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Introduction: Today we explore foreclosure moratoria,
with comments from our US housing strategist, Oliver
Chang. Also, our securitized credit strategist Vishy
Tirupattur focuses on mortgage putbacks. And we have
our banking analyst Betsy Graseck explaining what these
issues mean for financials, and whether this is already in
the price (along with sensitivity analysis from Greg Gore*
of our investment-grade analytics group). — Greg Peters

Global Fixed Income Strategy

Trifecta of Risks
Gregory Peters (New York) (212) 761-1488

Uncertainty abounds surrounding three serious risks
for US markets. Two separate issues are causing
worries for financials, and arguably for the markets at
large and the overall economy: foreclosure moratoria and
mortgage putbacks. In addition, financials are up against
“rule making” around regulatory reform, which could be
more stringent than first envisioned — particularly
regarding securitization.

This adds up to afinancial risk trifecta, which
represents a stiff headwind for quantitative easing and
efforts to resuscitate the US economy. So while | am still
bullish over the near term, these issues present legitimate
sources of risk. At the simplest level, financials typically
would be the most direct beneficiaries of any Fed efforts to
boost asset prices (and this supports our constructive
stance on risky assets). Itis quite telling that US financials
trade below book and continue to underperform the
market. This suggests that the risk trifecta is making the
Fed's job infinitely more difficult. It's not supposed to work
that way, as financials should be a direct beneficiary of
this easy-money environment and potential asset inflation.
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US Housing Strategy

Foreclosure Moratorium — Confusion Reigns
Oliver Chang (San Francisco) +1 415 576-2395

Assessing the issues today. Processing issues such as
robo-signing of affidavits and improper notarization of forms
have occurred in some foreclosures, leading some servicers
to implement self-imposed moratoria on foreclosures and
foreclosure sales. To investigate servicing processes, 50
attorneys general have formed the Mortgage Foreclosure
Multistate Group. While several state representatives have
called for statewide moratoria, the White House and other
federal agencies appear to be against a national moratorium.

This issue represents a macro risk to housing as
uncertainty is introduced to the sales process of distressed
homes, and the best case is that the already weak housing
environment remains unchanged (see our scenarios below).
Preliminary research suggests a benign impact on the
majority of non-agency mortgage bonds as the market already
employs draconian pricing assumptions.

What is the market worried about? That these practices
were widespread among other servicers and states, and the
moratoria could expand. Also that documentation issues
could extend to title and proof of ownership issues. Finally
that servicing oversight and regulation may result, as well as
widespread litigation.

We believe most foreclosures, both already completed
and in the pipeline, are legitimate from the standpoint that
the borrower stopped making payments and a foreclosure
was initiated as a result. The issue as it stands today is
procedural and relatively short term. There is too much
uncertainty to assign probabilities to worse outcomes;
however, the risks of such outcomes should be evaluated.

Most likely scenarios: (1) Moderately positive: moratoria
extend to majority of servicers, but remain limited to judicial
states; issue is purely procedural; 3-month delay on affected
loans. (2) Moderately negative: moratoria extend to all
servicers and states, and delays extend slightly; issue is
mostly procedural; escalation and investigations into servicers
increase the delay to 9 months.

The cumulative liquidations over the 5-year projection
period remain the same as moratoria are not likely to
change eventual liquidations. In more benign scenarios,
liquidation timing and magnitude changes are minor, with
patterns reverting to normal in 2011. Housing would likely be
minimally affected. In more serious scenarios, liquidation
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timing and magnitude changes are more dramatic, requiring a
longer period before returning to normal. Housing may
experience short-term stability but suffer long-term detriment.
In all scenarios, we believe the use of short sales will increase
as they will be the only means of liquidation during periods of
foreclosure moratoria.

Securitized Credit Strategy

Exploring Putbacks
Vishwanath Tirupattur (New York) (212) 761-1043

It's important to distinguish between mortgage putbacks
and foreclosure moratoria, both of which have been making
headlines. Oliver Chang discusses the moratoria above,
while the putbacks pertain to representations and warranties
made at the time the loan was originally sold to securitization
pools or investors. The two issues have put a spotlight on
mortgages as a whole.

