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Available Information

We file annual, quarterly and current reports, proxy statements and other information with the 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 and our sustainability
initiatives at www.morganstanley.com/about-us/sustainability-at-morgan-stanley. Our webpages include:

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

*  Charters for our Audit Committee, Compensation, Management Development and Succession Committee, Nominating
and Governance 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

*  Sustainability Report.

Our Code of Ethics 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 (“NYSE”)
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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Risk Factors

In addition to “Risk Factors” in Part I, Item 1A of the 2019 Form
10-K, please refer to the risk factor under Item 8.01 “Other
Matters,” in the Current Report on Form 8-K filed with the SEC
on April 16, 2020 and the additional risk factors under “Risk
Factors” in the Registration Statement on Form S-4 filed with
the SEC on April 17,2020, as amended.

Morgan Stanley

June 2020 Form 10-Q
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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-Q.

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

Institutional Securities provides investment banking, sales
and trading, lending and other services to corporations,
governments, financial institutions and high to ultra-high net
worth clients. Investment banking services consist of capital
raising and financial advisory services, including services
relating to the underwriting of debt, equity and other
securities, as well as advice on mergers and acquisitions,
restructurings, real estate and project finance. Sales and
trading services include sales, financing, prime brokerage and
market-making activities in equity and fixed income products,
including foreign exchange and commodities. Lending
activities include originating corporate loans and commercial
real estate loans, providing secured lending facilities, and
extending financing to sales and trading customers. Other
activities include Asia wealth management services,
investments and research.

Wealth Management provides a comprehensive array of
financial services and solutions to individual investors and
small to medium-sized businesses and institutions covering:
brokerage and investment advisory services; financial and
wealth planning services; stock plan administration services;
annuity and insurance products; securities-based lending,
residential real estate loans and other lending products;
banking; and retirement plan services.

June 2020 Form 10-Q

Investment Management provides abroad 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, liquidity and
alternative/other products. 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
which 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; risk
factors; legislative, legal and regulatory developments; and
other 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,” and “Risk Factors” in the 2019 Form 10-K, and
“Liquidity and Capital Resources—Regulatory Requirements”
herein. In addition, see “Executive Summary” herein and “Risk
Factors” for information on the current and possible future
effects of the COVID-19 pandemic on our results.
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Executive Summary
Overview of Financial Results

Consolidated Results—Three Months Ended June 30, 2020

* The Firm delivered an annualized ROE of 15.7% and an
annualized ROTCE of 17.8% (see “Non-GAAP measures”
herein).

» Eachof our businesses contributed meaningfully to this result,
in particular the Institutional Securities business segment,
which showed an increase in net revenues of 56% on strong
client engagement.

» Wealth Management delivered pre-tax income of $1.1 billion
with a pre-tax margin of 24% despite a challenging market
and rate environment.

+ Investment Management reported long-term net flows of
$15.4billion and AUM of $665 billion driving revenue growth
of 6%.

* Given economic conditions, we continued to increase our
ACL on loans and lending commitments with a provision of
$239 million.

* Qur capital and liquidity ratios remain strong. At June 30,
2020, our Common Equity Tier 1 capital ratio was 16.1% and
our Liquidity Coverage ratio was 147%.

Net Revenues
($ in millions)

$22,901
$20,530

$13,414
$10,244

2Q 2019 A 2Q 2020

YTD 2019 A

YTD 2020

Net Income Applicable to Morgan Stanley
($ in millions)

2Q 2019 A

2Q 2020 YTD 2019 A YTD 2020

Morgan Stanley
Earnings per Common Share
205 $3.00 FrEL
$1.98 FIEE
$1.24
2Q 2019 2Q 2020 YTD 2019 YTD 2020
Basic EPS m Diluted EPS

We reported net revenues of $13,414 million in the quarter ended
June 30, 2020 (“current quarter,” or “2Q 2020”), compared with
$10,244 million in the quarter ended June 30, 2019 (“prior year
quarter,” or “2Q 2019”). For the current quarter, net income
applicable to Morgan Stanley was $3,196 million, or $1.96 per
diluted common share, compared with $2,201 million or $1.23
per diluted common share, in the prior year quarter.

