CALCULATION OF REGISTRATION FEE

Maximum Aggrega Amount of Registratic
Title of Each Class of Securities Offered Offering Pricé Feé

Capital Trust VIl 6.60% Capital Securities $1,150,000,000 $123,050.00
(2) Includes $150,000,000 for over-allotment option

(2) Pursuant to Rule 457(p) under the SecuritiesofAd 933, filing fees of $2,652,225.08 have
already been paid with respect to unsold secutitigswere previously registered pursuant to a
Registration Statement on Form S-3 (No. 333-1298#8) by Morgan Stanley on October 25, 2005
and have been carried forward. The $123,050.00ieerespect to the $1,150,000,000 Capital
Securities sold pursuant to this registration stete is offset against those filing fees, and
$425,522.89 remains available for future registrafees. No additional fee has been paid with
respect to this offering.

PROSPECTUS SUPPLEMENT
(To Prospectus dated January 25, 2006)

$1,000,000,000

Morgan Stanley Capital Trust VI
6.60% CAPITAL SECURITIES

guaranteed by

Morgan Stanley

Morgan Stanley Capital Trust VII (“Morgan Stanlegu$t”) is offering capital securities that Morgareley will fully and unconditionally
guarantee, based on its combined obligations uadguwarantee, a trust agreement and a junior subwtiid indenture. Morgan Stanley
Trust's only asset will be junior subordinated detoees issued by Morgan Stanley. Morgan Stanlegtiwill pay distributions on the capital
securities only from the proceeds, if any, of iag¢payments on the junior subordinated debentiites junior subordinated debentures bear
interest at an annual rate of 6.60%, payable qudyt arrears.

Subject to certain conditions specified in thisgpectus supplement, Morgan Stanley may defer itpagyments on the junior subordinated
debentures during any period of up to 40 conseewgivarters without giving rise to an event of défand without permitting acceleration
under the terms of the capital securities or thequ subordinated debentures. Morgan Stanley vatllne required to settle deferred interest
payments pursuant to the alternative payment meashmadiescribed in this prospectus supplement uritd$ deferred interest for -
consecutive quarters or made a payment of currestest.

Morgan Stanley Trust will redeem the capital setesion January 15, 2046 (the “scheduled redemptiate”), subject to obtaining sufficie
proceeds from the redemption by Morgan Stanlelgefutnior subordinated debentures. rgan Stanley has agreed to redeem the junior
subordinated debentures on the scheduled redemgiitanonly out of net proceeds from the sale daaereplacement securities describe:
this prospectus supplement. Morgan Stanley alsdhiesght to redeem the junior subordinated debest early at any time on or after
October 15, 2011 or, prior to such date, upon theusrence of certain events specified in this peasps supplement. The junior subordin:
debentures mature on October 15, 2066 if not reeéeesarlier.

Morgan Stanley Trust will apply to have the cap#aturities listed on the New York Stock Exchangethe trading symbol “MSZ” for
trading within 30 days after they are first issublih assurance can be given that the New York &rchkange will approve the capital
securities for listing .

Investing in the capital securities involves risBse “Risk Factors” beginning on page S-12.



PRICE $25 PER CAPITAL SECURITY

Underwriting Proceeds to
Priceto Discounts and Morgan Stanley
Publict Commissions® Trust W@
Per Capital Security $25 $.7875 $25
Total $1,000,000,000 $31,500,000 $1,000,000,000

(1)  Plus accumulated distributions, if any, from Octob2, 2006
(2) Because Morgan Stanl| Trust will use all of the proceeds from the sdléhe capital securities and its common securiiiegurchase
junior subordinated debentures of Morgan Stanlegrddn Stanley will pay all underwriting discountsdacommission

This prospectus supplement and the accompanyirgppotus may be used by the underwriters in cororestith offers and sales of the
capital securities in market-making transactionsagotiated prices related to prevailing marketps at the time of sale or otherwise. The
underwriters may act as principal or agent in sticnsactions.

The underwriters may purchase up to an addition@06,000 capital securities for $25 per capitalwity and accumulated distributions, if
any, within 30 days from the date of this prospgstupplement to cover over-allotments.

The Securities and Exchange Commission and stetteites regulators have not approved or disapprbtieese securities or determined if
this prospectus supplement or the accompanyingpeudss is truthful or complete. Any representatmthe contrary is a criminal offense.
The capital securities are not being offered odsmlitside of the United States.

The underwriters expect to deliver the capital sities to purchasers through The Depository Trustiany on October 12, 2006.

MORGAN STANLEY

Sole Structuring Agent and Sole Bookrunner

CITIGROUP MERRILL LYNCH & CO. UBSINVESTMENT BANK WACHOVIA SECURITIES
A.G. EDWARDSHSBC RBC CAPITAL MARKETSWELLS FARGO SECURITIES
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In this prospectus supplement, references to Mo8janley Trust mean Morgan Stanley Capital Trust VI

You should rely only on the information containedaorporated by reference in this prospectus
supplement and the accompanying prospectus datachda 25, 2006. Morgan Stanley Trust and Morgan
Stanley have not authorized anyone to provide yituinformation other than that contained or
incorporated by reference in this prospectus supglet and the accompanying prospectus. Morgan
Stanley Trust and Morgan Stanley are offering fbtke capital securities, and are seeking offerbty

the capital securities, only in jurisdictions wheffers and sales are permitted.

Except as otherwise noted, the discussion in tflusgectus supplement assumes that the underwwit#rs
only purchase 40,000,000 capital securities andl gt purchase any additional securities pursuant t
their over-allotment option.

The distribution of this prospectus supplement thi)gdaccompanying prospectus and the offering of the
capital securities in certain jurisdictions may testricted by law. Persons outside the United Statko
come into possession of this prospectus suppleanehthe accompanying prospectus must inform
themselves about and observe any restrictionsingldb the offering of the capital securities ahé t
distribution of this prospectus supplement andateompanying prospectus outside the United States.

For a description of certain restrictions on offessles and deliveries of the capital securitied an the
distribution of this prospectus supplement andateompanying prospectus and other offering material
relating to the capital securities, see the sectibthis prospectus supplement called “Underwritérs
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The following information concerning Morgan Stanl&jorgan Stanley Trust, the 6.60% capital secuitie
to be issued by Morgan Stanley Trust, the guaraotee issued by Morgan Stanley with respect to the
capital securities and the 6.60% junior subordishatebentures to be issued by Morgan Stanley due
October 15, 2066, subject to Morgan Stanley’s agese to redeem them earlier, as described below,
supplements, and should be read in conjunction, Withinformation contained in the accompanying
prospectus. Terms defined in the accompanying paigp have the same meanings in this prospectus
supplement.

Morgan Stanley

Morgan Stanley is a global financial services fttrat maintains significant market positions in eaths
business segments—Institutional Securities, Globedlth Management Group, Asset Management and
Discover. Morgan Stanley, through its subsidiaged affiliates, provides its products and servioes

large and diversified group of clients and cust@nircluding corporations, governments, financial
institutions and individuals. Morgan Stanley waigjioally incorporated under the laws of the Stdte o
Delaware in 1981, and its predecessor companieshdak to 1924. Morgan Stanley conducts its busines
from its headquarters in New York, its regionaia#s and branches throughout the United Statesitend
principal offices in London, Tokyo, Hong Kong anither world financial centers.

