MORGAN STANLEY RISK MANAGEMENT

MORGAN STANLEY Risk MANAGEMENT: NAVIGATING FINANCIAL UNCERTAINTY WITH PRECISION

MORGAN STANLEY RISK MANAGEMENT STANDS AS A CORNERSTONE OF THE FIRM'S COMMITMENT TO SAFEGUARDING ITS CLIENTS'
ASSETS AND MAINTAINING ITS REPUTATION AS A GLOBAL FINANCIAL LEADER. IN THE COMPLEX WORLD OF FINANCE, \WHERE
MARKET VOLATILITY, REGULATORY CHANGES, AND ECONOMIC SHIFTS CONSTANTLY CHALLENGE STABILITY, MORGAN STANLEY’S
APPROACH TO RISK MANAGEMENT IS BOTH SOPHISTICATED AND ADAPTIVE. THIS ARTICLE DELVES INTO HOW MORGAN STANLEY
MANAGES RISK, THE STRATEGIES IT EMPLOYS, AND WHY ITS APPROACH MATTERS IN TODAY’S UNPREDICTABLE FINANCIAL
LANDSCAPE.

THE PHILOSOPHY BEHIND MORGAN STANLEY Risk MANAGEMENT

MORGAN STANLEY VIEWS RISK MANAGEMENT NOT MERELY AS A REGULATORY REQUIREMENT BUT AS AN INTEGRAL PART OF ITS
CORPORATE CULTURE AND STRATEGIC DECISION-MAKING. THE FIRM ACKNOWLEDGES THAT RISK IS INHERENT IN EVERY INVESTMENT
AND FINANCIAL TRANSACTION, BUT MANAGING THAT RISK EFFECTIVELY CAN TURN POTENTIAL CHALLENGES INTO OPPORTUNITIES.

AT ITS CORE, MORGAN STANLEY’S RISK MANAGEMENT PHILOSOPHY REVOLVES AROUND THREE KEY PRINCIPLES:

1. ¥**¥PROACTIVE IDENTIFICATION** — SPOTTING POTENTIAL RISKS BEFORE THEY MATERIALIZE.

2. ¥*CoMPREHENSIVE ASSESSMENT** — EVALUATING RISKS ACROSS VARIOUS DIMENSIONS, INCLUDING MARKET, CREDIT,
OPERATIONAL, AND LIQUIDITY RISKS.

3. **DyNAMIC MITIGATION®** — EMPLOYING FLEXIBLE STRATEGIES TO MINIMIZE ADVERSE IMPACTS WHILE MAXIMIZING RETURNS.

THIS MINDSET HELPS MORGAN STANLEY STAY RESILIENT AND AGILE, EVEN WHEN MARKETS ARE TURBULENT.

Key COMPONENTS OF MORGAN STANLEY RISk MANAGEMENT

RISk MANAGEMENT AT MORGAN STANLEY ENCOMPASSES MULTIPLE LAYERS AND DISCIPLINES, ALL DESIGNED TO WORK IN
HARMONY TO PROTECT THE FIRM AND ITS CLIENTS.

MARKET Risk MANAGEMENT

ONE OF THE MOST VISIBLE TYPES OF RISK IN FINANCE IS MARKET RISK — THE POTENTIAL LOSS FROM MOVEMENTS IN MARKET
PRICES LIKE EQUITIES, INTEREST RATES, CURRENCIES, AND COMMODITIES. MORGAN STANLEY UTILIZES ADVANCED QUANTITATIVE
MODELS AND REAL-TIME ANALYTICS TO MONITOR THESE EXPOSURES CONTINUOUSLY. THEIR MARKET RISK FRAMEW ORK
INTEGRATES STRESS TESTING AND SCENARIO ANALYSIS, ENABLING THE FIRM TO ANTICIPATE HOW EXTREME EVENTS COULD
IMPACT PORTFOLIOS.

