS' $ 575 § 236 $ 507 $ 256
Investment vehicles? 378 189 753 502
MTOB 619 578 582 520
Other 156 4 378 97
Total $ 1,728 $ 1,007 $ 2,310 $ 1,375
MTOB—Municipal tender option bonds

1. Amounts include transactions backed by residential mortgage loans, commercial mortgage loans
and other types of assets, including consumer or commercial assets and may be in loan or
security form. The value of assets is determined based on the fair value of the liabilities and the
interests owned Z{)lthe Firm in such VIEs as the fair values for the liabilities and interests owned
are more observable.

2. Amounts include investment funds and CLOs.

Consolidated VIE Assets and Liabilities by Balance Sheet Caption

A At
December 31, 2024 December 31, 2023

Sinnillions

APssets

Cash and cash equivalents $ 37 $ 164
Trading assets at fair value 1,395 1,557
Investment securities 278 492
Securities purchased under agreements to resell — 67
Customer and other receivables 16 26
Cther assets 2 4
Total $ 1,728 $§ 2,310
Liabilities

Other secured financings $ 921 $ 1,222
Other liabilities and accrued expenses 82 121
Borrowings 4 32
Total $ 1,007 $ 1,375
Noncontrolling interests $ 42 $ 54

Consolidated VIE assets and liabilities are presented in the previous tables
after intercompany elimnations. Generally, most assets owned by
consolidated VIEs cannot be removed unilaterally by the Firm and are not
available to the Firm
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while the related liabilities issued by consolidated VIEs are non-recourse to
the Firm. However, in certain consolidated VIEs, the Firm either has the
unilateral right to remove assets or provides additional recourse through
derivatives such as total return swaps, guarantees or other forms of
involvement.

In general, the Firm’s exposure to loss in consolidated VIEs is limited to losses
that would be absorbed on the VIE net assets recognized in its financial
statements, net of amounts absorbed by third-party variable interest holders.

Non-consolidated VIEs

At December 31, 2024

Sinnillians MABS' CDO MTOB OSF Other2

VIE assets (UPB) $ 179,686 $ 1,621 $§ 3,654 $§ 3,603 $ 74,665

Maximum exposure to loss?®

Debt and equity interests $ 26974 $ 62§ — $ 2267 $§ 12,097

Derivative and other contracts — — 2,454 — 3,936

Commitments, guarantees and other 8,554 — — — 535

Total $ 35528 $ 62 $ 2454 $ 2,267 $ 16,568

Carrying value of variable interests—Assets

Debt and equity interests $ 26974 § 62 $ —$ 1821 ¢ 12,067

Derivative and other contracts — — 6 — 1,772

Total $ 26974 $ 62 $ 6% 1821 $ 13,839

Additional VIE assets owned' $ 15777

Carrying value of variable interests—Liabilities

Derivative and other contracts $ —$ —$ 44 —$ 448
At December 31, 2023

Sinnillians MABS' CDO MTOB OSF Other2

VIE assets (UPB) $ 144906 $ 1526 $ 3152 $ 3102 $ 50,052

Maximum exposure to loss®

Debt and equity interests $ 21,203 $ 52 % —$ 2049 % 9076

Derivative and other contracts — — 2,092 —_ 4,452
Commitments, guarantees and other 3,439 — — — 55
Total $ 24642 % 52$ 202 % 2049 $ 13583
Carrying value of variable interests—Assets

Debt and equity interests $ 21,203 $ 5% —$ 1682 % 9075
Derivative and other contracts — — 2 — 1,330
Total $ 21,203 52 $ 2% 1682 % 10405
Additional VIE assets owned! $ 15002
Carrying value of variable interests—Liabilities

Derivative and other contracts $ —$ —$ 33 —$ 452

1. Amounts include transactions backed by residential mortgage loans, commercial mortgage loans
and otthe; types of assets, including consumer or commercial assets, and may be in loan or
security form.

2. Other primarily includes exposures to commercial real estate property and investment funds.

3. Where notional amounts are utilized in quantifying the maximum exposure related to derivatives,

such amounts do not reflect changes in fair value reoordedg?/ the Firm.

Additional VIE assets owned represents the carrying value of total exposure to non-consolidated

VIEs for which the maximum exposure to loss is less than specific thresholds, primarily

interests issued by securitization . The Firm’s maximum exposure to loss generally equals

the fair value of the assets owned. These assets are primarily included in Trading assets and

Investment securities and are measured at fair value (see Note 4). The Firm does not provide

ﬁiti;r_\al support in these transactions through contractual facilities, guarantees or similar
vatives.

Eal

The previous tables include VIEs sponsored by unrelated parties, as well as
VIEs sponsored by the Firm; examples of the Firm’s involvement with these
VIEs include its secondary market-making activities and the securities held in
its Investment securities portfolio (see Note 7).
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The Firm’s maximum exposure to loss is dependent on the nature of the Firm’s
variable interest in the VIE and is limited to the notional amounts of certain
liquidity facilities and other credit support, total return swaps and written put
options, as well as the fair value of certain other derivatives and investments
the Firmhas made in the VIE.

The Firm’s maximum exposure to loss in the previous tables does not include
the offsetting benefit of hedges or any reductions associated with the amount
of collateral held as part of a transaction with the VIE or any party to the VIE
directly against a specific exposure to loss.

Liabilities issued by VIEs generally are non-recourse to the Firm.

Detail of Mortgage- and Asset-Backed Securitization Assets

At December 31, 2024 At December 31, 2023

Debt and Debt and
Equity Equity

Sinnillions upB Interests uPB Interests
Residential mortgages $ 17,316 § 2497 $ 17,346 $ 3,355
Commercial mortgages 82,730 8,445 74,590 8,342
U.S. agency collateralized

mortgage obligations 39,317 6,260 42917 6,675
Other consumer or commercial

loans 40,323 9,772 10,053 2,831
Total $ 179,686 $ 26,974 $ 144,906 $ 21,203
Securitization Activities

In a securitization transaction, the Firm transfers assets (generally commercial
or residential mortgage loans or securities) to an SPE; sells to investors most
of the beneficial interests, such as notes or certificates, issued by the SPE;
and, in many cases, retains other beneficial interests. The purchase of the
transferred assets by the SPE s financed through the sale of these interests.

In many securitization transactions involving commercial mortgage loans, the
Firm transfers a portion of the assets to the SPE with unrelated parties
transferring the remaining assets. In addition, mainly in securitization
transactions involving residential mortgage loans, the Firm may also enter into
derivative transactions, primarily interest rate swaps or interest rate caps, with
the SPE.

Although not obligated, the Firm generally makes a market in the securities
issued by SPEs in securitization transactions. As a market maker, the Firm
offers to buy these securities from, and sell these securities to, investors.
Securities purchased through these market-making activities are not
considered to be retained interests; these beneficial interests generally are
included in Trading assets—Corporate and other debt and are measured at fair
value.

The Firmenters into derivatives, generally interest rate swaps and interest rate
caps, with a senior payment priority in many securitization transactions. The
risks associated with these and similar derivatives with SPEs are essentially
the same as similar derivatives with non-SPE counterparties and are
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managed as part of the Firm’s overall exposure. See Note 6 for further
information on derivative instruments and hedging activities.

Investment Securities

The Firm holds securities issued by VIEs within the Investment securities
portfolio. These securities are composed of those related to transactions
sponsored by the federal mortgage agencies and predominantly the most
senior securities issued by VIEs backed by student loans and commercial
mortgage loans. Transactions sponsored by the federal mortgage agencies
include an explicit or implicit guarantee provided by the U.S. government.
Additionally, the Firm holds certain commercial mortgage-backed securities
issued by VIEs retained as a result of the Firm’s securitization activities. See
Note 7 for further information on the Investment securities portfolio.

Municipal Tender Option Bond Trusts

In a municipal tender option bond trust transaction, the client transfers a
municipal bond to a trust. The trust issues short-term securities that the Firm,
as the remarketing agent, sells to investors. The client generally retains a
residual interest. The short-term securities are supported by a liquidity facility
pursuant to which the investors may put their short-term interests. In most
programs, a third-party provider will provide such liquidity facility; in some
programs, the Firm provides this liquidity facility.

The Firm may, in lieu of purchasing short-term securities for remarketing,
decide to extend a temporary loan to the trust. The client can generally
terminate the transaction at any time. The liquidity provider can generally
terminate the transaction upon the occurrence of certain events. When the
transaction is terminated, the municipal bond is generally sold or returned to
the client. Any losses suffered by the liquidity provider upon the sale of the
bond are the responsibility of the client. This obligation is generally
collateralized. Liquidity facilities provided to municipal tender option bond
trusts are classified as derivatives. The Firm consolidates any municipal tender
option bond trusts in which it holds the residual interest.

Credit Protection Purchased through Credit-Linked Notes

CLN transactions are designed to provide investors with exposure to certain
credit risk on referenced assets. In these transactions, the Firm transfers
assets (generally high-quality securities or money-market investments) to an
SPE, enters into a derivative transaction in which the SPE sells protection on
an unrelated referenced asset or group of assets, through a credit derivative,
and sells the securities issued by the SPE to investors. In some transactions,
the Firm may also enter into interest rate or currency swaps with the SPE.
Depending on the structure, the assets and liabilities of the SPE may be
consolidated and recognized in the Firm’s balance sheet or accounted for as a
sale of assets.
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Upon the occurrence of a credit event related to the referenced asset, the SPE
will deliver securities collateral as payment to the Firm, which exposes the Firm
to changes in the collateral’s value.

Derivative payments by the SPE are collateralized. The risks associated with
these and similar derivatives with SPEs are essentially the same as those with
non-SPE counterparties and are managed as part of the Firm’s overall
exposure.

Other Structured Financings

The Firm invests in tax equity investment interests issued by entities that
develop and own low-income communities (including low-income housing
projects) and entities that construct and own facilities that will generate
energy from renewable resources. The interests entitle the Firm to a share of
tax credits and tax losses generated by these projects. In addition, the Firm has
issued guarantees to investors in certain low-income housing funds. The
guarantees are designed to return an investor’s contribution to a fund and the
investor’s share of tax losses and tax credits expected to be generated by the
fund. The Firm is also involved with entities designed to provide tax-efficient
yields to the Firmor its clients.

Collateralized Loan and Debt Obligations

CLOs and CDOs are SPEs that purchase a pool of assets consisting of
corporate loans, corporate bonds, ABS or synthetic exposures on similar
assets through derivatives and issue multiple tranches of debt and equity
securities to investors. The Firm underwrites the securities issued in certain
CLO transactions on behalf of unaffiliated sponsors and provides advisory
services to these unaffiliated sponsors. The Firmsells corporate loans to many
of these SPEs, in some cases representing a significant portion of the total
assets purchased. Although not obligated, the Firm generally makes a market
in the securities issued by SPEs in these transactions and may retain unsold
securities. These beneficial interests are included in Trading assets and are
measured at fair value.

Equity-Linked Notes

ELN transactions are designed to provide investors with exposure to certain
risks related to the specific equity security, equity index or other index. In an
ELN transaction, the Firm typically transfers to an SPE either a note issued by
the Firm, the payments on which are linked to the performance of a specific
equity security, equity index or other index, or debt securities issued by other
companies and a derivative contract, the terms of which will relate to the
performance of a specific equity security, equity index or other index. These
ELN transactions with SPEs were not consolidated at December 31, 2024 or
December 31, 2023.
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Transferred Assets with Continuing Involvement
At December 31, 2024

Sinnillions RML CcML U'Scﬁ%my C('it’\:grnd
SPE assets (UPB)- @ $ 6989 ¢ 78232 ¢ 18,174 $ 12,725
Retained interests
Investment grade $ 198 § 543 ¢ 967 $ —
Nor+investment grade 175 923 — 4l
Total $ 373 $ 1,466 $ 967 $ 71
Interests purchased in the secondary market®
Investment grade $ 45 $ 34 % —
Non+investment grade 5 24 — —
Total $ 50 $ 58 $ 79 $ —
Derivative assets $ —$ —$ — % 1,408
Derivative liabilities —_ —_ — 400
At December 31, 2023
Sinnillians RML CML U'S'CWY C('itr\ﬁgﬂnd
SPE assets (UPBy- 2 $ 433§ 73818 12,083 § 12438
Retained interests
Investment grade $ 149 $ 653 $ 460 $ —
Non-investment grade 83 788 — 69
Total $§ 22% 1449 460 $ 69
Interests purchased in the secondary market?
Investment grade $ 209 2$ 2% —
Nor+investment grade — 16 — —
Total $ 20 $ 3B $ 2% —
Derivative assets $ —$ — 93 —$ 1,073
Derivative liabilities — — — 426
Fair Value at December 31, 2024
Sinnillians Level 2 Level 3 Total
Retained interests
Investment grade $ 1,080 $ — 3 1,080
Non+investment grade 4l 50 121
Total $ 1,151 $ 50 $ 1,201
Interests purchased in the secondary market®
Investment grade $ 158 § — % 158
Non-investment grade 18 1 29
Total $ 176 $ 1 $ 187
Derivative assets $ 1,408 $ —$ 1,408
Derivative liabilities 400 — 400
Fair Value at December 31, 2023
Sinnillians Level 2 Level 3 Total
Retained interests
Investment grade $ 576 $ — $ 576
Non+investment grade 10 56 66
Total $ 586 $ 5% $ 642
Interests purchased in the secondary market®
Investment grade $ e 79 84
Non-investment grade 12 4 16
Total $ 89 § 18 100
Derivative assets $ 1,073 $ — $ 1,073
Derivative liabilities 426 — 426

RM_—Residential mortgage loans

CML—Commercial mort loans

1. Amounts include CLO transactions managed by unrelated third parties.

2. Amounts include assets transferred by unrelated transferors.

3. {-\mot#nts include transactions where the Fim also holds retained interests as part of the
ransfer.

The previous tables include transactions with SPEs in which the Firm, acting
as principal, transferred financial assets with
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continuing involvement and received sales treatment. The transferred assets
are carried at fair value prior to securitization, and any changes in fair value are
recognized in the income statement. The Firm may act as underwriter of the
beneficial interests issued by these securitization vehicles, for which
Investment banking revenues are recognized. The Firm may retain interests in
the securitized financial assets as one or more tranches of the securitization.
Certain retained interests are carried at fair value in the balance sheet with
changes in fair value recognized in the income statement. Fair value for these
interests is measured using techniques that are consistent with the valuation
techniques applied to the Firm’s major categories of assets and liabilities as
described in Notes 2 and 4. Further, as permitted by applicable guidance,
certain transfers of assets where the Firm’s only continuing involvement is a
derivative are only reported in the following Assets Sold with Retained
Exposure table.

Proceeds from New Securitization Transactions and Sales of Loans

Sinnillions 2024 2023 2022

New transactions' $ 36,326 § 21,051 § 22136
Retained interests 7,956 4,311 4,862
Sales of corporate loans to CLO SPEs' 2 — 24 62

1. Net gains on new transactions and sales of corporate loans to CLO entities at the time of the
sale were not material for all periods presented.
2. Sponsored by non-affiliates.

The Firm has provided, or otherwise agreed to be responsible for
representations and warranties regarding certain assets transferred in
securitization transactions sponsored by the Firm (see Note 14).

Assets Sold with Retained Exposure

A At
December 31, December 31,

$innillions 2024 2023

Gross cash proceeds from sale of assets' $ 92,229 $ 60,766
Fair value

Assets sold $ 92,580 $ 62,221
Derivative assets recognized in the balance sheet 998 1,546
Derivative liabilities recognized in the balance sheet 648 &)

1. The;;jr;yir‘g value of assets derecognized at the time of sale approximates gross cash
proceeds.

The Firmenters into transactions in which it sells securities, primarily equities,
and contemporaneously enters into bilateral OTC derivatives with the
purchasers of the securities, through which it retains exposure to the sold
securities.
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16. Regulatory Requirements
Regulatory Capital Framework

The Firm is an FHC under the Bank Holding Company Act of 1956, as
amended, and is subject to the regulation and oversight of the Board of
Govemors of the Federal Reserve System (“Federal Reserve”). The Federal
Reserve establishes capital requirements for the Firm, including “well-
capitalized” standards, and evaluates the Firm’s compliance with such capital
requirements. The OCC establishes similar capital requirements and standards
for the Firm’s U.S. bank subsidiaries, including, among others, MSBNA and
MSPBNA (together, “U.S. Bank Subsidiaries”). The regulatory capital
requirements are largely based on the Basel III capital standards established
by the Basel Committee on Banking Supervision and also implement certain
provisions of the Dodd-Frank Wall Street Reform and Consumer Protection
Act. In addition, many of the Firm’s regulated subsidiaries are subject to
regulatory capital requirements, including regulated subsidiaries registered as
swap dealers with the CFTC or conditionally registered as security-based
swap dealers with the SEC or registered as broker-dealers or futures
commission merchants.