A summary of the activities of each of the segmésitews:

Institutional Securities includes capital raisifigancial advisory services, including advice onrgegs

and acquisitions, restructurings, real estate aogqt finance; corporate lending; sales, tradfitg@ncing
and market-making activities in equity securitiasl aelated products and fixed income securities and
related products, including foreign exchange armdmodities; benchmark indices and risk management
analytics; research; and investment activities.

Global Wealth Management Group provides brokeragkimvestment advisory services covering various
investment alternatives; financial and wealth plagrservices; annuity and insurance products; teedi
other lending products; banking and cash manageamehtredit solutions; retirement services; trust a
fiduciary services.

Asset Management provides global asset managenmmhiqis and services in equity, fixed income,
money market, real estate and alternative invedsr(erciuding hedge funds, funds of hedge fundsicse
loans, structured products and private equityhstitutional and retail clients through proprietand third
party retail distribution channels, intermediagesl Morgan Stanley’s institutional distribution ohal.
Asset Management also engages in investment aesivit

Discover offers Discover®-branded credit cards atfr consumer products and services, and includes
the operations of Discover Network, which opera@serchant and cash access network for Discover
Network branded cards, and PULSE EFT AssociationanPautomated teller machine/debit and electronic
funds transfer network. The Discover business segalso includes consumer finance products and
services in the U.K., including Morgan Stanley-lited, Goldfish-branded and various other creditsard
issued on the MasterCard network.

Morgan Stanley’s principal executive offices ard 885 Broadway, New York, New York 10036, and its
telephone number is (212) 761-4000. Under this ingadUse of Proceeds” and “Consolidated Ratios of
Earnings to Fixed Charges and Earnings to Fixedd&lsaand Preferred Stock Dividends,” the terms
“Morgan Stanley,” “we,” “us” and “our” include Moan Stanley and its consolidated subsidiaries.

Morgan Stanley Capital Trust VII

Morgan Stanley Trust is a Delaware statutory triMigtrgan Stanley Trust exists solely to:
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» issue and sell its common securities to Morgan|&yan
» issue and sell its capital securities to the public

e use the proceeds from the sale of its common gsexuand capital securities to purchase junior
subordinated debentures from Morgan Stanley; and

* engage in other activities that are necessary,amuaut or incidental to these purposes.

The Bank of New York will act as the property tesof Morgan Stanley Trust. The Bank of New York
(Delaware) will act as the Delaware trustee of Morétanley Trust. Two employees, officers or &ffdis
of Morgan Stanley or its subsidiaries will act dsnénistrators of Morgan Stanley Trust. The printipa
offices and telephone number of Morgan Stanley fTawes 1585 Broadway, New York, New York 10036
and (212) 761-4000.

The Offering

Morgan Stanley Trust is offering its capital setias for $25 per security. Morgan Stanley Trust udle

all of the proceeds from the sale of its capitalsities and its common securities to purchasepjuni
subordinated debentures of Morgan Stanley. Thejuwibordinated debentures will be Morgan Stanley
Trust’s only assets. Morgan Stanley will fully amdconditionally guarantee the obligations of Morgan
Stanley Trust, based on its combined obligatiordeuma guarantee, a trust agreement and the Junior
Subordinated Indenture, to be dated as of Octabe?06, between Morgan Stanley and The Bank of
New York, as indenture trustee (the “junior suboatéd indenture”).

The Capital Securities

If you purchase capital securities, you will beitted to receive cumulative cash distributions maanual
rate of $1.65 for each capital security, which espnts 6.60 % of the liquidation amount of $25cfach
capital security. If Morgan Stanley Trust is dissdl and its assets distributed, for each capitalrég you
own you are entitled to receive the liquidation amto(which may be paid in the form of a distributiof a
like amount of junior subordinated debentures)28 $lus accumulated but unpaid distributions frome t
assets of Morgan Stanley Trust available for distion, after it has paid or made reasonable pi@vito
pay, in accordance with Section 3808(e) of the Wafa Statutory Trust Act, liabilities owed to its
creditors. See “Description of Capital Securitiesigtlidation Distribution upon Dissolution.” Accordity,
you may not receive the full liquidation amount amtumulated but unpaid distributions if Morgan
Stanley Trust does not have enough funds.

Distributions will accumulate from the date Morgaranley Trust issues its capital securities. Morgan
Stanley Trust will pay the distributions quarteoly January 15, April 15, July 15 and October 1Baifh
year, beginning January 15, 2007. If Morgan Stadkfers interest payments on the junior subordthate
debentures, Morgan Stanley Trust will defer disttilns on the capital securities. These interegingats
and, accordingly, distributions on the capital s#i@s, may be deferred for up to 40 consecutivartprs
without permitting an acceleration of the juniobstdinated debentures.



If you purchase the capital securities, you wiNé#imited voting rights. You will be entitled tate on the
following matters:

» removal of the property trustee or the Delawarsté® when there is a default under the junior
subordinated debentures or when holders of a nyjarliquidation value of the outstanding
capitalsecurities decide to remove either of the trusteesause;

« certain modifications to the terms of the capitagities and the guarantee that would adversely
affect therights of the holders of the capital securitieg] an

» the exercise of Morgan Stanley Trust’s rights dsléroof the junior subordinated debentures.
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A more detailed description of your voting righéscontained under “Description of Capital Secusitie
Removal of Morgan Stanley Capital Trustees; Appuogtt of Successors,” “—Voting Rights; Amendment
of Trust Agreements” and “Description of Guarantedsnendments and Assignment” on pages 10, 12
and 28, respectively, of the accompanying prosgectu

The Common Securities

Morgan Stanley will acquire all of the common sétoes of Morgan Stanley Trust. The common secugitie
will have an aggregate liquidation amount of $10,dxcept as described under “Ranking” below, the
common securities will rank equal to the capitaisiies in priority of payment. Normally, the corom
securities will have sole voting power on matterbé voted upon by Morgan Stanley Trust’s security
holders.

The Junior Subordinated Debentures

Morgan Stanley Trust will purchase the junior sutdoated debentures from Morgan Stanley with the
proceeds from the sale of its capital securitiebitmcommon securities. Morgan Stanley will isthue
junior subordinated debentures under a junior slibated indenture between Morgan Stanley and The
Bank of New York, as indenture trustee. The jusiabordinated debentures will:

* have an aggregate principal amount equal to $10000000, which is the aggregate liquidation
amount of the capital securities plus the capivatigbuted by Morgan Stanley for the common
securities;

* bear interest at an annual rate of 6.60 %;

* pay interest quarterly, subject to the right of lyenm Stanley to defer interest payments for up to
40 consecutive quarters as described below;

* beredeemable at Morgan Stanley’s option at ang timor after October 15, 2011, or, prior to
such date, under the circumstances described below;



* be redeemed by Morgan Stanley on January 15, 28d6gcheduled redemption date”) to the
extent Morgan Stanley raises sufficient proceedsuih the sale of replacement securities as
further described below; and

e mature on October 15, 2066 (the “final maturityedat
The Guarantee of the Capital Securities
Morgan Stanley will guarantee the capital secwgitia a limited basis under the guarantee.