MOREOVER, MORGAN STANLEY’S TRADERS AND RISK MANAGERS COLLABORATE CLOSELY, ENSURING THAT RISK LIMITS ARE
RESPECTED WITHOUT STIFLING INNOVATION OR GROWTH. THIS BALANCE IS CRUCIAL IN CAPITAL MARKETS WHERE
OPPORTUNITIES AND RISKS OFTEN MOVE HAND IN HAND.

CrepIT Risk CONTROLS

MORGAN STANLEY EXTENDS CREDIT TO VARIOUS COUNTERPARTIES, FROM CORPORATIONS TO GOVERNMENTS. To MANAGE
CREDIT RISK EFFECTIVELY, THE FIRM EMPLOYS RIGOROUS CREDIT ASSESSMENT PROCEDURES, INCLUDING DETAILED FINANCIAL
ANALYSIS, CREDIT SCORING MODELS, AND ONGOING MONITORING OF COUNTERPARTY HEALTH.



THE CREDIT RISK TEAM WORKS ALONGSIDE RELATIONSHIP MANAGERS TO SET APPROPRIATE CREDIT LIMITS AND COLLATERAL
REQUIREMENTS. BY MAINTAINING A DIVERSIFIED CREDIT PORTFOLIO AND CONTINUOUSLY UPDATING RISK MODELS BASED ON
EVOLVING MARKET DATA, MORGAN STANLEY REDUCES THE LIKELIHOOD OF SIGNIFICANT CREDIT LOSSES.

OPERATIONAL Risk AND CYBERSECURITY

IN TODAY’S DIGITAL ERA, OPERATIONAL RISK — THE RISK OF LOSS FROM INADEQUATE OR FAILED INTERNAL PROCESSES, PEOPLE,
OR SYSTEMS — IS MORE CRITICAL THAN EVER. MORGAN STANLEY INVESTS HEAVILY IN INTERNAL CONTROLS, EMPLOYEE
TRAINING, AND TECHNOLOGY INFRASTRUCTURE TO MITIGATE OPERATIONAL RISK.

CYBERSECURITY FORMS A VITAL PART OF THIS STRATEGY. THE FIRM EMPLOYS STATE-OF-THE-ART SECURITY MEASURES, SUCH
AS ENCRYPTION, MULTI-FACTOR AUTHENTICATION, AND REAL-TIME THREAT DETECTION SYSTEMS, TO DEFEND AGAINST
CYBERATTACKS. GIVEN THE SENSITIVE NATURE OF CLIENT DATA AND THE IMPORTANCE OF UNINTERRUPTED SERVICE, MORGAN
STANLEY’S VIGILANCE IN OPERATIONAL RISK MANAGEMENT IS A KEY REASON FOR ITS CLIENTS’ TRUST.

LiQuiDiTY Risk MANAGEMENT

LIQUIDITY RISK— THE RISK THAT THE FIRM CANNOT MEET ITS SHORT-TERM FINANCIAL OBLIGATIONS — IS ANOTHER FOCUS
AREA. MORGAN STANLEY MAINTAINS ROBUST LIQUIDITY RESERVES AND ACCESS TO DIVERSE FUNDING SOURCES TO ENSURE IT
CAN NAVIGATE PERIODS OF FINANCIAL STRESS WITHOUT DISRUPTION.

STRESS TESTING AND CONTINGENCY PLANNING ARE INTEGRAL TO THIS PROCESS. THE FIRM REGULARLY SIMULATES ADVERSE
MARKET SCENARIOS TO EVALUATE ITS LIQUIDITY POSITION, ENSURING IT HAS ENOUGH HIGH-QUALITY LIQUID ASSETS TO
WITHSTAND SHOCKS.

TECHNOLOGICAL INNOVATIONS ENHANCING MORGAN STANLEY RISk
MANAGEMENT

MORGAN STANLEY HAS EMBRACED TECHNOLOGY AS A POWERFUL ALLY IN ITS RISK MANAGEMENT EFFORTS. THE FIRM LEVERAGES
ARTIFICIAL INTELLIGENCE (A|), MACHINE LEARNING, AND BIG DATA ANALYTICS TO IMPROVE RISK DETECTION AND RESPONSE TIMES.