Regulatory Capital Requirements

The Firm is required to maintain minimum risk-based and leverage-based
capital ratios under regulatory capital requirements. A summary of the
calculations of regulatory capital and RWA follows.

Risk-Based Regulatory Capital. Risk-based capital ratio requirements apply
to Common Equity Tier 1 (“CET1”) capital, Tier 1 capital and Total capital
(which includes Tier 2 capital), each as a percentage of RWA, and consist of
regulatory minimum required ratios plus the Firm’s capital buffer requirement.
Capital requirements require certain adjustments to, and deductions from,
capital for purposes of determining these ratios.

CECL Deferral. Beginning on January 1, 2020, the Firm elected to defer the
effect of the adoption of CECL on its risk-based and leverage-based capital
amounts and ratios, as well as RWA, adjusted average assets and
supplementary leverage exposure calculations, over a five-year transition
period. The deferral impacts began to phase in at 25% per year from January 1,
2022 and were phased-in at 75% from January 1, 2024. The deferral impacts
were fully phased-in from January 1, 2025.
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Capital Buffer Requirements

A At At December 31,
December 31, December 31, 2024 and
2024 2023 December 31, 2023
Standardized Standardized Advanced
Capital buffers
Capital conservation buffer — — 2.5%
SCB 6.0% 5.4% N/A
G-SIB capital surcharge 3.0% 3.0% 3.0%
CCyB' 0% 0% 0%
Capital buffer requirement 9.0% 8.4% 5.5%

1. The CCyB can be set up to 2.5% but is currently set by the Federal Reserve at zero.

The capital buffer requirement represents the amount of CET1 capital the Firm
must maintain above the minimum risk-based capital requirements in order to
avoid restrictions on the Firm’s ability to make capital distributions, including
the payment of dividends and the repurchase of stock, and to pay
discretionary bonuses to executive officers. The Firm’s capital buffer
requirement computed under the standardized approaches for calculating
credit risk and market risk RWA (“Standardized Approach”) is equal to the
sum of the SCB, G-SIB capital surcharge and CCyB, and the capital buffer
requirement computed under the applicable advanced approaches for
calculating credit risk, market risk and operational risk RWA (“Advanced
Approach”) is equal to the sum of the 2.5% capital conservation buffer, G-SIB
capital surcharge and CCyB.

Risk-Based Regulatory Capital Ratio Requirements

At December 31,
and

Decenfktjer 31, Decenqtber 31, December 31,
Regulatory 2023 2023
nimum Standardized Standardized Advanced
Required ratios'
CET1 capital ratio 4.5% 13.5% 12.9% 10.0%
Tier 1 capital ratio 6.0 % 15.0% 14.4% 11.5%
Total capital ratio 8.0 % 17.0% 16.4% 13.5%

1. Required ratios represent the regulatory minimum plus the capital buffer requirement.
Risk-Weighted Assets

RWA reflects both the Firm’s on- and off-balance sheet risk, as well as capital
charges attributable to the risk of loss arising fromthe following:

Credit Risk: The failure of a borrower, counterparty or issuer to meet its
financial obligations to the Firm,

Market Risk: Adverse changes in the level of one or more market prices,
rates, indices, volatilities, correlations or other market factors, such as
market liquidity; and

Operational Risk: Inadequate or failed processes or systems from human
factors or from external events (e.g., fraud, theft, legal and compliance risks,
cyberattacks or damage to physical assets).
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The Firm’s risk-based capital ratios are computed under both (i) the
Standardized Approach and (ii) the Advanced Approach. The credit risk RWA
calculations between the two approaches differ in that the Standardized
Approach requires calculation of RWA using prescribed risk weights, whereas
the Advanced Approach utilizes models to calculate exposure amounts and
risk weights. At December 31, 2024 and December 31, 2023, the differences
between the actual and required ratio were lower under the Standardized
Approach.

Leverage-Based Regulatory Capital. Leverage-based capital requirements
include a minimum Tier 1 leverage ratio of 4%, a minimum SILR of 3% and an
enhanced SLR capital buffer of at least 2%.

The Firm’s Regulatory Capital and Capital Ratios
Risk-based capital
Standardized

Sinnillions At December 31, 2024 At December 31, 2023
Risk-based capital

CET1 capital $ 75,095 $ 69,448
Tier 1 capital 84,790 78,183
Total capital 95,567 88,874
Total RWA 471,834 456,053
Risk-based capital ratio

CET1 capital 15.9 % 15.2 %
Tier 1 capital 18.0 % 17.1%
Total capital 20.3 % 19.5%
Required ratio’

CET1 capital 13.5% 129 %
Tier 1 capital 15.0 % 14.4 %
Total capital 17.0 % 16.4 %

1. Required ratios are inclusive of any buffers applicable as of the date presented.

Leveraged-based capital

Sinnillions At December 31, 2024 At December 31, 2023
Leveraged-based capital

Adjusted average assets' $ 1,223,779 $ 1,159,626
Supplementary leverage exposure? 1,517,687 1,429,552
Leveraged-based capital ratio

Tier 1 leverage 6.9 % 6.7 %
SLR 5.6 % 55%
Required ratio®

Tier 1 leverage 4.0 % 4.0%
SLR 5.0 % 5.0 %

N

. Adjusted average assets represents the denominator of the Tier 1 leverage ratio and is
composed of the average daily balance of consolidated on-balance sheet assets for the quarters
ending on the respective balance sheet dates, reduced by disallowed ill, intangible assets,
investments in covered funds, defined benefit pension plan assets, after-tax gain on sale from
assets sold into securitizations, investments in our own capital instruments, certain deferred tax
assets and other capital deductions.

2. Supplementary leverage exposure is the sum of Adjusted average assets used in the Tier 1
lev ratio and other adjustments, primarily: (i) for derivatives, potential future exposure and
the effective notional principal amount of st d credit protection offset by qualifying purchased
credit ection; (i) the counterparty credit risk for repo-style transactions; and (iii) the credit
equivalent amount for of f-balance sheet exposures.

3. Required ratios are inclusive of any buffers applicable as of the date presented.
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U.S. Bank Subsidiaries’ Regulatory Capital and Capital Ratios

The OCC establishes capital requirements for the U.S. Bank Subsidiaries, and
evaluates their compliance with such capital requirements. Regulatory capital
requirements for the U.S. Bank Subsidiaries are calculated in a similar manner
to the Firm’s regulatory capital requirements, although G-SIB capital surcharge
and SCB requirements do not apply to the U.S. Bank Subsidiaries.

The OCC’s regulatory capital framework includes Prompt Corrective Action
(“PCA”) standards, including “well-capitalized” PCA standards that are based
on specified regulatory capital ratio minimums. For the Firm to remain an FHC,
its U.S. Bank Subsidiaries must remain well-capitalized in accordance with the
OCC’s PCA standards. In addition, failure by the U.S. Bank Subsidiaries to
meet minimum capital requirements may result in certain mandatory and
discretionary actions by regulators that, if undertaken, could have a direct
material effect on the U.S. Bank Subsidiaries’ and the Firm’s financial
statements.

At December 31, 2024 and December 31, 2023, MSBNA and MSPBNA risk-
based capital ratios are based on the Standardized Approach rules. Beginning
on January 1, 2020, MSBNA and MSPBNA elected to defer the effect of the
adoption of CECL on risk-based capital amounts and ratios, as well as RWA,
adjusted average assets and supplementary leverage exposure calculations,
over a five-year transition period. The deferral impacts began to phase in at
25% per year from January 1, 2022 and were phased-in at 75% from January 1,
2024. The deferral impacts were fully phased-in from January 1, 2025.

MSBNA’s Regulatory Capital

At December 31,

Well-Capitalized Required A December 31, 2024 2023

Sinnillions Requirement Ratio' Amount Ratio  Amount Ratio
Risk-based capital
CET1 capital 6.5 % 7.0 %$ 22,165 20.1%$ 21,925 21.7%
Tier 1 capital 80 % 85 % 22,165 201% 21,925 21.7%
Total capital 10.0 % 10.5 % 22,993 209% 22,833 226 %
Leverage-based capital
Tier 1 leverage 50 % 4.0 %$ 22,165 9.7%$ 21,925 10.6 %
SLR 6.0 % 3.0 % 22,165 74% 21,925 82%
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MSPBNA’s Regulatory Capital

At December 31, At December 31,
Well-Capitalized ~ Required 2024 2023

Sinnillians Requirement Ratio' Amount Ratio  Amount  Ratio
Risk-based capital
CET1 capital 6.5 % 7.0 %$ 16,672 26.1%$ 15,388 258 %
Tier 1 capital 80 % 85 % 16,672 26.1% 15388 25.8 %
Total capital 10.0 % 10.5 % 17,004 266% 15675 26.3%
Leverage-based capital
Tier 1 leverage 50 % 4.0 %$ 16,672 7.7%$ 15388 7.5%
SLR 6.0 % 3.0 % 16,672 7.5% 15388 72%

1. Required ratios are inclusive of any buffers applicable as of the date presented. Failure to
maintain the buffers would result in restrictions on the ability to make capital distributions,
including the payment of dividends.

Additionally, MSBNA is conditionally registered with the SEC as a security-
based swap dealer and is registered with the CFTC as a swap dealer. However,
as MSBNA is prudentially regulated as a bank, its capital requirements
continue to be determined by the OCC.

Other Regulatory Capital Requirements
MS&Co. Regulatory Capital

A At
December 31, 2024 December 31, 2023

Sinnillions
Net capital $ 18,483 $ 18,121
Excess net capital 13,883 13,676

MS&Co. is registered as a broker-dealer and a futures commission merchant
with the SEC and the CFTC, respectively, and is registered as a swap dealer
with the CFTC.

As an Alternative Net Capital broker-dealer, and in accordance with Securities
Exchange Act of 1934 (“Exchange Act”) Rule 15¢3-1, Appendix E, MS&Co. is
subject to minimum net capital and tentative net capital requirements and
operates with capital in excess of its regulatory capital requirements. As a
futures commission merchant and registered swap dealer, MS&Co. is subject
to CFTC capital requirements. In addition, MS&Co. must notify the SEC if its
tentative net capital falls below certain levels. At December 31, 2024 and
December 31, 2023, MS&Co. exceeded its net capital requirement and had
tentative net capital in excess of the minimum and notification requirements.

Other Regulated Subsidiaries

Certain other subsidiaries are also subject to various regulatory capital
requirements. Such subsidiaries include the following, each of which operated
with capital in excess of their respective regulatory capital requirements as of
December 31, 2024 and December 31, 2023, as applicable:

» MSSB, a registered U.S. broker-dealer and introducing broker for the futures

business, is subject to, respectively, the minimum net capital requirements
of'the SEC and CFTC.

133

Morgan Stanley

.

MSIP, a London-based broker-dealer subsidiary, is subject to the capital
requirements of the Prudential Regulation Authority (“PRA”). MSIP is also
conditionally registered with the SEC as a security-based swap dealer and
registered with the CFTC as a swap dealer. It currently complies with home-
country capital requirements in lieu of SEC and CFTC capital requirements
pursuant to applicable substituted compliance rules.

Morgan Stanley Furope Holdings SE Group (“MSEHSE Group”), including
MSESE, a Germany-based broker-dealer, is subject to the capital
requirements of the European Central Bank, BaFin and the German Central
Bank. MSESE is also conditionally registered with the SEC as a security-
based swap dealer and registered with the CFTC as a swap dealer. It
currently complies with home-country capital requirements in lieu of SEC
and CFTC capital requirements pursuant to applicable substituted
compliance rules.

MSMS, a Tokyo-based broker-dealer subsidiary, is subject to the capital
requirements of the Financial Services Agency. MSMS is also registered
with the CFTC as a swap dealer but is currently complying with home-
country capital requirements in lieu of CFTC capital requirements pursuant
to applicable substituted compliance rules.

MSCS, a U.S. entity and the Firm’s primary non-bank security-based swap
dealer, is conditionally registered with the SEC as a security-based swap
dealer, registered with the SEC as an OTC derivatives dealer and registered
with the CFTC as a swap dealer. MSCS is subject to the capital requirements
of’both regulators.

MSCG, a U.S. entity, is registered with the CFTC as a swap dealer and is
subject to its capital requirements.

.

Certain other U.S. and non-U.S. subsidiaries of the Firm are subject to various
securities, commodities and banking regulations, and capital adequacy
requirements promulgated by the regulatory and exchange authorities of the
countries in which they operate. These subsidiaries have also consistently
operated with capital in excess of their local capital adequacy requirements.

Restrictions on Payments

The regulatory capital requirements referred to above, and certain covenants
contained in various agreements goveming indebtedness of the Firm, may
restrict the Firm’s ability to withdraw capital from its subsidiaries. The
following table represents net assets of consolidated subsidiaries that may be
restricted as to the payment of cash dividends and advances to the Parent
Company.

A At
December 31, December 31,
Sinnillions 4 2023
Restricted net assets $ 49,914 $ 49,008
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17. Total Equity
Morgan Stanley Shareholders’ Equity
Preferred Stock
Shares .
Qutstanding Carrying Value
A Liquidation A
$Mg@ exoept per Deoe;glz):r 31, l?'grfersreg%e Decezr?)lz):r 3, Decezmglz):ser 31,
Series
A 44,000 $ 25,000 $ 1,100 $ 1,100
C 519,882 1,000 408 408
E 34,500 25,000 862 862
F 34,000 25,000 850 850
I 40,000 25,000 1,000 1,000
K 40,000 25,000 1,000 1,000
L 20,000 25,000 500 500
M 400,000 1,000 430 430
N 3,000 100,000 300 300
o] 52,000 25,000 1,300 1,300
P 40,000 25,000 1,000 1,000
Q 40,000 25,000 1,000 —
Total $ 9,750 $ 8,750
Shares authorized 30,000,000

1. Series C preferred stock is held by MUFG.
The Firm’s preferred stock has a preference over its common stock upon

liquidation. The Firm’s preferred stock qualifies as and is included in Tier 1
capital in accordance with regulatory capital requirements (see Note 16).
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Description of Preferred Stock as of December 31, 2024

itary Redemption

. Shares res Price
Series' 2 Issued per Share per Share® Datet
A 44,000 1,000 $ 25,000 Currently redeemable
C 1,160,791 N/A 1,100 Currently redeemable
E 34,500 1,000 25,000 Currently redeemable
F 34,000 1,000 25,000 Currently redeemable
| 40,000 1,000 25,000 Currently redeemable
K 40,000 1,000 25,000 April 15, 2027
L 20,000 1,000 25,000 January 15, 2025
M 400,000 N/A 1,000 September 15, 2026
N 3,000 100 100,000 COctober 2, 2025
o 52,000 1,000 25,000 January 15, 2027
P 40,000 1,000 25,000 October 15, 2027
Q 40,000 1,000 25,000 October 15, 2029
1. All shares issued are non-cumulative. Each share has a par value of $0.01.
2. Dividends on Series A are based on a floating rate, and dividends on Series C, L, O, P and Q

are based on a fixed rate. D|V|dends on all other Series are based on a f|xed-to-f|oat|ng rate.

3. Series A and C are re at the redemption Fnoe plus accrued and unpaid dividends,

r less of whether d|V|dends are actuall declared, up to but excluding the date of
ption. All other Series are redeemable redemptlon price plus any declared and unpaid
d|V|dends up to but excluding the date f|xed for redemption.

4. Series A and C are currently redeemable at the Firm's optlon in whole or in part, from time to
time. Series E, F and | are currently redeemable, and all other Series are redeemable, at the
Firm’s option (i) in whole or in part, from time to time, on any dividend payment date on or after
the redemption date or (i) in whole but not in part at any time within 90 days following a
regulatory capital treatment event (as described in the terms of that series).

5. Series C'is non-voting perpetual preferred stock. Dividends on the Series C erred stock are
payable, on a non-cumulative basis, as and if declared by the Board of Directors, in cash, at the
rate of 10% per annum of the I|qU|dat|on preference of $1,000 per share.

6. The Firm issued Series P Preferred Stock on August 2, 2022.

7. The Firm issued Series Q Preferred Stock on July 30, 2024,

Common Stock

Roliforward of Common Stock Outstanding

innillions 2024 2023

Shares outstanding at beginning of period 1,627 1,675
Treasury stock purchases' (43) (71)
Other? 23 23
Shares outstanding at end of period 1,607 1,627

1. The Firm's Board of Directors has authorized the repurchase of the Firm's outstanding stock
under a share repurchase program (“Share Repurchase Program”). In addition to the Firm's Share
Re;‘))lurchaste rr%n:j Treasury stock purchases include repurchases of common stock for
employee tax wi ing.

