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MORGAN STANLEY B.V. 

DIRECTORS' REPORT 

The Directors present their report and financial statements (which comprise the income slatement, the slatement of 
changes in equity, the cash flow statement, the balance sheet and related notes I to 16) for Morgan Stanley B.V. (the 
"Company") for the year ended 30 November 2008. 

RESULTS AND DIVIDENDS 

The profil for the year, after tax, was 64,648,000 (2007; 62,197,000 profit). 

During the year, no dividends were paid or proposed (2007: Ênil). 

PRINCIPAL ACTIVITY 

The Company's ultimate parent undertaking and controlling entity is Morgan Stanley, which, together with the 
Company and Morgan Stanley's other subsidiary undertakings, form the Morgan Stanley Group (the "Group"). 

The principal activity of the Company is the issuance of financial instrumenls and the hedging of the obligations 
arising pursuant to such issuances. 

BUSINESS REVIEW 

The income statement for the year is set out on page 3. The Company's profit for ihe year increased by €2,451,000 
an increase of II1.6% over the prior year. The Company made a profit before income tax of €6,237,000 in the year, 
an increase of €3,275,000 or 110.6% year on year. This movement can be primarily attributed lo fees earned from 
increased issuances of financial instruments to oilier Group undertakings over the prior year. 

The balance sheet for the Company is set out on page 4. The Company's financial position at the end ofthe year 
shows that the Company's net assets at the end ofthe year were €25,016,000 an increase of 366% from the prior 
year. This was primarily driven by a share capilal issue of €15,000,000 and increased fees earned from issuances of 
financial inslrumenls to other Group undertakings following increased activity over prior year not yet received and 
presented within receivables. 

TTie performance ofthe Company is included in the results ofthe Group which are discussed in the Group's Annual 
Report on Fonn 10-K to the United States Securities and Exchange Commission. The Group manages ils key 
performance indicators on a global basis but in consideration of individual legal entities. For this reason, the 
Company's Directors believe thai providing performance indicators for the Company itself would not enhance an 
understanding ofthe development, performance or position ofthe busmess oflhc Company. 

FUTURE OUTLOOK 

There have not been any significant changes in the Company's principal activity in Ihe year under review and no 
significant change in the Company's principal activity is expected 

Risk Management 

Risk is an inherent part ofthe Company's business activity and is managed wilhin the context ofihe broader Group's 
business aclivities. The Group seeks to identify, assess, monitor and manage each of the various types of risk 
involved in ils aclivities on a global basis, in accordance with defined policies and procedures and in consideration 
ofihe individual legal cntilies. 

Market risk 

Market risk refers to the risk that a change in ihe level of one or more markei prices, rales, indices, implied 
volatilities (the price volatility of the underlying instruments imputed from option prices), correlations of other 
market factors, such as liquidity, will result in losses for a position or portfolio. 

The Group manages the market risk associated with its trading aclivities in consideration of each individual legal 
entity, but on a global basis, at both a trading division and an individual product level. 

Credit Risk 

Credit risk refers to the risk of loss arising from borrower or counterparty default when a borrower, counterparty or 
obligor is unable to meet its financial obligations. 

The Group manages credit risk exposure in consideration of each individual legal emily, but on a global basis, by 
ensuring transparency of material credit risks, ensuring compliance with established limits, approving material 
extensions of credit, escalating risk concentrations to appropriate senior management and mitigating credit risk 
through the use of collateral and olher anangements. 



MORGAN STANLEY B.V. 

DIRECTORS' REPORT 

Risk Management (continued) 

Liquii/ily ami cash flow risk 

The Croup's senior management establishes the overall liquidity and capital policies of Ihc Group. The Group's 
liquidity and funding risk management policies are designed to mitigate the poicntial risk that the Group and the 
Company may be unable to access adequate financing to service its financial obligations when they fall due without 
material adverse franchise or business impact. The key objectives of the liquidity and funding risk managemenl 
framework are to suppon the successful execution of the Group's and the Company's business strategies while 
ensuring ongoing and sufTicient liquidity through the business cycle and during periods of financial distress. 

DIRECTORS 

The following Directors held office throughout the year (except where olherwise shown): 

J.Y. Bahurcl (appointed 3 June 2008) 
G.C.De Boer (resigned 3 June 2008) 
H. Hemnann (appointed 5 February 2009) 
C.E.C. Hood (resigned 5 February 2009) 
R Jackson-Proes (appoinled 3 June 2008) 
J.A. Solan 
TMF Managemenl B.V. 

POST BALANCE SHEET EVENTS 

There have been no significant events since Ihe balance sheel date. 

AUDITORS 

Deloitte Accountants B.V. have expressed their willingness to continue in office as auditors ofthe Company and a 
resolution to re-appoint them will be proposed at the forthcoming annual general meeting. 

By order oflhc Board on 

Directors 

J.Y Bahurcl l-i. Herrmann R Jackson-Proes J.A. Solan '"TMF Management B.V 
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MORGAN STANLEY B.V. 

DIRECTORS ' R E P O R T 

Risk Mnnagement (continued) 

Liquidity and cashflow risk 

iïi|UiÜTiY"anS fiinatni •rfsk'mriuiigéraëiii pónciCs arc designed to'miagiiié raé'póicnüai riük mat ihc Oróüp aridTöê' 
Compauy may be unable lo access adequate fmancmg to service iu fmancial obligation» when they fall due without 
ranierial adverse franchisa or business impact. The key objectives of tlie liquidity nod ftuiding risk managemenl 
framework are to support tbe successtlul execution of tlie Group's aad the Company's business strateties while 
ensuriac ougoing and suiricicm liquidity tliroueh the business cycle and during period* of fmancial distress. 

DIRECTORS 

The following Directors held office throughout the year (except where oiherw-ise shown): 

J.Y, Bahurel (appointed 3 June 2008) 
G.CDc Boer (resigned 3 June 200X) 
H. Herrmann (appointed 5 February 2009) 
C.E.C. Hood (resicned 5 February 2009) 
K. Jackaon-Proes (appointed 3 June 2008) 
J.A. Solan 
TMF Management B.V. 

POST BALANCE SUEvr EVENTS 

There have been no significani events since the balonce sheet date. 

AUDITORS 

Deloitte Accoumants O.V. have expressed their willmguess IO cominuc in office as auditors ofthe Company and a 
resolution to re-appoint them will be proposed at Ihe forthcoming annual general meetinfi. 

ByordernftlieBoardon ZS'fc/ A ta / c l t 2 . 0 0 1 

Directors 

J.Y Rahurel -j^TjUJ+errmann R Jnckson-Procs J.A, Solan TMF Managemenl li.V. 



MORGAN STANLEY B.V. 

DIRECTORS' REPORT 

Risk Management (continued) 

Liquidity and cashflow risk 

j*/—.^_*^-^•?r-c'r: Js'A Ĵ•i5i:.̂ •rrh;-ixi=.•:i;i>sis• -ri7rTcru":r̂ Tqsicnty~iïrnj CSpTim'puiiLiV» üf Sie'vjrbüpT ïhê Urdub's 
liquidiiy and funding nsk management policies arc designed to mitigate the potential risk that the Group and ihe 
Company may be unable to access adequate financing lo service its financial obligations when ihey fall due withoul 
material adverse franchise or business impact. The key objectives of ihc liquidity and funding risk management 
framework arc to support the successful execulion of tlte Group's and the Company's business strategies while 
ensuring ongoing und sufficienl liquidiiy through the business cycle and during periods üffinuncial distress. 

DIRECTORS 

The following Directors held office ihroughout the year (except where olherwise shown): 

J.Y. Bahurel (appointed 3 June 2008) 
G.C.De Boer (resigned 3 June 2008) 
H. Herrmann (appointed 5 February 2009) 
C.E.C. Hood (resigned 5 February 2009) 
R Jackson-Proes (appointed 3 June 2008) 
J.A. Solan 
TMF Management B.V. 