For EXAMPLE, Al ALGORITHMS CAN ANALYZE VAST AMOUNTS OF MARKET DATA TO IDENTIFY SUBTLE PATTERNS INDICATING
EMERGING RISKS. MACHINE LEARNING MODELS ADAPT TO NEW INFORMATION, REFINING RISK ASSESSMENTS WITH GREATER
ACCURACY OVER TIME. THIS TECHNOLOGICAL EDGE ALLOWS MORGAN STANLEY TO BE MORE PREDICTIVE RATHER THAN
REACTIVE.

ADDITIONALLY, BLOCKCHAIN TECHNOLOGY HAS BEEN EXPLORED FOR IMPROVING TRANSPARENCY AND REDUCING SETTLEMENT
RISKS IN TRADING OPERATIONS. BY INTEGRATING CUTTING-EDGE TECH, MORGAN STANLEY STAYS AHEAD IN A RAPIDLY EVOLVING
FINANCIAL ECOSYSTEM.

THe RoLE oF GOVERNANCE IN RiIsk MANAGEMENT

STRONG GOVERNANCE UNDERPINS MORGAN STANLEY’S RISK MANAGEMENT FRAMEWORK. THE FIRM HAS ESTABLISHED A CLEAR
ORGANIZATIONAL STRUCTURE WITH DEFINED ROLES AND RESPONSIBILITIES FOR RISK OVERSIGHT. THE BOARD OF DIRECTORS,
ALONG WITH SENIOR EXECUTIVES, ACTIVELY ENGAGE IN REVIEWING RISK POLICIES AND ENSURING COMPLIANCE WITH REGULATORY
STANDARDS.

INDEPENDENT RISK COMMITTEES AND INTERNAL AUDIT FUNCTIONS PROVIDE ADDITIONAL LAYERS OF SCRUTINY. THIS MULTI-TIERED
GOVERNANCE APPROACH ENSURES THAT RISK-TAKING ALIGNS WITH THE FIRM’S STRATEGIC OBJECTIVES AND RISK APPETITE.



CULTURE AND TRAINING

BEYOND FORMAL STRUCTURES, MORGAN STANLEY FOSTERS A RISK-AWARE CULTURE AMONG ITS EMPLOYEES. REGULAR TRAINING
PROGRAMS EDUCATE STAFF ABOUT RISK POLICIES, EMERGING THREATS, AND BEST PRACTICES. ENCOURAGING OPEN
COMMUNICATION ABOUT RISKS HELPS IDENTIFY VULNERABILITIES EARLY AND PROMOTES ACCOUNTABILITY.

THIS CULTURE IS VITAL BECAUSE RISK MANAGEMENT IS NOT CONFINED TO A SINGLE DEPARTMENT, IT IS A SHARED RESPONSIBILITY
ACROSS THE ENTIRE ORGANIZATION.

W/HY MoORGAN STANLEY Risk MANAGEMENT MATTERS TO INVESTORS AND
CLIENTS

FOR INVESTORS AND CLIENTS, MORGAN STANLEY’S RIGOROUS RISK MANAGEMENT TRANSLATES INTO GREATER CONFIDENCE AND
STABILITY. WHETHER MANAGING WEALTH PORTFOLIOS, UNDERWRITING SECURITIES, OR FACILITATING MERGERS AND
ACQUISITIONS, THE FIRM’S ABILITY TO IDENTIFY AND CONTROL RISKS PROTECTS CLIENT INTERESTS.

IN VOLATILE MARKETS, CLIENTS BENEFIT FROM MORGAN STANLEY’S PROACTIVE MEASURES THAT HELP LIMIT LOSSES AND
OPTIMIZE RETURNS. THE FIRM’S TRANSPARENCY ABOUT ITS RISK POSTURE AND STRATEGIES ALSO FOSTERS TRUST — A CRITICAL

ATTRIBUTE IN FINANCIAL RELATIONSHIPS.

MOREOVER, REGULATORY COMPLIANCE THROUGH EFFECTIVE RISK MANAGEMENT ENSURES THAT MORGAN STANLEY OPERATES
WITHIN LEGAL FRAMEWORKS, AVOIDING COSTLY PENALTIES AND REPUTATIONAL DAMAGE.