2. Other includes net shares issued to and forfeited from employee stock trusts and issued for
RSU conversions.

Share Repurchases

Sinnillions 2024 2023
Repurchases of common stock under the Firm's
re Repurchase Program $ 3,250 $ 5,300

On June 28, 2024, the Firm announced that its Board of Directors reauthorized
a multi-year repurchase program of up to $20 billion of outstanding common
stock (the “Share Repurchase Authorization”), without a set expiration date,
beginning in the third quarter of 2024, which will be exercised from time to time
as conditions warrant.

Pursuant to the Share Repurchase Program, the Firm considers, among other

things, business segment capital needs, as well as stock-based compensation
and benefit plan
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requirements. Share repurchases under the program will be exercised from time Components of Period Changes in OCI
to time at prices the Firm deems appropriate subject to various factors, 2024
including the Firm’s capital position and market conditions. The share Pre-tax Income After-tax Non-
repurc_hases may b_e effepted t_hrough open market purchases or privately Sinnilions (%2) {m)t (E%g) ﬂ‘te%"t“sg Net
negotiated transactions, including through Rule 10b5-1 plans, and may be CTA
suspended at any time. OCl activity $ (1M7)$ (305) $ (422§ 98) $  (324)
i . Reclassified to eamings — — — — —
Common Shares Outstandlng for Basic and Diluted EPS Net OCI $ (1M7N$ (305) $ (422) $ 98) $§  (3249)
innillians 2024 2023 2022 Change in net unrealized gains (losses) on AFS securities
Weighted average common shares outstanding, basic 1,591 1,628 1,691 OCl activity $ 736 (175) 8 561§ —$ 561
Effect of dilutive RSUs and PSUs 20 18 2 Reclassified to eamings (52) 12 (40) — (40)
Weighted average common shares outstanding and Net OCI $ 684 $ (163) $ 521 § —$ 521
common stock equivalents, diluted 1,611 1,646 1,713 Pension and other
TR 2 5 K soms ss o o@s -5 0
Reclassified to eamings 20 (5) 15 - 15
. Net OCI $ 12 $ — $ 12§ — $ 12
Dividends Change in net DVA
2024 2023 2022 OClI activity $ (729)% 174 ¢ (555) $ 17 ¢ (572
in il Strecdta S|pw?r 1 Total Sr'?a?r " Total Sﬁar?r 1 Total Reclassified to earmings 2z ) 2 o A
Pretorrd Stack Sores o * ¢ Net OC! s_qoys 168 5 (5348 175 (ss)
A § 1,548 § 68 $ 152 % 67 $ 10618 47 Change in fair value of cash flow hedge derivatives
c 100 52 100 52 100 s Oolavly s 98 #s (198 —-s ™
Reclassified to eamings 32 ®) 24 —$ 24
E 1,806 62 1,791 62 1,781 60
F 1,747 60 1,719 58 1,719 59 Net OCi $__(ns 165 G1)S —S 61
| 1,603 64 1,5%4 64 1,5%4 64 2023
K 1,463 59 1,463 59 1,463 59 Pretax  Ingorme Tax Afg.-tax oo
in i in controlli
L 1,219 24 1,219 24 1,219 24 Sinnillions (Loss) (Provision) (Loss) In’[erestr;.g Net
M 59 24 59 24 59 24 CTA
N 8,841 27 9,160 27 5,300 16 OCl activity 5 (™S 5% (0% ms 51
o 1,063 55 1.063 55 1063 55 Reclassified to eamings — — . . .
P 1,625 65 1625 65 739 29 Net OCI $ (3% 5898 (08 s s
Q 750 30 _ _ _ _ Change in net unrealized gains (losses) on AFS securities
Total Profarrad Stook s 590 3 5o 3 759 OCl activity 1,488 $ 33)$ 1135 $ — % 1135
Reclassified to eamings (49) 12 @37 — @37
Common stock $ 355¢ 5745 $ 3253 53083 $ 295% 5108 Net OCI $ 1439 § (341)$ 1,008 $ —$ 1,008
- . Pension and other
1. Common and Preferred Stock dividends are payable quarterly unless otherwise noted. L
2. Series M is payable semiannually until September 15, and thereafter will be payable OCI activity $ (3% %8 ()% —$ ™
uarterly . . i X Reclassified to eamings (18) 3 (15) — (15)
3. es N was payable semiannually until March 15, 2023 and thereafter is payable quarterly. Net OCI $  (114)$ 273 @7$ — 3 @7)
Change in net DVA
. OCl activity $ (1,728)% 424 3 (1,304)$ 40) $ (1,264)
Accumul her Comprehensive Income (L 1
ccumulated Other Comprehensive Income (Loss) Reclassified to eamings 19 5) 14 — 14
Sinnillians CTA Seéﬁn‘sties apngr}sllul”é‘ DVA Cﬁsedgesh fow Total Net OCI $ (17099 4198 (12908 (08 (1,25
December 31, 2021 $ (1,002$ %5 § G50 $ (1,794)$ —$ (3102 Change in fair value of cash flow hedge derivatives
OCI during the period (202 (4437) 43 149 @ @1 Reslssifio o sai el EB boge R
December 31, 2022 (1,204) 4,192 (508) (345) @ (6253 Net OCI e $ 25 § 5)$ 20 $ — $ 20
OCl during the period 51 1,098 @7 (1,250) 20 (168)
December 31, 2023 (1,153) (3,094) (595)  (1,595) 16 (6,421)
OCI during the period (324) 521 12 (551) (51) (393)
December 31, 2024 $ (1,4T7)$  (2573)$  (583)$ (2,146)$ (35)$ (6,814)
CTA—Cumulative foreign curency translation adjustments
1. Amounts are net of tax and noncontrolling interests.
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2022
Pretax  IncomeTax  After-tax Non-
Gain efit Gain controlling
Sinnillions (Loss) (Provision) (Loss) Interests Net
CTA
OCI activity $ (179% 217) $ (3%6) $ (135) $ (261)
Reclassified to eamings — 59 59 — 59
Net OCI $  (179% (158) $ (337) $ (135) $ (202)
Change in net unrealized gains (losses) on AFS securities
OCI activity $ (57208 1,337 § (4383)% —$ 438
Reclassified to eamings (70) 16 (54) — (54)
Net OCI $ (57908 1,353 § (4,437)$ — $ (4,437)
Pension and other
OCl activity $ 383 (13)$ 25 $ — 3% 25
Reclassified to eamings 2 4) 18 — 18
Net OCI $ 60 $ (17) $ 43 $ — $ 43
Change in net DVA
QCl activity $ 1982% 480)$ 1,502 $ 53 § 1,449
Reclassified to eamings — — — — —
Net OCI $ 1982 % (480)$ 1,502 § 53 $ 1,449
Change in fair value of cash flow hedge derivatives
OCl activity $ “$ —$ “$ — $ ()]
Reclassified to eamings — — — — —
Net OCI $ 4)$ —3$ 4)$ — 3 (4)

Cumulative Foreign Currency Translation Adjustments

A At
December 31, December 31,

Sinnillions 2024 2023
Associated with net investments in subsidiaries with a

non-U.S. dollar functional currency $ (4,326) $ (2917)
Hedges, net of tax 2,849 1,764
Total $ (1.477) $ (1.153
Carrying value of net investments in non-U.S. dollar

functional currency subsidiaries subject to hedges 18,303 $ 18,761

Cumulative foreign currency translation adjustments include gains or losses
resulting from translating foreign currency financial statements from their
respective functional currencies to U.S. dollars, net of hedge gains or losses
and related tax effects. The Firm uses foreign currency contracts to manage
the currency exposure relating to its net investments in non-U.S. dollar
functional currency subsidiaries and determines the amount of exposure to
hedge on a pre-tax basis. The Firm may also elect not to hedge its net
investments in certain foreign operations due to market conditions or other
reasons, including the availability of various currency contracts at acceptable
costs. Information relating to the effects on cumulative foreign currency
translation adjustments that resulted from the translation of foreign currency
financial statements and from gains and losses from hedges of the Firm’s net
investments in non-U.S. dollar functional currency subsidiaries is summarized
in the previous table.
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18. Interest Income and Interest Expense
Sinnillions 2024 2023 2022
Interest income
Cash and cash equivalents' $ 3,068 $ 3,408 $ 914
Investment securities 5,161 3,992 3,066
Loans 13,771 12,424 6,988
Securities purchased under agreements to resell? 12,416 7,762 2,188
Securities borrowed® 5,391 5,191 1,020
Trading assets, net of Trading liabilities 5,924 4,488 2,484
Customer receivables and Cther' 8,404 8,584 4,935
Total interest income $ 54135 $ 45849 $ 21,595
Interest expense
Deposits $ 10,368 $ 8216 $ 1,825
Borrowings 13,242 11,437 5,064
Securities sold under agreements to repurchase® 10,787 6,737 1,760
Securities loaned® 1,036 784 503
Customer payables and Other*” 10,091 10,445 3,126
Total interest expense $ 45524 $ 37619 $ 12,268
Net interest $ 8,611 $ 8,230 $ 9,327

1. In 2023, interest-bearing Cash and cash equivalents and related interest were presented
separately for the first time. The prior year amounts for Customer receivables and Other have
been disaggregated to exclude Cash and cash equivalents to align with the current presentation.

2. Includes interest paid on Securities purchased under agreements to resell.

3. Includes fees paid on Securities borrowed.

4. Certain prior-period amounts have been adjusted to conform with the current-period presentation.
This ad#'ustment resulted in a decrease to both interest income and interest ex e of $4,432
million for the year ended December 31, 2023, and no effect on net interest income, with the
entire impact to the Firm recorded within the Institutional Securities segment. See Note 2 for
additional information.

5. Includes interest received on Securities sold under agreements to repurchase.

6. Includes fees received on Securities loaned.

7. Includes fees received from Equity Financing customers related to their short transactions,
which can be under either margin or securities lending arrangements.

Interest income and Interest expense are classified in the income statement
based on the nature of the instrument and related market conventions. When
included as a component of the instrument’s fair value, interest is included
within Trading revenues or Investments revenues. Otherwise, it is included
within Interest income or Interest expense.

Accrued Interest

A At
December 31, December 31,
Sinnillions 2024 2023
Customer and other receivables $ 3322 § 4,206
Customer and other pay ables 3,938 4,360

19. Deferred Compensation Plans and Carried Interest
Compensation

Stock-Based Compensation Plans
Certain current and former employees of the Firm participate in the Firm’s

stock-based compensation plans. These plans include RSUs, PSUs and an
ESPP.
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Stock-Based Compensation Expense

Sinnillions 2024 2023 2022

RSUs $ 1,464 $ 1,607 $ 1,827
PSUs 148 N 40
ESPP 10 1 8
Total $ 1,622 $ 1,709 $ 1,875

Retirement-eligible awards' $ 202 $ 178 $ 176

1. Total expense includes stock-based compensation anticipated to be awarded in January of the
following year that does not contain a future service requirement.

Tax Benefit Related to Stock-Based Compensation Expense

Sinnillions 2024 2023 2022
Tax benefit! $ 343 382 $ 427

1. Excludes income tax consequences related to employ ee share-based award conversions.

Unrecognized Compensation Cost Related to Stock-Based Awards Granted

A
December 31,
2024

Sinnillions

To be recognized in:

2025 $ 510
2026 230
Thereafter 38
Total $ 778

1. Amounts do not include forfeitures or 2024 performance year compensation awarded in January
2025 which will begin to be amortized in 2025.

In connection with awards under its stock-based compensation plans, the Firm
is authorized to issue shares of common stock held in treasury or newly issued
shares.

The Firm generally uses treasury shares, if available, to deliver shares to
employees or employee stock trusts and has an ongoing repurchase
authorization that includes repurchases in connection with awards under its
stock-based compensation plans.

Common Shares Available for Future Awards under Stock-Based

Compensation Plans
A
December 31,
innillions 2024
Shares 109

See Note 17 for additional information on the Firm’s Share Repurchase
Program.

Restricted Stock Units

RSUs are subject to vesting over time, generally one to seven years from the
date of award, contingent upon continued employment and subject to
restrictions on sale, transfer or assignment until conversion to common stock.
All or a portion of an award may be forfeited if employment is terminated
before the end of the relevant vesting period or canceled after the relevant
vesting period in certain situations. Recipients of RSUs may have voting
rights, at the Firm’s discretion, and generally receive dividend equivalents if
the awards vest.
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Vested and Unvested RSU Activity
2024
VAleighted

Number of AV\;i_/r%raanete
staresinnillions Shares Fair Value
RSUs at beginning of period 5 $ 86.92
Awarded 20 85.46
Conversions to common stock (23) 7.1
Forfeited 2 90.84
RSUs at end of period® 54 $ 90.53
Weighted average award date fair value
RSUs awarded in 2023 93.55
RSUs awarded in 2022 96.61

1. At December 31, 2024, the weighted average remaining term until delivery for the outstanding
RSUs was approximately 1.2 years.

Unvested RSU Activity
2024
VAVeighted

Number of Avgr%r%e?te
sharesinnillians Shares Fair Value
Unvested RSUs at beginning of period 28 $ 89.16
Awarded 20 85.46
Vested (19) 85.96
Forfeited @ 90.51
Unvested RSUs at end of period’ 27 $ 88.64

1. Unvested RSUs represent awards where recipients have yet to satisfy either the explicit vesting
terms or retirement-eligible requirements.

Fair Value of RSU Activity'

Sinnillions 2024 2023 2022
Conversions to common stock $ 2,065 $ 2,019 $ 2,301
Vested 1,723 2,260 2,433

1. Fair value of converted stock is based on the share price at conversion. Fair value of vested
stock is based on the share price at the date of vesting.

Performance-Based Stock Units

PSUs vest and convert to shares of common stock only if the Firm satisfies,
over athree-year performance period, performance goals that are determined
on the award date. The number of PSUs that may vest ranges from 0% to 150%
of the target award, based on the Firm’s level of achievement of the specified
performance goals. One-half of a PSU award is eamed based on the Firm’s
average return on tangible common equity (“MS Average ROTCE”) over the
performance period. The other half of a PSU award is eamed based on the
Firm’s total shareholder return, relative to the total shareholder return of the
S&P 500 Financials Sector Index (“MS Relative TSR”) for awards granted prior
to 2023, or for PSU awards granted from 2023 onwards based on the MS
Average ROTCE relative to the Return on Tangible Common Equity of each
member of the defined comparison group (“MS Relative ROTCE”). PSUs have
vesting, conversion and cancellation provisions that are generally similar to
those of RSUs. Dividend equivalents that accrue on these awards are paid in
cash when the awards convert. At December 31, 2024, approximately 2.8
million PSUs at target were outstanding.
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PSU Awards - Fair Value on Award Date

2024 2023 2022
MS Average ROTCE/ Relative ROTCE! $ 83.86 $ 8576 $ 100.12
MS Relative TSR — — 102.17

1. Weighted average price on awerd date

The MS Relative TSR fair values on the award date were estimated using a
Monte Carlo simulation and the following assumptions.

Monte Carlo Simulation Assumptions

' Expected !
Risk-Free Stock Price Correlation
Interest Rate Volatility Coefficient
Award year
2022 13 % 389 % 091

The risk-free interest rate was determined based on the yields available on U.S.
Treasury zero-coupon issues. The expected stock price volatility was
determined using historical volatility. The correlation coefficient was
developed based on historical price data of the Firm and the S&P 500
Financials Sector Index. The model uses an expected dividend yield equivalent
to reinvesting dividends.

Deferred Cash-Based Compensation Plans

DCP generally provide a return to the plan participants based upon the
performance of each participant’s referenced investments.

Deferred Cash-Based Compensation Expense

Sinnillions 2024 2023 2022

Deferred cash-based awards $ 770 $ 693 $ 761
Retumn on referenced investments 672 668 (716)
Total $ 1,442 § 1,361 $ 45
Retirement-eligible awards’ $ 287 $ 259 $ 264

1. Total expense includes deferred cash-based compensation anticipated to be awarded in January
of the following year that does not contain a future service requirement.

Carried Interest Compensation

The Firm generally recognizes compensation expense for any portion of
carried interest (both realized and unrealized) that is allocated to employees.

Carried Interest Compensation Expense

Sinmillions 2024 2023 2022
Expense $ 14§ 48 25
December 2024 Form 10-K
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20. Employee Benefit Plans
Pension Plans
Net Periodic Benefit Expense (Income)

Pension Plans
Sinnillions 2024 2023 2022
Service cost, benefits eamed during the period $ 20 $ 20 $ 19
Interest cost on projected benefit obligation 137 140 111
Expected retum on plan assets (99) (99) (56)
Net amortization of prior service cost 1 1 1
Amortization of net (gains) losses 21 9) 25
Plan settlements — 2 —
Net periodic benefit expense $ 80 $ 55 $ 100

Certain current and former U.S. employees of the Firm and its U.S. affiliates
who were hired before July 1, 2007 are covered by the U.S. pension plan, a
non-contributory defined benefit pension plan that is qualified under Section
401(a) of the Internal Revenue Code (“U.S. Qualified Plan”). The U.S. Qualified
Plan has ceased future benefit accruals.