First, a quick primer on putbacks. Loans are eligible to be
put back to responsible parties — originators or in some cases
the underwriters of securitization deals — for material
breaches of representations and warranties made to the
buyers of loans. Typically, breaches are discovered/identified
in connection with a default or an imminent default of a
mortgage loan. The reps and warranties have to do with
things like the ownership of the loan, validity of the lien
securing the loan, and the loan’s compliance with underwriting
criteria (such as residency, income, employment status, etc.).

If loans are found to be in material breach, responsible
parties may be obligated to repurchase the loans by
buying them back for face value or making the owner of the
mortgage whole for losses. The quality and scope of
representations and warranties vary across securitization
pools. In some cases, originators’ reps and warranties are
good enough, and in some others, underwriters of deals have
to augment them. This matters a great deal because some
originators are no longer around. Obviously, every putback is
not going to be successful — and litigation risk is high.

Potential sources of these putbacks are important
because of the substantial differences between the various
parties that can put back mortgage loans. GSEs, for example
have been increasingly aggressive. In agency mortgage
pools, once loans are delinquent for 120 days, the loans go
from securitization pools to agency balance sheets and
become candidates for potential putbacks. Not surprisingly,
most putbacks to date have been agency putbacks. We think
that while loans from non-agency pools are significantly less
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likely to be put back, in subprime and alt-A pools, if a loan is
put back, we believe the potential is greater for a successful
one. Other candidates for putbacks include the monolines,
which have already made some progress, in that some of
them have sued and gotten access to loan files.

We have made considerable leaps of faith in estimating
the size of the potential putbacks, as we are in uncharted
waters here. Our estimate is that the system-wide putback
losses for 2005-08 vintages amount to $105 billion in the base
case, $164 billon in the bear case, and $87 billion in the bull
case. Our comfort factor is smallest with the putback
likelihood in non-agency pools and with estimates for
monoline-related putback losses.

On the regulatory front, we are entering a crucial phase in
the context of Dodd-Frank legislation. Rule making is
under way, and it has serious implications for the future of
securitization — and for the broader economy. A key aspect of
rule making pertains to risk retention by securitizers. Dodd-
Frank imposes 5% risk retention by default but has left
precise guidelines about the details to the rule makers. In our
view, there is no basis for painting all securitization asset
classes with the same brush. How the rule making develops
here is important to watch.

US Large-Cap Banks

This Is Not 2008
Betsy Graseck (New York) +1 212 761-8473

The market is concerned that the cost of mortgage-related
representations and warranties will be as large and disruptive
to the banking system and economy as the mark-to-market
losses and plummeting asset prices were in 2008/09. We
disagree.

Potential losses are much lower. We estimate mortgage
representations and warranties will cost large and mid-cap
banks $55 billion in total, with $17 billion already expensed
and $38 billion still to go. This is much lower than the $416
billion in losses recognized by the banking and brokerage
industry in 2008. Additionally, we expect banks will recognize
remaining reps and warranties and foreclosure costs over the
next 2-4 years, not next 12 months. While mortgage reps and
warranties will persist and foreclosures costs will likely rise,
concerns that we are heading into another 2008/09 period are
inaccurate, in our view.

Reps and warranties have already been a part of the
earnings run rate for the past 2-3 years and are embedded
in our forward estimates. Foreclosure costs could rise but
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would have a small impact on the money center banks (a 5%
decrease in servicing income lowers EPS 1% for JPM, WFC
and BAC). A 10% increase in housing net charge-offs lowers
EPS by 2-5%.

We present bull/base/bear case estimates for mortgage
reps and warranties in our full note published today (“This Is
Not 2008"). Our base case total losses for the industry are
$105 billion, with a $87-164 billion bull/bear range. For our
large and mid-cap banks, we estimate $55 billion total base
case with $49-79 billion bull/bear range. Given our estimate
that $17 billion has already been expensed, we believe our
banks have another $38 billion in expenses to go. The vast
majority of this $38 billion is already in our EPS.

Earnings this week should remind investors of credit
improvements and give managements the opportunity to
discuss where they stand with mortgage reps and warranties
and foreclosures.

Bank of America. We estimate $20 billion in losses from reps
and warranties for BAC and believe the bank is 19% of the
way through that amount. The $16.9 billion in remaining
losses are embedded in our estimates. We expect this
quarter and the next to be big quarters for BAC in terms of
mortgage banking revenues, with large gains on sale, which
the bank can use to write off the losses. In terms of valuation,
BAC stock looks attractive in terms of tangible book relative to
estimate ROE in 2012.