Tips FOrR UNDERSTANDING RISk MANAGEMENT IN FINANCIAL INSTITUTIONS

IF YOU’RE CURIOUS ABOUT HOW RISK MANAGEMENT WORKS IN FIRMS LIKE MORGAN STANLEY, HERE ARE SOME HELPFUL POINTERS:
® | OOK FOR TRANSPARENCY: FIRMS THAT OPENLY DISCUSS THEIR RISK FRAMEW ORKS AND DISCLOSURES GENERALLY HAVE
ROBUST RISK CONTROLS.

e UNDERSTAND THE TYPES OF RISKS: MARKET, CREDIT, OPERATIONAL, AND LIQUIDITY RISKS ARE COMMON CATEGORIES;
EACH REQUIRES DIFFERENT MITIGATION TECHNIQUES.

e PAY ATTENTION TO GOVERNANCE: STRONG OVERSIGHT BODIES AND CLEAR ACCOUNTABILITY ARE SIGNS OF EFFECTIVE
RISK MANAGEMENT.

o CONSIDER TECHNOLOGICAL ADOPTION: FIRMS INVESTING IN Al AND DATA ANALYTICS OFTEN HAVE BETTER TOOLS FOR
RISK PREDICTION.

® EVALUATE CULTURE: A RISK-AWARE CORPORATE CULTURE MEANS EMPLOYEES AT ALL LEVELS ARE VIGILANT AND
PROACTIVE.

LookING AHEAD: THE FUTURE OF MORGAN STANLEY Risk MANAGEMENT

AS FINANCIAL MARKETS CONTINUE TO EVOLVE, SO TOO WILL MORGAN STANLEY’S RISK MANAGEMENT STRATEGIES. EMERGING
RISKS SUCH AS CLIMATE CHANGE IMPACTS, GEOPOLITICAL INSTABILITY, AND NEW REGULATORY REQUIREMENTS DEMAND
CONSTANT ADAPTATION.



MORGAN STANLEY IS ALREADY INCORPORATING ENVIRONMENTAL, SOCIAL, AND GOVERNANCE (ESG) FACTORS INTO ITS RISK
ASSESSMENTS, RECOGNIZING THAT SUSTAINABLE INVESTING IS INSEPARABLE FROM LONG-TERM RISK MANAGEMENT. THE
INTEGRATION OF ESG METRICS HELPS THE FIRM ANTICIPATE POTENTIAL FINANCIAL DISRUPTIONS STEMMING FROM CLIMATE-
RELATED EVENTS OR SOCIAL TRENDS.

FURTHERMORE/ ONGOING ADVANCEMENTS IN TECHNOLOGY WILL ENHANCE THE FIRM’S ABILITY TO MANAGE RISKS MORE PRECISELY
AND EFFICIENTLY. BY COMBINING HUMAN EXPERTISE WITH INNOVATIVE TOOLS, MORGAN STANLEY IS WELL-POSITIONED TO
NAVIGATE THE UNCERTAINTIES OF TOMORROW’S FINANCIAL LANDSCAPE.

MORGAN STANLEY RISK MANAGEMENT EXEMPLIFIES A COMPREHENSIVE, FORW ARD~THINKING APPROACH THAT BALANCES CAUTION
WITH OPPORTUNITY. THROUGH METICULOUS ANALYSIS, TECHNOLOGICAL INNOVATION, AND A CULTURE OF ACCOUNTABILITY,
THE FIRM CONTINUES TO PROTECT ITS CLIENTS AND STAKEHOLDERS WHILE EMBRACING THE DYNAMIC NATURE OF GLOBAL FINANCE.
W/HETHER YOU’RE AN INVESTOR, CLIENT, OR INDUSTRY OBSERVER, UNDERSTANDING THESE RISK MANAGEMENT PRINCIPLES OFFERS
VALUABLE INSIGHTS INTO WHAT MAKES MORGAN STANLEY A TRUSTED FINANCIAL PARTNER.