POST BALANCE SHEET EVENTS 

There have been no significant events since the balance sheel date. 

AUDITORS 

Deloitte Accountants B.V. have expressed their willingness to continue in office as auditors of the Company nnd a 
resolution to re-appoint ihem will be proposed at the forthcoming annual general meeting. 

Dy order of the Board on 2 3 fc/ M a r e k ZOO^ 

Directors 

Sb-j* 
J.Y Bahurel K Herrmann R Jackson-Proes J.A. Solan TMF Management B.V. 

mmmmmtif**!**** 



MORGAN STANLEY B.V. 

DIRECTORS' REPORT 

Risk Management (continued) 

Liquidity and cashflow risk 

The Group's senior management establishes the overall liquidity and capital policies ofthe Group. The Group's 
liquidiiy and funding risk management policies are designed to mitigate the potential risk that the Group and the 
Company may be unable to access adequate financing to service ils financial obligations when they fall due without 
material adverse franchise or business impact. The key objectives of the liquidity and funding risk management 
framework arc to support the successful execution of die Group's and the Company's business strategies while 
ensuring ongoing and sufficient liquidity through the business cycle and during periods of financial distress. 

DIRECTORS 

The following Directors held office throughout the year (except where otherwise shown): 

J.Y. Bahurel (appointed 3 June 2008) 
G.C.De Boer (resigned 3 June 2008) 
H. Herrmann (appointed 5 February 2009) 
C.E.C. Hood (resigned 5 February 2009) 
R Jackson-Proes (appointed 3 June 2008) 
J.A, Solan 

TMF Managemenl B.V. 

POST BALANCE SHEET EVENTS 

There have been no significant events since the balance sheet date. 

AUDITORS 
Deloitte Accountanls B.V. have expressed their willingness to continue in office as auditors ofthe Company and a 
resolution to re-appoint them will be proposed at the forthcoming annual general meeting. 
By order ofthe Board on 

Directors • 

J.Y Bahurel H. Herrmann R Jackson-Proes J.A. Solan TMF Management B.V. 
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MORGAN STANLEY B.V. 

DIRECTORS' REPORT 

Risk Management (continued) 

Liquidity and cashflow risk 

The Group's senior management establishes the overall liquidity and cupital policies ofthe Group. The Group's 
liquidiiy and funding risk managemenl policies are designed to mitigate the potemial risk that the Group and the 
Company may be unable to access adequate financing to service ils financial obligations when they fall due wiihoul 
material adverse franchise or business impacl. The key objectives ofthe liquidity and funding risk management 
framework arc to support the successful execution of the Group's and the Company's business strategics while 
ensuring ongoing nnd sufTicient liquidity through the business cycle and during periods of financial distress. 

DIRECTORS 

The following Directois held office ihrouglioul the year (except where otherwise shown): 

J.Y. Bahurel (appointed 3 June 2008) 
G.C.De Boer (resigned 3 June 2008) 
H. Herrmann (appoinled 5 February 20U9) 
C.E.C. Hood (resigned 5 February 2009) 
R Jackson-Proes (appointed 3 June 2008) 
J.A. Solan 
TMF Management B.V. 

POST BALANCE SHEET EVENTS 

There have heen no significani cvems since the balance sheel dale. 

AUDITORS 

Deloitte Accountants B.V. have expressed their willingness to continue in office as auditors oflhc Company and a 
rcsolulion to re-appoint them will be proposed at Ihc forthcoming annual general meeting. 

By order ofihe Board on 

Dircciors 

^ X ^ 
J.Y Bahurel H. Herrmann R Jackson-Proes J.A. Solan TMF MaiiBgemenl D.V. 



M O R G A N S T A N L E Y B.V. 

D I R E C T O R S ' R E P O R T 

Risk Management (continued) 

Liquidiiy and ctiih flow risk 

The Grouo's senior mananement establishes the overall liouidilv and capital policies ofihe Grouo. The Croup's 

Company may be unabie lo access adequate financing to service its financial obligaiions when they fall due wiihoul 
material adverse franchise or business impact. The key objectives of the liquidiiy and funding risk managemem 
framework are to suppon the successful execulion of the Group's and the Company's business slrategics while 
ensuring ongoing and sufficienl liquidity ihrough the business cycle and during periods of financial disiress. 

DIRECTORS 

The following Directors held office throughout ihe year (except where otherwise shown); 

J.Y, Bahurcl (appoimed 3 June 2008) 
G.C.De Boer (resigned 3 June 2008) 
H. Hemnann (appoinled 5 February 2009) 
C.E.C. Hood (resigned 5 February 2009) 
R Jackson-Proes (appointed 3 June 2008) 
J.A. Solan 
TMF Managemenl B.V. 

POST BALANCE SHEET EVENTS 

There have been no significani events since the balance sheet dale. 

AUDITORS 

Deloitte Accounianis B.V. huve expressed Iheir willingness to continue in office as auditors ofihe Company and a 
rcsolulion to re-appoinl Ihem will be proposed al the forthcoming annual general meeting. 

By order oflhc Board on ^Sfo/ A/^Sc/t Xüó ' ï 

Direelors 

J.Y Bahurel H. Hemnann R Jackson-Proes J.A. SOtan—-~ TMF Managemem B.V. 



MORGAN STANLEY B.V. 

INCOME S T A T E M E N T 
Year ended 30 November 2008 

Net losses on financial instruments held for trading 
Net gains on financial inslrumenls designated at fair 

value through profit or loss 

Interest income 
Inlerest expense 

Olher income 
Other expense 

PROFIT BEFORE INCOME TAX 

Income tax expense 

PROFIT FOR THE YEAR 

te 

4 
4 

5 
6 

7 

2008 
€'000 

(264..344) 

264,344 

1,083 
(8) 

5.170 
(8) 

6.237 

(1,589) 

4,648 

2007 
eooo 

• 

-

397 
-

2.573 

(8) 

2,962 

(765) 

2,197 

All operations were continuing in the currenl and prior year. 

The notes on page 7 to 20 form an integral part ofthe financial siaiements. 



MORGAN STANLEY B.V. 

BALANCE SHEET 
As at 30 November 2008 
(Including Proposed Appropriation of Results) 

A 3 3 C t 3 

Loans and receivables: 
Cash at bank 
Trade receivables 
Other receivables 

Financial assets held for trading 
Financial assets designated at fair value through profit or loss 
Current tax 

TOTALASSETS 

LIABILITIES AND EQUITY 
Financial liabiiilies at amortised cost: 

Trade payables 
Other payables 

Financial liabiiilies held for trading 
Financial liabilities designated al fair value ihrough profit or loss 
Current tax 
TOTAL LIABILITIES 

EQUITY 
Share capital 
Relnincd earnings 

TOTAL EQUITY 

Note 

16 
8 
9 

16 
8 
9 

10 
15 

2008 
£'00!? 

* . . . . . 

1,259 
22,787 
29,808 
4,301 

2.095.012 

-
2,153,167 

3.818 
245 

317,337 
1,806.052 

699 
2.128.151 

15.018 
9.998 

25,016 

2007 
£'502 

-

12 
31.229 
46.356 

-
10,104,646 

236 
10,182,479 

119.030 

-
-

10.058,081 
-

10,177.111 

18 
5,350 

5,368 

TOTAL LIABILITIES AND EQUITY 2,153.167 10,182.479 

These financial statements were approved by the Board and authorised for issue on 

Signed on behalfof the Board on ^ / ' a / M q r c k , Z O O I 

Direelors 

J.Y Bahurcl H. Herrmann 

C^/ljA-
R Jackson-Proes J.A. Solan TMF Management B.V. 

The notes on pages 7 to 20 fonn an iniegral pan ofihe financial statements. 



MORGAN STANLEY B.V. 