The Morgan Stanley Supplemental Executive Retirement and Excess Plan
(“SEREP”), is a non-contributory defined benefit plan that is not qualified
under Section 401(a) of the Internal Revenue Code, has ceased future benefit
accruals.

Certain of the Firm’s non-U.S. subsidiaries also have defined benefit pension
plans covering their eligible current and former employees.

The Firm’s pension plans generally provide pension benefits that are based on
each employee’s years of credited service and on compensation levels
specified in the plans.

Roliforward of Pre-tax AOCI

Pension Plans

Sinnillions 2024 2023 2022
Beginning balance $ 821)$ (716) $ (768)
Net gain (loss) (12) (100) 26
Amortization of prior service cost 1 1 1
Amortization of net (gains) losses 21 (©)] 25
Plan settlements, curtailments and amendments 1) 3 —
Changes recognized in OCI 9 (105) 52
Ending balance $ (812) $ (821) $ (716)

The Firm generally amortizes into net periodic benefit expense (income) the
unrecognized net gains and losses exceeding 10% of the greater of the
projected benefit obligation or the market-related value of plan assets. The
U.S. pension plans amortize the unrecognized net gains and losses over the
average life expectancy of participants. The remaining plans generally amortize
the unrecognized net gains and losses and prior service credit over the
average remaining service period of active participants.
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Weighted Average Assumptions Used to Determine Net Periodic Benefit
Expense (Income)

Pension Plans
2024 2023 2022
Discount rate 4.75% 4.93 % 2.80 %
Expected long-term rate of retum on plan assets 4.18 % 3.54% 171 %

The accounting for pension plans involves certain assumptions and estimates.
The expected long-termrate of return for the U.S. Qualified Plan was estimated
by computing a weighted average of the underlying long-term expected
returns based on the investment managers’ target allocations.

Benefit Obligation and Funded Status

Roliforward of the Projected Benefit Obligation and Fair Value of Plan Assets

Pension Plans
Sinnillions 2024 2023
Rollforward of projected benefit obligation
Benefit obligation at beginning of year $ 2,975 § 2,907
Service cost 20 20
Interest cost 137 140
Actuarial (gain) loss' (201) 79
Plan amendments 1 —
Plan settlements 1) (13)
Benefits paid (149) (164)
Other2 (18) 6
Projected benefit obligation at end of year $ 2,764 $ 2,975
Rollforward of fair value of plan assets
Fair value of plan assets at beginning of year $ 2422 $ 2,416
Actual retum on plan assets (114) 78
Employer contributions 38 89
Benefits paid (149) (164)
Plan settlements 1) (13)
Other2 (10) 16
Fair value of plan assets at end of year $ 2,186 $ 2,422
Funded (unfunded) status $ (578) $ (553)
Amounts recognized in the balance sheet
Assets $ ns$ 84
Liabilities (649) (637)
Net amount recognized $ (578) $ (553)

1. Primarily reflects the impact of year-over-year discount rate fluctuations.
2. Primarily includes the impact of foreign curency exchange rate changes.

Accumulated Benefit Obligation

At
December 31, December 31,
Sinnillions 2024 2023

Pension plans $ 2,740 $ 2,956

Pension Plans with Projected Benefit Obligations in Excess of the Fair Value
of Plan Assets

December 31, DecerT;Atber 31,
Sinnillians 2024 2023
Projected benefit obligation $ 2,616 $ 2,821
Accumulated benefit obligation 2,594 2,803
Fair value of plan assets 1,967 2,184
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The pension plans included in the table above may differ based on their
funding status as of December 31 of each year.

Weighted Average Assumptions Used to Determine Projected Benefit
Obligation
Pension Plans

At
December 31,
2023
475 %

A
December 31,
2024
Discount rate 539 %

The discount rates used to determine the benefit obligation were selected by
the Firm, in consultation with its independent actuary. The U.S. pension plans
use a pension discount yield curve based on the characteristics of the plans,
each determined independently. The pension discount yield curve represents
spot discount yields based on duration implicit in a representative broad-
based Aa-rated corporate bond universe of high-quality fixed income
investments. For all non-U.S. pension plans, the assumed discount rates are
based on the nature of liabilities, local economic environments and available
bond indices.

Plan Assets
Fair Value of Plan Assets
At December 31, 2024

Sinnillions Level 1 Level 2 Level 3 Total
Assets
Cash and cash equivalents $ 78 — 3 — $ 7
U.S. government and agency securities 1,638 213 — 1,851
Derivative contracts — 1 — 1
Other investments — — 70 70
Other receivables' — 10 — 10
Total $ 1,645 $ 224 $ 70 $ 1,939
Pssets Measured at NAV
Commingled trust funds:

Money market 27
Foreign funds:

Fixed income 25

Liquidity 13

Targeted cash flow 184
Total $ 249
Liabilities
Other payables' — 2 — 2
Total liabilities $ —$ 2$ — $ 2
Fair value of plan assets $ 2,186
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At December 31, 2023

Sinnillians Level 1 Level 2 Level 3 Total
Pssets
Cash and cash equivalents $ 6% —3 — 3 6
U.S. government and agency securities 1,800 230 — 2,030
Derivative contracts — 3 — 3
Cther investments — — ! 71
Other receivables' 1 15 — 16
Total $ 1807 $ 248 $ M$ 2126
Assets Measured at NAV
Commingled trust funds:
Money market 64
Foreign funds:
Fixed income 62
Liquicity 171
Targeted cash flow 14
Total $ 311
Liabilities
COther payables (1) (14) — (15)
Total liabilities $ (O] (14 $ — 3 (15)
Fair value of plan assets $ 242

1. Cltller receivables and other payables are valued at their camying value, which approximates fair
value.

Roliforward of Level 3 Plan Assets

Sinnillions 2024 2023

Balance at beginning of period $ 7$ 64
Realized and unrealized gains 2 2
Purchases, sales and settlements, net (3) 5
Balance at end of period $ 70 $ 7

There were no transfers between levels during 2024 and 2023.

The U.S. Qualified Plan assets represent 86% and 87% of the Firm’s total
pension plan assets at December 31, 2024 and December 31, 2023, respectively.
The U.S. Qualified Plan uses a combination of active and risk-controlled fixed
income investment strategies. The fixed income asset allocation consists
primarily of fixed income securities and related derivative instruments
designed to approximate the expected cash flows of the plan’s lLabilities to
help reduce plan exposure to interest rate variation and to better align assets
with the obligation. The longer-duration fixed income allocation is expected to
help protect the plan’s funded status and maintain the stability of plan
contributions over the long run. The investment portfolio performance is
assessed by comparing actual investment performance with changes in the
estimated present value of the U.S. Qualified Plan’s benefit obligation.

Derivative instruments are permitted in the U.S. Qualified Plan’s investment
portfolio only to the extent that they comply with all of the plan’s investment
policy guidelines and are consistent with the plan’s risk and return objectives.

As a fundamental operating principle, any restrictions on the underlying
assets apply to the respective derivative product. This includes percentage
allocations and credit quality. Derivatives are used solely for the purpose of
enhancing
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investment returns in the underlying assets and not to circumvent portfolio
restrictions.

Plan assets are measured at fair value using valuation techniques that are
consistent with the valuation techniques applied to the Firm's major
categories of assets and liabilities as described in Notes 2 and 4. OTC
derivative contracts consist of investments in interest rate swaps and total
return swaps. Other investments consist of insurance contracts held by non-
U.S.-based plans. The insurance contracts are valued based on the premium
reserve of the insurer for a guarantee that the insurer has given to the
employee benefit plan that approximates fair value. The insurance contracts
are categorized in Level 3 of the fair value hierarchy.

Commingled trust funds are privately offered funds regulated, supervised and
subject to periodic examination by a U.S. federal or state agency and available
to institutional clients. The trust nmust be maintained for the collective
investment or reinvestment of assets contributed to it from U.S. tax-qualified
employee benefit plans maintained by more than one employer or controlled
group of corporations. The sponsor of the commingled trust funds values the
funds based on the fair value of the underlying securities. Commingled trust
funds are redeemable at NAV at the measurement date or in the near future.

Some non-U.S.-based plans hold foreign funds that consist of investments in
fixed income funds and liquidity funds. Fixed income funds and targeted cash
flow funds are designed to provide a series of fixed annual cash flows
achieved by primarily investing in government bonds. Liquidity funds place a
high priority on capital preservation, stable value and a high liquidity of
assets. Foreign funds are readily redeemable at NA'V.

The Firm generally considers the NAV of commingled trust funds and foreign
funds provided by the fund manager to be the best estimate of fair value.

Expected Contributions

The Firm’s policy is to fund at least the amount sufficient to meet minimum
funding requirements under applicable employee benefit and tax laws. At
December 31, 2024, the Firm expected to contribute approximately $40 million
to its pension plans in 2025 based upon the plans’ current funded status and
expected asset return assumptions for 2025.

BExpected Future Benefit Payments
At December 31, 2024

Sinnillions Pension Plans

2025 $ 161
2026 167
2027 174
2028 179
2029 183
2030-2034 968
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401(k) Plan
Sinnillions 2024 2023 2022
Expense $ 400 $ 397 $ 355

U.S. employees meeting certain eligibility requirements may participate in the
Firm’s 401(k) plan.

Eligible employees receive discretionary 401(k) matching cash contributions as
determined annually by the Firm. The Firm generally matched eligible
employee contributions up to the IRS limit at 4%, or5% up to a certain
compensation level, in 2024 and 2023. Eligible employees with eligible pay less
than or equal to $100,001 also received a fixed contribution equal to 2% of
eligible pay. Contributions are invested among available funds according to
each participant’s investment direction and are included in the Firm’s 401(k)
expense.

Non-U.S. Defined Contribution Pension Plans
Sinnillions
Expense $

2023 2022
173 $ 163

2024
181 $

The Firm maintains separate defined contribution pension plans that cover
eligible employees of certain non-U.S. subsidiaries. Under such plans,
contributions are generally determined based on a fixed rate of base salary
with certain vesting requirements.
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21. Income Taxes
Components of Provision for Income Taxes
Sinnillions 2024 2023 2022
Current
us.:
Federal $ 2,011 $ 1,190 $ 2,518
State and local 660 542 442
Non-U.S.:
UK 487 267 405
Indiat 243 127 17
Japan 115 139 105
Brazl* 57 437 24
Othert 342 344 248
Total $ 3,915 $ 3046 $ 3,759
Deferred
us.:
Federal $ 88 (29%5)$ (803)
State and local (6) (59) (142)
Non-U.S.:
UK 42 12 55
India’ 55 (12) —
Japan 9 (13) 20
Brazil? 6 @3) 25
Other 38 (53) o)
Total $ 152 $ (463) $ (849)
Provision for income taxes $ 4,067 $ 2583 $ 2,910

N

. In 2024, India wes presented separatn%Iy for the first time. The prior period amounts for Other
have been disaggregated to exclude India to align with the current presentation.
In 2023, Brazil was presented separately for the first time. The prior period amounts for Cther
have been disaggregated to exclude Brazil to align with the current presentation.
3. Qn(rjleéNon-U.S. tax provisions for 2024, 2023 and 2022 primarily include Germany, Hong Kong
and Singapore.

Reconciliation of the US. Federal Statutory Income Tax Rate to the Hfective
Income Tax Rate

N

2024 2023 2022

U.S. federal statutory income tax rate 21.0% 21.0% 21.0%
U.S, state and local income taxes, net of

U.S. federal income tax benefits 3.0 34 1.8
Domestic tax credits and tax exempt income (0.6) (1.3) (0.9)
Non-U.S. eamings 1.8 19 0.6
Employ ee share-based awerds (0.6) (1.5) 1.7)
Non+taxable income' (1.9) (2.3) (0.8)
Other 0.4 0.7 0.7
Effective income tax rate 2319 21.9% 20.7 %

1. In 2023, Non-taxable income was presented separately for the first time. The prior period
amounts for Non-U.S. eamings and Other have been disaggregated to exclude Non-taxable
income to align with the current presentation.
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Deferred Tax Assets and Liabilities

A At

Dec 31, Dec 31,
Sinnillians 2024 2023
Gross deferred tax assets
Net operating loss and tax credit carryforwards $ 236 $ 255
Employ ee compensation and benefit plans 2,565 2,636
Allowance for credit losses and other reserves 796 755
Valuation of net trading inventory, investments and receivables 1,808 1,897
Other 223 78
Total deferred tax assets 5,628 5,621
Less: Deferred tax assets valuation allowance 214 211
Deferred tax assets after valuation allowance $ 5414 $ 5,410
Gross deferred tax liabilities
Fixed assets 801 72
Intangibles and goodwill 1,931 2,003
Total deferred tax liabilities $ 2,732 $ 2,775
Net deferred tax assets $ 2,682 $ 2,635

Deferred income taxes reflect the net tax effects of temporary differences
between the financial reporting and tax bases of assets and liabilities and are
measured using the enacted taxrates and laws that will be in effect when such
differences are expected to reverse.

The Firm believes the recognized net deferred tax assets (after valuation
allowance) at December 31, 2024 are more likely than not to be realized based
on expectations as to future taxable income in the jurisdictions in which it
operates.

The eamings of certain foreign subsidiaries and affiliates are indefinitely
reinvested due to regulatory and other capital requirements in foreign
jurisdictions. As of December 31, 2024 and December 31, 2023, the
unrecognized deferred tax liability attributable to indefinitely reinvested
earnings is $405 million and $302 million, respectively.

Rollforward of Unrecognized Tax Benefits

Sinnillions 2024 2023 2022
Balance at beginning of period $ 1,244 $ 1,129 $ 971
| t iti totl

r\gﬁﬁ&s based on tax positions related to the current 202 147 256
Increases based on tax positions related to prior periods 132 141 64
Decreases based on tax positions related to prior

periods (52) (73) (134)
Decreases related to settlements with taxing authorities (174) (79) (6)
Decreases related to lapse of statute of limitations (47) (21) (22)
Balance at end of period $ 1,305 $ 1,244 $ 1,129
Net unrecognized tax benefits' $ 1,159 § 1,090 $ 1,007

1. Represent ending unrecognized tax benefits adjusted for the impact of the federal benefit of
state issues, competent authority amangements and foreign tax credit offsets. If recognized,
these net benefits would favorably impact the effective tax rate in future periods.

It is reasonably possible that significant changes in the balance of
unrecognized tax benefits may occur within the next 12 months. At this time,
however, it is not possible to reasonably estimate the expected change to the
total amount of unrecognized tax benefits and the impact on the Firm’s
effective taxrate over the next 12 months.
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Interest Expense (Benefit) and Penalties Associated with Unrecognized Tax
Benefits, Net of Federal and State Income Tax Benefits

$innillions 2024 2023 2022
Recognized in income statement $ 92 $ 65 $ 39
Accrued at end of period 255 237 175

Interest and penalties related to unrecognized tax benefits are recognized as a
component of the provision for income taxes.

Earliest Tax Year Subject to Examination in Major Tax Jurisdictions

Jurisdiction Tax Year
us. 2017
New York State and New York City 2010
UK 2014
Japan 2020
Hong Kong 2018

The Firmis routinely under examination by the IRS and other tax authorities in
certain countries, such as Japan and the UK., and in states and localities in
which it has significant business operations, such as New York.

The Firm believes that the resolution of these tax examinations will not have a
material effect on the annual financial statements, although a resolution could
have a material impact in the income statement and on the effective tax rate for
any period in which such resolutions occur.

22. Segment, Geographic and Revenue Information

The Firm structures its segments primarily based upon the nature of the
financial products and services provided to customers and its management
organization, which is consistent with the approach used by the Firm’s chief
operating decision maker (“CODM”) to assess the Firm’s financial
performance. The Firm provides a wide range of financial products and
services to its customers in each of its business segments: Institutional
Securities, Wealth Management and Investment Management. For a further
discussion of the business segments, see Note 1.

Revenues and expenses directly associated with each respective business
segment are included in determining its operating results. Other revenues and
expenses that are not directly attributable to a particular business segment are
generally allocated based on each business segment’s respective net
revenues, non-interest expenses or other relevant measures.