Sensitivity analysis. Greg Gore* of our fixed income
investment-grade analytics group has conducted a sensitivity
analysis surrounding these issues for the banking sector
(please see Appendix for his exhibits). He concludes that
Bank of America and Wells Fargo are the large-cap banks
with the largest exposure to mortgage-related losses relative
to their earnings power, with Citigroup having the least.
Similarly, Bank of America and Wells also face the largest
potential decline in tangible common equity ratios. As for the
potential ratings impact, Bank of America and Wells are the
most vulnerable to a one-notch downgrade on this issue.
Given relatively high starting ratings, he believes that any
potential downgrade should not impact funding at Wells.
Given relatively low starting ratings, Bank of America is more
sensitive to potential downgrades: A one-notch downgrade
should not have a material adverse impact, while a two-notch
downgrade would be more significant, in Greg’s view.

* Gregory Gore is Credit Desk Analyst for US Financial Institutions in

Morgan Stanley’s Investment Grade Analytics group. Unless otherwise
indicated, his views are his own and may differ from the views of the

Morgan Stanley Research Department and from the views of others within

Morgan Stanley. We make no representation that his commentary is
accurate or complete.
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The Foreclosure Moratorium Issue

Confusion Reigns

The Issue Today

- Processing issues such as robo-signing of affidavits and improper notarization of forms have occurred in some foreclosures,
leading some servicers to implement self-imposed moratoria on foreclosures and foreclosure sales — mostly in judicial
states — until these issues are resolved

The Facts
To date, the self-imposed servicer moratorium is limited to BofA, JPM, GMAC, PNC and Litton Loan Servicing
For all servicers except BofA, the moratorium is limited to a subset of states — mostly to judicial-only states
50 Attorneys General have formed the Mortgage Foreclosure Multistate Group to investigate servicing processes
Several state representatives have called for, but not implemented, statewide moratoria, including in AZ, CA, CT, OH, MA,
MD and NV
The White House, as well as several federal agencies, are against a national moratorium, however, some have
launched investigations
Some class action and state lawsuits have been filed

What is the Market Worried About?
- These practices were widespread to other servicers and states, and the moratoria could expand more broadly
Did these practices result in wrongful foreclosures, i.e., current borrower was foreclosed on?
Larger documentation issues could extend to title and proof of ownership issues
Servicing oversight and regulation may result
Litigation regarding violation of state statutes, fraud, and/or ownership may result

What We Believe
The vast majority of foreclosures, both already completed and in the pipeline, are legitimate from the standpoint that the
borrower stopped making payments and a foreclosure was initiated as a result
The issue as it stands today is procedural and relatively short term in nature
The risks to the housing market are macro and mainly stem from delays
There is too much uncertainty to assign probabilities to worse outcomes, however, the risks of such outcomes should
be evaluated
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Foreclosures: Past, Present and Future

* The current servicers affected Current Distribution of Foreclosed and 60+ Delinquent Loans

represent about 37% of all

serviced loans (2005 = Present)

2.5 million foreclosures have been All Judicial
completed since 2005

3.1 million foreclosures are currently 2,000,000 All Non-Judicial

in progress across all servicers . .
and states California Only

3.4 million seriously delinquent loans
(more than 60 days past due) may be
headed for foreclosure 1,500,000

1,000,000

Current Foreclosure  Near-Term Foreclosure Past Foreclosure
Inventory Pipeline Liquidations
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Possible Scenarios: From Best to Worst

Base Case: No foreclosure moratorium

Best Case: Moratoria limited to current servicers and states
— Issue is purely procedural
- 3-month delay on affected loans

Moderately Positive: Moratoria extends to majority of servicers, but remains limited to judicial states
— Issue is purely procedural
- 3-month delay on affected loans

Moderately Negative: Moratoria extends to all servicers and states, and delays extend slightly
— Issue is mostly procedural
- The escalation and investigations into servicers increase the delay to 9-month

Worst Case: Moratoria extends to all servicers and states, and delays extend significantly
- Issue extends beyond being procedural
- Investigations and litigation of servicers increase the delay to 18-months