BALANCESHEET 
As -al 30 November 2008 
(Including Proposed Appropriation of Kcsulls) 

ASSETS 
Loans and receivable!.: 

C':i<l) ai bank 

Tr.iilf rcceiviiblc> 
Oilier receivables 

Financial assets held for trading 

rmaiiv-inl assets tlesignaieil .il fair »-;ilue ilmmgh prolil or loss 
Cuireni tax 
TOTALASSETS 

22. ' Jf . l 

111117 

12 
31,22') 

46.356 

4.301 
2.095.1)12 l(,i,K)4.MA 

236 
2.153.1 (.7 10.182.479 

LIAUIHTIES A M ) EQUITY 
(•"inancial liabilities ul nim..iti.sod cost;. 

Trade payables 
Other payables 

('inancial liabiiilies held for iruding 
Fimincial liabilities dcsignaied at fair value tlirough prolil nr loss 
C urrciit lax 
TOTAL LIABILITIES 

EQUITY 

Share i.apil.'il 

Retained earnings 

TOTAL EQl.TTV 

TOTAL LIABILITIES AND EQUITY 

J.S IS 119.030 
16 
« 
y 

10 
15 

245 
317.337 

I.SO6.052 
r,9<) 

: , I2S.I5I 

15,018 
9.998 

25.016 

2,153,167 

-
I().05«.OSI 

10.177,111 

IS 
5.350 

5.368 

10.182.479 

I h o e fiiiiiiii;i:jl ^inicnients «crc .ippiovcd by ihc Board ond auiliori.svd for issue on 

Si-Mied on behalf t.f ihe Board on £ 3 / » / M u s o k ^ 0 ^ 

Director 

.J .Y ByJitiref--''^ 11. I Icrrmann 
s ^ y 

R Jiickson-Procs J.A Solan I Ml'Managemenl B . \ ' 

' ' ' The noics cn paecs 7 m 20 form an nueeral pan ofihe fiiiiincial stnlemenis. 



MORGAN STANLEY B.V. 

BALANCE SHEET 
As at 30 November 2008 
(Including Proposed Appropriation of Results) 

ASSETS 
Loans and receivables: 

Cash at bank 
Trade receivables 
Other receivables 

Financial assets held for trading 
Financial assets designated at fair value through profit or loss 
Current tax 
TOTAL ASSETS 

LIABILITIES AND EQUITY 
Pinanciul liabilities ul amortised cost: 

Trade payables 
Other payables 

Financial liabilities held for trading 
Financial liabilities designated at fair value dirough profil or loss 
Current tax 
TOTAL LIABILITIES 

EQUITY 
Share capital 
Retained earnings 
TOTAL EQUITY 

TOTAL LIABILITIES AND EQUITY 

16 
8 
9 

16 
8 
9 

10 
15 

X, V W 

1.259 
22.787 
29,808 
4,301 

2,095,012 
-

2,153.167 

3,818 
245 

317,337 
1,806,052 

699 
2,128,151 

15,018 
9,998 

25,016 

2,153,167 

t WV) 

12 
31,229 
46,356 

. 
10,104,646 

236 
10,182,479 

119,030 
-

10.058,081 
-

10.177,111 

18' 
5,350 
5,368 

10,182,479 

These finnncial statements were approved by the Board and aulhorised for issue on 

Signed on behalf of the Board on Z3rcl March. ZOOl 

Directors 

J.Y Bahurcl UyHcrrmann R Jackson-Proes J.A. Solan TMF Management B.V. 

The notes on pages 7 to 20 form an integral partof ihe financial siaiements. 

mmm 



MORGAN STANLEY B.V. 

B A L A N C E S H E E T 

As at 30 N o v e m b e r 2008 
/ Inr lnHino PrnnnvpH Annrnnr in t inn nfRp<mlt<\ 

ASSETS 
Loans and receivables: 

Cash at bank 
Trade receivables 
Olher receivables 

Financial assels held for trading 
Tlnancial assets dcsignaied al fair value through profit or loss 
Current lax 
TOTAL ASSETS 

16 
i 
9 

200S 
€'000 

1,259 
22,787 
29,808 
4,301 

2.095.012 

. 
2,153,167 

2rt07 
€'000 

12 
31,229 
46,356 

-
10,104.646 

236 
10,182,479 

LIABILITIES AND EQUITY 
Financial liabilities at amortised cost; 

Trade payables 
Other payables 

Financial liabilities held for trading 
Financial liabilities designated at fair value thmugh profit or loss 
Current lax 
TOTAL LIABILITIES 

16 
8 
9 

3,818 
245 

317,337 

1,806,052 
699 

2.128.151 

119,030 

10.058,081 

10,177,1)1 

EQUITV 
Share capital 
Retained earnings 
TOTAL EQUITY 

TOTAL LIABILITIES AND EQUITY 

10 
15 

15,018 
9,998 

25,016 

2,153.167 

18 
5.350 
5,368 

10.182,479 

These linancial siaiements were approved by Ihe Board and aulhorised for issue on 

Signed on behalfof the Board on £ 3 ^ M d f c k Z O O l 

Directors 

J.Y Bahurel H. Herrmann R Jackson-Proes J.A. Solan TMF Management B.V. 

The notes on pages 7 to 20 form an integral part oflhc financial statements. 

wm 
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B A L A N C E S H E E T 
As nt 30 N o v e m b e r 2008 
( Inc luding P r o p o s e d A p p r o p r i a t i o n of Results) 

ASSETS 
t.uanH and receivables; 

Cash ai bank 
Trade receivables 
Other receivables 

Financial assets held for trading 

Kinancial assets designated al fair value through profit or loss 
Current tax 
T O T A L ASSETS 

LIABILITIES AND EQUITY 
Fmancial liabiiilies* al amortised cost: 

Trade payables 
Other payables 

Financial liabilities held for trading 
financial liabilities dcsignaied al fair value ihrough protil or loss 
Current lax 
T O T A L LIABILITIES 

EQUITY 
Share capital 
Rclaincd earnings 
T O T A L EQUITY 

TOTAL LIABILITIES AND EQUITV 

e'ooo CODO 

16 
S 
9 

16 
S 
9 

10 
1.5 

1.259 
22.787 

29,808 

4,301 

2.095.012 

-
2.153.Ui7 

3.SIS 
245 

317,337 

1.806,052 

699 

2,128,151 

15,018 
9.90S 

25,016 

2,153,167 

12 
31.2-29 

46,356 

-
10,104,646 

236 
10.182,479 

119,030 

. 
10.058,081 

. 
10.177.111 

18 
5.350 

5.3ftX 

I0.1«2.<179 

These financial statemenls were approved by the Board and aulhorised for issue on 

Signed 0» behalf of the Bourdon j 2 r t l M l i / c h Z C O l 

Direelors 

" S ^ J ^ -

J.Y Bahurel l-l. Herrmann It Jaekson-Procs J.A. Solan TMF Management B.V, 

The notes on pages 7 io 20 fonn an intcgra! pan ofthe financial statemenls. 



MORGAN STANLEY B.V. 

STATEMENT OF CHANGES IN EQUITY 
Year ended 30 November 2008 

At I Deceniber 2006 
Profit for ihc year 

Balance at 30 November 2007 

At I December 2007 
Profit for (he year 
Issue ofsharc capilal 

Balance at 30 November 2008 

Share Capital 
€'000 

18 
-

18 

18 
-

15,000 

15,018 

Retained 
Earnings 

€'000 

3,153 
2,197 

5.350 

5,350 
4,648 

-

9.998 

Tolal 
€'000 

3,171 
2,197 

5,368 

5,368 
4,648 

15,000 

25,016 



MORGAN STANLEY B.V. 