We reported net revenues of $22,901 million in the six months
ended June 30, 2020 (“current year period,” or “YTD 2020”),
compared with $20,530 million in the period ended June 30,
2019 (“prior year period,” or “YTD 2019”). For the current year
period, net income applicable to Morgan Stanley was $4,894
million, or $2.96 per diluted common share, compared with
$4,630 million or $2.62 per diluted common share, in the prior
year period.

See “Coronavirus Disease (COVID-19) Pandemic” herein for
information on the current and possible future effects of the
COVID-19 pandemic on our results.

June 2020 Form 10-Q
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Non-interest Expenses'
($ in millions)

-~ $9,059
0
$7.341 $3,024
i 33%
$2,810
38%
$6,035
$4,531 S 67%
62%
2Q 2019 A 2Q2020

Compensation and benefits expenses  mNon-compensation expenses

e $16,400
$14,672
$6,082
$5,490 L 37%
3%
> $10,318
o Lt 63%
YTD 2019 A YTD 2020

Compensation and benefits expenses = MNon-compensation expenses

1. The percentages on the bars in the chart represent the contribution of compensation
and benefits expenses and non-compensation expenses to the total.
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» Compensation and benefits expenses of $6,035 million in the
current quarter increased 33% from $4,53 1 million in the prior
year quarter, primarily as a result of increases in discretionary
incentive compensation driven by higher revenues and higher
expenses related to certain deferred compensation plans
linked to investment performance. Compensation and
benefits expenses of $10,318 million in the current year period
increased 12%, from $9,182 million in the prior year period,
primarily as a result of increases in discretionary incentive
compensation driven by higher revenues, partially offset by
lower expenses related to certain deferred compensation plans
linked to investment performance.

* Non-compensation expenses of $3,024 million in the current
quarter and $6,082 million in the current year period increased
8% and 11%, respectively, from $2,810 million in the prior
year quarter and $5,490 million in the prior year period,
primarily reflecting higher volume-related expenses and
increased information processing and communications
expenses, partially offset by a decrease in marketing and
business development expenses. In addition, the current year
period reflects an increase in the provision for credit losses
for lending commitments and off-balance sheet instruments.

Income Taxes

The current quarter and current year period included intermittent
net discrete tax costs of $134 million and $103 million,
respectively, principally associated with the remeasurement of
reserves and interest related to a foreign tax matter.

The prior year period included intermittent net discrete tax
benefits of $101 million, primarily associated with
remeasurement of reserves and related interest as a result of new
information pertaining to the resolution of multi-jurisdiction tax
examinations. For further information, see “Supplemental
Financial Information—Income Tax Matters” herein.
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Selected Financial Information and Other Statistical Data

Three Months Ended  Six Months Ended
June 30, June 30,

$ in millions 2020 2019 2020 2019

Net income applicable to
Morgan Star?l%y $ 3,196 $ 2201 $ 4,894 $ 4630

Preferred stock dividends 149 170 257 263

Earnings applicable to
Morgan Stanley common
shareholders

$ 3,047 $ 2031 $ 4,637 §$ 4367

Expense efficiency ratio’ 67.5% 71.7% 71.6% 71.5%
ROE? 15.7% 11.2% 12.2% 12.1%
Adjusted ROE?® 16.4% 11.2% 12.5% 11.8%
ROTCE?® 17.8%  128%  13.9%  13.8%
Adjusted ROTCE?® 18.6% 12.8% 14.2% 13.5%
Pre-tax margin4 32.5% 28.0% 28.4% 28.5%
Pre-tax margin by segment“
Institutional Securities 38% 29% 31% 30%
Wealth Management 24% 28% 25% 28%
Investment Management 24% 24% 23% 23%
At At