Assumptions for All Scenarios
Short sales are still allowed to occur
REO sales also stop as previously foreclosed property sales are also halted either due to seller or
buyer concerns
The cumulative liquidations over the 5-year projection period remains the same as moratoria are not likely
to change eventual liquidations

Morgan Stanley
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Liquidation Timing: A Macro Issue for Housing

In more benign scenarios, liquidation Liquidation Projections by Scenario

timing and magnitude changes are

minor, with patterns reverting to

normal in 2011. Housing would likely

be minimally affected 60 _

In more serious scenarios, liquidation Moderately Moderately Negative

timing and magnitude changes are Positive
more dramatic, requiring a longer

period before returning to normal. 50 Base
Housing may experience short term Best

stability, but suffer long term
detriment 40
In all scenarios, we believe the use of

short sales will increase as they will
be the only means of liquidation
during periods of foreclosure
moratoria

This issue represents a macro risk to
housing as uncertainty is introduced
to the sales process of distressed
homes and the best case is that the
already weak housing environment
remains unchanged

Preliminary research suggests a
benign impact on the majority of non-
agency mortgage bonds in any
scenario, as cash flows are generally
protected by already draconian 0}

market assumptions Oct-10 Apr-11 Oct-11 Apr-12 Oct-12 Apr-13 Oct-13 Apr-14 Oct-14 Apr-15
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What Are Mortgage Putbacks?

Loans are eligible to be put back to responsible parties for material breaches of representations
and warranties made to the buyers of loans.

Most often, breaches are discovered/identified in connection with a default or an imminent
default of a mortgage loan.

Typical representations and warranties pertain to issues such as:

— ownership of the loan, validity of the lien securing the loan

— loan’s compliance with underwriting criteria such as residency, income, employment status,
LTV, use of proceeds and other characteristics of the borrowers and property; integrity of
appraisal

- loan’s compliance with applicable state, local and federal laws

If loans are found to be in material breach, the originators (or other responsible parties) may be
obligated to repurchase the loans by buying them back for face value or making the owner of
the mortgage whole for losses.

The quality and scope of representations and warranties varies across securitization pools. Some
of the originators (and other responsible parties) are no longer around.

Morgan Stanley
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Potential Sources of Mortgage Putbacks?

e Who can put mortgage loans back?
—  GSEs (including FHA/VA)
e Increasingly aggressive in putbacks
e Less complicated to put back
e Account for the bulk of the loans put back thus far

— Trustees of private-label RMBS (non-agency RMBYS)

— Multiple stakeholders across the capital structure with different incentives and
therefore a high degree of uncertainty about the extent of putbacks

— Type and quality of representations and warranties not uniform

— Lower likelihood of putbacks but probability of successful putbacks potentially higher
for some categories of loans (subprime and alt-A)

— Monolines
e Second lien and HELOCs
e Some success in gaining access to loan files

— Other loan investors

Morgan Stanley




Morgan Stanley

October 18, 2010
Strategy Forum

Potential Losses from Mortgage Putbacks

Assumed Loss Potential
Current Current Liquidation Putback Put Putback Severity Putback
($Bn) Balance * Delinquencies Losses ** Universe  Back % Success % % Losses

Agency Pools 2,248 356 25 381 50% 50% 45% 46

Non-Agency Pools |

— Prime 479 101 10 111 20% 50% 45%
- Alt-A 277 121 15 136 20% 75% 60%
— Sub prime 277 109 24 133 20% 75% 70%

Total Non-Agency 1,034 331 49 380

Total Agency + Non Agency 3,282 687 74 762

Monolines

Total Potential Putback Losses (Base Case)

Bear Case
Bull Case

Morgan Stanley
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Reqgulatory Reform & Securitization

Federal banking agencies and the SEC to jointly prescribe standards that require securitizers of
all asset-backed securities, by default, to maintain 5% of the credit risk in assets transferred,
sold or conveyed through the issuance of an asset-backed security by the securitizer

If underwriting /
diligence meets certain prescribed underwriting standards specific to the class of the securitized
asset; regulators may allocate this obligation between the securitizer and originator when a
securitizer purchases assets from an originator

Carve-Outs for “Qualified Residential Mortgages” and CMBS

The performance of securitized assets has varied widely (Losses to investment grade tranches
have ranged from 0% to 90%). How well the rule makers distinguish between different
categories of securitized products is critical