CASH FLOW STATEMENT 
Year ended 30 November 2008 

OPERATING ACTIVITIES 

Profn before income lax 

Adjustments for: 
Change in operaling assets 
Net decrease / (increase) in loans and receivables 
Net (increase) in financial assels held for trading 
Nei decrease / (increase) in financial assets designated at fair 

value through profit or loss 
Net (increase) in current lax 

Change in operating liabilities 
Net (decrease) / increase in financial liabilities at amortised 

cosi 
Nei increase in financial liabiiilies held for trading 
Nei (decrease) / increase in financial liabilities designated al 

fair value ihrough profit or loss 

Cash used in operating activities 

Income tax received 
Income lax paid 

NET CASH FLOWS FROM OPERATING ACI IVIT1ES 

FINANCING ACTIVITIES 

Issue of ordinary share capilal 

NET CASH FLOWS FROM FINANCING ACTIVITIES 

NET INCREASE IN CASH AND CASH EQUIVALENTS 

Currency translation differences on FX currency cash balances 

CASH AND CASH EQUIVALENTS AT THE 
BEGINNING O F T H E VEAR 

CASH AND CASH EQUIVALENTS AT THE END OF 
THE YEAR 

2008 
€'000 

6.237 

(114,967) 
317,337 

(8.252.029) 
(8.049.659) 

(13,099) 

15,000 

15,000 

1,248 

(I) 

12 

2007 
€'000 

2,962 

24,990 
(4,301) 

8,009,634 
-

8.030,323 

(75,847) 

-

(6,229,258) 
(5) 

(6,305,110) 

118,997 

6.182.693 
6.301,690 

(458) 

865 
(1.518) 

(653) 

(13,752) 

982 
(524) 

458 

-

(2) 

14 

1.259 12 

The notes on pages 7 to 20 form an integral part ofthe financial statements. 

wmmmmmm 



MORGAN STANLEY B.V. 

NOTES TO THE FINANCIAL STATEMENTS 
Year ended 30 November 2008 

1. CORPORATE INFORMATION 

The Company is incorporated and domiciled in The Netherlands, at the following address: 

Locaiellikade I, Parnassustoren, 1076 A2, Amslerdam, The Netherlands. 

The Company is engaged in the issuance of financial inslrumenls and the hedging of obligaiions pursuant lo 
such issuances. 

2. BASIS OF PREPARATION 

Stalemenl of compliance 

The Company has prepared its annual financial statements in accordance with Intemational Financial 
Reporting Standards ("IFRSs") adopted by the European Union ("EU"). The primary financial siaiements in 
this document are presented in accordance wilh Intemational Accounting Standards ("IAS") 1 'Presentation 
of Financial Siaiements'. 

New Slondnrds and interpretations adopted during the year 

The Amendmenl lo IAS 1 'Presentation of Financial Statemenls' on capilal disclosures was issued by the 
lASB in August 2005 for application in accounting periods beginning on or after I January 2007. The 
Company adopted the amended IAS I during ihe year. The required disclosure is provided in Note 15. 

An Amendmenl to IAS 39 'Financial Inslrumenls: Recognition and measurement' and IFRS 7 'Financial 
Inslrumenls: Disclosure' was issued by the IASB in October 2008 for application from July 2008. The 
Company adopted (he amended standards during Ihe year. There has been no impact on the financial 
statements following the adoption ofthe amended standards as the Company has opted not lo take advantage 
ofthe increased flexibility in reclassifying ils financial assets. 

IFRS 8 'O/wating Segments' was issued by the lASB in November 2006 for application in accounting 
periods beginning on or after 1 January 2009. The Company chose to early adopt IFRS 8 wilh effect from I 
December 2006, resulting in minor changes to disclosure. 

New Standards and Interpretations not yet adopted 

At the date of authorisation of these financial statemenls, the following standards and intcrprctaiions relevant 
to Ihe Company's operations were in issue by Ihe lASB but not yet mandatory; 

The Company docs not expect that the adoption of these standards and interpretations will have a material 
impact on the Company's financial statemenls. 

IAS 1 'Presentation of Financial Siaiements'. This was revised by the lASB in September 2007 for 
application in accounting periods beginning on or after 1 January 2009. The revised standard will be adopted 
by the Company following endorsement under the EU Regulation. 

IAS 32 Financial Inslrumenls: Presentation'. This was amended by the IASB in February 2008 for 
application in accounting periods beginning on or after I January 2009. The amended standard will be 
adopled by the Company following endorsement under the EU Regulation. 

IAS 39 'Financial Inslrumenls: Recognition and Measurement'. This was amended by the lASB in July 
2008 for application in accounling periods beginning on or after I July 2009. The amended standard will be 
adopted by Ihe Company following endorsement underthe EU Regulalion. 

As pan ofihe Annual Improvements lo IFRS, the lASB made amendments to the following standards that 
arc relevanl lo the Company's operations: IAS 1 'Presentation of Financial Statemenls' and IAS 39 
'Financial Inslrumenls: Recognition and Measurement'. The amendments were made in May 2008, for 
application in accounling periods beginning on or after I January 2009. 



MORGAN STANLEY B.V. 

NOTES TO THE FINANCIAL STATEMENTS 
Year ended 30 November 2008 

2. BASIS OF PREPARATION (CONTINUED) 

Basis of measurement 

The financial siaiements of the Company are prepared under ihe historical cost convention modified by ihe 
inclusion of certain financial instrumenLs al fair value. 

Use of estimates and sources of uncertainly 

The preparation o f financial information requires the Company to make estimates and assumptions regarding 
the valualion o f certain financial instruments and other matters that affect the financial slatcmcnts and rclalcd 
disclosures. The Company believes lhat the estimates utilised in preparing the financial statemenls are prudent 
and reasonable. Aciual results could differ materially from ihese estimates. 

3. S U M M A R Y OF S IGNIF ICANT ACCOUNTING POLICIES 

a. Functional currency 

Items included in the financial statemenls are measured and presented in Euros, the currency of ihe primary 
economic environmenl in which ihe Company operales. 

All currency amounts in the financial statements and Directors' report are rounded to the nearest Ihousand 
Euros. 

b. Foreign currencies 

All monetary assets and liabiiilies denominated in currencies olher lhan Euros are translated into Euros at the 
rales ruling at ihc balance sheel dale. Transactions in currencies other than Euros arc recorded at Ihe rates 
prevailing at the dates of the transactions. Ai l translation differences are taken through the income statement 
and arc presented in 'Olher income' or 'Other expense' excepi where noted in 3(c) below. 

c. Financial instruments 

The Company classifies its financial assets in the following categories on initial recognition: financial assets 
held for trading, financial assels designated at fair value through profit or loss, and loans and receivables. 

The Company classifies ils financial liabilities in the following categories on initial recognition: financial 
liabilities held for trading, financial liabilities designated at fair value through profit or loss, and financial 
liabilities at amortised cosl. 

i) Financial instruments classified as held for Irading 

Financial inslrumenls classified as held for irading, including derivalives, are initially recorded on trade date 
al fair value. A l l subsequent related gains and losses, including foreign exchange differences, are reflected in 
ihc income siatemeni in 'Net gains on financial instrumenLs held for irading'. 

ii) Financial instruments designated at fair value Ihrough profit or loss 

The Company has dcsignaied financial assels and financial liabilities at fair value Ihrough profit or loss when 
cither 

• the assets or liabiiilies are managed, evaluated and reported internally on a fair value basis; 

• ihc designation at fair value eliminaics or significanlly reduces an accounling mismatch which would 
otherwise arise; or 

• the assel or liability conlains an embedded derivative that significantly modifies the cash flows lhal would 
otherwise be required under the coniract. 



MORGAN STANLEY B.V. 

NOTES TO T H E FINANCIAL STATEMENTS 
Year ended 30 N o v e m b e r 2 0 0 8 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

From the date the iransaclion in a financial insirumcnl designated al fair value is entered inlo (trade dale) 
until settlement dale, the Company recognises any unrealised fair value changes in the contract as financial 
instruments designated ai fair value through profit or loss. On settlemeni date, the fair value of consideration 
given or received is recognised as a financial instrument designated at fair value through profit or loss. 
Following setllement date, all related gains and losses, including foreign exchange differences, are reflected 
in ihc income slalemenl in 'Nel gains from financial instruments designated at fair value Ihrough profil or 
loss". 

iii) Loans and receivables and financial liabilities at amortised cost 

Financial assets classified as loans and receivables are iniiially recognised on settlement dale at fair value 
and subsequently measured al amortised cost less allowance for impairment. Interest is recognised in the 
income stalemenl using the effective interest rale method in 'Interest income'. 