FREQUENTLY AskeD QUESTIONS

\WHAT IS THE PRIMARY FOCUS OF MORGAN STANLEY'S RISK MANAGEMENT FRAMEWORK?

MORGAN STANLEY'S RISk MANAGEMENT FRAMEWORK PRIMARILY FOCUSES ON IDENTIFYING, ASSESSING, AND MITIGATING VARIOUS
FINANCIAL, OPERATIONAL, AND COMPLIANCE RISKS TO PROTECT THE FIRM'S ASSETS AND ENSURE REGULATORY COMPLIANCE.

How DOES MORGAN STANLEY INCORPORATE TECHNOLOGY IN ITS RISK MANAGEMENT
PROCESSES?

MORGAN STANLEY LEVERAGES ADVANCED TECHNOLOGIES SUCH AS ARTIFICIAL INTELLIGENCE, MACHINE LEARNING, AND DATA
ANALYTICS TO ENHANCE RISK DETECTION, IMPROVE PREDICTIVE CAPABILITIES, AND STREAMLINE REPORTING PROCESSES WITHIN
ITS RISK MANAGEMENT FRAME\W ORK.

\WHAT ROLE DOES MORGAN STANLEY's CHIEr Risk OFricer (CRO) PLAY IN RISK
MANAGEMENT?

THe CHier Risk OFFICER AT MORGAN STANLEY OVERSEES THE FIRM'S OVERALL RISK STRATEGY, ENSURING EFFECTIVE RISK
IDENTIFICATION, MEASUREMENT, AND MITIGATION ACROSS ALL BUSINESS UNITS WHILE MAINTAINING ALIGNMENT WITH
REGULATORY REQUIREMENTS AND CORPORATE GOVERNANCE.

How DoES MORGAN STANLEY MANAGE MARKET RISK WITHIN ITS INVESTMENT
PORTFOLIOS?

MORGAN STANLEY EMPLOYS A COMBINATION OF QUANTITATIVE MODELS, STRESS TESTING, SCENARIO ANALYSIS, AND
PORTFOLIO DIVERSIFICATION STRATEGIES TO MONITOR AND MANAGE MARKET RISK, AIMING TO MINIMIZE POTENTIAL LOSSES DUE
TO MARKET FLUCTUATIONS.

\WHAT MEASURES DOES MORGAN STANLEY TAKE TO MANAGE OPERATIONAL RISK?

MORGAN STANLEY IMPLEMENTS COMPREHENSIVE CONTROLS, REGULAR AUDITS, EMPLOYEE TRAINING, AND INCIDENT RESPONSE
PROTOCOLS TO MANAGE OPERATIONAL RISKS ARISING FROM INTERNAL PROCESSES, SYSTEMS FAILURES, OR EXTERNAL EVENTS.



How DOES MORGAN STANLEY ENSURE COMPLIANCE WITH REGULATORY RISK
REQUIREMENTS?

MORGAN STANLEY MAINTAINS A DEDICATED COMPLIANCE TEAM THAT CONTINUOUSLY MONITORS REGULATORY CHANGES,
IMPLEMENTS NECESSARY POLICY ADJUSTMENTS, CONDUCTS TRAINING, AND LIAISES WITH REGULATORS TO ENSURE ADHERENCE TO
ALL RELEVANT RISK-RELATED LAWS AND GUIDELINES.

ADDITIONAL RESOURCES

MORGAN STANLEY Risk MANAGEMENT: NAVIGATING COMPLEXITY IN MODERN FINANCE

MORGAN STANLEY RISK MANAGEMENT STANDS AS A CRITICAL PILLAR IN THE OPERATIONS OF ONE OF THE WORLD’S LEADING
FINANCIAL INSTITUTIONS. IN AN ERA CHARACTERIZED BY RAPID MARKET FLUCTUATIONS, GEOPOLITICAL UNCERTAINTIES, AND
EVOLVING REGULATORY LANDSCAPES, MORGAN STANLEY’S APPROACH TO RISK MANAGEMENT REFLECTS BOTH THE COMPLEXITY
AND THE SOPHISTICATION REQUIRED TO SAFEGUARD ASSETS, MAINTAIN CLIENT CONFIDENCE, AND ENSURE LONG~TERM STABILITY.
THIS ARTICLE DELVES INTO THE MULTIFACETED DIMENSIONS OF MORGAN STANLEY RISK MANAGEMENT, EXAMINING ITS
FRAMEWORKS, METHODOLOGIES, AND THE CHALLENGES FACED IN TODAY’S VOLATILE FINANCIAL ENVIRONMENT.