New standards for documentation, disclosures and on-going reporting

Morgan Stanley
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Greg Gore

Investment
Grade Analytics

Gregory Gore is Credit Desk Analyst for US Financial Institutions in Morgan Stanley’s
Investment Grade Analytics group and is not a member of Morgan Stanley’s Research
Department. His views are his own and may differ from the views of the Morgan Stanley
Research Department and from the views of others within Morgan Stanley.
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Ratings
Moody’s Rating (Stand-alone) A2 (Baa?3) A3 (Baa3) Aa3 (Al) Al (Baal)
S&P Rating (Stand-alone) A (BBB) A (BBB) A+ (A+) AA- (AA-)
Residential Mortgages
Mortgage Production 2005 — 2008 2,214,659 541,600 1,606,454 1,611,779
Residential Real Estate Loans 427,085 178,367 259,887 370,723
Private Label MBS 28,448 23,815 31,614 21,025
Capital
Tangible Common Equity 118,584 121,425 110,470 74,119
Tangible Assets 2,267,281 1,904,587 1,961,521 1,189,189
Ratio (%) 5.2 6.4 5.6 6.2
Earnings
Consensus Fiscal 2011 and 2012 Earnings 35,931 28,307 39,739
Combined Earnings / Tangible Common Equity (%) 30 23 36

Sources: Company reports, SEC, Morgan Stanley

Morgan Stanley
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Sensitivity Analysis 1: Share of Consensus Fiscal 2011 and 2012 Earnings for Every
1% Point Loss on 2005-2008 Mortgage Production, Current Residential Real Estate
Loans, and Current Private Label MBS Holdings on an After-Tax Basis

52
42
33
. |
BAC WEFC JPM C

Sources: Company reports, SEC, Morgan Stanley

Morgan Stanley
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Sensitivity Analysis 2: Current TCE / TA Ratio and Pro Forma TCE / TA Ratio for
Every 1% Point Loss on 2005-2008 Mortgage Loan Production, Current Residential
Real Estate Loans, and Current Private Label MBS on an After-Tax Basis

Current
Pro Forma

6.4
6.1
5.2
.
BAC C

Sources: Company reports, SEC, Morgan Stanley

Morgan Stanley
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Mortgage Putbacks Have Been Going on for
Several Years

UPB of Single Family Mortgages Repurchased by Seller/Servicers

1.60
1.40
1.20

1.00

0.80
0.60 _
0.40
0.24
0.20 .
0.00

4Q07 1Q08  2Q08 Q08  1Q09  2Q09 3Q09  4Q09  1Q10  2Q10
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We Estimate that Large/Mid Cap Banks have 52% of
Total Reps and Warranties, $54 Bn vs. $105Bn

Large Cap Banks
Mid Cap Banks
Other

Subprime HELOC & 2nd
Lien

Morgan Stanley
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We Estimate that Large/Mid Cap Banks Are
Roughly 30% Through Loss Recognition

Large Cap Banks Mid Cap Banks

Morgan Stanley




Morgan Stanley

October 18, 2010
Strategy Forum

This Is Not 2008

e $38.5 Billion remaining Reps/Warranties losses to go — expect losses will be recognized
over next 2—4 years

e $38.5Bn is 9% of total 2008 losses

US Banking and Brokerage Industry Writedowns & Credit Losses Incurred
(2HO7-2009) vs. Est Remaining Reps/Warranties Losses

450 416
400
350
300
250
200
150

E .
39
50
0 ]

Est. Remaining
R/W
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BAC: Estimated Reps and Warranties

e $20Bn estimated R/W losses; 19% of the way through;

e $16.9Bn remaining, which is embedded in our estimates

BAC Reps/Warranty Losses : 2008-2014E

4,500
R/W Losses Taken To Date

4,000 Remaining R/W Losses
3,500
3,000
2,500
2,000
1,500
1,000
500
0

2009 2010E 2011E 2012E

Morgan Stanley
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BAC: We think stock is inexpensive and Reps/Warranties
are manageable

10 12 14 16

Please note that all important disclosures including personal holdings disclosures and Morgan Stanley disclosures appear on
the Morgan Stanley public website at www.morganstanley.com/researchdisclosures.