The guarantee requires Morgan Stanley to pay ackedetlbut unpaid distributions, redemption payments
and liquidation payments on the capital securitiebehalf of Morgan Stanley Trust only in an amount
equal to the sum of the payments Morgan Stanleyrteate to Morgan Stanley Trust on the junior
subordinated debentures. It does not, howeverjretfiorgan Stanley to make payments on behalf of
Morgan Stanley Trust if Morgan Stanley Trust doeshave sufficient funds to make payments on the
capital securities because Morgan Stanley has aderpayments on the junior subordinated debentures.

Ranking

The capital securities will generally rank equatitte common securities in priority of payment. Mamg
Stanley Trust will make payments on the capitalisées and the common securities based on a
proportionate allocation of the payments it recgiwa the junior subordinated debentures. Howeler, t
capital securities will rank prior to the commorgeties as to payment if there occurs with respethe
junior subordinated debentures an event of detawdtdefault as a result of a failure to pay anypants
under the junior subordinated debentures when due.

S-5

For a more detailed explanation, see “Descriptio@apital Securities—Subordination of Common
Securities” on page 9 of the accompanying prosgectu

The junior subordinated debentures and the guaramitebe unsecured and will rank subordinate and
junior in right of payment to all of Morgan Stanlegurrent and future senior indebtedness, liabsliand
obligations (including senior subordinated debt eadain junior subordinated debt of Morgan Stanley
and will be effectively subordinated to all indatrtess and other liabilities of Morgan Stanley’s
subsidiaries. The junior subordinated debenturdstaa guarantee will rank junior to the junior
subordinated debt of Morgan Stanley underlyingekisting capital securities of Morgan Stanley Calpit
Trust Il, Morgan Stanley Capital Trust Ill, Morg&tanley Capital Trust IV, Morgan Stanley Capitali§ir

V and Morgan Stanley Capital Trust VI (collectivetie “Existing Morgan Stanley Trusts”) and
guarantees by Morgan Stanley of the capital seéesiigsued by the Existing Morgan Stanley Trusts,
respectively. The junior subordinated debenturesthe guarantee may rank junior to, senior tpas
passuwith junior subordinated debentures and guarantaderlying capital securities (intended to receive
tier 1 capital treatment) to be issued in the faitoy trusts similar to the Morgan Stanley Truse SRisk
Factors—Holders of Morgan Stanley’s Senior Indebésd Will Get Paid Before Morgan Stanley Trust
Will Get Paid Under the Junior Subordinated Debesgand Before You Will Get Paid Under the
Guarantee” on page S-12, “Description of Juniorddimated Debentures—Subordination” on page S-31,
“Description of Junior Subordinated Debentures”ibring on page 16 of the accompanying prospectus



and “Description of Guarantees—Status of the Guaegai on page 28 of the accompanying prospectus for
a more detailed explanation.

Deferral of Distributions

Subject to certain conditions specified in thedwling paragraphs, Morgan Stanley may defer interest
payments on the junior subordinated debenturesigamy period of up to 40 consecutive quarterschvhi
we refer to as an optional deferral period, withgiutng rise to an event of default and withoutrmigting
acceleration under the terms of the capital seeardr the junior subordinated debentures. See
“Description of Capital Securities —Capital SedagtEvents of Default” on page S-27 and “Descriptib
Junior Subordinated Debentures — Events of DefBgfaults and the Rights of Capital Securities léosd
to Take Action Against Morgan Stanley” beginningmage S-46.

Morgan Stanley’s right to defer interest paymenitsemd on the earlier of the final maturity datetbe
acceleration of the junior subordinated debentfodswing an event of default.

During any optional deferral period, from the earof (i) the business day immediately following fiirst
interest payment date on which Morgan Stanley gl&cpay current interest and (ii) the business day
following the fifth anniversary of the start of thelevant optional deferral period, Morgan Stamaly be
required to comply with the alternative payment hesgsm described below. See “Description of Junior
Subordinated Debentures —Alternative Payment Mdash@rbeginning on page S-34.

After Morgan Stanley makes all interest paymenas ithhas deferred, including accrued interesthan t
deferred payments, Morgan Stanley may again deferdst payments during new deferral periods dbup
40 consecutive quarters as long as Morgan Stanlegras to the same requirements.

Upon the occurrence of certain events of insolvebaynkruptcy or reorganization regarding Morgan
Stanley, whether voluntary or involuntary, holdef€apital securities will only have a claim for,right

to receive, distributions with respect to deferirgdrest, including accrued interest on the deterre
payments, to the extent such interest (includiraywed interest on the deferred payments) relatdseto
first two years of the optional deferral periodeSBescription of Junior Subordinated Debentures —
Limitation on Claims in the Event of Morgan Stari¢eBankruptcy, Insolvency or Reorganization” on @ag
S-33.

If Morgan Stanley defers interest payments onuahéj subordinated debentures, Morgan Stanley Trust
will defer distributions on the capital securiti®uring any deferral period, distributions will domue to
accumulate on the capital securities at an anatelaf 6.60% of the liquidation amount of $25 papital
security. Also, the
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deferred distributions will accrue additional disttions, as permitted by applicable law, at anuahnate
of 6.60%,compounded quarterly.

While Morgan Stanley defers interest payments erjuhior subordinated debentures, Morgan Stanldly wi
not be permitted to:



» declare or pay any dividends or any distributionsar redeem, purchase, acquire or make a
liquidation payment on, any shares of its capital stock;

* make any payment of principal of, or interest arpium, if any, on, or repay, repurchase or
redeem debsecurities of Morgan Stanley that rank equal oiguto the junior subordinated
debentures; or

* make any guarantee payments on any guarantee toealrities of any of Morgan Stanley’s
subsidiariesf the guarantee ranks equal or junior to the jusigbordinated debentures.

See “Description of Junior Subordinated DebenturBestrictions on Certain Payments During Optional
Deferral Periods” beginning on page S-33 for caréaiceptions to this restriction.

If Morgan Stanley defers payments of interest @njtimior subordinated debentures, the capital géssir
would at that time be treated as being issued ovitfinal issue discount for United States fedemabme
tax purposes. This means that you would be reqtiréttiude accrued interest in your income fortedi
States federal income tax purposes before youweegly cash distributions. Please see “United State
Federal Income Tax Consequences” beginning on $agf&for a more complete discussion.