The effedive interest method is a method of calculating the amortised cost ofa financial asset or a financial 
liability (or group of financial assets or financial liabilities) and of allocating the interest income or interesi 
expense over the expected life ofthe financial assel or financial liability. The effective interest rate is the rate 
that exactly discounts the estimated future cash paymenis and receipts through the expected life of the 
financial assel or liability (or, where appropriate, a shorter period) to the carrying amount ofthe financial 
asset or liability. The effective interest rale is established on initial recognition of the financial assel and 
liability and is not revised subsequently. The calculalion of Ihe effective inlerest rate includes all fees and 
commissions paid or received transaction costs, and discounts or premiums that are an integral part ofthe 
effective interest rale. Transaction costs are incremental costs lhat are directly attributable lo Ihe acquisition, 
issue or disposal ofa financial asset or liabiliiy. 

Impairment losses and reversals of impairmem losses and foreign exchange differences on financial assels 
classified as loans and receivables are recognised in Ihe income slatement in either 'Other expense' or 'Other 
income.' 

Financial liabilities held al amortised cost are iniiially recognised on seltlemenl date al fair value and 
subsequently measured at amortised cost. Interest is recognised in the income slatement in ' Interest expense' 
using the effective inleresl rate method as described above. 

d. Fair value of financial instruments 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, 
willing parties, in an ami's length iransaclion. 

In determining fair value, the Company uses various valualion approaches depending on how observable the 
inputs to the valuation arc. The Company maximises the use of observable inputs and minimizes Ihe use of 
unobservable inputs by requiring that the most observable inputs be used when available. Observable inputs 
arc inputs thai market panicipants would use in pricing ihe asset or liability developed based on market data 
obtained from sources independent of the Company, Unobservable inputs are inputs that reflect the 
Company's assumptions about the assumptions market participants would use in pricing the asset or liability 
developed based on the best infonnation available in the circumstances. 

The availability of observable inputs can vary from product lo product and is affected by a wide variety of 
factors, including, for example, the type of product, whether the product is new and not yet established in the 
marketplace, ihc liquidity of markets and other characteristics particular to the transaction. To the extenl that 
valuation is based on models or inputs lhat are less observable or unobservable in the market, the 
dciennination of fair value requires more judgement. 

Fair value is a market-based measure considered from the perspective ofa market participani rather lhan an 
emity-specific measure. Therefore, even when markei assumptions are not readily available, the Company's 
own assumptions are set to reflect ihosc that market participants would use in pricing the assel or liability at 
ihe measurement date. The Company uses prices and inputs that are current as of the measurement date, 
including during periods of market dislocation. In periods of markei dislocation, the observability of prices 
and inputs may be reduced for many instruments. 



MORGAN STANLEY B.V. 

NOTES TO THE FINANCIAL STATEMENTS 
Year ended 30 November 2008 

3. S U M M A R Y OF S IGNIF ICANT ACCOUNTING POLICIES (CONTINUED) 

The fair values of many financial inslrumenls, including over-the-counter ( 'OTC') financial inslrumenls, are 
derived using pricing models. Pricing models take inlo account Ihc contract terms (including the maturity), 
as well as multiple inputs, including where applicable, commodity prices, equity prices, interest rale yield 
curves, credit curves, the creditworthiness of the counterparty, option volatility and currency rates. The 
impacl of own credil spreads is also considered when measuring the fair value of liabilities, including OTC 
derivative conlracis. Where appropriate, valuation adjustments are made to account for various factors such 
as liquidiiy risk (bid-ask adjusimcnts), credit quality, concentration risk and model risk. These adjustmenls 
arc subject lo judgcmeni, are applied on a consistent basis and are based upon observable inputs where 
available. The Company subjects atl valuations and models to a review process on a periodic basis. 

In Ihe normal course of business, the fair value of a financial insirumcnl on initial recognition is the 
iransaclion price (i.e. the fair value of the consideration given or received). In cenain circumstances, 
however, ihc fair value wil l be based on other observable currenl markei Iransaclions in ihe same instrument, 
withoul modificaiion or repacking, or on a valuation technique whose variables include only data from 
observable markels. When such evidence exists, the Company recognises a gain or loss on inception ofthe 
transaction. When unobservable markei data has a significant impacl on determining fair value at Ihe 
inceplion o f ihe transaction, the entire initial change in fair value indicated by the valuation technique as ai 
the transaction dale, is not recognised immediately in the income stalemenl. l l is recognised instead when the 
markei data becomes observable. 

Fair Value Hierarchy: Financial inslrumenls recognised at fair value arc broken down for disclosure 
purposes imo a ihrcc level fair value hierarchy based on Ihc observability of inputs as follows: 

• Quoted prices in an active market (Level 1) - Valuations based on quoted prices in active markels for 
identical assets or liabilities that the Company has the ability lo access. Valuation adjustmenls and block 
discounts arc not applied to these financial instruments. Since valuations are based on quoted prices that 
arc readily and regularly available in an active market, valuations o f these products does not entail a 
significant amount ofjudgment. 

• Valuation techniques using observable inputs (Level 2) - Valuations based on one or more quoted prices 
in markels that arc not active or for which all significant inputs are observable, cither directly or 
indirectly. 

• Valuation techniques with significant non-observable inputs (Level 3) - Valuations based on inputs that 
arc unobservable and significant lo the overall fair value measurement. 

Fair Value Control Processes: The Company employs control processes to validate Ihe fair value of its 
financial inslrumenls. including those derived from pricing models. These conlrol processes are designed lo 
assure lhal ihe values used for financial reponing are based on observable inputs wherever possible. In the 
evenl thai observable inputs are not available, the conlrol processes are designed to assure lhat Ihe valuation 
approach utilized is appropriate and consistently applied and lhal the assumptions are reasonable. These 
conlrol processes include reviews of the pricing model's theoretical soundness and appropriateness by 
Company personnel wilh relevant expertise who are independent from the trading desks. Additionally, 
groups independent from the trading divisions within the Financial Control, Market Risk and Credit Risk 
Departmenls participale in ihc review and validation of the fair values generated from pricing models, as 
appropriate. Where a pricing model is used to determine fair value, recently comparable transactions and 
other observable markei data arc considered for purposes of validating assumptions underlying the model. 

10 



MORGAN STANLEY B.V. 

NOTES TO THE FINANCIAL STATEMENTS 
Year ended 30 November 2008 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

e. Impairmcnl of fiiiiincial assets 

At each balance sheet date, an assessment is made as to whether there is any objective evidence of 
impairment in the value of a financial assel classified as loans and receivables. Impairment losses are 
recognised if there is an adverse impact expected lo the future cash flows ofan asset and the expected impacl 
can bc reliably esiimaicd. 

Impaimienl losses on loans and receivables carried at amortised cost are measured as the difference between 
the carrying amount ofthe financial asset and the present value of estimated cash flows discounted al the 
asset's original efTeclive interest rale. Such impairmenl losses are recognised in ihe income statement within 
'Other expenses' and are reflected against Ihc carrying amount ofthe impaired asset on the balance sheet. 
Inicrcsi on ihe impaired asset cominues to be accrued on the reduced carrying amount based on the original 
effedive interest rale ofthe asset. 

If, in a subsequent year, the amount ofihe estimated impaimienl loss decreases because ofan event occurring 
after ihe impaimienl was recognised, the previously recognised impaimienl loss is reversed as detailed by 
financial asset in note 3(o)(iii). 

f. Income Tax 

The lax expense represenis the sum ofthe tax currently paid and payable. 