Current stock prices: Associated Banc-corp ($13), Bank of America ($12), BB&T ($23), Capital One ($37), Citigroup ($3.95),
Fifth Third Bancorp ($12), First Horizon National ($10), Huntington Bancshares ($5.69), JP Morgan Chase ($37), M&T Bank
($75), PNC Financial ($51), Popular ($2.84), Regions Financial ($7.06), Synovus Financial ($2.60), SunTrust ($24), US

IVl O rg a n Sta n ley Bancorp ($22), Webster Financial ($18), Wells Fargo ($23)
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Disclosure Section

The information and opinions in Morgan Stanley Research were prepared by Morgan Stanley & Co. Incorporated, and/or Morgan Stanley C.T.V.M.
S.A. As used in this disclosure section, "Morgan Stanley" includes Morgan Stanley & Co. Incorporated, Morgan Stanley C.T.V.M. S.A. and their
affiliates as necessary.

For important disclosures, stock price charts and equity rating histories regarding companies that are the subject of this report, please see the
Morgan Stanley Research Disclosure Website at www.morganstanley.com/researchdisclosures, or contact your investment representative or
Morgan Stanley Research at 1585 Broadway, (Attention: Research Management), New York, NY, 10036 USA.

Analyst Certification

The following analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and
that they have not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in
this report: Gregory Peters, Oliver Chang, Vishwanath Tirupattur, Betsy Graseck.

Unless otherwise stated, the individuals listed on the cover page of this report are research analysts.

Global Research Conflict Management Policy
Morgan Stanley Research has been published in accordance with our conflict management policy, which is available at
www.morganstanley.com/institutional/research/conflictpolicies.

Important US Regulatory Disclosures on Subject Companies

Citigroup may be deemed to control Morgan Stanley Smith Barney LLC due to ownership, board membership, or other relationships. Morgan
Stanley Smith Barney LLC may participate in, or otherwise have a financial interest in, the primary or secondary distribution of securities issued by
Citigroup or an affiliate of Citigroup that is controlled by or under common control with Morgan Stanley Smith Barney LLC.

As of September 30, 2010, Morgan Stanley beneficially owned 1% or more of a class of common equity securities of the following companies
covered in Morgan Stanley Research: Bank of America, Citigroup Inc.

Within the last 12 months, Morgan Stanley managed or co-managed a public offering (or 144A offering) of securities of Bank of America, Citigroup
Inc., Wells Fargo & Co.

Within the last 12 months, Morgan Stanley has received compensation for investment banking services from Bank of America, Citigroup Inc.,
J.P.Morgan Chase & Co., Wells Fargo & Co.

In the next 3 months, Morgan Stanley expects to receive or intends to seek compensation for investment banking services from Bank of America,
Citigroup Inc., J.P.Morgan Chase & Co., Wells Fargo & Co.

Within the last 12 months, Morgan Stanley has received compensation for products and services other than investment banking services from Bank
of America, Citigroup Inc., J.P.Morgan Chase & Co., Wells Fargo & Co.

Within the last 12 months, Morgan Stanley has provided or is providing investment banking services to, or has an investment banking client
relationship with, the following company: Bank of America, Citigroup Inc., J.P.Morgan Chase & Co., Wells Fargo & Co.

Within the last 12 months, Morgan Stanley has either provided or is providing non-investment banking, securities-related services to and/or in the
past has entered into an agreement to provide services or has a client relationship with the following company: Bank of America, Citigroup Inc.,
J.P.Morgan Chase & Co., Wells Fargo & Co.

Morgan Stanley & Co. Incorporated makes a market in the securities of Bank of America, Citigroup, J.P.Morgan Chase & Co., Wells Fargo & Co.
The equity research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation
based upon various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues and overall
investment banking revenues.

Morgan Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making,
providing liquidity and specialized trading, risk arbitrage and other proprietary trading, fund management, commercial banking, extension of credit,
investment services and investment banking. Morgan Stanley sells to and buys from customers the securities/instruments of companies covered in
Morgan Stanley Research on a principal basis. Morgan Stanley may have a position in the debt of the Company or instruments discussed in this
report.

Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.