June 30, December 31,
in millions, except per share and employee data 2020 2019
Liquidity resources® $ 301,407 $ 215,868
Loans® $ 141,973 § 130,637
Total assets $ 975,363 $ 895,429
Deposits $ 236,849 $ 190,356
Borrowings $ 205,464 $ 192,627
Common shares outstanding 1,576 1,594
Common shareholders' equity $ 78125 $ 73,029
Tangible common shareholders’ equity® $ 68,839 §$ 63,780
Book value per common share’ $ 4957 §$ 45.82
Tangible book value per common share®”  § 4368 $ 40.01
Worldwide employees 61,596 60,431
Capital ratios®
Common Equity Tier 1 capital—Advanced 16.1% 16.9%
Common Equity Tier 1 capital—

Standardized 16.5% 16.4%
Tier 1 capital—Advanced 18.1% 19.2%
Tier 1 capital—Standardized 18.6% 18.6%
Tier 1 leverage 8.1% 8.3%
SLR® 7.3% 6.4%

1. The expense efficiency ratio represents total non-interest expenses as a percentage
of net revenues.

2. ROE and ROTCE represent annualized earnings applicable to Morgan Stanley
common shareholders as a percentage of average common equity and average
tangible common equity, respectively.

3. Represents a non-GAAP measure. See “Selected Non-GAAP Financial Information”
herein.

4. Pre-tax margin represents income before income taxes as a percentage of net
revenues.

5. For a discussion of Liquidity resources, see “Liquidity and Capital Resources—
Liquidity Risk Management Framework—Liquidity Resources” herein.

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

7. Book value per common share and tangible book value per common share equal
common shareholders’ equity and tangible common shareholders’ equity, respectively,
divided by common shares outstanding.

8. At June 30, 2020 and December 31, 2019, our risk-based capital ratios are based on
the Advanced Approach and the Standardized Approach rules, respectively. For a
discussion of our capital ratios, see “Liquidity and Capital Resources—Regulatory
Requirements” herein.

9. At June 30, 2020, our SLR reflects the impact of a Federal Reserve interim final rule
in effect until March 31, 2021. For further information, see “Liquidity and Capital
Resources—Regulatory Requirements—Regulatory Developments” herein.

Morgan Stanley

Business Segment Results

Net Revenues by Segment'
(% in millions)

$13,414
$886, 7%
510,244 b
20 2018 a 20 2020

m Institutional Securities = Wealth M anagement Investment M anagement

YTD 2019 A

YTD 2020

w |nstitutional Securities = Wealth M anagement = Investment M anagement
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Net Income Applicable to Morgan Stanley by Segment'
($ in millions)

$3,196

A

20 2019 & 20 2020

mInstitutional Securities  =Wealth M anagement Investment M anagement

§2,492
54%

YTD 2015 A YTD 2020

mnstitutional Securities = \Wealth M anagement = Investment M anagement

1. The percentages on the bars in the charts represent the contribution of each business
segment to the total of the applicable financial category and may not sum to 100%
due to intersegment eliminations. See Note 19 to the financial statements for details
of intersegment eliminations.

« Institutional Securities net revenues of $7,977 million in the
current quarter increased 56% from $5,113 million in the prior
year quarter. Net revenues of $12,882 million in the current
year period increased 25% from $10,309 million in the prior
year period. Increases in the current quarter and current year
period are primarily due to higher sales and trading and
underwriting revenues, driven by increased client
engagement, partially offset by increases in the provision for
credit losses on loans held for investment. In the current year
period, the increase in revenues was also partially offset by
losses on loans and lending commitments held for sale.