'The lax currenlly payable is based on taxable profit for the year. Taxable profit differs from net profit as 
reported in ihe income statement because it excludes items of income or expense that arc taxable or 
deduciible in other years and it further excludes items lhat are never taxable or deductible. The Company's 
liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the 
balance shed date. Currenl tax is charged or credited in the income slatement, except when it relates to items 
charged or credited directly in equity, in which case the current tax is also dealt with in equity. 

4. INTEREST INCOME AND INTEREST EXPENSE 

No other gains or losses have been recognised in respect of loans and receivables other than as disclosed as 
interest income' wilhin the income statement. 

No olher gains or losses have been recognised in respect of financial liabilities measured at amortised cost 
other than ns disclosed as 'Interest expense' within the income statement. 

5. OTHER INCOME 

2008 2007 
€'000 €'000 

Other income 5,170 2,573 

Other income relates to fees earned from issuances of financial instruments to other Group undertakings. 



MORGAN STANLEY B.V. 

NOTES TO THE FINANCIAL STATEMENTS 
Year ended 30 November 2008 

6. OTHER EXPENSE 

2008 2007 
€'000 €'000 

Audilors remuncraiion: 
Audii Fees: 
Audit fees Deloitte Accountants B.V. 5 5 
Audit fees Deloitte network 3_ 3_ 
Audit of Ihe Company's financial statements 8 8 

The Company employed no staff during the year (2007; nil). 

7. INCOME TAX EXPENSE 

Dutch corporation lax at 25.50% (2007: 25.84%) 
Currenl year 
Adjustments in respcel of prior years 
Currem year 

Rcconcilialion of effective tax rate 
Profit before income tax 
Income lax using Ihc standard rate of corporation 
tax in the Netherlands or25.50% (2007; 25.84%) 

Impacl on tax of: 
(Over) provided in prior years (2) 

2008 
€'000 

1,591 
(2) 

1.589 

2008 
€'000 

6,237 

1.591 

2007 
€'000 

765 
-

765 

2007 
€'000 

2,962 

765 

Total income tax expense in the income statement 1,589 765 

8. FINANCIAL ASSETS AND LIABILITIES HELD FOR TRADING 

Financial assets and financial liabilities categorised as held for trading are summarised in the table below: 

2008 2007 

Assels Liabilities Assets Liabilities 
€'000 €'000 €'000 €'000 

Derivatives 4,301 317,337 

There are no financial assets or financial liabilities classified as held for irading lhat are expected lo be 
setlled after more than twelve months. 
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MORGAN STANLEY B.V. 

NOTES TO THE FINANCIAL STATEMENTS 
Year ended 30 November 2008 

9. FINANCIAL ASSETS AND LIABILITIES DESIGNATED AT FAIR VALUE THROUGH PROFIT 
OR LOSS 

Financial instrumenls designated at fair value tlirough profil and loss consist primarily of the following 
classes of assets and liabilities: 

Issued structured notes - These instruments contain an embedded derivative which significantly modifies the 
cash flows of ihe issuance. The retum on the instrument is linked to an underlying that is not clearly and 
closely related to the debt host including, but not limiled to, equity, credit or commodity-linked notes. Using 
Ihe fair value option, the entire instrumenl is measured at fair value through profit or loss. 

Prepaid equity securities contracts - These contracts involve derivatives for which an initial payment is paid al 
inception. These financial instruments, along wilh the loans designated al fair value and the derivative 
contracts categorised as held for trading, are part ofthe hedging strategy for the obligations arising pursuant 
to the issuance of the stmctured notes. Using the fair value option, the entire instmment is measured al fair 
value through profit or loss. 

Designated Loans: These are loans to other Group companies lhat, along with the prepaid equity securities 
contracts and the derivative contracts categorised as held for trading, are part ofthe hedging strategy for the 
obligations arising pursuant to the issuance of the structured notes. Using the fair value option, Ihc entire 
instrument is measured at fair value through profit or loss. 

2008 2007 

Liabilities 
€'000 

Prepaid equity securities 
contracts 
Designated loans 
Issued notes -_ 1,806,053 -_ 10,058,081 

10,058.081 

Assets 
€'000 

1,270,316 
824,696 

-

2,095,012 

Liabilities 
€'000 

. 

-
1,806,052 
1,806,052 

Assets 
€'000 

10,104,646 
-
-

10,104,646 

Included within 'Financial assels designated at fair value' is an amount of €301,240,000 (2007 
€2,331,580,000) and within financial liabilities designated at fair value is an amount of €301,240,000 (2007 
€2,331,580,000) thai is expected to bc settled after more than twelve months. 

The cumulative change in fair value of prepaid derivatives and designated loans attributable to changes in 
credil risk amounts to a gain of €172,997,000 (2007: €104,980,000) and the change in the fair value of issued 
notes attributable to changes in credit risk amounts lo a loss of €156,511,000 (2007: 6104,980,000). The 
change for the currenl year is a net gain of €16,486,000 (2007: nil), which is offset by a net loss of 
€16,486,000 due to changes in fair value of financial instmments held for trading attributable to changes in 
credit risk. 

The carrying amount of financial liabilities designated al fair value was €42,100,000 lower lhan the 
contractual amount due at maturity (2007: nil). 

There were no significant gains or losses attributable to changes in own credit risk for financial liabiiilies 
designated at fair value for year ended 30 November 2008 (2007: nil). 

'The above change in fair value of financial assets designated at fair value through profit or loss and financial 
liabilities designated at fair value through profil or loss this is attributable to changes in the credit risk is 
determined as the amount of change in ils fair value lhat is not attributable to changes in market conditions 
thai give rise to market risk. 
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MORGAN STANLEY B.V. 

NOTES TO THE FINANCIAL STATEMENTS 
Year ended 30 November 2008 

10. EQUITY 

Ordinary share capital 

Aulhorised: 

Al 1 December 2006 

Increases in the year 

A l 30 November 2007 

Increases in the year 

2 July 2008 

A l 30 November 2008 

Ordinary 
shares of €100 Total Ordinary 

each: shares: 
Number Number 

900 

900 

399,100 

900 

900 

399,100 

400.000 400,000 

Issued nnd fully paid: 

At 1 December 2006 

Issued in the year 

At 30 November 2007 

Issued in the year 

2 July 2008 

At 30 November 2008 

Ordinarv 
shares ofClOO 

each: 
€'000 

Total Ordinary 
shares: 

€'000 

18 

15.000 

15,018 

15.000 

15,018 

On 2 July 2008 Ihe Company increased its authorised share capital by 399,100 ordinary shares of €100 each 
and issued 150,000 ordinary shares of €100 each in the Company to its sole shareholder. The issued shares 
rank pari passu with the existing ordinary shares. 

I I . SEGMENTAL REPORTING 

The Company has only one business segment as described in the Directors' Report and operates in one 
geographic markei, Europe. 
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NOTES TO THE FINANCIAL STATEMENTS 
Year ended 30 November 2008 

12. FINANCIAL RISK MANAGEMENT 

Risk Management Procedures 

Risk is an inherem part of both Morgan Stanley's and the Company's business activity and is managed by the 
Company within ihe context ofthe broader Group. The Group seeks to identify, assess, monitor and manage 
each ofthe various types of risk involved in ils business activities in accordance with defined policies and 
procedures. The Company's own risk management policies and procedures are consistent with those ofthe 
Group. 

The principal activily Ofihe Company continues to be the issuance of financial instrumenls and the economic 
hedging ofthe obligations arising pursuani lo such issuances. Il is the policy and objective ofthe Company 
nol to be exposed to markei risk. On issuance of each financial instrument, the Company enters inlo 
economic hedges of iis obligations by purchasing financial insiruments from another Group entity. 

Credit risk 

Credit risk refers to the risk of loss arising from borrower or counterparty default. 

The Group manages credit risk exposure on a global basis, but in consideration of each individual legal entity, 
including those ofthe Company. The credil risk managemenl policies and procedures ofthe Group include 
ensuring transparency of material credil risks, ensuring compliance with established limits, approving material 
extensions of credit, and escalating risk concentralions to appropriate senior management. Credit risk 
management policies and procedures for the Company are consistent with those of the Group and include 
escalation to appropriate key management personnel ofthe Company. 