Alternative Payment Mechanism

Unless a market disruption event (as defined utidescription of Junior Subordinated Debentures—
Market Disruption Events” beginning on page S-4lbW¢ has occurred and is continuing, and subject to
certain conditions described below, if Morgan Stgrdefers interest on the junior subordinated deeives,
Morgan Stanley will be required, not later thartifig¢ business day immediately following the firgerest
payment date during an optional deferral periodavbith it elects to pay current interest, or (iigdrlier,

not later than the business day following the fdtimiversary of an optional deferral period, to iIse
commercially reasonable efforts to begin sellingdiifying securities” to persons that are not Meorga
Stanley’s affiliates. Morgan Stanley will be reqdrto use its commercially reasonable efforts tdinae
selling qualifying securities until it has raisedamount of net proceeds sufficient to pay the rdede
interest (including interest on the deferred paytsieim full. Morgan Stanley will not pay deferretérest
(including interest on the deferred payments) @njaimior subordinated debentures from any sourerot
than the net proceeds from the sale of qualifyeusties, unless otherwise required at the timarby
applicable regulatory authority. In addition, sagplicable regulatory authority may prevent Morgan
Stanley from selling qualifying securities or magyent Morgan Stanley from using the proceeds gf an
sales of qualifying securities to pay any defeirgdrest. We refer to this process as the “altéraat
payment mechanism.” See “Description of Junior $dinated Debentures — Alternative Payment
Mechanism” beginning on page S-34 for a more dedailescription of the alternative payment mechanism

The following securities are “qualifying securitidsr purposes of the alternative payment mechanism

« “qualifying warrants,” which are net share settfeatrants to purchase Morgan Stanley’'s common
stockthat have an exercise price greater than the dusteck market price of Morgan Stanley’s
common stoclas of their date of issuance, that Morgan Stardet entitled to redeem for cash
and that the holders sfuich warrants are not entitled to require Morgam®t to repurchase for
cash in any circumstance; and

* ‘“perpetual non-cumulative preferred stock,” as dbed below under “Description of Junior
Subordinatedebentures — Alternative Payment Mechanism”.
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Although Morgan Stanley’s failure to comply withethlternative payment mechanism during an optional
deferral period would be a breach of Morgan Stédslepligations under the junior subordinated indea

it would not constitute an event of default thememor give rise to a right to accelerate the nigtof the
junior subordinated debentures or similar remedjeutthe terms thereof. The remedies of holderbef t
junior subordinated debentures and the capitalrgiEsuwill be limited in such circumstances asatized
under “Risk Factors — You Have Limited RemediesDefaults Under the Junior Subordinated
Indenture” on page S-14. However, an event of defauder the junior subordinated indenture will ocif
Morgan Stanley fails to pay all accrued and unpatierest not later than ten years after the comemeat
of an optional deferral period. See “Events of D#fand Acceleration” below.

Morgan Stanley is not required to issue qualifyivagrants prior to the fifth anniversary of the
commencement of any optional deferral period purst@the alternative payment mechanism to thengxte
that the number of shares of Morgan Stanley comstack underlying any issuance of qualifying warsant
applied to pay such interest, together with theeshanderlying all prior issuances of qualifyingrreats
during such optional deferral period so appliedyld@xceed 2% of the total number of issued and
outstanding shares of Morgan Stanley’s common sagalf the date of Morgan Stanley’s then most rfecen
publicly available consolidated financial statensefhe “warrant issuance cap”). In addition, Morgan
Stanley may not issue perpetual non-cumulativeepred stock if the net proceeds of any issuance of
perpetual non-cumulative preferred stock applieplay interest, together with the net proceeds|girar
issuances of perpetual non-cumulative preferrecksto applied, would exceed 25% of the aggregate
liquidation amount of the issuance of the capitaiusities offered hereby (the “preferred stock ésse

cap”).

Once Morgan Stanley reaches the warrant issuamqctcany optional deferral period, Morgan Stanley
will not be required to issue more qualifying wantsaprior to the fifth anniversary of the commeneain
of such optional deferral period even if the numdfeunderlying shares referred to above subsequent!
increases because of a subsequent increase inritgen of outstanding shares of Morgan Stanley’s
common stock. The warrant issuance cap will ceasg@ply following the fifth anniversary of the
commencement of any optional deferral period, dtlpoint Morgan Stanley must pay any deferred
interest, regardless of the time at which it waeided, using the alternative payment mechanisijesti
to the preferred stock issuance cap, the sharédediped below) and any market disruption event.tRe
avoidance of doubt, if the warrant issuance capbkas reached during an optional deferral peria an
Morgan Stanley subsequently pays all deferred patsn@ncluding accrued interest thereon), the werra
issuance cap will cease to apply, and will onlylg@gain once Morgan Stanley starts a new optional
deferral period. The preferred stock issuance dd@pply so long as the junior subordinated debesgt
remain outstanding.

Morgan Stanley is not required to issue qualifyivagrants pursuant to the alternative payment mesiman
to the extent that the total number of shares ofgdo Stanley’s common stock underlying such quialify
warrants, together with all prior issuances of ifyialg warrants, exceeds 40 million shares (subject
customary anti-dilution adjustments) (the “shang’tavorgan Stanley must use commercially reasamabl
efforts to increase the share cap from time to tion@ number of shares that would allow Morgan I8tan
to satisfy its obligations with respect to the altgive payment mechanism.

Redemption of Capital Securities

Morgan Stanley Trust will redeem all of the outsliaig capital securities and common securities when
Morgan Stanley redeems the junior subordinatedmebes or repays the junior subordinated debentitres
maturity as further specified below. If Morgan Stanredeems any junior subordinated debenturegdefo
their maturity, Morgan Stanley Trust will use ttash it receives from the redemption to redeem akpit
securities and common securities.



Except as described above under “— Ranking,” thggeagate liquidation amount of capital and common
securities to be redeemed will be allocated in pridpn to their respective aggregate liquidatioroants.
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Early Redemption of Junior Subordinated Debentures

Subject to obtaining any then required regulatgmyraval, Morgan Stanley may redeem the junior
subordinated debentures before their maturity cafter October 15, 2011, in whole or in part, oe on
more occasions, at any time.

Subject to obtaining any then required regulat@yraval, Morgan Stanley may redeem the junior
subordinated debentures before October 15, 201fb|laws:

* in whole only, if adverse changes in tax or investtrcompany law described on page S-23 occur
and arecontinuing;

* inwhole or in part, upon adverse changes in thieipe or rules and regulations relating to capital
treatment of the Securities and Exchange Commigsien'SEC”) or of any applicable regulatory
body orgovernmental authority, as described under “Detonf Capital Securities—
Redemption” beginning opage S-23.

In the case of any such redemption, the junior slibated debentures will be redeemed at a redemptio
price equal to 100% of their principal amount phgsrued interest to the date of such redemption.

In addition, subject to obtaining any then requireglulatory approval, Morgan Stanley may redeem the
junior subordinated debentures at the early rediemptice (as defined in “Description of Junior
Subordinated Debentures—Optional Early Redemptimginning on page S-36) before October 15, 2011,
in whole or in part, upon a change by any natigratognized statistical rating organization witttie
meaning of Rule 15c3-1 under the Securities Exchakay of 1934, as amended (the “Exchange Act”),
that currently publishes a rating for Morgan Stanleyréing agency”) in the equity credit criteria for
securities such as the capital securities or tlienying junior subordinated debentures resulting lower
equity credit to Morgan Stanley than the equityddrassigned by such rating agency to the capital
securities or the junior subordinated debenturéseat issue date.

Replacement Capital Intention

Morgan Stanley intends that, to the extent thattptal securities provide Morgan Stanley withiggu
credit at the time of any early redemption priothie scheduled redemption date, Morgan Stanley will
repay the principal amount of the junior subordegadebentures upon such redemption with amourits tha
include net proceeds received by Morgan Stanlaw fitte sale or issuance, during the 180-day perid p
to the notice date for such redemption by Morgam®ly or subsidiaries of Morgan Stanley to thirdtpa
purchasers, other than a subsidiary of Morgan 8yaolf securities for which Morgan Stanley will edce
equity credit, at the time of sale or issuancet, ig1an the aggregate, equal to or greater tharetjuity

credit attributed to the capital securities attthre of such early redemption. The determinatiothef

equity credit of the capital securities may regulihe issuance of an amount of new securitiesrtizat be
less than the principal amount of the capital séesr depending upon, among other things, thereaif



the new securities issued and the equity credibated by a rating agency to the capital securiéied the
new securities.