* Wealth Management net revenues of $4,680 million in the
current quarter increased 6% from $4,408 million in the prior
year quarter, primarily due to higher gains from investments
associated with certain employee deferred compensation
plans, while Asset management revenues and net interest
income were relatively unchanged. Net revenues of $8,717
million in the current year period were relatively unchanged
from $8,797 million in the prior year period, as higher Asset
management revenues were offset by the absence of gains

June 2020 Form 10-Q
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from investments associated with certain employee deferred
compensation plans in the current year period and lower net
interest income.

* Investment Management net revenues of $886 million in the
current quarter increased 6% from $839 million in the prior
year quarter, primarily due to higher Asset management
revenues as a result of higher average AUM. Net revenues of
$1,578 million in the current year period decreased 4% from
$1,643 million in the prior year period primarily due to lower
Investments revenues, driven by the reversal of accrued
carried interest.

Net Revenues by Region™?
($ in millions)

13,414

$1,600, 12%

10,244 40% $2,049

15%
$1,142, 11% 30%
$1,576
15%

2Q2019 A 202020
=Americas EMEA = Asia
$22,901
S20.:230 379 $3,293, 14%
$2,405, 12% $3.197
$3,278 (2)% 14%

16%

$16,411
2%

YTD 2019 A

YTD 2020
= Americas EMEA = Asia

1. The percentages on the bars in the charts represent the contribution of each region
to the total.

2. For a discussion of how the geographic breakdown of net revenues is determined,
see Note 19 to the financial statements in the 2019 Form 10-K.

Current quarter and current year period revenues in the Americas
and Asia regions increased, primarily driven by the Institutional
Securities business segment. With respect to the EMEA region,
revenues increased primarily within Fixed Income sales and
trading in the Institutional Securities business segment in the
current quarter, while revenues were relatively unchanged in the
current year period.
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Coronavirus Disease (“COVID-19”) Pandemic

The COVID-19 pandemic and related government-imposed
shelter-in-place restrictions have had, and will likely continue
to have, a severe impact on global economic conditions and the
environment in which we operate our businesses. We have begun
implementing a return-to-workplace program, which is phased
based on role, location and employee willingness and ability to
return, and focused on the health and safety of all returning staff.
Recognizing that our offices around the world face different
local conditions, time lines for return may vary significantly,
though we are currently planning for the return of additional
employees to offices by the end of 2020. The Firm continues to
be fully operational, with approximately 90% of global
employees and 95% of employees in the Americas working from
home as of June 30, 2020.

Economic conditions have had mixed effects on our businesses.
High levels of client trading activity, related to market volatility,
have significantly increased revenues in the Sales and Trading
businesses within the Institutional Securities business segment
in both the current quarter and current year period. In addition,
in the current quarter, certain of the negative impacts to our
results in the first quarter have subsided given recoveries in
public asset prices, tightening of credit spreads and an increase
in underwriting activity.

We have recognized provisions for credit losses on loans and
lending commitments of $239 million in the current quarter and
$646 million in the current year period. In addition, the
persistence of low interest rates will continue to negatively affect
our net interest margin in the Wealth Management business
segment.

Though we are unable to estimate the extent of the impact, the
ongoing COVID-19 pandemic and related global economic
crisis may have adverse impacts on our future operating results.
In addition, levels of client trading activity may not remain
elevated and investment banking advisory activity may be
subdued. Refer to “Risk Factors” herein and Forward Looking
Statements in the 2019 Form 10-K.

We continue to use the elements of our Enterprise Risk
Management framework to manage the significant uncertainty
in the present economic and market conditions. See
“Quantitative and Qualitative Disclosures about Risk™ in the
2019 Form 10-K for further information.

Morgan Stanley

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 statement and otherwise. 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, our
financial condition, operating results, prospective regulatory
capital requirements or 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-
GAAP 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-GAAP
financial measure.