As a result of revenues and expenses from transactions with other operating
segments being treated as transactions with external parties for purposes of
segment disclosures, the Firm includes an Intersegment Eliminations category
to reconcile the business segment results to the consolidated results.
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2023
The Firm’s CODM is its Chief Executive Officer, who evaluates segment Sinnillions IS WM M IE Total
performance and allocates resources based on numerous business, strategic Investment banking $ 4578 § 44§ — $ (B4H)$ 4948
and financial considerations. The CODM’s financial considerations include Trading 14,468 823 (59) 31 15263
analysis of multiple segment profit measures, such as Income before provision Investments 177 62 334 — 573
for income taxes and Pre-tax margin. Furthermore, the CODM evaluates certain Commissions and fees’ 2,540 2,219 - (282) 4,537
o . . . 1,2
additional segment performance metrics including Return on average common g:j managemen 45£ 14,212 5,231 (2??) 19,617
equity. The segment profit measures are calculated in accordance with U.S. Total nominterest revenues 22839 18.150 549(;) (é75; 453;/2
GAAP_ and are consistent with the amounts presented in the Firm’s Interest inG 32383 15015 135 (168 45840
consolidated income statement. Interest expense’ 2162 6,807 %4 (1704) 37619
Net interest 221 8,118 (129) 20 8,230
The CODM’s review of the profit measures includes evaluation of segment Net revenues $ 23060 $ 26268 $ 5370 $ (555)$ 54143
profitability and assessment of actual results compared to budget. These Provision for credit losses $ 4015 WS — 8% —§ R
measures are regularly provided to the CODM and are a component of a Compensation and benefits* 8,369 13,972 2217 — 2458
> S . . 9
multifaceted decision-making process regarding segment performance as well _':ot”fompe_nstat'mte"mes ¢ 12’?33; 5 12’28? s 4212;:3 s E%;$ Z%g
as resource and capital allocation. ta nonlerest Sxpenses d : ’ .
Income before ision for income
: . . taxes prov $ 4476 $ 6530 $ 842 $ (35)$ 11,813
Selected Financial Information by Business Segment Provision for income taxes 884 1,508 199 ® 2583
2024 Net income 3,592 5,022 643 @) 920
Sinnilions Is WM IM I/E Total N S Ricabie 1o 139 _ 4 _ 3
Investment banking $ 6170 $§ 653 $ — $ (118)$ 6,705 Net income applicable to Morgan
Trading 15,967 733 9 54 16,763 Stanley $ 3453 $§ 502 $ 639 $ (27$ 9087
Investments 406 85 333 — 824 Pre-tax margin* 19% 25% 16 % N/M 2%
Commissions and fees' 2,905 2,478 — (289) 5,094
Asset management" 2 646 16,501 5,627 (275) 22,499 202
Other 607 657 14 13y 1265 Sinnilicrs IS WM M VE  To
Total nor-interest revenues 26701 21107 5983  (641) 53,150 'Tr:"ad‘?‘tme”t banking $ 12'?2 $ g $ ” $ (g) $ 559
Interest income 39332 16,247 112 (1,556) 54135 |nv£? _— 158) ( e 1) 1(20) > 13'952
Interest experse 87,953 8,934 234 (1597) 45524 Commissions and fess' 2,756 2,467 — (5 498
Net interest 1,379 7,313 (122) P 8,611 Asset = 550 13872 5332 8 19578
28,080 28,420 5,861 600) $ 61,761 ageme ' ' y
Net revenues $ 28, $ 28 $ 5, $_(600)$ Other (295) 502 © (12) 283
Provision for credit |°$§is $ 202 s 62§ — % —3% 24 Total norvinterest revenues 22,438 16,988 5,439 (524) 44,341
Compensation zfnd benefits: 8,669 15,207 2,302 - 26,178 Interest income 13,276 9,579 56 (1,316) 21,595
Non-compensation expenses® 10,460 5411 242 (570) 17,723 Interest expense 11,321 2,150 120 (138) 12,268
Total non-interest expenses $ 19129 $ 20618 $ 4724 $ (570)$ 43,901 Net interest 1,955 7,429 (64) 7 9,327
| bef ision for i 75 517 53,668
r{cat))('é\e ore provision for income § 8740 § 7740 § 1137 § (30)$ 17,59 Net r-eYenues : $ 24393 § 24417 $ 53 $ (B17)$ 53
Provision for income taxes 1947 1852 275 P 4067 Provision for credit losses $ 211 $ 69 $ — —$ 280
; ’ : ’ Compensation and benefits® 8,246 12,534 2,273 — 23053
Net income 6,802 5,888 862 (23) 13,529 i s
Net i applicable to Non-compensation expenses: 9,221 5,231 2,295 (501) 16,246
noncontrolling interests 136 — 3 — 139 Total non-interest expenses $ 17467 $ 17,765 $ 4568 $ (501)$ 39,299
Net income applicable to Morgan Income before ision for income
Stanley " 9" 6666 5 5888 S 859 5 (23)$ 13,390 taxes PO $ 6715 $ 6583 $ 807 $ (1% 14,080
Pre-tax margint 31 % 27% 19 % N/M 28 % Provision for income taxes 1,308 1,444 162 ) 2,910
Net income 5,407 5,139 645 (12) 11,179
Net income applicable to
noncontroll |n%plmmts 165 — (15) — 150
Net income applicable to Morgan
Staniey TP 9Ne s § 5130 § 660§ (12$ 11,09
Pre-tax margin* 28% 27 % 15 % N/M 26 %

1. Substantially all revenues are from contracts with customers.

2. Includes certain fees that may relate to services performed in prior periods.

3. The significant expense c: Oe'tj;ones and amounts align with the segment-level information that is

regularly provided to the C

4. Pretax margin represents income before provision for income taxes as a percentage of net

revenues.

5. Certain prior-period amounts have been adjusted to conform with the current-period presentation.
This ad#ustment resulted in a decrease to both interest income and interest expense of $4,432
million for the year ended December 31, 2023, and no effect on net interest income, with the
entire lmFact to the Firm recorded within the Institutional Securities segment. See Note 2 for
additional information.
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Detail of Investment Banking Revenues

Sinnillions 2024 2023 2022
Institutional Securities—Advisory $ 2378 $ 2244 $ 2,946
Institutional Securities—Underwriting 3,792 2,334 2,289
Firm Investment banking revenues from contracts

with customers 90 % 91 % 0 %
Trading Revenues by Product Type
Sinnillions 2024 2023 2022
Interest rate $ 5901 § 4646 $ 2,808
Foreign exchange 1,170 1,054 1,585
Equity’ 9,005 8,929 7,515
Commodity and other 2,003 1,624 1,466
Credit (1,316) (990) 554
Total $ 16,763 $ 15,263 $ 13,928

1. Dividend income is included within equity contracts.

The previous table summarizes realized and unrealized gains and losses
primarily related to the Firm’s Trading assets and liabilities, from derivative
and non-derivative financial instruments, included in Trading revenues in the
income statement. The Firm generally utilizes financial instruments across a
variety of product types in connection with its market-making and related risk
management strategies. The trading revenues presented in the table are not
representative of the manner in which the Firm manages its business activities
and are prepared in a manner similar to the presentation of trading revenues
for regulatory reporting purposes.

Investment Management Investments Revenues—Net Cumulative
Unrealized Carried Interest
A At
December 31, December 31,
Sinnillians 2024 2023
Net cumulative unrealized performance-based fees at
risk of reversing $ 7% $ 787

The Firm’s portion of net cunulative performance-based fees in the form of
unrealized carried interest, for which the Firm is not obligated to pay
compensation, is at risk of reversing when the returns in certain funds fall
below specified performance targets. See Note 14 for information regarding
general partner guarantees, which include potential obligations to return
performance fee distributions previously received.

Investment Management Asset Management Revenues—Reduction of Fees
Due to Fee Waivers

Sinnillions 2024 2023 2022
Fee waivers $ 99 $ B $ 211

The Firm waives a portion of'its fees in the Investment Management business
segment from certain registered money market funds that comply with the
requirements of Rule 2a-7 of the Investment Company Act of 1940.

December 2024 Form 10-K
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Certain Other Fee Waivers

Separately, the Firm’s employees, including its senior officers, may participate
on the same terms and conditions as other investors in certain funds that the
Firm sponsors primarily for client investment, and the Firm may waive or lower
applicable fees and charges for its employees.

Other Expenses—Transaction Taxes

$innillions 2024 2023 2022
Transaction taxes $ 926 $ 866 $ 910

Transaction taxes are composed of securities transaction taxes and stamp
duties, which are levied on the sale or purchase of securities listed on
recognized stock exchanges in certain markets. These taxes are imposed
mainly on trades of equity securities in Asia and EMEA. Similar transaction
taxes are levied on trades of listed derivative instruments in certain countries.

Net Revenues by Region

Sinnillians 2024 2023 2022
Americas $ 46920 $ 41651 $ 40117
EMEA 7,197 6,058 6,811
Asia 7,635 6,434 6,740
Total $ 61,761 $§ 54143 $ 53,668
Income before Provision for Income Taxes

Sinnillians 2024 2023 202
us. $ 12526 $ 8,334 $ 9,363
Non-U.S.! 5,070 3,479 4,726
Total $ 17,596 $ 11,813 $ 14,089

1. Non-U.S. income is defined as income generated from operations located outside the U.S.

The Firm operates in both U.S. and non-U.S. markets. The Firm’s non-U.S.
business activities are principally conducted and managed through EMEA
and Asia locations. The net revenues disclosed in the previous table reflect
the regional view of the Firm’s consolidated net revenues on a managed basis,
based on the following methodology:

Institutional Securities: Client location for advisory and equity underwriting,
syndicate desk location for debt underwriting, trading desk location for sales
and trading.

Wealth Management: Americas, where representatives operate.

Investment Management: Client location, except certain closed-end funds,
which are based on asset location.

Revenues Recognized from Prior Services

2024 2023 2022
1,870 $ 1,778 $ 2,538

Sinnillions
Non+interest revenues $

The previous table includes revenues from contracts with customers
recognized where some or all services were
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performed in prior periods. These revenues primarily include investment 23. Parent Company

banking advisory fees.
i . Parent Company Only—Condensed Income Statement and Comprehensive
Receivables from Contracts with Customers Income Statement
A At inmili 2024 2023 2022
December 31, December 31, ggver:a:s
Sinnillions 2024 2023 evenu e
Customer and other receivables $ 2,628 $ 2339 Dividends from bank subsidiaries $ 55711 $ 5770% 2875
Dividends from BHC and non-bank subsidiaries 5,229 6,812 8,661
. i . . . Total dividends from subsidiaries 10,800 12,582 11,536
Receivables from contr.acts wth customers, which are included . within Trading 827) 775) (1,143)
Customer and other receivables in the balance sheet, arise when the Firm has Other 36 @1 170
both recorded revenues and the right per the contract to bill the customer. Total nonHinterest revenues 10,009 1,776 10,563
. Interest income 15,739 13,59 5,805
Assets by Business Segment Interest expense 15377 13618 6162
A At Net interest 362 ) (357)
o December 31, December 31, Net revenues 10371 11,754 10,206
f’nt,?t’lﬁtqs | Seourt s 20247 06.608 § 202;’10 =6 Non-interest expenses 358 287 252
Wesith Nenagemert 400,848 365,168 Income before income taxes 10013 1147 994
Investment Management 171615 18:019 Prwision for (benefit flrorrll) inm taxes o (499) (520) (456)
Total' $ 1,215,071 $ 1,193,693 Net income before uncl||stnbuted gain of subsidiaries 10,512 11,987 10,410
Undistributed (loss) gain of subsidiaries 2,878 (2,900) 619
1. Parent assets have been fully allocated to the business segments. Net income 13,390 9,087 11,029
. Other comprehensive income (loss), net of tax:
Total Assets by Region Foreign currency translation adjustments (324) 51 (202)
Change in net unrealized gains (losses) on available-for-
A At sale securities gains ) 521 1,098 (4,437)
December 31, December 31, Pensi nd other
Sinnillions 2024 2023 jons ai 12 (87) 43
Americas 893,170 $ 832,714 Change in net debt valuation adjustment (551) (1,250) 1,449
EMEA 179,187 218,923 Net change in cash flow hedges (51) 20 @
Asia 142,714 142,056 Comprehensive income $ 1297 $ 8919¢% 7878
Total $ 1,215,071 $ 1,193,693 Net income $ 13,390 $ 9,087 $ 11,020
Preferred stock dividends and other 590 557 489
Earnings .'ﬁ)plicable to Morgan Stanley common
shareholders $ 1280 $ 8530 $ 10540
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Parent Company Only—Condensed Balance Sheet

A At
December 31, December 31,
Sinnillions, excent share ddla 2024 2023
Assets
Cash and cash equivalents $ 19,343 $ 16,881
Trading assets at fair value 3,944 4,160
Investment securities:
Rk g
al ,164; al ,179 were
pledged to variotis parties) 22,100 21,515
Held-to-maturity (fair value of $12,050 and $14,093;
$1,715 and $10,010 were pledged to various parties) 13,160 15,284
Securities purchased under agreement to resell to
affl iliatespu ® 26,730 24,693
Advances to subsidiaries:
Bank and BHC 37,370 38,550
Non+bank 154,100 139,250
Equity investments in subsidiaries:
Bank and BHC 60,904 58,949
Non-bank 51,100 50,291
Other assets 1,886 2,595
Total assets $ 390,637 $ 372,168
Liabilities
Trading liabilities at fair value $ 100 $ 44
Securities sold under agreements to rchase from
aliates & repd 13,764 20,203
Payables to and advances from subsidiaries 87,124 73,370
Other liabilities and accrued expenses 3,011 2,539
Borrowings (includes $12,814 and $13,404 at fair value) 182,127 176,884
Total liabilities 286,126 273,130
Commitments and contingent liabilities (see Note 14)
Equity
Preferred stock 9,750 8,750
Common stock, $0.01 par value:
Shares authorized: 3,500,000,000; Shares issued:
2,038,893,979; Shares outstanding: 1,606,653,706 and
1,626,828,437 20 20
Additional paid-in capital 30,179 29,832
Retained eamings 104,989 97,996
Employee stock trusts 5,103 5,314
Accumulated other comprehensive income (loss) (6,814) (6,421)
Common stock held in treasury at cost, $0.01 par value
(432,240,273 and 412,065,542 shares) (33,613) (31,139)
Common stock issued to employ ee stock
trusts wloy (5,103) (6,314)
Total shareholders’ equity 104,511 99,038
Total liabilities and equity $ 390,637 $ 372,168
December 2024 Form 10-K.
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Parent Company Only—Condensed Cash Flow Statement

Sinnillions 2024 2023 2022
Ne; g—;sit;ig;owded by (used for) operating § 10688 S 24914 $ (13064)
Cash flows from investing activities
Proceeds from (payments for):
AFS securities:
Purchases (7,806)  (9362) (1,855
Proceeds from sales — 300 676
Proceeds from paydowns and maturities 7,444 5,479 3,814
HTM securities:
Purchases (1,729) — (4,228)
Proceeds from paydowns and maturities 4,402 4,003 3,434
ngcflfﬂ;'t?s purchased under agreements to resell with 2,037) (1.706) (1.871)
ngcflfﬂé't?s sold under agreements to repurchase with (6,529) (8,389) 1,755
Advances to and investments in subsidiaries (15,191)  (10,097)  (10,574)
Net cash provided by (used for) investing activities (21,446)  (19,772) 1,151
Cash flows from financing activities
Proceeds from:
Issuance of preferred stock, net of issuance costs 995 — [eleY)
Issuance of Borrowings 33,385 23,783 34,431
Payments for:
Borrowings (24,500)  (22,554)  (14,441)
R%%hgsrgss of common stock and employ e tax (4,161) (6,178)  (10,871)
Cash dividends (6,138) (5,763) (5,401)
Net change in advances from subsidiaries 13,839 (3,029) 16,707
Net cash provided by (used for) financing activities 13,420 (13,741) 21,419
Efefqeuclz\tl glf erelzéchange rate changes on cash and cash (200) 147 485
Net increase (decrease) in cash and cash equivalents 2,462 (8,452) 9,991
Cash and cash equivalents, at beginning of period 16,881 25,333 15,342
Cash and cash equivalents, at end of period $ 19343 $ 16881 § 25333
Cash and cash equivalents:
Cash and due from banks $ 66 $ 107 $ 75
Deposits with bank subsidiaries 19,277 16,774 25,258
Cash and cash equivalents, at end of period $ 19343 $ 16831 $ 25333
Restricted cash $ 1086 $ 1,086 $ 836

Supplemental Disclosure of Cash Flow Information

Cash payments for:
Interest $ 15971 $ 14437 § 5,955
Income taxes, net of refunds’ 798 599 3,132

1. Represents total payments, net of refunds, made to various tax authorities and includes taxes
paid on behalf of certain subsidiaries that are subsequently settled between the Parent Company
and these subsidiaries. The settlements received from subsidiaries were $1.6 billion, $1.6 billion
and $2.6 billion for 2024, 2023 and 2022, respectively.