Repayment of the Junior Subordinated Debentureh®®cheduled Redemption Date — Replacement
Capital Obligation

The junior subordinated debentures mature on Octbie2066. However, Morgan Stanley has agreed to
redeem the junior subordinated debentures on thedsted redemption date, but only out of net prdsee
from the sale to third party purchasers of one oranissuances of securities (“replacement secsifjtaes
described in “Description of Junior SubordinatedBrtures — Replacement Securities” beginning oe pag
S-40 below, in the amounts specified under suckia@apwhich we refer to as the “replacement capital
obligation.” Morgan Stanley will raise the net peeds described in the preceding sentence duri8§-a 1
day period ending on the notice date not more 8taand not less than 15 days prior to the scheduled
redemption date, subject to the occurrence of &ehalisruption event. If Morgan Stanley has nosedi
sufficient net proceeds to permit full redemptiontbe scheduled
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redemption date, Morgan Stanley may not otherwesieem the junior subordinated debentures and the
unpaid amount will remain outstanding from inteqgsyment date to interest payment date, and the
replacement capital obligation will continue to Bppntil (i) Morgan Stanley has raised sufficiert n
proceeds to permit repayment in full in accordanitk the replacement capital obligation, (ii) thmior
subordinated debentures are otherwise redeemetl onfthe final maturity date or (iii) upon an exvef
default resulting in acceleration. See “Descriptiddunior Subordinated Debentures — Repayment of
Principal; Replacement Capital Obligation” begirgom page S-38.

Replacement Capital Covenant

Morgan Stanley will covenant in a “replacement tapiovenant” for the benefit of a specified clags
covered debtholders, as defined under “DescrigifdReplacement Capital Covenant” on page S-50,ithat
will not, and it will cause Morgan Stanley Trustdakorgan Stanley’s subsidiaries not to, redeem,
repurchase or purchase, as applicable, the junlwrdinated debentures or the capital securitiesr @fter
the scheduled redemption date, unless (i) Morganl&f has obtained any then required regulatory
approval and (ii) subject to certain limitationsyichg a 180-day period ending on the notice datemure
than 30 and not less than 15 days prior to the afatach redemption, repurchase or purchase, as
applicable, Morgan Stanley has received net prac@ed the sale of replacement securities as défine
above in the amounts specified in the replacemegpital covenant.

The replacement capital covenant will terminaterughee earlier to occur of (i) the final maturitytdaor, if
earlier, the date on which the junior subordinatedentures are otherwise redeemed in full, (i)l on
which the holders of a majority of the principal@mt of the then outstanding covered debt agree to
terminate the replacement capital covenant, (i&§)date on which Morgan Stanley no longer has
outstanding any indebtedness eligible to qualifg@agered debt and (iv) the date on which an event o
default resulting in an acceleration occurs.

Morgan Stanley’s covenants in the replacement aapitvenant will run only to the benefit of the eosd
debtholders and not to the benefit of holders efdhpital securities and may not be enforced bytfée
initial class of covered debtholders are the haddithe junior subordinated debentures underlitieg



capital securities of Morgan Stanley Capital Tkand the holders of such capital securities. Bams to
the replacement capital covenant, the holders @ sapital securities will have the right to pursegal
proceedings directly against Morgan Stanley forahfarcement of the replacement capital covenad. S
“Description of Replacement Capital Covenant” oge&-50.

Events of Default and Acceleration

Listed below are the events of default applicabléhe junior subordinated debentures that may réasul
acceleration of such debentures:

» failure to pay deferred interest, including accruedrest on the deferred payments, no later than
30 daysafter the conclusion of 40 quarters following thetfday of any deferral period; and

« certain events of bankruptcy, insolvency and remigggion involving Morgan Stanley.

So long as Morgan Stanley Trust holds the junitwosdinated debentures, the property trustee and the
holders of the capital securities may acceleraguhior subordinated indenture with respect to sungh
event of default. See “Description of Junior Suliated Debentures — Events of Default, Defaultstaed
Rights of Capital Securities Holders to Take Actigrinst Morgan Stanley” beginning on page S-46.

Distribution of the Junior Subordinated Debentures

Subject to obtaining any then required regulatgmyraval, Morgan Stanley has the right to terminate
Morgan Stanley Trust at any time. If Morgan Stardegides to exercise its right to terminate Morgan
Stanley Trust, Morgan Stanley Trust will distribtite junior subordinated debentures on a propation
basis to holders of the capital securities andotddrs of the common securities in liquidation obiglan
Stanley Trust. However, if there occurs
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with respect to the junior subordinated debentareevent of default or a default as a result @lare to
pay any amounts due under the junior subordinagbemtures, holders of capital securities will have
priority over holders of common securities as dégch under “Ranking” above. If the junior subordeth
debentures are distributed, Morgan Stanley willitsseeasonable best efforts to list the junioradinated
debentures on the New York Stock Exchange or amgraxchange on which the capital securities ae th
listed.

Use of Proceeds

Morgan Stanley Trust will use all of the proceeasf the sale of its capital securities and its camm
securities to purchase the junior subordinated mteibes of Morgan Stanley. Morgan Stanley intendss®
the net proceeds from the sale of the junior subatdd debentures for general corporate purposes.

Listing of the Capital Securities

Morgan Stanley will apply to list the capital seities on the New York Stock Exchange for tradinghivi
30 days after they are first issued. No assuraacée given, however, that the New York Stock Erdgea



will approve the capital securities for listing. Yehould be aware that the listing of the cap#alsities
will not necessarily ensure that a liquid tradingrket will be available for the capital securit@sthat you
will be able to sell your capital securities at grece you originally paid for them.

Risk Factors

Your investment in the capital securities will imv® risks. You should carefully consider the disios of
risks that follows below in the section entitledisRFactors,” and the other information in this ggectus
supplement and the accompanying prospectus, beémiding whether an investment in the capital
securities is suitable for you.

Form of Capital Securities

The capital securities will be represented by anmare global securities that will be depositedhwehd
registered in the name of The Depository Trust Camy(“DTC") or its nominee. This means that youlwil
not receive a certificate for your capital secastand the capital securities will not be registéneyour
name. Rather, your broker or other direct or irdigarticipant of DTC will maintain your position the
capital securities.
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RISK FACTORS

An investment in the capital securities involvesienber of risks. You should carefully review the
information contained in the other sections of frisspectus supplement and the accompanying
prospectus and should particularly consider théofwing matters before purchasing any capital seiiesi

Because Morgan Stanley Trust will rely on the payimé receives on the junior subordinated debeggur
to fund all payments on the capital securities, hedause Morgan Stanley Trust may distribute theoju
subordinated debentures in exchange for the capéadlrities, you are making an investment decigiitim
regard to the junior subordinated debentures ad a®the capital securities. You should carefudlyiew
the information in this prospectus supplement dr@datccompanying prospectus about both of these
securities and the guarantee.