'The maximum exposure to credit risk ofthe Company as at 30 November 2008 is the carrying amounl ofihe 
financial assets held in the balance sheet without taking account of any collaieral held or any other credil 
enhancement. 

As the Company enters into all of its financial asset transactions with Group entities, the Company's credil 
risk related io this concentration is mitigated as both the Company and Group enlities are wholly 
owned indirect subsidiaries ofthe same Group parent company, Morgan Stanley. 

Liquidiiy risk 

Liquidity is the risk that the eniity may encounter difficulty in realising financial assets or otherwise raising 
funds lo satisfy ils financial liabilities. 

The Group's senior management establishes the overall liquidity and funding policies ofthe Group and ihe 
liquidiiy risk management policies and procedures conducted within Ihe Company arc consistent with those of 
llic Croup. The Group's liquidity and funding risk management policies are designed to mitigate the potential 
risk lhat enlilies wilhin the Group, including those of the Company, may be unable to access adequate 
financing to service their financial liabilities when they become payable without maicrial, adverse franchise or 
business impact. The key objective ofthe liquidiiy and funding risk managemenl framework is to suppon the 
successful execution of both the Company's and the Group's business strategies while ensuring ongoing and 
surficicni liquidity Ihrough ihc business cycle and during periods of financial difficulty. 

fhe Company hedges all of its fair value financial liability iransaclions with Group companies. The 
Company's liquidiiy risk related to this concentration is mitigated as both the Company and ils Group 
companies are wholly owned subsidiaries ofthe same group parent company, Morgan Stanley. 

In the following contractual maturity analysis, derivative contracts are disclosed as on demand; financial 
liabilities designated at fair value through profit or loss are disclosed according to their earliest contractual 
maluriiy. All such amounts are presented al their fair value. All other amounts represent the undiscounted 
cash flows payable by the Company arising from its financial liabilities to contractual maturities as at 30 
November 2008. Repaymenls lhal are subject to notice are treated as ifnotice were given immedialely and are 
classified as on demand. This presentation is considered by the Company to appropriately refiect the liquidity 
risk arising from those financial liabilities, presented in a way lhal is consistent with how the liquidity risk on 
ihese financial liabilities is managed by the Company. 
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NOTES TO THE FINANCIAL STATEMENTS 
Year ended 30 November 2008 

12. FINANCIAL RISK MANAGEMENT (CONTINUED) 

On demand In less than In more than More than Iwo Morethan Total 
one year one year but years but less five years 

not more than than five years 
two years 

€'000 €'000 €'000 €'000 €'000 €'000 

2008 
Financial liabilities 
Financial liabiiilies al 
amortised cost: 
- Trade payables 3,818 - - - - 3,818 
- Other payables 245 - - - - 245 
Financial liabilities 
held for trading 317.337 - - - 317,337 
Financial liabilities 
designated at fair 
value ihrough profit 
or loss - 1,504,812 7,316 205,902 88,022 1,806,052 

Current tax : 699 : : •• 699 
Total financial 
liabilities 

321,400 1,505,511 7,316 205,902 88,022 2,128,151 

2007 
Financial liabilities 
Financial liabilities at 
amonised cost: 
-Trade payables 119,030 - - . - - 119,030 
Financial liabilities 
designated al fair 
value ihrough profit 
or loss 7.726,501 21,267 2,070.542 239,771 10.058,081 
Total financial 
liabilities 

Markei Risk 

119,030 7,726,501 21,267 2.070,542 239,771 10.177,1 

Markei risk refers to the risk lhat a change in the level of one or more market prices, rates, indices, implied 
volatilities (the price volatility of the underlying instrumenl imputed from option prices), correlations or other 
market factors, such as liquidity, will result in losses for a posiiion or portfolio. 

Sound market risk management is an integral part ofihe Company's and the Group's culture. The Company is 
responsible fbr ensuring that market risk exposures are well-managed and prudent and more broadly for 
ensuring transparency of material market risks, monitoring compliance with established limits, and escalating 
risk concentrations to appropriate senior management. 

Ihe Company hedges all of its fair value financial liability transactions with Group companies. The Company is 
managed wilhin the Group's global framework. The market risk management policies and procedures ofihe 
Company are consistent with those ofthe Group, including reporting of material risks identified to appropriate 
key management personnel ofthe Company. 
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NOTES TO THE FINANCIAL STATEMENTS 
Year ended 30 November 2008 

12. FINANCIAL RISK MANAGEMENT (CONTINUED) 

Price risk, inleresl rale risk and foreign currency risk 

The issued Structured notes expose Uie Company lo the risk of changes in markei prices of the underlying 
securities, inleresl rate risk and, where denominated in currencies oihcr than Euros, the risk of changes in rates 
of exchange between the Euro and the olher relevant currencies. The Company uses the risk-mirroring contrads 
lhat it purchases from other Group companies to hedge the price, interest rate and foreign currency risks 
associaled wiih the issuance ofthe Structured notes consistent wilh the Company's risk management strategy. 

13. FINANCIAL INSTRUMENTS MEASURED AT FAIR VALUE 

Fair value hierarchy 

The Company's financial assets and liabilities recognised at fair value have been broken down into a Ihrcc 
level hierarchy based on the observability of inputs as described in note 3(d). The follovving table presents 
the carrying value ofthe Company's financial assets and liabilities across the fair value hierarchy. 

2008 
Quoted prices 

in active 
market 

€000s 

2008 
Valuation 

techniques 
using 

observable 
inputs 

€000s 

2008 
Valuation 

techniques 
with 

significant 
non-

observable 
inputs 
€000s 

2008 
Tolal 

€000s 

Financial assets held for trading: 
- Derivatives 

Financial assets designated at fair 
value through profit or loss 

Total financial assets held at fair value 

Financial liabiiilies held for trading: 
- Derivatives 

Financial liabilities designated at fair 
value through profit or loss 

Total financial liabilities at fair value 

-

-

, 

-

-

4.301 

2,095,012 

2.099,313 

317.337 

1.796.481 

2,113,818 

-

-

, 

9,571 

9,571 

4,301 

2,095,012 

2,099,313 

317.337 

1,806,052 

2,123,389 

14. FINANCIAL INSTRUMENTS NOT MEASURED AT FAIR VALUE 

For all financial assels and financial liabilities not recognised at fair value, the carrying amounl is considered 
lo be a reasonable approximation of fair value due to Ihe short lerm nature of these financial assets and 
liabilities. 
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NOTES TO THE FINANCIAL STATEMENTS 
Year ended 30 November 2008 

15. CAPITAL MANAGEMENT 

The Croup manages its capital on a global basis with consideration for individual legal entities wilhin the 
Group. The capital managed by the Group broadly includes ordinary share capital, preference share capital, 
subordinated loans and reserves. 

The Group also uses an economic capital framework. The methodology is based on a going-concern approach 
ihai assigns equity to each business based on regulatory capital usage plus additional capilal for stress losses, 
including principal inveslmenl risk. Regulatory capital, including additional capital assigned for certain 
goodwill, intangible assets and net deferred tax assels, is a minimum requiremeni to ensure the Group's 
access io funding in the market. The Group believes it musl be able to sustain stress losses and maintain 
capilal substantially above regulatory minimums while supporting ongoing business activities. 

The Group's objectives when managing global capital are: 

• to comply with the requirements sel by the Board of Govemors of the Federal Reserve System ("Fed"), 
und 

• io minimise capital within a legal entity whilst safeguarding lhal entity's ability lo conlinue as a going 
concem, so thai it can continue to provide retums for the Group. 

The Group sets the amount of capital for each entiiy in proportion to its risk and in line with regulatory 
requirements. 