UUNDERSTANDING MORGAN STANLEY RISk MANAGEMENT FRAMEWORK

MORGAN STANLEY RISK MANAGEMENT IS NOT MERELY A BACK-OFFICE FUNCTION BUT A STRATEGIC IMPERATIVE EMBEDDED
THROUGHOUT THE ORGANIZATION. THE FIRM EMPLOYS A COMPREHENSIVE RISK MANAGEMENT FRAMEWORK, INTEGRATING
QUANTITATIVE ANALYTICS, QUALITATIVE INSIGHTS, AND TECHNOLOGICAL TOOLS TO IDENTIFY, ASSESS, MONITOR, AND
MITIGATE RISKS ACROSS VARIOUS DOMAINS. THIS FRAMEWORK IS DESIGNED TO ADDRESS MARKET RISK, CREDIT RISK,
OPERATIONAL RISK, LIQUIDITY RISK, AND REPUTATIONAL RISK, AMONG OTHERS.

ATITS CORE, MORGAN STANLEY APPLIES A THREE LINES OF DEFENSE MODEL—A WIDELY RECOGNIZED GOVERNANCE STRUCTURE IN
RISK MANAGEMENT. THE FIRST LINE COMPRISES THE BUSINESS UNITS THAT OWN AND MANAGE RISKS IN THEIR DAY-TO-DAY
ACTIVITIES. THE SECOND LINE INCLUDES INDEPENDENT RISK MANAGEMENT AND COMPLIANCE TEAMS THAT ESTABLISH POLICIES,
CONDUCT RISK ASSESSMENTS, AND OVERSEE CONTROLS. THE THIRD LINE CONSISTS OF INTERNAL AUDIT FUNCTIONS PROVIDING
INDEPENDENT ASSURANCE ON THE EFFECTIVENESS OF RISK MANAGEMENT PRACTICES.

QUANTITATIVE AND QUALITATIVE RISk ASSESSMENT

MORGAN STANLEY’S RISK MANAGEMENT LEVERAGES ADVANCED QUANTITATIVE MODELS TO GAUGE EXPOSURE TO MARKET
VOLATILITY, CREDIT DEFAULTS, AND LIQUIDITY CRUNCHES. THESE MODELS INCORPORATE V ALUE AT Risk (VAR) METRICS,
STRESS TESTING, SCENARIO ANALYSIS, AND SENSITIVITY ANALYSES TO SIMULATE DIVERSE MARKET CONDITIONS. HOWEVER, THE
FIRM RECOGNIZES THE LIMITATIONS OF PURELY QUANTITATIVE APPROACHES, ESPECIALLY IN UNPRECEDENTED SITUATIONS LIKE THE
2008 FINANCIAL CRISIS OR THE COVID-19 PANDEMIC. THEREFORE, QUALITATIVE ASSESSMENTS INVOLVING EXPERT JUDGMENT,
SCENARIO PLANNING, AND FORW ARD-LOOKING INSIGHTS PLAY A CRUCIAL ROLE IN COMPLEMENTING DATA-DRIVEN EVALUATIONS.

TECHNOLOGICAL INTEGRATION IN RISk MANAGEMENT

ONE OF THE DEFINING FEATURES OF MORGAN STANLEY RISK MANAGEMENT IS ITS INVESTMENT IN CUTTING-EDGE TECHNOLOGY. THE
FIRM DEPLOYS SOPHISTICATED RISK ANALYTICS PLATFORMS AND MACHINE LEARNING ALGORITHMS TO ENHANCE PREDICTIVE
ACCURACY AND REAL-TIME MONITORING CAPABILITIES. THESE TECHNOLOGIES ENABLE THE AGGREGATION OF VAST DATASETS
FROM GLOBAL MARKETS, CLIENT PORTFOLIOS, AND OPERATIONAL PROCESSES, FACILITATING EARLY DETECTION OF POTENTIAL
VULNERABILITIES.