STOCK RATINGS

Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below).
Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not
the equivalent of buy, hold and sell. Investors should carefully read the definitions of all ratings used in Morgan Stanley Research. In addition, since
Morgan Stanley Research contains more complete information concerning the analyst's views, investors should carefully read Morgan Stanley
Research, in its entirety, and not infer the contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as
investment advice. An investor's decision to buy or sell a stock should depend on individual circumstances (such as the investor's existing holdings)
and other considerations.

Global Stock Ratings Distribution
(as of September 30, 2010)

For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell
alongside our ratings of Overweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the
stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended
relative weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy
recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.
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Coverage Universe  Investment Banking Clients (IBC)

% of % of % of Rating
Stock Rating Category Count Total Count Total IBC Category
Overweight/Buy 1115 42% 394 43% 35%
Equal-weight/Hold 1146 43% 413 45% 36%
Not-Rated/Hold 14 1% 4 0% 29%
Underweight/Sell 381 14% 99 11% 26%
Total 2,656 910

Data include common stock and ADRs currently assigned ratings. An investor's decision to buy or sell a stock should depend on individual
circumstances (such as the investor's existing holdings) and other considerations. Investment Banking Clients are companies from whom Morgan
Stanley received investment banking compensation in the last 12 months.

Analyst Stock Ratings

Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage
universe, on a risk-adjusted basis, over the next 12-18 months.

Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage
universe, on a risk-adjusted basis, over the next 12-18 months.

Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the
analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.

Underweight (U). The stock’s total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage
universe, on a risk-adjusted basis, over the next 12-18 months.

Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.

Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the
relevant broad market benchmark, as indicated below.

In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant
broad market benchmark, as indicated below.

Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant
broad market benchmark, as indicated below.

Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index;
Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers

Citi Investment Research & Analysis (CIRA) research reports may be available about the companies or topics that are the subject of Morgan Stanley Research. Ask
your Financial Advisor or use Research Center to view any available CIRA research reports in addition to Morgan Stanley research reports.

Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Barney LLC,
Morgan Stanley and Citigroup Global Markets Inc. or any of their affiliates, are available on the Morgan Stanley Smith Barney disclosure website at
www.morganstanleysmithbarney.com/researchdisclosures.

For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and
https://www.citigroupgeo.com/geopublic/Disclosures/index_a.html.

Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval is conducted by the
same person who reviews the Equity Research report on behalf of Morgan Stanley. This could create a conflict of interest.

Other Important Disclosures

Morgan Stanley produces an equity research product called a "Tactical Idea.” Views contained in a "Tactical Idea" on a particular stock may be contrary to the
recommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors.
For all research available on a particular stock, please contact your sales representative or go to Client Link at www.morganstanley.com.

Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the individual financial
circumstances and objectives of persons who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and
encourages investors to seek the advice of a financial adviser. The appropriateness of a particular investment or strategy will depend on an investor's individual
circumstances and objectives. The securities, instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and certain
investors may not be eligible to purchase or participate in some or all of them.

The fixed income research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon
various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or
revenues), client feedback and competitive factors. Fixed Income Research analysts' or strategists' compensation is not linked to investment banking or capital markets
transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.

Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading
strategy. The "Important US Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley
owns 1% or more of a class of common equity securities of the companies. For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have
an investment of less than 1% in securities/instruments or derivatives of securities/instruments of companies and may trade them in ways different from those discussed
in Morgan Stanley Research. Employees of Morgan Stanley not involved in the preparation of Morgan Stanley Research may have investments in securities/instruments
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or derivatives of securities/instruments of companies mentioned and may trade them in ways different from those discussed in Morgan Stanley Research. Derivatives
may be issued by Morgan Stanley or associated persons.

With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to use reliable,
comprehensive information, but we make no representation that it is accurate or complete. We have no obligation to tell you when opinions or information in Morgan
Stanley Research change apart from when we intend to discontinue equity research coverage of a subject company. Facts and views presented in Morgan Stanley
Research have not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business areas, including investment banking
personnel.

Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company of
associated expenses unless pre-approved by authorized members of Research management.

The value of and income from your investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates,
securities/instruments prices, market indexes, operational or financial conditions of companies or other factors. There may be time limitations on the exercise of options
or other rights in securities/instruments transactions. Past performance is not necessarily a guide to future performance. Estimates of future performance are based on
assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject
company's securities/instruments.