For information on the Parent Company’s preferred stock, see Note 17.
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Parent Company’s Borrowings with Original Maturities Greater than One
Year

A At
December 31, December 31,
Sinnillions 2024 2023
Senior $ 168,413 $ 164,514
Subordinated 13,713 12,370
Total $ 182,126 $ 176,884

Transactions with Subsidiaries

The Parent Company has transactions with its consolidated subsidiaries
determined on an agreed-upon basis and has guaranteed certain unsecured
lines of credit and contractual obligations on certain of its consolidated
subsidiaries.

Guarantees

In the normal course of its business, the Parent Company guarantees certain
of its subsidiaries’ obligations on a transaction-by-transaction basis under
various financial arrangements. The Parent Company has issued guarantees
on behalf of its subsidiaries to various U.S. and non-U.S. exchanges and
clearinghouses that trade and clear securities and/or futures contracts. Under
these guarantee arrangements, the Parent Company may be required to pay
the financial obligations of its subsidiaries related to business transacted on
or with the exchanges and clearinghouses in the event of a subsidiary’s
default on its obligations to the exchange or the clearinghouse. The Parent
Company has not recorded any contingent liability in its condensed financial
statements for these arrangements and believes that any potential
requirements to make payments under these arrangements are remote.

The Parent Company also, in the normal course of business, provides
standard indemnities to counterparties on behalf of its subsidiaries for taxes,
including U.S. and foreign withholding taxes, on interest and other payments
made on derivatives, securities and stock-lending transactions, and certain
annuity products, and may also provide indemmities to or on behalf of
affiliates from time to time for other arrangements. These indemnity payments
could be required, as applicable, based on a change in the tax laws, change in
interpretation of applicable tax rulings or claims arising from contractual
relationships between affiliates. Certain contracts contain provisions that
enable the Parent Company to terminate the agreement upon the occurrence of
such events. The maximum potential amount of future payments that the
Parent Company could be required to make under these indemnifications
cannot be estimated. The Parent Company has not recorded any contingent
liability in its condensed financial statements for these indemnifications and
believes that the occurrence of any events that would trigger payments under
these contracts is remote.

147

Morgan Stanley

Guarantees of Debt Instruments and Warrants Issued by Subsidiaries

A At
December 31, December 31,
Sinnillians 2024 2023
Aggregate balance $ 70,662 $ 60,942
Guarantees under Subsidiary Lease Obligations
A At
December 31, December 31,
Sinnillions 2024 2023
Aggregate balance' $ 628 $ 632

1. Amounts primarily relate to the U.K.
Finance Subsidiary

The Parent Company fully and unconditionally guarantees the securities
issued by Morgan Stanley Finance LLC, a wholly owned finance subsidiary.
No other subsidiary of the Parent Company guarantees these securities.

Resolution and Recovery Planning

As indicated in the Firm’s 2023 resolution plan submitted to the Federal
Reserve and the FDIC, the Parent Company has entered into an amended and
restated support agreement with its material entities (including its wholly
owned, direct subsidiary Morgan Stanley Holdings LLC (the “Funding IHC”))
and certain other subsidiaries. Under the amended and restated secured
support agreement, in the event of a resolution scenario, the Parent Company
would be obligated to contribute all of'its contributable assets to its supported
entities and/or the Funding IHC. The Funding IHC would be obligated to
provide capital and liquidity, as applicable, to its supported entities. The
obligations of the Parent Company and the Funding IHC under the amended
and restated support agreement are in most cases secured on a senior basis by
the assets of the Parent Company (other than shares in subsidiaries of the
Parent Company and certain other assets) and the assets of the Funding IHC.
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Average Balances and Interest Rates and Net Interest Income

Hfect of Volume and Rate Changes on Net Interest Income

AV 2024 Average 2023 2024 versus 2023
i i Increase (Decrease)

Sl i T Bie e
Interest earning assets Sinnilicns Volume Rate Net Change
Cash and cash equivalents': Interest earning assets

us. $ 47,751§ 2,004 42 %$ 56920 $ 23%6 42 % Cash and cash equivalents':

NonU.S. 43406 1064 259 48373 1,02 21 % us. s (@84$ 2 (382)
Investment Non-U.S. (105) 147 42
securities? 156,920 5,161 339 153307 399 26 % Investment securities? % 1,075 1,169
Loans? 226,454 13,771 6.1 9% 215628 12,424 58 % Loans? 624 723 1,347
Securities purchased under agreements to resell: Securities purchased under agreements to resell*:

Us. 65,222 7,332 1.2 9% 47,604 4,714 99 % u.S. 1,745 873 2,618

Non-U.S. 47,735 5,084 10.7 % 61,766 3,048 49 % Non-U.S. (692) 2,728 2,036
Securities borrowed:: Securities borrowed:

us. 110,024 4,985 459 115279 479 42 % US. @19) 410 191

Non-U.S. 18,224 406 22 v, 18,514 397 21 % Non-U.S. 6) 15 9
Trading assets, net of Trading liabilities: Trading assets, net of Trading liabilities:

us. 106,063 5,016 479 93400  37% 41 % us. 514 710 1,224

Non-U.S. 14,385 908 6.3 % 12,783 696 54 % Non-U.S. 87 125 212
Customer receivables and Other'-'°: Customer receivables and Other'-°:

u.s. 52,510 6,223 1.9 % 45,815 6,314 13.8 % us. 923 (1,014) 91)

Non-U.S. 15,889 2,181 13.7 % 14,485 2,270 15.7 % Non-U.S. 220 (309) (89)
Total $ 904,583 § 54,135 6.0 %% 883888 $ 45849 52 % Change in interest income $ 2,801 $ 5,485 $ 8,286
Interest bearing liabilities Interest bearing liabilities
Deposits? $ 350,487 $ 10,368 3.0 %% 342583 $ 8216 24 % Deposits? $ 190 § 1,962 § 2,152
Borrowings?5 265,473 13,242 50 % 233,164 11,437 4.8 % Borrowings?s 1,311 494 1,805
Securities sold under agreements to repurchase?s: Securities sold under agreements to repurchases&:

Us. 18,442 5,336 28.9 % 22,718 3,591 15.8 % us. (676) 2,421 1,745

Non-U.S. 52135 5,451 105 9% 46392 3146 6.8 % Non-U.S. 389 1,916 2,305
Securities loaned’8: Securities loaned’¢:

UsS. 9,499 108 1.1 % 4,244 67 1.6 % us. 83 (42) 4

Non-U.S. 6,853 928 13.5 % 9,470 7 76 % Non-U.S. (198) 409 211
Customer payables and Others-1°: Customer pay ables and Others.10:

Us. 128,853 6,478 50 o 133,069 6,954 52 % u.s. (220) (256) (476)

Non-U.S. 61,237 3,613 59 9% 63916 3,491 55 % Non-U.S. (146) 268 122
Total $ 892,979 § 45,524 51 %$ 860,556 $ 37,619 44 % Change in interest expense $ 733 $ 7,172 § 7,905
Net interest income and net Change in net interest income $ 2,068 $ (1,687) $ 381
interest rate spread $ 8,611 0.9 % $ 8230 0.8 %
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Average Balances and Interest Rates and Net Interest Income

Morgan Stanley

Hfect of Volume and Rate Changes on Net Interest Income

2022 2023 versus 2022
Average Increase éDecrease
o Daily Average Due to Change in:
Sinnillions . Balance Interest Rate Sinnillians Volume Rate Net Change
Interest earning a_ssets . Interest earning assets
Cash and cash equivalents': . Cash and cash equivalents':
zj{-u . $ g;,g $ g ;.i ;a us. $ (12) $ 1,706 $ 1,694
s : 4 % Non-U.S. @7 837 800
:_nv%tment securities? ;ggg gg ;i Zf’ Investment securities? (260) 1,186 926
oans’ g ) S Loans? 360 5,076 5,436
Securities purchased under agreements to resell’: . Securities purchased under agreements to resel:
us. 57,565 1,643 29 oﬂv us. (284) 3,355 3,071
Non-U.S. 62,585 545 0.9 % Non-U.S. @ 2510 2,503
Securities borrowed:: Securities borrowed:
Us. 123,288 1,039 0.8 % us. 67) 3,82 3,755
Non-U.S. 19,345 (19) ©1)% Non-U.S. 1 415 416
Tral(jlnsg assets, net of Trading liabilities: a0 2088 28 Trading assets, net of Trading liabilities:
S : , 8 % us. 510 1,214 1,724
Non-U.S. 14,748 416 28 % Non-U.S. (55) 335 280
Cutl:"JtOSrTEr receivables and Other': 55040 2798 68 Customer receivables and Other'.'o:
.S. g d -© 70 [UAS 693 3,209 2,516
Non-U.S. 15,891 1,137 72 % Non-U.S. 2101; 1.234 1,133
Total $ 01288 $ 215%5 24 % Change in interest income $ (645)$  248% $ 24,254
Interest bearing liabilities . Interest bearing liabilities
ngs?s , 3 2 % Borrowings?s 196 6,187 6,383
Set;lﬂstles sold under agreements to repurchase®: o481 1086 519 Securities sold under agreements to repurchases:
.S. / ) -1 7o us. 63 2,442 2,505
Non.S. 39,631 674 17 % Non-U.S. 115 2,357 2472
Securities loaned™: Securities loaned’:
us. 6,277 37 06 % us. (12) 42 30
Non-U.S. 7,669 466 61 % Non-U.S. 109 142 251
CUSC;TH payables and Other: 3448 1901 14 9% Customer payables and Others-to:
.S , s 4 U.S. (144) 5,107 4,963
Non-U.S. 73,201 1,135 15 % NoU.S. (145) 2501 2356
Total $ 8178 $ 12268 14 % Change i interest expense $ 12 $ 25,159 $ 25,351
Net interest income and net interest rate spread $ 9327 1.0 % Change in net interest income $ (837) $ (260) $ (1,097)
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1.

In 2023, interest-bearing Cash and cash equivalents and related interest were presented
separately for the first time. The prior year amounts for Customer receivables and Other have
been en?:aggregated to exclude Cash and cash equivalents to align with the current
pres ion

2. Amounts include primarily U.S. balances.

3. Includes interest paid on Securities purchased under agreements to resell.

4. Includes fees paid on Securities borrowed.

5. Average daily balance includes borrowings carried at fair value but, for certain borrowings,
interest expense is considered part of fair value and is recorded in Tradmg revenues.

6. Includes interest received on Securities sold under agreements to repurchase.

7. Includes fees received on Securities loaned.

8. The annualized average rate was calculated using (a) interest expense incurred on all securities
sold under agreements to repurchase and securities-loaned transactions, whether or not such
transactions were reported in the balance sheet and (b) net average onrbalance sheet balances,
which exclude certain securities-for-securities transactions.

9. Includes fees received from Equity Financing customers rdated to their short transactions,
which can be under either margin or securities-lending a

10. Certain prior-period amounts have been adjusted to conform with the current-period
presentation. This adjustment resulted in a decrease to both interest income and interest

expense of $4,432 million for the year ended December 31, 2023, and no effect on net interest
income, with the entire impact to the Firm recorded within the Institutional Securities segment.
See Note 2 for additional information.
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Deposits
Average Daily Deposits
2024 2023 202
Average Average Average Average Average Average

Sinnillians Amount Rate Amount Rate Amount Rate
Deposits':

Savi nd

demand~ § 280,926 25 %$ 286513 20 %$ 321,316 04 %
Time 69,561 48 % 56,070 43 % 19425 27 %
Total $ 350,487 3.0 %$ 342,583 24 %$ 340,741 05 %

1. The Firm'’s deposits were primarily held in U.S. offices.
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Glossary of Common Terms and Acronyms

ABS

ACL

AFS

AML

AOCI

AUM
Balance sheet
BHC

bps

Cash flow statement

CCAR
CCyB
CDO

CDS
CECL

CEO
CET1
CFTC
CIN
CLO
CMBS
CMO
CRE
CRM
CTA
CVA
DCP

DCP investments
DVA
EBITDA
EIN
EMEA
EPS

EU
FDIC
FFELP
FHC
FICC
FICO

Financial statements

FVA
FVO
GSIB

Asset-backed securities

Allowance for credit losses

Auvailable-for-sale

Anti-money laundering

Accumulated other comprehensive income (loss)

Assets under management or supervision

Consolidated balance sheet

Bank holding company

Basis points; one basis point equals 1/100th of 1%

Consolidated cash flow statement

Comprehensive Capital Analysis and Review

Countercyclical capital buffer

Collateralized debt obligation(s), including Collateralized
loan obligation(s)

Credit default swaps

Current Expected Credit Losses, as calculated under the
Financial Instruments—Credit Losses accounting update

Chief Executive Officer

Common Equity Tier 1

U.S. Commodity Futures Trading Commission
Credit-linked note(s)

Collateralized loan obligation(s)

Commercial mortgage-backed securities
Collateralized mortgage obligation(s)
Commercial real estate

Credit Risk Management Department
Cumulative foreign currency translation adjustments
Credit valuation adjustment

Employee deferred cash-based compensation plans linked to
investment performance

Investments associated with certain DCP
Debt valuation adjustment

Earnings before interest, taxes, depreciation and amortization
Equity-linked note(s)

Europe, Middle East and Africa
Earnings per common share

European Union

Federal Deposit Insurance Corporation
Federal Family Education Loan Program
Financial holding company

Fixed Income Clearing Corporation

Fair Isaac Corporation

Consolidated financial statements
Funding valuation adjustment

Fair value option

Global systemically important bank
Home Equity Line of Credit
Held-for-investment

Held-for-sale

High-quality liquid assets
Held-to-maturity

Intersegment eliminations

Intermediate holding company
Investment Management
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Income statement
IRS

IS

LCR

LIBOR
LTV
M&A
MSBNA
MS&Co.
MSCG
MSCS
MSEHSE
MSESE
MSIP
MSMS
MSPBNA
MSSB

MUMSS

N/A

NM

NAV
Non-GAAP
NSFR

ocCC
ocC1
(0) M)
OTC

SOFR
S&P
SPE
SPOE
TLAC
UK
UPB
US.

U.S. Bank
Subsidiaries

US. GAAP
VaR

VIE
WACC
WM

Morgan Stanley

Consolidated income statement

Internal Revenue Service

Institutional Securities

Liquidity coverage ratio, as adopted by the U.S. banking
agencies

London Interbank Offered Rate

Loan-to-value

Merger, acquisition and restructuring transaction

Morgan Stanley Bank, N.A.

Morgan Stanley & Co. LLC

Morgan Stanley Capital Group Inc.

Morgan Stanley Capital Services LLC

Morgan Stanley Europe Holdings SE

Morgan Stanley Europe SE

Morgan Stanley & Co. International plc

Morgan Stanley MUFG Securities Co., Ltd.

Morgan Stanley Private Bank, National Association

Morgan Stanley Smith Barney LLC

Mitsubishi UFJ Financial Group, Inc.

Mitsubishi UFJ Morgan Stanley Securities Co., Ltd.

Megawatt hour

Not Applicable

Not Meaningful

Net asset value

Non-generally accepted accounting principles in the U.S.

Net stable fundingratio, as adopted by the U.S. banking

agencies
Office of the Comptroller of the Currency

Other comprehensive income (loss)
Overnight index swap
Over-the-counter

Prudential Regulation Authority
Performance-based stock unit
Residential mortgage-backed securities
Return on average common equity
Return on average tangible common equity
Right-of-use

Restricted stock unit

Risk-weighted assets

Stress capital buffer

U.S. Securities and Exchange Commission
Supplementary leverage ratio

Secured Overnight Financing Rate
Standard & Poor’s

Special purpose entity

Single point of entry

Total loss-absorbing capacity

United Kingdom

Unpaid principal balance

United States of America

MSBNA and MSPBNA

Accounting principles generally accepted in the U.S.
Value-at-Risk

Variable interest entity

Implied weighted average cost of capital

Wealth Management

December 2024 Form 10-K



Table of Contents

Changes in and Disagreements with Accountants on
Accounting and Financial Disclosure

None.

Controls and Procedures

Conclusion Regarding the Effectiveness of Disclosure Controls and
Procedures

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

Management’s Report on Internal Control Over Financial Reporting

The Firm’s management is responsible for establishing and maintaining
adequate internal control over financial reporting. The Firm’s internal control
over financial reporting is designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements
for external purposes in accordance with generally accepted accounting
principles in the United States of America (“U.S. GAAP”).
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The internal control over financial reporting includes those policies and
procedures that:

Pertain to the maintenance of records that, in reasonable detail, accurately
and fairly reflect the transactions and dispositions of the assets of the Firmy
Provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with U.S. GAAP
and that receipts and expenditures are being made only in accordance with
authorizations of the Firm’s management and directors; and

Provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use or disposition of Firmassets that could have a
material effect on the Firm’s financial statements.