As described in the Financial Risk Management note (note 12), the Company's exposure lo liquidity and 
market risk is closely managed and this is reflected in the Company's capital stmcture. The Company may 
manage its capital by adjusting the amount of dividends paid, retuming capital to shareholders or issuing new 
shares as required. 

The Company's managed capital includes the following: 

Ordinary share capital 
Reserves 

2008 
€'000 

15,018 
9,998 

25,016 

2007 
€'000 

IS 
5,350 

5,368 

16. RELATED PARTY DISCLOSURES 

Parent and ultimate controlling entity 

The Company's immediate parem undertaking is Morgan Stanley Intemational Holdings Inc, which is 
registered in Delaware, the United States of America. Copies of its financial statements can be obtained from 
25 Cabot Square. Canary Wharf, London E14 4QA. 

The uliimalc parent undertaking and controlling entity and (he smallest and largest group of which the 
Company is a member and for which group accounts are prepared is Morgan Stanley. Morgan Stanley is 
incorporated in Delaware, the United Stales of America and copies of ils financial statements can be obtained 
from 25 Cabot Square, Canary Wharf, London E14 4QA. 



MORGAN STANLEY B.V. 

NOTES TO THE FINANCIAL STATEMENTS 
Year ended 30 November 2008 

16. RELATED PARTY DISCLOSURES (CONTINUED) 

Key Management Compensation 

Key managemenl personnel is defined as (hose persons having aulhority and responsibility for planning, 
directing and conlrolling the activities of the Company. Key managemenl personnel includes the Board of 
Directors plus key business unit management. 

Compensalion paid to key management personnel in respect of their services rendered io the Company is: 

2008 
€'000 

31 

5 

2 
219 
258 

2007 
€'000 

40 

5 

l 

118 
164 

Short-lcmi employee benefits 
Post-employment benefits 
Share-based payment 
Other long-ierm employee benefits 
'Termination benefits 
Management fees 

Key management personnel compensation is bome by other Group undertakings. 

Transactions with relaled parties 

'The Group conducts business for clients globally through a combination of bolh functional and legal entity 
organism ional structures. Accordingly, the Company is closely integrated with Ihe operations ofthe Group 
and enters inlo transactions vvilh other Group undertakings for the purposes of utilising financing, irading and 
risk managemenl, and infraslructure services. The nature of these relationships along with infonnation about 
ihc iransaclions and outstanding balances is given below. The Company has not recognised any expense and 
has made no provision for bad and doubtful debts related (o the amount o f outsianding balances from related 
parties (2007: nil). 

Financing 

'The Company receives financing from and provides financing to other Group undertakings in the following 
fonns: 

General funding 

General funding is undated, unsecured, floating rale lending. Funding may be received or provided for 
specific transaction related financing requirements, or for general intra group financing purposes. The 
interesi rales are established by the Group Treasury function for all entities within the Group and approximaie 
the market rate of interest that the Group incurs in financing its business. 

Dciails of (he outstanding balances on these financing arrangemems and interest receivable/payable during 
Ihc year are shown in the table below; 

2008 2007 
Interest Balance Interest Balance 

€'000 €'000 €'000 €'000 

Amounis due from olher Group 
undertakings 963_ 29,808 248 46,356 

Aniounis due to oihcr Group undertakings 
6 245 
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MORGAN STANLEY B.V. 

NOTES TO THE FlNAtNCIAL STATEMENTS 
Year ended 30 November 2008 

16. RELATED PARTY DISCLOSURES (CONTINUED) 

Trading and risk management 

The Company issues stmctured notes and hedges the obligations arising from the issuance by entering inlo 
prepaid equity securities contracts, derivative contracts and designated loans with other Group companies. 
All such transactions are entered into on an arm's length basis. These transactions may give rise to credit risk 
eilher for the Company, or to a related party towards the Company. The total amounts receivable and payable 
on issued notes, prepaid equity securities, derivative contracts and designated loans were as follows: 

Amounts due from other Group undertakings 

Amounts due to other Group undertakings 

2008 
€'000 

2,122.100 

1,630.000 

2007 
€'000 

10.135.875 

6,471,291 

In addition, ihe management and execution of business strategies on a global basis results in many Morgan 
Stanley transactions impacting a number of Group enlities. The Group operates a number of intra-group 
policies to ensure lhat, where possible, revenues and related costs arc matched. For the year ended 30 
November 2008 a net gain of €5,170,000 was recognised in Ihe income statement arising from such policies 
(2007; €2,573,000). 

Infrastructure services 

The Company uses infrastruclure services, including ihe provision of office facilities, operated by other 
Group undertakings at no charge (2007: nil). 
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MORGAN STANLEY B.V. 

ADDITIONAL INFORMATION 

Auditors' report 

The auditors' report is recorded on the next page. 

Slalulory rules concerning appropriation ofthe net result 

The Anicles of Incorporation ofthe Company provide that the nel resuli for the year is at the disposition of 
ihe Annual General Meeting of Shareholders. 

Appropriation of the net result for the period 

The balance sheet is presenicd after ihe proposed appropriation ofthe net result for the period ended 30 
November 2008. The directors propose to add the result for the year to the Retained Earnings as part ofthe 
equity. 

Subsequent events 

No events have occurred since the balance sheet date, which would change the financial posiiion ofthe 
Company and which would require adjustment of disclosure in the annual report now presented. 
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Auditors ' repor t 

Report on the financial statements 

We have audited the accompanying financial statements for the year ended November 30, 2008 
of Morgan Stanley B.V., Amsterdam, which compiise the balance sheet as at November 30, 
2008, the profit and loss account, statement of changes in equity and cash flow slatement for 
the year then ended and a summary of significant accounting policies and other explanatory 
notes. 

Management's responsibility 

Management is responsible for the preparation and fair presentation ofthe financial statemenls in 
accordance wiih International Financial Reporting Standards as adopted by the European Union 
and wilh Part 9 of Book 2 of the Netherlands Civil Code, and for the preparation of the directors' 
report in accordance with Part 9 of Book 2 ofthe Netherlands Civil Code. This responsibilily 
includes: designing, implementing and maintaining internal control relevant to the preparation 
and fair presentation of the financial siaiements that are free from matenal missiaiement, 
wheiher due lo fraud or error; selecting and applying appropriate accounting policies; and 
making accounting estimates that are reasonable in ihe circumstances. 

Auditor's responsibility 

Our responsibility is to express an opinion on the financial siaiements based on our audit. 
We conducted our audit in accordance with Dutch law. This law requires thai we comply with 
ethical requirements and plan and perform the audit to obtain reasonable assurance wheiher the 
financial statements are free from material misstatement. 

Onloille Accountants B.V. is registered with the Trade Register ol lh» Chamber ol Commerce ancl 
Industry in Roileidam number £'1362853. 

Member ot 
Deloitto Touche Tohmatsu 

http://www.deloille.nl


Deloitte. 

2 
March 23, 2009 
3l00054184/OP9984/nv 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statemenls. The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstateinenl of the financial 
statements, whether due lo fraud or error. In making those risk assessments, the auditor considers 
intemal conlrol relevant to the entity's preparation and fair presentation ofthe financial 
statements in order to design audit procedures that are appropnate in the circumstances, but nol 
for the purpose of expressing an opinion on the effectiveness of the entity's intemal control. 
An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

i 

We believe lhal tlie audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 

Opinion 

In our opinion, the financial statements give a true and fair view ofthe financial position of 
Morgan Stanley B.V. as at November 30, 2008, and of its result, and its cash flows for the year 
then ended in accordance with Intemalional Financial Reporting Standaids as adopled by the 
European Union ancl with Part 9 of Book 2 of the Netherlands Civil Code. 

Report on other legal and regulatory requirements 

Pursuant to the legal requirement under 2:393 sub 5 part f of the Netherlands Civil Code, we 
report, lo the extenl of our competence, that the directors' report is consistent with the financial 
statemenls as required by 2:391 sub 4 ofthe Netherlands Civil Code. 

Deloitte Accountants B.V. 

R. Koppen 