Morgan Stanley may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

To our readers in Taiwan: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL"). Such information is for
your reference only. Information on any securities/instruments issued by a company owned by the government of or incorporated in the PRC and listed in on the Stock
Exchange of Hong Kong ("SEHK"), namely the H-shares, including the component company stocks of the Stock Exchange of Hong Kong ("SEHK")'s Hang Seng China
Enterprise Index; or any securities/instruments issued by a company that is 30% or more directly- or indirectly-owned by the government of or a company incorporated in
the PRC and traded on an exchange in Hong Kong or Macau, namely SEHK's Red Chip shares, including the component company of the SEHK's China-affiliated Corp
Index is distributed only to Taiwan Securities Investment Trust Enterprises ("SITE"). The reader should independently evaluate the investment risks and is solely
responsible for their investment decisions. Morgan Stanley Research may not be distributed to the public media or quoted or used by the public media without the
express written consent of Morgan Stanley. Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be
construed as a recommendation or a solicitation to trade in such securities/instruments. MSTL may not execute transactions for clients in these securities/instruments.

To our readers in Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley Asia Limited as part of its regulated
activities in Hong Kong. If you have any queries concerning Morgan Stanley Research, please contact our Hong Kong sales representatives.

Morgan Stanley Research is disseminated in Japan by Morgan Stanley MUFG Securities, Co., Ltd.; in Hong Kong by Morgan Stanley Asia Limited (which accepts
responsibility for its contents); in Singapore by Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z) and/or Morgan Stanley Asia (Singapore)
Securities Pte Ltd (Registration number 200008434H), regulated by the Monetary Authority of Singapore, which accepts responsibility for its contents; in Australia to
"wholesale clients" within the meaning of the Australian Corporations Act by Morgan Stanley Australia Limited A.B.N. 67 003 734 576, holder of Australian financial
services license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale clients" and "retail clients" within the meaning of the Australian
Corporations Act by Morgan Stanley Smith Barney Australia Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial services license No. 240813, which accepts
responsibility for its contents; in Korea by Morgan Stanley & Co International plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited; in Canada by
Morgan Stanley Canada Limited, which has approved of, and has agreed to take responsibility for, the contents of Morgan Stanley Research in Canada; in Germany by
Morgan Stanley Bank AG, Frankfurt am Main and Morgan Stanley Private Wealth Management Limited, Niederlassung Deutschland, regulated by Bundesanstalt fuer
Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A., a Morgan Stanley group company, which is supervised by the Spanish Securities Markets
Commission (CNMV) and states that Morgan Stanley Research has been written and distributed in accordance with the rules of conduct applicable to financial research
as established under Spanish regulations; in the United States by Morgan Stanley & Co. Incorporated, which accepts responsibility for its contents. Morgan Stanley &
Co. International plc, authorized and regulated by the Financial Services Authority, disseminates in the UK research that it has prepared, and approves solely for the
purposes of section 21 of the Financial Services and Markets Act 2000, research which has been prepared by any of its affiliates. Morgan Stanley Private Wealth
Management Limited, authorized and regulated by the Financial Services Authority, also disseminates Morgan Stanley Research in the UK. Private U.K. investors
should obtain the advice of their Morgan Stanley & Co. International plc or Morgan Stanley Private Wealth Management representative about the investments concerned.
RMB Morgan Stanley (Proprietary) Limited is a member of the JSE Limited and regulated by the Financial Services Board in South Africa. RMB Morgan Stanley
(Proprietary) Limited is a joint venture owned equally by Morgan Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly
owned by FirstRand Limited.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services
Authority (the DFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial services to which this research relates will
only be made available to a customer who we are satisfied meets the regulatory criteria to be a Professional Client.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial Centre
Regulatory Authority (the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the
QFCRA.

As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment
advisory activity. Investment advisory service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses,
portfolio management companies, non-deposit banks and clients. Comments and recommendations stated here rely on the individual opinions of the ones providing
these comments and recommendations. These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision
by relying solely to this information stated here may not bring about outcomes that fit your expectations.

The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or
representations of any kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages of any kind relating
to such data. The Global Industry Classification Standard ("GICS") was developed by and is the exclusive property of MSCI and S&P.

Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.

Morgan Stanley Research is disseminated and available primarily electronically, and, in some cases, in printed form.

Additional information on recommended securities/instruments is available on request.
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