Because of its inherent limitations, internal control over financial reporting
may not prevent or detect misstatements. Also, projections of any evaluation
of effectiveness to future periods are subject to the risk that controls may
become inadequate because of changes in conditions or that the degree of
compliance with the policies or procedures may deteriorate.

Management assessed the effectiveness of the Firm’s interal control over
financial reporting as of December 31, 2024. In making this assessment,
management used the criteria set forth by the Committee of Sponsoring
Organizations of the Treadway Commission (“COSO”) in Internal Control—
Integrated Framework (2013). Based on management’s assessment and those
criteria, management believes that the Firm maintained effective internal
control over financial reporting as of December 31, 2024.

The Firm’s independent registered public accounting firm has audited and

issued a report on the Firm’s internal control over financial reporting, which
appears below.
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Report of Independent Registered Public Accounting Firm

To the Shareholders and the Board of Directors of Morgan Stanley:

Opinion on Internal Control over Financial Reporting

We have audited the internal control over financial reporting of Morgan
Stanley and subsidiaries (the “Firm”) as of December 31, 2024, based on
criteria established in Internal Control — Integrated Framework (2013) issued
by the Committee of Sponsoring Organizations of the Treadway Commission
(COSO). In our opinion, the Firm maintained, in all material respects, effective
internal control over financial reporting as of December 31, 2024, based on
criteria established in Internal Control — Integrated Framework (2013) issued
by COSO.

We have also audited, in accordance with the standards of the Public
Company Accounting Oversight Board (United States) (PCAOB), the financial
statements of the Firmas of and for the year ended December 31, 2024 and our
report dated February 21, 2025 expressed an unqualified opinion on those
financial statements.

Basis for Opinion

The Firm’s management is responsible for maintaining effective internal
control over financial reporting and for its assessment of the effectiveness of
internal control over financial reporting, included in the accompanying
Management’s Report on Internal Control Over Financial Reporting. Our
responsibility is to express an opinion on the Firm’s internal control over
financial reporting based on our audit. We are a public accounting firm
registered with the PCAOB and are required to be independent with respect to
the Firm in accordance with the U.S. federal securities laws and the applicable
rules and regulations of the Securities and Exchange Commission and the
PCAOB.

We conducted our audit in accordance with the standards of the PCAOB.
Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether effective internal control over financial
reporting was maintained in all material respects. Our audit included obtaining
an understanding of internal control over financial reporting,

/s/ Deloitte & Touche LIP

New York, New York
February 21, 2025
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assessing the risk that a material weakness exists, testing and evaluating the
design and operating effectiveness of internal control based on the assessed
risk, and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our
opinion.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to
provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s
internal control over financial reporting includes those policies and
procedures that (1) pertain to the maintenance of records that, in reasonable
detail, accurately and fairly reflect the transactions and dispositions of the
assets of the company; (2) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts
and expenditures of the company are being made only in accordance with
authorizations of management and directors of the company; and (3) provide
reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of the company’s assets that
could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting
may not prevent or detect misstatements. Also, projections of any evaluation
of effectiveness to future periods are subject to the risk that controls may
become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.
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Changes in Internal Control Over Financial Reporting

No change in the Firm’s internal control over financial reporting (as such term
is defined in Exchange Act Rule 13a-15(f)) occurred during the quarter ended
December 31, 2024 that materially affected, or is reasonably likely to materially
affect, the Fir’s internal control over financial reporting.

Other Information

None

Disclosure Regarding Foreign Jurisdictions That Prevent
Inspections

Not applicable.
Unresolved Staff Comments

The Firm from time to time receives written comments from the staff of the SEC
regarding its periodic or current reports under the Exchange Act. There are no
comments that remain unresolved that the Firm received not less than 180
days before the end of the year to which this report relates that the Firm
believes are material.

Properties

We have offices, operations and data centers located around the world. Our
global headquarters and principal executive offices are located at 1585
Broadway, New York, New York. Our other principal offices include locations
in Manhattan and the greater New York metropolitan area, London, Frankfurt,
Hong Kong and Tokyo. Our current facilities are adequate for our present and
future operations for each of our business segments, although we may add
offices, depending upon our future operations.

Legal Proceedings

See “Contingencies—ILegal” in Note 14 to the Financial Statements for
information about our material legal proceedings.

Mine Safety Disclosures

Not applicable.
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Market for Registrant’s Common Equity, Related Stockholder
Matters and Issuer Purchases of Equity Securities

Morgan Stanley’s common stock trades under the symbol “MS” on the New
York Stock Exchange. As of January 31, 2025, the Firm had 44,836 holders of
record; however, the Firm believes the number of beneficial owners of the
Firm’s common stock exceeds this number.

The table below sets forth the information with respect to purchases made by
or on behalf of the Firm of its common stock during the fourth quarter of the
year ended December 31, 2024.

Issuer Purchases of Equity Securities

Total Shares

Purchased as Part  Dollar Value of

Total Number of of Share Remaining

Shares Average Price Repurchase Authorized

Sinnillions, exoept per sharecta Purchased'  Paid per Share? Programs. 4 Repurchase
October 1,584,771 $ 118.58 1,372,300 $ 19,087
November 2,662,760 $ 129.24 2,525,000 $ 18,761
December 2,194,830 $ 128.23 2,034,498 $ 18,500

Three Months Ended
December 31, 2024 6,442,361 $ 126.27 5,931,798

N

. Includes 510,563 shares acquired by the Firm in satisfaction of the tax withholdirg obligations on
stock-based awards granted under the Firm's stock-based compensation plans during the three
months ended December 31, 2024.
2Ea(glsudes excise tax of $7 million levied on share repurchases, net of issuances, payable in April
Share purchases under publicly announced authorizations are made pursuant to open-market
rchases, Rule 10b5-1 plans or privately negotiated transactions (including with employee
it plans) as market conditions warrant and at prices the Firm deems appropriate and may
be suspended at any time.
4. The Firm announced that its Board of Directors reauthorized a multi-year repurchase
authorization of up to $20 billion of outstanding common stock (the “Share Repurchase
Authorization”) from time to time as conditions warrant and subject to limitations on distributions
from the Federal Reserve. The Share Repurchase Authorization is for capital management
Bgsrposes and considers, other things, business seghrrament capital needs, as well as equity-
ed compensation and it plan requirements. The Share Repurchase Authorization has no
set expiration or termination date.

w N

On June 28, 2024, the Firm announced that its Board of Directors reauthorized
a multi-year repurchase authorization of up to $20 billion of outstanding
common stock, without a set expiration date, beginning in the third quarter of
2024, which will be exercised from time to time as conditions warrant. For
further information, see “Liquidity and Capital Resources—Regulatory
Requirements—Capital Plans, Stress Tests and the Stress Capital Buffer.”
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Stock Performance Graph

The following graph compares the cumulative total shareholder return
(rounded to the nearest whole dollar) of the Firm’s common stock, the S&P 500
Stock Index and the S&P 500 Financials Sector Index for the last five years.
The graph assumes a $100 investment at the closing price on December 31,
2019 and reinvestment of dividends on the respective dividend payment dates
without commissions. This graph does not forecast future performance of the
Firm’s common stock.

Cumulative Total Return

December 31,2019 — December 31,2024

$300
$200 |
$100 |
$0
Dec-2019  Dec-2020  Dec-2021  Dec-2022  Dec-2023  Dec-2024
Morgan Stanley
----- 8&P 500 Stock Index
S&P 500 Financials Sector Index
At December 31,

2019 2020 2021 2022 2023 2024
Morgan Stanley $ 10000 $ 13806 $ 20240 $ 181.35 $ 20657 $ 288.62
S&P 500 Stock Index 100.00 118.39 152.34 124.73 157.48 196.84
S&P 500 Financials Sector
Index 100.00 98.24 132.50 118.49 132.83 173.35

Directors, Executive Officers and Corporate Governance

Information relating to the Firm’s directors and nominees in the Firm’s
definitive proxy statement for its 2025 annual meeting of shareholders
(“Morgan Stanley’s proxy statement™) is incorporated by reference herein.

Information relating to the Firm’s executive officers is contained in the
“Business” section of this report under “Information about Our Executive
Officers.”

Morgan Stanley’s Code of Ethics and Business Conduct applies to all
directors, officers and employees, including its Chief Executive Officer, Chief
Financial Officer and Deputy Chief Financial Officer. You can find the Code of
Ethics and Business Conduct on the webpage,
www.morganstanley.com/content/dam/msdotcom/en/about-us-
governance/pdf/MS_Code_of Ethics_and Business_Conduct 2024.pdf.
The Firm will post any amendments to the Code of Ethics and Business
Conduct, and any waivers that are required to be disclosed by the rules of
either the U.S. Securities and
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Exchange Commission or the New York Stock Exchange LLC, on the webpage.

Information regarding Morgan Stanley’s Global Policy for Transactions in
Morgan Stanley Securitiess in Morgan Stanley’s proxy statement is
incorporated by reference herein. The full text of Morgan Stanley’s Global
Policy for Transactions in Morgan Stanley Securities is filed hereto as Exhibit
19.

Executive Compensation

Information relating to director and executive officer compensation in Morgan
Stanley’s proxy statement is incorporated by reference herein.

Security Ownership of Certain Beneficial Owners and
Management and Related Stockholder Matters

Information relating to equity compensation plans and security ownership of
certain beneficial owners and management in Morgan Stanley’s proxy
statement is incorporated by reference herein.

Certain Relationships and Related Transactions and Director
Independence

Information regarding certain relationships and related transactions in Morgan
Stanley’s proxy statement is incorporated by reference herein.

Information regarding director independence in Morgan Stanley’s proxy
statement is incorporated by reference herein.

Principal Accountant Fees and Services

Information regarding principal accountant fees and services in Morgan
Stanley’s proxy statement is incorporated by reference herein.

Exhibits and Financial Statement Schedules
Documents filed as part of this report

 The financial statements required to be filed in this annual report on Form
10-K are included in the section titled “Financial Statements and
Supplementary Data.”

Exhibit Index!

Certain of the following exhibits, as indicated parenthetically, were previously
filed as exhibits to registration statements filed by Morgan Stanley or its
predecessor companies under the Securities Act or to reports or registration
statements filed by Morgan Stanley or its predecessor companies under the
Exchange Act and are hereby incorporated by reference to such statements or
reports. Morgan Stanley’s Exchange Act file number is 1-11758. The Exchange
Act file number of
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Morgan Stanley Group Inc., a predecessor company (“MSG”), was 1-9085.

Exhibit No.

Description

3.1

32

4.1*

42

43

Amended and Restated Certificate of Incorporation of
Morgan Stanley, as amended to date (Exhibit 3.1 to Morgan
Stanley’s quarterly report on Form 10-Q for the quarter
ended June 30, 2024).

Amended and Restated Bylaws of Morgan Stanley, as
amended to date (Exhibit 3.1 to Morgan Stanley’s current
report on Form 8-K dated December 8, 2023).

Description of Securities Registered Pursuant to Section 12
of'the Securities Fxchange Act of 1934.

Amended and Restated Senior Indenture dated as of May 1,
1999 between Morgan Stanley and The Bank of New York,
as trustee (Exhibit 4¢ to Morgan Stanley’s Registration
Statement on Form S-3/A (No. 333-75289) as amended by
Fourth Supplemental Senior Indenture dated as of October 8,
2007 (Exhibit 4.3 to Morgan Stanley’s annual report on Form
10-K for the fiscal year ended November 30, 2007).

Senior Indenture dated as of November 1, 2004 between
Morgan Stanley and The Bank of New York, as trustee
(Exhibit 4-f to Morgan Stanley’s Registration Statement on
Form S-3/A (No. 333-117752), as amended by First
Supplemental Senior Indenture dated as of September 4, 2007
(Exhibit 4.5 to Morgan Stanley’s annual report on Form 10-K
for the fiscal year ended November 30, 2007), Second
Supplemental Senior Indenture dated as of January 4, 2008
(Exhibit 4.1 to Morgan Stanley’s current report on Form 8-K
dated January 4, 2008), Third Supplemental Senior Indenture
dated as of September 10, 2008 (Exhibit 4 to Morgan
Stanley’s quarterly report on Form 10-Q for the quarter
ended August 31, 2008), Fourth Supplemental Senior
Indenture dated as of December 1, 2008 (Exhibit 4.1 to
Morgan Stanley’s current report on Form 8-K dated
December 1, 2008), Fifth Supplemental Senior Indenture
dated as of April 1, 2009 (Exhibit 4 to Morgan Stanley’s
quarterly report on Form 10-Q for the quarter ended
March 31, 2009), Sixth Supplemental Senior Indenture dated
as of September 16, 2011 (Exhibit 4.1 to Morgan Stanley’s
quarterly report on Form 10-Q for the quarter ended
September 30, 2011), Seventh Supplemental Senior Indenture
dated as of November 21, 2011 (Exhibit 44 to Morgan
Stanley’s annual report on Form 10-K for the year ended
December 31, 2011), Eighth Supplemental Senior Indenture
dated as of May 4, 2012 (Exhibit 4.1 to Morgan Stanley’s
quarterly report on Form 10-Q for the quarter ended June 30,
2012), Ninth Supplemental Senior Indenture dated as of
March 10, 2014 (Exhibit 4.1 to Morgan Stanley’s quarterly
report on Form 10-Q for the quarter ended March 31, 2014),
Tenth Supplemental Senior Indenture dated as of January 11,
2017 (Exhibit 4.1 to Morgan Stanley’s current report on Form
8-K dated January 11, 2017) and Eleventh Supplemental
Senior Indenture dated as of March 24, 2021 (Exhibit 4.4 to
Morgan Stanley's annual report on Form 10-K for the year
ended December 31, 2021).
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Description

44

4.5

4.6

4.7

4.8

4.9

4.10

4.11

4.12

4.13
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The Unit Agreement Without Holders’ Obligations, dated as
of August 29, 2008, between Morgan Stanley and The Bank
of New York Mellon, as Unit Agent, as Trustee and Paying
Agent under the Senior Indenture referred to therein and as
Warrant Agent under the Warrant Agreement referred to
therein (Exhibit 4.1 to Morgan Stanley’s current report on
Form 8-K dated August 29, 2008).

Subordinated Indenture dated as of October 1, 2004 between
Morgan Stanley and The Bank of New York, as trustee
(Exhibit 4-g to Morgan Stanley’s Registration Statement on
Form S-3/A (No. 333-117752)).

Junior Subordinated Indenture dated as of October 12, 2006
between Morgan Stanley and The Bank of New York, as
trustee (Exhibit 4.1 to Morgan Stanley’s current report on
Form 8-K dated October 12, 2006).

Deposit Agreement dated as of July 6, 2006 among Morgan
Stanley, JPMorgan Chase Bank, N.A. and the holders from
time to time of the depositary receipts described therein
(Exhibit 4.3 to Morgan Stanley’s quarterly report on Form 10-
Q for the quarter ended May 31, 2006).

Form of Deposit Agreement among Morgan Stanley,
JPMorgan Chase Bank, N.A. and the holders from time to
time of the depositary receipts representing interests in the
Series A Preferred Stock described therein (Exhibit 2.4 to
Morgan Stanley’s Registration Statement on Form 8-A dated
July 5, 2006).

Depositary Receipt for Depositary Shares, representing
Floating Rate Non-Cumulative Preferred Stock, Series A
(included in Exhibit 4.8 hereto).

Form of Deposit Agreement among Morgan Stanley, The
Bank of New York Mellon and the holders from time to time
ofthe depositary receipts representing interests in the Series
E Preferred Stock described therein (Exhibit 2.6 to Morgan
Stanley’s Registration Statement on Form 8-A dated
September 27, 2013).

Depositary Receipt for Depositary Shares, representing
Fixed-to-Floating Rate Non-Cunmulative Preferred Stock,
Series E (included in Exhibit 4.10 hereto).

Form of Deposit Agreement among Morgan Stanley, The
Bank of New York Mellon and the holders from time to time
of the depositary receipts representing interests in the Series
F Preferred stock described therein (Exhibit 2.4 to Morgan
Stanley’s Registration Statement on Form 8-A dated
December 9, 2013).