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

June 2020 Form 10-Q
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Reconciliations from U.S. GAAP to Non-GAAP Consolidated
Financial Measures

Three Months Ended  Six Months Ended
June 30, June 30,

$ in millions, except per share data 2020 2019 2020 2019

Morgan Stanley

Non-GAAP Financial Measures by Business Segment

Three Months Ended  Six Months Ended
June 30, June 30,

$ in billions 2020 2019 2020 2019

Net income applicable to

Morgan Stanley $3196 $ 2201 $4,894 $ 4630

Impact of adjustments 134 — 103 (101)

Adjusted net income applicable
to Morgan Stanley—non-

Average common equity* °

Institutional Securities $ 428 $ 404 $ 428 $ 404
Wealth Management 18.2 18.2 18.2 18.2
Investment Management 2.6 2.5 2.6 2.5

Average tangible common equity*®
Institutional Securities $ 423 $ 399 $ 423 $ 399

GAAP $3330 $ 2201 $4,997 $ 4529
Earnings per diluted common

share $ 196 $ 123 §$ 296 $ 262
Impact of adjustments 0.08 — 0.07 (0.06)
Adjusted earnings per diluted

common share—non-GAAP' $ 204 $ 123 $ 3.03 $ 256
Effective income tax rate 25.7 % 22.6% 22.8 % 19.5%
Impact of adjustments (3.1)% —% (1.5)% 1.8%
Adjusted effective income tax

rate—non-GAAP' 22.6 % 22.6% 213 % 21.3%

Average Monthly Balance

Three Months Ended  Six Months Ended

Wealth Management 10.4 10.2 104 10.2
Investment Management 1.7 1.5 1.7 1.5
ROE®

Institutional Securities 19.3% 9.8% 12.8% 11.3%
Wealth Management 18.1% 20.1% 18.3% 20.0%
Investment Management 23.4% 20.5% 17.5% 21.2%
ROTCE®

Institutional Securities 19.6% 9.9% 13.0% 11.5%
Wealth Management 31.6% 36.1% 31.9% 35.8%
Investment Management 36.2% 33.0% 271% 34.2%

June 30, June 30,
$ in millions 2020 2019 2020 2019
Tangible equity
Morgan Stanley shareholders'
equity $ 86,118 $ 81,155 $ 84,512 $ 80,622
Less: Goodwill and net
intangible assets (9,268) (9,098) (9,246) (8,978)

Tangible Morgan Stanley
shareholders' equity—Non-
GAAP $ 76,850 $ 72,057 $ 75,266 $ 71,644

Common shareholders' equity $ 77,598 $ 72,635 $ 75,992 $ 72,102

Less: Goodwill and net
intangible assets (9,268) (9,098) (9,246) (8,978)

Tangible common
shareholders' equity—Non-
GAAP $ 68,330 $ 63,537 $ 66,746 $ 63,124

Three Months Ended  Six Months Ended
June 30, June 30,

$ in billions 2020 2019 2020 2019

Average common equity

Unadjusted—GAAP $ 776 $ 726 $ 760 $ 721

Adjusted'—Non-GAAP 77.6 72.6 76.0 72.0
ROE?

Unadjusted—GAAP 15.7%  112%  122%  12.1%
Adjusted—Non-GAAP" 3 16.4% 11.2% 12.5% 11.8%

Average tangible common equity—Non-GAAP

Unadjusted $ 683 $ 635 $ 667 $ 63.1
Adjusted’ 68.4 63.5 66.7 63.1
ROTCE?*—Non-GAAP

Unadjusted 17.8%  12.8%  13.9%  13.8%
Adjusted™® 18.6%  12.8%  142%  13.5%
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1. Adjusted amounts exclude net discrete tax provisions (benefits) that are intermittent
and include those that are recurring. Provisions (benefits) related to conversion of
employee share-based awards are expected to occur every year and, as such, are
considered recurring discrete tax items. For further information on the net discrete tax
provisions (benefits), see “Supplemental Financial Information—Income Tax Matters”
herein.

2. ROE and ROTCE represent annualized earnings applicable to Morgan Stanley
common shareholders as a percentage of average common equity and average
tangibl