MOREOVER, MORGAN STANLEY UTILIZES CLOUD COMPUTING AND BIG DATA ANALYTICS TO IMPROVE SCALABILITY AND



RESPONSIVENESS. BY AUTOMATING ROUTINE RISK REPORTING AND COMPLIANCE CHECKS, THE FIRM FREES UP HUMAN RESOURCES TO
FOCUS ON STRATEGIC RISK DECISIONS. CYBERSECURITY MEASURES ARE ALSO INTEGRAL TO THE RISK FRAMEWORK, AS DIGITAL
THREATS POSE INCREASING RISKS TO FINANCIAL INSTITUTIONS \WORLDW IDE.

Risk CULTURE AND GOVERNANCE

BEYOND TOOLS AND MODELS, MORGAN STANLEY EMPHASIZES CULTIVATING A STRONG RISK CULTURE. THIS INVOLVES EMBEDDING
RISK AWARENESS INTO THE FIRM'S ETHOS, ENCOURAGING TRANSPARENT COMMUNICATION, AND FOSTERING ACCOUNTABILITY AT
ALL ORGANIZATIONAL LEVELS. SENIOR LEADERSHIP ACTIVELY PARTICIPATES IN RISK OVERSIGHT, ENSURING THAT RISK
CONSIDERATIONS INFORM BUSINESS STRATEGIES AND PRODUCT DEVELOPMENT.

THE FIRM’S GOVERNANCE STRUCTURES SUPPORT THIS CULTURE THROUGH ESTABLISHED COMMITTEES SUCH AS THE Risk
ComMmiTTEE AND ASSET AND LiABILITY CoMmiTTEE (ALCO), WHICH REGULARLY REVIEW RISK EXPOSURES AND MITIGATION
STRATEGIES. THESE BODIES ALSO ENSURE COMPLIANCE WITH GLOBAL REGULATORY STANDARDS, INCLUDING BASEL IIl, Dobp-
FraNk ACT, AND MIFID I, REFLECTING MORGAN STANLEY’S COMMITMENT TO RESILIENT AND RESPONSIBLE RISK MANAGEMENT.

CoMPARATIVE PERSPECTIVES: MORGAN STANLEY VS. INDUSTRY PEERS

\X/HEN BENCHMARKED AGAINST PEERS LIKE GOLDMAN SACHS, JPMorGAN CHASE, AND CITIGROUP, MORGAN STANLEY’S RISK
MANAGEMENT PRACTICES EXHIBIT BOTH COMMONALITIES AND DISTINCT CHARACTERISTICS. LIKE ITS COUNTERPARTS, MORGAN
STANLEY PRIORITIZES INTEGRATED RISK FRAMEWORKS AND REGULATORY COMPLIANCE. HOWEVER, ITS STRATEGIC FOCUS ON
TECHNOLOGY-DRIVEN RISK ANALYTICS SETS IT APART, ALLOWING FOR MORE AGILE RESPONSES TO MARKET DISRUPTIONS.

ADDITIONALLY, MORGAN STANLEY’S APPROACH TO SUSTAINABILITY RISK—CONSIDERING ENVIRONMENTAL, SOCIAL, AND
GOVERNANCE (ESG) FACTORS—IS INCREASINGLY PROMINENT. THE FIRM INCORPORATES ESG RISk ASSESSMENTS INTO ITS
INVESTMENT AND LENDING DECISIONS, ALIGNING RISK MANAGEMENT WITH BROADER SOCIETAL TRENDS. THIS PROACTIVE STANCE
CONTRASTS WITH SOME COMPETITORS WHO ARE STILL EVOLVING THEIR ESG INTEGRATION PROCESSES.