Holders of Morgan Stanley’s Senior Indebtedness WilGet Paid Before Morgan Stanley Trust Will
Get Paid Under the Junior Subordinated Debenturesad Before You Will Get Paid Under the
Guarantee

Morgan Stanley’s obligations under the junior sulimated debentures and the guarantee will be uresgcu
and will rank subordinate and junior in right ofypzent to all of Morgan Stanley’s current and future
senior indebtedness, liabilities and obligatiomgl(iding senior subordinated debt and certain junio
subordinated debt of Morgan Stanley and obligat@idorgan Stanley in respect of interest rateeiigm
exchange rate and commodity forward contractspaptand swaps and similar arrangements) and will be
effectively subordinated to all indebtedness ameoliabilities of Morgan Stanley’s subsidiariehieT

junior subordinated debentures and related guagamterank junior to the junior subordinated deit
Morgan Stanley underlying the Existing Morgan S¢grifrusts and guarantees by Morgan Stanley of the
capital securities issued by the Existing Morgasmigty Trusts, respectively. The junior subordinated
debentures and the guarantee may rank junior migrsi® orpari passuwith junior subordinated



debentures and guarantees underlying capital siesuid be issued in the future by trusts simitethie
Morgan Stanley Trust or other junior subordinatedusities to be issued in the future by Morgan Btan

As of May 31, 2006, there were (1) approximatelg®billion of senior indebtedness of Morgan Stanley
(including approximately $18 billion of senior irtitedness consisting of guaranteed obligationseof th
indebtedness of subsidiaries) recorded as debtangdn Stanley’s consolidated balance sheet, (2)
approximately $49 billion of senior indebtednesmrded as financial instruments sold, not yet pasel-
derivative contracts on Morgan Stanley’s consoéiddialance sheet and (3) $3,784 million of junior
subordinated indebtedness of Morgan Stanley rarde@mipr to the junior subordinated debentures.

The capital securities, the junior subordinatedetilires and the guarantee do not limit the alolity
Morgan Stanley or any of its subsidiaries to inadditional indebtedness, liabilities and obligasipn
including indebtedness, liabilities and obligatidhat rank senior to or equal with the junior suloated
debentures and the guarantee. For more informatidhe ranking of Morgan Stanley’s obligations unde
the junior subordinated debentures and the guagaseée “Description of Junior Subordinated
Debentures—Subordination” and “Description of Gaéeas—Status of the Guarantees” beginning on
pages 18 and 28 of the accompanying prospectysctdgely, and “Description of Junior Subordinated
Debentures—Subordination” on page S-31 below.

If Morgan Stanley Does Not Make Payments on the Juor Subordinated Debentures, Morgan
Stanley Trust Will Not Be Able to Pay Distributions on the Capital Securities and the Guarantee Will
Not Apply

The ability of Morgan Stanley Trust to pay disttilons on the capital securities and the liquidatamount
of $25 per capital security in a timely manner dejsesolely upon Morgan Stanley’s making the related
payments on the junior subordinated debentures whenlf Morgan Stanley defaults on its obligation
pay the principal of or interest on the junior sidioated debentures, Morgan Stanley Trust willlrente
sufficient funds to pay distributions on, or thes$Rjuidation amount per security of, the capietuities.

In that case, you will not be able to rely upon gli@rantee for payment of these amounts because the
guarantee only applies if Morgan Stanley makesteesponding payment of principal of or interast o
the junior
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subordinated debentures. Instead, you or the proprestee will have to bring a legal action agains
Morgan Stanley to enforce the property trustegjbts under the junior subordinated indenture.

See “— You May Not Be Able to Enforce Your Rightgadinst Morgan Stanley Directly If an Event of
Default Occurs; You May Have to Rely on the Prop@rustee to Enforce Your Rights” below for more
information on how to bring a legal action agaidstrgan Stanley.

The Junior Subordinated Debentures, and As a Resylthe Capital Securities, May Be Redeemed
Prior to the Final Maturity Date, Subject to the Replacement Capital Obligation and the
Replacement Capital Covenant; You May Be Taxed orhe Proceeds and You May Not Be Able to
Reinvest the Proceeds at the Same or a Higher RatéReturn



Subject to obtaining any then required regulatgmyraval, Morgan Stanley in certain circumstanceg ma
redeem the junior subordinated debentures befeientaturity.

On or after October 15, 2011, Morgan Stanley mdgeen the junior subordinated debentures at any time
providedthat, if the redemption date is on or after theesltiled redemption date, Morgan Stanley must
comply with the replacement capital covenant aedréiplacement capital obligation. Before October 15
2011, Morgan Stanley may redeem the junior subatdohdebentures if adverse changes in tax,
investment company law or the policies or rules @magiilations relating to capital treatment of tleCSor

of any applicable regulatory body or governmentetharity occur and are continuing. In the caseryf a
such redemption, the junior subordinated debentuitbe redeemed at a redemption price equal @40
of their principal amount plus accrued interesthi date of such redemption.

In addition, Morgan Stanley may redeem the junidragdinated debentures at the early redemptiom pric
(as defined in “Description of Junior SubordinaBebentures—Optional Early Redemption” beginning on
page S-36) before October 15, 2011, in whole gairt, upon a change by any rating agency in théyequ
credit criteria for securities such as the caitaurities or the underlying junior subordinateteatdgures
resulting in a lower equity credit to Morgan Startlean the equity credit assigned by such ratirepayg to
the capital securities or junior subordinated délress at their issue date.

Under current United States federal income tax kavly redemption of the capital securities woubdab
taxable event to you.

In addition, you may not be able to reinvest thenayoyou receive upon redemption at a rate thajusile
to or higher than the rate of return you receiveéhencapital securities.

See “Description of Capital Securities—Redemptiandl “—Liquidation Distribution upon Dissolution”
beginning on pages S-23 and S-26, respectively;Bascription of Junior Subordinated Debentures—
Optional Early Redemption” beginning on page Sf86more information on redemption of the junior
subordinated debentures.

Morgan Stanley’s Agreement to Redeem the Junior Sudvdinated Debentures On or After the
Scheduled Redemption Date Is Limited By the Replaceent Capital Covenant and the Replacement
Capital Obligation

Morgan Stanley’s agreement to redeem the juniooslibated debentures on or after the scheduled
redemption date is subject to the replacementaagivenant and the replacement capital obligation.

Morgan Stanley will covenant in a “replacement tagovenant” for the benefit of a specified clags
covered debtholders that it will not, and it williise Morgan Stanley Trust and Morgan Stanley’s
subsidiaries not to, redeem, repurchase or purchasgpplicable, the junior subordinated debentordise
capital securities on or after the scheduled rediemplate, unless (i) Morgan Stanley has obtaimgd a
then required regulatory approval and (ii) subfeatertain limitations, during a 180-day period iagdon
the notice date not more than 30 and not less1Batays prior to the date of such redemption, r@mase
or purchase, as applicable, Morgan Stanley hasvezteet proceeds from the sale of replacement
securities as defined above in the amounts spddifithe replacement capital covenant.
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In the replacement capital obligation, Morgan Stanlill agree to redeem the junior subordinated
debentures on the scheduled redemption date ohlyfquoceeds raised from the sale of replacement
securities in the amounts specified for such séeariSee “Description of Junior Subordinated
Debentures — Repayment of Principal; Replacemepit&abligation” and “—Replacement Securities”
beginning on pages S-38 and S-40, respectivelgwbel

If a market disruption event occurs or Morgan Stgiié unable to raise sufficient net proceeds ftiben
sale of replacement securities to permit full redtom on the scheduled redemption date, the unpaid
amount will remain outstanding until (i) Morgan Sy has raised sufficient proceeds to permit repayt
in full in accordance with the replacement captaligation, (ii) the junior subordinated debentuaes
otherwise redeemed in full on the final maturityeder (iii) an event of default resulting in an eleration
occurs. See “Description of Replacement Capitalébant” on page S-50.