Depositary Receipt for Depositary Shares, representing
Fixed-to-Floating Rate Non-Cumulative Preferred Stock,
Series F (included in Exhibit 4.12 hereto).


https://www.sec.gov/Archives/edgar/data/895421/000089542124000403/exhibit31q22024_10-q.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010323017337/dp203777_ex0301.htm
https://www.sec.gov/Archives/edgar/data/895421/000089542125000304/exhibit41q42024_10k.htm
https://www.sec.gov/Archives/edgar/data/895421/0000950103-99-000348.txt
https://www.sec.gov/Archives/edgar/data/895421/000119312508013719/dex43.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010304001615/nov0104_ex04f.txt
https://www.sec.gov/Archives/edgar/data/895421/000119312508013719/dex45.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010308000036/dp08172_ex0401.htm
https://www.sec.gov/Archives/edgar/data/895421/000119312508208512/dex4.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010308002935/dp11987_ex0401.htm
https://www.sec.gov/Archives/edgar/data/895421/000119312509102880/dex4.htm
https://www.sec.gov/Archives/edgar/data/895421/000119312511299890/d231401dex41.htm
https://www.sec.gov/Archives/edgar/data/895421/000119312512081807/d262950dex44.htm
https://www.sec.gov/Archives/edgar/data/895421/000119312512337734/d387870dex41.htm
https://www.sec.gov/Archives/edgar/data/895421/000119312514184868/d710773dex41.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010317000332/dp71880_ex0401.htm
https://www.sec.gov/Archives/edgar/data/895421/000089542122000400/exhibit44q42021_10k.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010308002282/dp11213_ex0401.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010304001615/nov0104_ex04g.txt
https://www.sec.gov/Archives/edgar/data/895421/000095010306002356/ex0401.htm
https://www.sec.gov/Archives/edgar/data/895421/000119312506143244/dex43.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010306001696/ex0204.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010306001696/ex0204.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010306001696/ex0204.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010313005660/dp40937_ex2-6.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010313005660/dp40937_ex2-6.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010313005660/dp40937_ex2-6.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010313007165/dp42469_ex0204.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010313007165/dp42469_ex0204.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010313007165/dp42469_ex0204.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010313007165/dp42469_ex0204.htm
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4.14

4.15

4.16

4.17

4.18

4.19

4.20

421

422

423

424

Form of Deposit Agreement among Morgan Stanley, The
Bank of New York Mellon and the holders from time to time
ofthe depositary receipts representing interests in the Series
I Preferred stock described therein (Exhibit 2.4 to Morgan
Stanley’s Registration Statement on Form 8-A dated
September 17, 2014).

Depositary Receipt for Depositary Shares, representing
Fixed-to-Floating Rate Non-Cunulative Preferred Stock,
Series I (included in Exhibit 4.14 hereto).

Form of Deposit Agreement among Morgan Stanley, The
Bank of New York Mellon and the holders from time to time
of the depositary receipts representing interests in the Series
K Preferred Stock described therein (Exhibit 2.4 to Morgan
Stanley’s Registration Statement on Form 8-A dated
January 30, 2017).

Depositary Receipt for Depositary Shares, representing
Fixed-to-Floating Rate Non-Cunulative Preferred Stock,
Series K (included in Exhibit 4.16 hereto).

Form of Deposit Agreement among Morgan Stanley, The
Bank of New York Mellon and the holders from time to time
of the depositary receipts representing interests in the Series
L Preferred Stock described therein (Exhibit 2.4 to Morgan
Stanley’s Registration Statement on Form 8-A dated
November 22, 2019).

Depositary Receipt for Depositary Shares, representing
4.875% Non-Cumulative Preferred Stock, Series L (included
in Exhibit 4.18 hereto).

Form of Deposit Agreement among Morgan Stanley, The
Bank of New York Mellon and the holders from time to time
ofthe depositary receipts representing interests in the Series
N Preferred Stock described therein (Exhibit 4.5 to Morgan
Stanley’s current report on Form 8-K dated October 2, 2020).

Depositary Receipt for Depositary Shares, representing
Fixed-to-Floating Rate Non-Cumulative Preferred Stock,
Series N (included in Exhibit 4.20 hereto).

Form of Deposit Agreement among Morgan Stanley, The
Bank of New York Mellon and the holders from time to time
of the depositary receipts representing interests in the Series
O Preferred Stock described therein (Exhibit 2.4 to Morgan
Stanley’s Registration Statement on Form 8-A dated October
22,2021).

Depositary Receipt for Depositary Shares, representing
4.250% Non-Cumulative Preferred Stock, Series O (included
in Exhibit 4.22 hereto).

Form of Deposit Agreement among Morgan Stanley, The
Bank of New York Mellon and the holders from time to time
of the depositary receipts representing interests in the Series
P Preferred Stock described therein (Exhibit 2.4 to Morgan
Stanley’s Registration Statement on Form 8-A dated August
1,2022).
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4.25

4.26

427

10.1

10.2

10.3F

10.4+*

10.5¢

10.61*

Depositary Receipt for Depositary Shares, representing
6.500% Non-Cumulative Preferred Stock, Series P (included
in Exhibit 4.24 hereto).

Form of Deposit Agreement among Morgan Stanley, The
Bank of New York Mellon and the holders from time to time
of the depositary receipts representing interests in the Series
Q Preferred Stock described therein (Exhibit 2.4 to Morgan
Stanley’s Registration Statement on Form §-A dated July 29,
2024).

Depositary Receipt for Depositary Shares, representing
6.625% Non-Cumulative Preferred Stock, Series Q (included
in Exhibit 4.26 hereto).

Amended and Restated Trust Agreement dated as of
January 1, 2018 by and between Morgan Stanley and State
Street Bank and Trust Company (Exhibit 10.1 to Morgan
Stanley’s quarterly report on Form 10-Q for the quarter
ended March 31, 2018).

Amended and Restated Investor Agreement dated as of
June 30, 2011 by and between Morgan Stanley and
Mitsubishi UFJ Financial Group, Inc. (Exhibit 10.1 to Morgan
Stanley’s current report on Form 8-K dated June 30, 2011), as
amended by Third Amendment, dated October 3, 2013
(Exhibit 10.1 to Morgan Stanley’s quarterly report on Form
10-Q for the quarter ended September 30, 2013), Fourth
Amendment, dated April 6, 2016 (Exhibit 10.1 to Morgan
Stanley’s quarterly report on Form 10-Q for the quarter
ended March 31, 2016), Fifth Amendment, dated October 4,
2018 (Exhibit 10.3 to Morgan Stanley’s annual report on
Form 10-K for the year ended December 31, 2020), Sixth
Amendment, dated April 13, 2021 (Exhibit 10.1 to Morgan
Stanley’s quarterly report on Form 10-Q for the quarter
ended June 30, 2021) and Seventh Amendment, dated
October 13, 2023 (Exhibit 10.1 to Morgan Stanley’s quarterly
report on Form 10-Q for the quarter ended September 30,
2023).

Morgan Stanley 401(k) Plan, amended and restated as of
January 1, 2018 (Exhibit 104 to Morgan Stanley’s annual
report on Form 10-K for the year ended December 31, 2018),
as amended by Amendment (Exhibit 104 to Morgan
Stanley’s annual report on Form 10-K for the year ended
December 31, 2019), Amendment (Exhibit 10.6 to Morgan
Stanley’s annual report on Form 10-K for the year ended
December 31, 2020), Amendment (Exhibit 104 to Morgan
Stanley’s annual report on Form 10-K for the year ended
December 31, 2021), Amendment (Exhibit 104 to Morgan
Stanley’s annual report on Form 10-K for the year ended
December 31, 2022) and Amendment (Exhibit 10.4 to Morgan
Stanley’s annual report on Form 10-K for the year ended
December 31, 2023).

Amendment to Morgan Stanley 401(k) Plan, dated December
16, 2024.

Tax Deferred Equity Participation Plan as amended and
restated as of November 26, 2007 (Exhibit 10.9 to Morgan
Stanley’s annual report on Form 10-K for the fiscal year
ended November 30, 2007).

Directors’ Equity Capital Accumulation Plan as amended and
restated as of November 1, 2024 .
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https://www.sec.gov/Archives/edgar/data/895421/000095010314006466/dp49485_ex0204.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010314006466/dp49485_ex0204.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010314006466/dp49485_ex0204.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010317000767/dp72315_ex0204.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010317000767/dp72315_ex0204.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010317000767/dp72315_ex0204.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010317000767/dp72315_ex0204.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010319015807/dp116140_ex0204.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010319015807/dp116140_ex0204.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010319015807/dp116140_ex0204.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010319015807/dp116140_ex0204.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010320019435/dp138036_ex0405.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010320019435/dp138036_ex0405.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010320019435/dp138036_ex0405.htm
https://www.sec.gov/Archives/edgar/data/895421/000095010321016287/dp160193_ex0204.htm
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Exhibit No. Description Exhibit No. Description

10.7% Employees’ Equity Accumulation Plan as amended and 10.20 Form of Award Certificate for Discretionary Retention
restated as of November 26, 2007 (Exhibit 10.12 to Morgan Awards of Stock Units (Exhibit 10.20 to Morgan Stanley’s
Stanley’s annual report on Form 10-K for the fiscal year annual report on Form 10-K for the year ended December 31,
ended November 30, 2007). 2023).

10.8% Employee Stock Purchase Plan as amended and restated as 10.21% Form of Award Certificate for Discretionary Retention
of August 1, 2022 (Exhibit 10.8 to Morgan Stanley's annual Awards under the Morgan Stanley Compensation Incentive
report on Form 10-K for the year ended December 31, 2022). Plan (Exhibit 1021 to Morgan Stanley’s annual report on

10.91 Morgan Stanley Supplemental Executive Retirement and Form 10-K for the year ended December 31, 2023).
Excess Plan, amended and restated effective December 31, 10.227* Form of Award Certificate for Performance Stock Unit
2008 (Exhibit 10.2 to Morgan Stanley’s quarterly report on Awards.
Form 10-Q for the quarter ended March 31, 2009) as amended 1093+ Form of Aircraft Time-Sharing Agreement (Exhibit 10.1 to
by Amendment (Exhibit 10.5 to Morgan Stanley’s quarterly Morgan Stanley’s quarterly report on Form 10-Q for the
report on Form 10-Q for the quarter ended June 30, 2009), quarter ended September 30, 2020).
Amendment (Exhibit 10.19 to Morgan Stanley’s annual report 19% Global Policy for T: Lo M Stanley Securiti
on Form 10K for the year ended December 31, 2010), obal Policy for Transactions in Morgan Stanley Securities.
Amendment (Exhibit 103 to Morgan Stanley’s quarterl 21* Subsidiaries of Morgan Stanley.

g ys g y

report on Form 10-Q for the quarter ended June 30, 2011) and 2% Guarantor and Subsidiary Issuer of Registered Guaranteed
Amendmenlg 1E)d111(l))1t 1f0.1 }tlo Morgan %taglesy’s %negl(})] Securities.
5%1912? on Form 10-Q for the quarter ended September 30, 23.1* Consent of Deloitte & Touche LLP.

10.10f Form of Deferred Compensation Agreement under the Pre- 24 Powers ofAttorne. mciluded on sl nature- agel.
Tax Incentive Program 2 (Exhibit 10.12 to MSG’s annual 31.1* Rule 13a-14(a) Certification of Chief Executive Officer.
report for the fiscal year ended November 30, 1996). 31.2% Rule 13a-14(a) Certification of Chief Financial Officer.

10.11F Morgan Stanley UK Share Ownership Plan (Exhibit 4.1 to 32.1%* Section 1350 Certification of Chief Executive Officer.
%gflgjggssg‘)nley s Registration Statement on Form -8 (No. 37 puex Section 1350 Certification of Chief Financial Officer.

) S 97 Morgan Stanley Compensation Recoupment Policy (Exhibit

10.12¢ %"Ilg pslﬁgingrvzngéﬁ O%{; ?lﬁggéogsfoég}ﬁoh\égé%g gtag(l)%}; 97 to Morgan Stanley’s annual report on Form 10-K for the

(Exhibit 10.36 to Morgan Stz’mley ’s annual report on Form 10- year enc.led Decer'gber 31, 2023). .

K for the year ended December 31, 2009). 101 Interactive Data Files pursuant to Rule 405 of Regulation S-T
10.13F Aircraft Time-Sharing Agreement, dated as of January 1, fggrl?ﬁte%glmlf},hne eXtensible Business Reporting Language

2010, by and between Corporate Services Support Corp. and ( ¢ ): . . . .

James P. Gorman (Exhibit 10.1 to Morgan Stanley’s quarterly 104 Cover Page Interactive Data File (formatted in Inline XBRL

report on Form 10-Q for the quarter ended March 31, 2010). and contained in Exhibit 101).

10.14+ Agreement between Morgan Stanley and James P. Gorman, 1. For purposes of this Exhibit Index, references to “The Bank of New York’ mean in some
dated August 16, 2005, and amendment dated December 17, instances the entity successor to JPMbrgan Chase Bank, N.A or J.P. Morgan Trust Company,
2008 (Eshibit 102 to Morgan Stanley’s quarterly report on I'jmﬁl asAlsTsxeoc(l‘fﬁgg Nregr?hgtg?BtgnkJ in somg i%lgsr%e%ag;(,thl\ééucggr&t?g mic;mg
Form 10-Q for the quarter ended March 31, 2010), as references to “J.P. Morgan Trust Company, N.A” mean the entity formerly known as Bank One
amended by Amendment (Exhibit 10.25 to Morgan Stanley’s Trust Company, N.A., as successor to The First National Bank o¥ Chicago.
annual report on Form 10-K for the year ended December 31, N Filed h th
2013). iled herewith.

10.15F Form of Restrictive Covenant Agreement (Exhibit 10 to **  Furnished herewith.

Morgan Stanley’s current report on Form 8K dated + Management contract or compensatory plan or arrangement required
November 22, 2005). to be filed as an exhibit to this Form 10-K pursuant to Item 15(b).

10.16+ Equity Incentive Compensation Plan, as amended and
restateq as of December 14, 2020 (Exiibit 10.19 to Morgan Note: Other instruments defining the rights of holders of long-term debt
Stanley's annual report on Form 10-K for the year ended " . s .

December 31, 2020). secu.ntles of Morgan Stanley and 1ts' subsidiaries are omitted pursuant to

10,174 Morean Stanley Compensation Incentive Plan. as amended Section (b)(4)(iii) of Item 601 of Regulation S-K. Morgan Stanley hereby agrees

' and restated as of December 16, 2004 B to furr}ish copies of these instruments to the U.S. Securities and Exchange
10.18+* Morgan _Stanley Schedule of Non-Employee Directors Commission upon request.
Annual Compensation. effective as of November 1. 2024.
10.19+* Description of Executive Health Coverage.
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Signatures

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange
Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized, on February 21, 2025.

MORGAN STANLEY
(REGISTRANT)
By: /s/ EDWARD PICK

(Edward Pick)
Chairman of the Board and Chief Executive Officer

POWER OF ATTORNEY

We, the undersigned, hereby severally constitute Sharon Yeshaya, Fric F.
Grossman and Martin M. Cohen, and each of them singly, our true and lawful
attorneys with full power to them and each of themto sign for us, and in our
names in the capacities indicated below, any and all amendments to the annual
report on Form 10-K filed with the Securities and Exchange Commission,
hereby ratifying and confirming our signatures as they may be signed by our
said attorneys to any and all amendments to said annual report on Form 10-K.

Pursuant to the requirements of the Securities Exchange Act of 1934, this
report has been signed below by the following persons on behalf of the
Registrant and in the capacities indicated on the 215t day of February, 2025.

Signature Title
Chairman of the Board and Chief
/s/ EDWARD PICK Executive Officer
(Edward Pick) (Principal Executive Officer)

Executive Vice President and Chief
Financial Officer

(Principal Financial Officer)

/s/ SHARON YESHA YA
(Sharon Yeshaya)

/s/ RAJA J. AKRAM
(Raja J. Akram)

Deputy Chief Financial Officer
(Chief Accounting Officer and

Controller)
/s/ MEGAN BUTLER Director
(Megan Butler)
/s/ THOMAS H. GLOCER Director

(Thomas H. Glocer)
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Signature Title
/s/ ROBERT H. HERZ Director
(Robert H. Herz)
/s/ ERIKA H. JAMES Director
(Erika H. James)
/s/ HIRONORI KAMEZAW A Director
(Hironori Kamezawa)
/s/ SHELLEY B. LEIBOWITZ Director
(Shelley B. Leibowitz)
/s/ JAMI MISCIK Director
(Jami Miscik)
/s/ MASATO MIYACHI Director
(Masato Miyachi)
/s/ DENNIS M. NALLY Director
(Dennis M. Nally)
/s/ MARY L. SCHAPIRO Director
(Mary L. Schapiro)
/s/ PERRY M. TRAQUINA Director
(Perry M. Traquina)
/s/ RAYFORD WILKINS, JR. Director
(Rayford Wilkins, Jr.)
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