CHALLENGES AND LIMITATIONS

DESPITE ITS ROBUST FRAMEW ORK, MORGAN STANLEY RISK MANAGEMENT FACES INHERENT CHALLENGES. THE UNPREDICTABILITY
OF GLOBAL EVENTS, SUCH AS GEOPOLITICAL CONFLICTS OR PANDEMICS, CAN STRAIN EVEN THE MOST SOPHISTICATED MODELS.
FURTHERMORE, THE RELIANCE ON COMPLEX ALGORITHMS INTRODUCES MODEL RISK, WHERE ERRORS OR OVERSIGHTS COULD LEAD
TO FLAWED RISK ESTIMATES.

ANOTHER ONGOING CHALLENGE IS BALANCING RISK MITIGATION WITH BUSINESS GROW TH. OVERLY CONSERVATIVE RISK POLICIES
MIGHT LIMIT PROFITABILITY OR INNOVATION, WHILE LAX CONTROLS COULD EXPOSE THE FIRM TO SIGNIFICANT LOSSES. MORGAN

STANLEY CONTINUALLY NAVIGATES THIS TENSION THROUGH DYNAMIC RISK APPETITE FRAMEWORKS THAT ADAPT TO CHANGING
MARKET CONDITIONS.

Key FEATURES OF MORGAN STANLEY Risk MANAGEMENT

o COMPREHENSIVE RISk IDENTIFICATION: COVERS MARKET, CREDIT, OPERATIONAL, LIQUIDITY, AND REPUTATIONAL RISKS.

¢ ADVANCED QUANTITATIVE MODELING: UTILIZES VAR, STRESS TESTS, AND SCENARIO ANALYSES FOR RISK
QUANTIFICATION.

® TECHNOLOGICAL SOPHISTICATION: EMPLOYS MACHINE LEARNING, BIG DATA ANALYTICS, AND CLOUD COMPUTING.



® STRONG GOVERNANCE AND CULTURE: ENFORCES ACCOUNTABILITY THROUGH COMMITTEES AND LEADERSHIP ENGAGEMENT.
* ReEGULATORY COMPLIANCE: ADHERES TO GLOBAL STANDARDS SUCH AS BASEL Ill AND DoDD-FRANK.

o ESG RISk INTEGRATION: INCORPORATES SUSTAINABILITY CONSIDERATIONS INTO RISK ASSESSMENTS.

Pros AND CoNs oF MORGAN STANLEY’s Risk MANAGEMENT APPROACH

1. Pros:
o ROBUST AND MULTI-LAYERED RISK CONTROLS MINIMIZING UNEXPECTED LOSSES.
o INNOVATIVE USE OF TECHNOLOGY ENHANCING PREDICTIVE ACCURACY.
o STRONG RISK CULTURE PROMOTING TRANSPARENCY AND ACCOUNTABILITY.

o ALIGNMENT WITH EVOLVING REGULATORY AND ESG FRAMEWORKS.

2. Cons:
o POTENTIAL OVERRELIANCE ON COMPLEX MODELS THAT MAY FAIL IN EXTREME SCENARIOS.
o BALANCING RISK APPETITE WITH GROWTH AMBITIONS REMAINS CHALLENGING.

o CONTINUOUS ADAPTATION REQUIRED IN FACE OF EMERGING RISKS AND TECHNOLOGICAL CHANGES.

MORGAN STANLEY RISK MANAGEMENT CONTINUES TO EVOLVE, REFLECTING THE BROADER TRANSFORMATION OF THE FINANCIAL
SECTOR. AS MARKETS GROW MORE INTERCONNECTED AND NEW RISKS EMERGE, THE FIRM’S ABILITY TO INTEGRATE DATA,
TECHNOLOGY, AND HUMAN EXPERTISE WILL REMAIN VITAL. ITS PROACTIVE STANCE TOWARDS ESG RISKS AND REGULATORY
COMPLIANCE ALSO POSITIONS IT WELL TO NAVIGATE THE FUTURE OF FINANCE, WHERE RISK MANAGEMENT IS NOT ONLY ABOUT
PROTECTION BUT ALSO ABOUT CREATING SUSTAINABLE VALUE.
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