Accordingly, there could be circumstances in whickould be in the interest of both you and Morgan
Stanley that some or all of the junior subordinatetlentures be redeemed, and sufficient cash isalea
for that purpose, but Morgan Stanley will be resérd from doing so because Morgan Stanley did not
obtain sufficient proceeds from the sale of replaeet securities.

If Morgan Stanley Fails to Pay All Accrued and Unpad Interest, You Will Not Be Able to Cause the
Acceleration of Payment of the Junior Subordinateddebentures Until 10 Years After the
Commencement of an Optional Deferral Period

Morgan Stanley may defer interest payments onuhi®j subordinated debentures during any periagpof
to 40 consecutive quarters, without giving risamoevent of default and a right to accelerate taturity
of the junior subordinated debentures.

You Have Limited Remedies for Defaults Under the Jaior Subordinated Indenture

Although various events may constitute defaultsauride junior subordinated indenture, a default itha
not an “event of default” will not permit the acegdtion of the principal of and interest on theigun
subordinated debentures. So long as Morgan Stdmiesg holds the junior subordinated debentures, the
property trustee and the holders of the capitalritées may accelerate the junior subordinatedritte
only with respect to the following events of defa(d) a failure by Morgan Stanley to pay deferietgrest,
including accrued interest on the deferred paymeftsr the conclusion of 40 quarters following thart
of any optional deferral period and (2) certainrggsef bankruptcy, insolvency and reorganization
involving Morgan Stanley.

Distributions on the Capital Securities Could Be Dferred; You May Have to Include Interest in
Your Taxable Income Before You Receive Cash

Morgan Stanley may defer interest payments onuthief subordinated debentures during a period dbup
40 consecutive quarters without giving rise to aent of default and without permitting acceleratiorder
the terms of the capital securities or the junidsadinated debentures. Morgan Stanley’s rightetferd
interest payments will end on the earlier of tmafimaturity date and the acceleration of the junio
subordinated debentures following an event of defAfter Morgan Stanley makes all interest paynsent
that it has deferred, including accrued interesthendeferred payments, Morgan Stanley may agdar de
interest payments during new optional deferralquisiof up to 40 consecutive quarters.

If Morgan Stanley defers interest payments onah@j subordinated debentures and Morgan Stanley
Trust defers distributions on the capital secusijti@u will have to accrue interest income as nabissue
discount for United States federal income tax ps@soon your proportionate share of the deferrentdst
on the junior subordinated debentures held by Mo&fanley Trust. As a result, you would have to
include that accrued interest in your gross incéonénited States federal income tax purposes keefou
actually receive any cash attributable to thatimeoYou will also not receive the cash distributietated



to any accrued and unpaid interest from Morgan|8&yafrust if you sell the capital securities beftre
record date for any deferred distributions, everoif held the capital securities on the date tat t
payments would normally have been paid.
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Morgan Stanley has no current intention of exengisis right to defer payments of interest on th@qgr
subordinated debentures. However, if Morgan Stagkeycises this right, the market price of the tedpi
securities may be adversely affected. If you salirycapital securities when distributions are being
deferred, you may not receive the same return eesiment as someone who continues to hold theatapit
securities. In addition, because of Morgan Stasleight to defer interest payments, the marketepoicthe
capital securities may be more volatile than theketgprices of other securities that are not sulifec
interest deferrals.

See “Description of Capital Securities—DeferraDa$tributions” beginning on page S-22, “Descriptimin
Junior Subordinated Debentures—Option to Extenerést Payment Period” on page S-32 and “United
States Federal Income Tax Consequences” on pagd@-ore information regarding the interest
payment deferral option.

Morgan Stanley’s Ability to Pay Deferred Interest Rursuant to the Alternative Payment Mechanism
Depends on a Number of Factors Beyond Morgan Stanjes Control

If Morgan Stanley has deferred interest paymenta,géin Stanley will be subject to the alternative
payment mechanism and be required not later thabubkiness day immediately following the first nets
payment date during an optional deferral periodvbith it elects to pay current interest, or, ifliesr not
later than the business day following the fifth imensary of an optional deferral period, to use its
commercially reasonable efforts to begin sellingaie qualifying securities. Morgan Stanley willtrgay
deferred interest (including interest on the deféwayments) on the junior subordinated debenfuwes
any source other than the net proceeds from tleeo$aualifying securities, unless otherwise reegliat
the time by any applicable regulatory authorityatidition, such applicable regulatory authority may
prevent Morgan Stanley from selling qualifying seties or may prevent Morgan Stanley from using the
proceeds of any sales of qualifying securitiesap @any deferred interest. Morgan Stanley is nagired to
issue qualifying securities pursuant to the altévegpayment mechanism if a market disruption ev@nt
continuing, which may occur at any time and oveicllMorgan Stanley has no control, or if certaipca
are met on the aggregate number of shares undgidualifying warrants or on the proceeds that ey b
raised by issuing perpetual non-cumulative pretesteck. See “Description of Junior Subordinated
Debentures — Alternative Payment Mechanism” begigioin page S-34.

If Any Applicable Regulatory Authority Disapproves of the Alternative Payment Mechanism,
Morgan Stanley May Be Unable to Pay Deferred Interst

If so required by any applicable regulatory auttyoai the time, Morgan Stanley would have to natifigh
regulatory authority if the alternative payment imegism is applicable. Such regulatory authority may
then be able to prevent Morgan Stanley from selijaglifying securities or may prevent Morgan Stgnle
from using the proceeds of any sales of qualifgagurities to pay any deferred interest. Accordingl
Morgan Stanley elects to defer interest and sughlagory authority disapproves either of Morgan
Stanley’s sale of qualifying securities pursuarnthi alternative payment mechanism or of Morgan
Stanley’s use of the proceeds to pay deferredasteMorgan Stanley may be unable to pay deferred



interest that otherwise would be paid. Morgan &anhay continue to defer interest in the eventuchs
regulatory authority’s disapproval of all or pafttiee alternative payment mechanism until 40 quarte
have elapsed since the beginning of the deferradgbavithout triggering an event of default and
acceleration under the junior subordinated indentur

Your Claims in Bankruptcy, Insolvency and Reorganiation to Receive Payment in Respect of
Accrued Interest May be Limited

Upon the occurrence of certain events of insolvebaynkruptcy or reorganization regarding Morgan
Stanley, whether voluntary or involuntary, holdef€apital securities will only have a claim for,right

to receive, distributions with respect to deferirgdrest, including accrued interest on the deterre
payments, to the extent such interest (includiraywed interest on the deferred payments) relatdseto

first two years of the optional deferral periodn& Morgan Stanley is permitted to defer interestpents
for up to ten years without an event of default andeleration, claims may be extinguished undeseho
circumstances in respect of interest accrued dasngrany as eight years. See “Description of Junior
Subordinated Debentures — Limitation on Claimshim Event of Morgan Stanley’s Bankruptcy, Insolvency
or Reorganization” on page S-33.
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The Holders of the Capital Securities may receive iBtribution of the Junior Subordinated
Debentures under Certain Circumstances, and the Juar Subordinated Debentures May Trade at a
Price that Is Lower than the Price You Paid for theCapital Securities

Subject to obtaining any then required regulatgmyraval, Morgan Stanley may terminate Morgan Stanle
Trust at any time. If Morgan Stanley decides toreise its right to terminate Morgan Stanley Trusbpto
the redemption or acceleration of the junior subtaigd debentures, the property trustee will diste the
junior subordinated debentures to holders of thpétalesecurities and holders of the common se@sriti
liquidation of Morgan Stanley Trust.

No one can accurately predict the market priceshfejunior subordinated debentures that may be
distributed. Accordingly, the junior subordinatesbéntures that you receive upon a distributiorther
capital securities you hold pending the distribatimay trade at a lower price than what you paid to
purchase the capital securities.

Although Morgan Stanley has agreed to use its redde best efforts to list the junior subordinated
debentures on the New York Stock Exchange or amgraxchange on which the capital securities ae th
listed, Morgan Stanley cannot assure you that e Mork Stock Exchange will approve the junior
subordinated debentures for listing or that a traaharket will exist for the junior subordinatecbeatures.

Under current United States federal income tax tae distribution of junior subordinated debenturpsn
the termination of Morgan Stanley Trust would gatlgmot be taxable to you. If, however, Morgan
Stanley Trust is characterized for United Stateeffal income tax purposes as an association tagslde
corporation at the time of the liquidation, thetdimition of the junior subordinated debentures \ddae
taxable to you.

See “Description of Capital Securities—Liquidatidistribution upon Dissolution” beginning on page S-
26 for more information.



If You Sell Your Capital Securities Before the Recal Date for a Distribution Payment, You Will
Have to Include Accrued but Unpaid Distributions in Your Taxable Income

The capital securities may trade at prices thatatdully reflect the value of accrued but unpaiterest on
the underlying junior subordinated debentures.

If you dispose of your capital securities before tbcord date for a distribution payment, you Wwéle to
treat a portion of your proceeds from the dispositis ordinary income for United States federabine
tax purposes in an amount equal to the accruedrpaid interest on your proportionate share ofuher
subordinated debentures through the date of yapodition, even though the amount you receive dor y
capital securities may not fully reflect the vahfeany accrued but unpaid interest at the timénef t
disposition.

Upon the sale of your capital securities you wet@gnize a capital loss if the amount you receivess
than your adjusted tax basis in the capital saeariNormally, you may not apply capital lossesffset
ordinary income for United States federal incomegarposes.

See “United States Federal Income Tax Consequebeggiining on page S-53 for more information.

Morgan Stanley Generally Will Control Morgan Stanley Trust Because Your Voting Rights Are
Very Limited; Your Interests May Not Be the Same asMiorgan Stanley’s Interests

As a holder of the capital securities, you will bdimited voting rights. You will be entitled to t@only
on the following matters: (1) removal of the prdpédrustee or the Delaware trustee when theredisfault
under the junior subordinated debentures or whéateh® of a majority in liquidation value of the
outstanding capital securities decide to removseeivf the trustees for cause; (2) certain modifics to
the terms of the capital securities and the guagatitat would adversely affect the rights of thieléis of
the capital securities; and (3) the exercise ofgdarStanley Trust’s rights as holder of the junior
subordinated debentures.
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Morgan Stanley and the administrators of Morgamli8taTrust, who are employees or officers of Morgan
Stanley or its affiliates, may amend the trust agrent without the consent of holders of capitaligées

as described under “Description of Capital Se@s#i-Voting Rights; Amendment of Trust Agreements”
on page 12 of the accompanying prospectus.

A more detailed description of your voting righéscontained under “Description of Capital Secusitie
Removal of Morgan Stanley Capital Trustees; Appuogtt of Successors,” “—Voting Rights; Amendment
of Trust Agreements” and “Description of Guarantedsnendments and Assignment” on pages 10, 12
and 28, respectively, of the accompanying prosgectu

You May Not Be Able to Enforce Your Rights AgainstMorgan Stanley Directly If an Event of
Default Occurs; You May Have to Rely on the Propent Trustee to Enforce Your Rights

You will not always be able to directly enforce yoights against Morgan Stanley if an event of difa
occurs.



If an event of default under the junior subordidadebentures occurs and is continuing, that evéhalao
be an event of default under the capital securitiethat case, you may have to rely on the prgpeustee,
as the holder of the junior subordinated debenftoesnforce your rights against Morgan Stanleythidi
90 days after the occurrence of an event of detander the capital securities that is actually kndwthe
property trustee, the property trustee will trartsmotice of the event of default to the holdershef capital
securities and common securities and the admitassaunless the event of default has been cured or
waived. In addition, the property trustee will fipgéach holder of the capital securities of anyigebf
default received by it with respect to the juniobsrdinated debentures. See “Description of Capital
Securities—Capital Securities Events of Defaulttibi beginning on page 10 of the accompanying
prospectus.

A majority in aggregate liquidation amount of thiders of outstanding capital securities may rentbee
Delaware trustee or property trustee upon the oenae of an event of default under the junior
subordinated debentures or for cause. In all athses, only Morgan Stanley, as the sole holddreof t
common securities of Morgan Stanley Trust, mayaeplor remove any of the trustees of Morgan Stanley
Trust.

You may bring a legal action against Morgan Stadliegctly only if an event of default under thestru
agreement has occurred and is continuing becaugemfan Stanley’s failure to pay when due inteoest
or the principal of, the junior subordinated deleas. See “Description of Junior Subordinated
Debentures— Events of Default, Defaults and thénRigf Capital Securities Holders to Take Action
Against Morgan Stanley” beginning on page S-46.

An Active Trading Market for the Capital Securities May Not Develop

Morgan Stanley will apply to list the capital seities on the New York Stock Exchange for tradinghivi
30 days after they are first issued. No assuraacéde given, however, that the New York Stock Erdgea
will approve the capital securities for listing. Yehould be aware that the listing of the cap#alsities
will not necessarily ensure that a liquid tradingrket will be available for the capital securiteshat you
will be able to sell your capital securities at titece you originally paid for them.

If a Trading Market for the Capital Securities DoesDevelop, the Market Price of the Capital
Securities Will Be Influenced by Unpredictable Faabrs

If a trading market for the capital securities ddeselop, several factors will influence the tragprice of
the capital securities, including:

e interest and yield rates in the market;
» the time remaining to the maturity of the capiedwrities; and
* Morgan Stanley’s creditworthiness.
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Some or all of these factors will influence thecprthat you will receive if you sell your capitalcsirities
prior to the maturity date.
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MORGAN STANLEY CAPITAL TRUST VII
Morgan Stanley Trust is a statutory trust formedamDelaware law by:

» the execution of a trust agreement by Morgan Syaake depositor, and the trustees of Morgan
StanleyTrust; and

» the filing of a certificate of trust with the Setagy of State of the State of Delaware.
The capital securities offered hereby will consétall of the capital securities of Morgan Stanleyst.
Morgan Stanley, or one of its affiliates, will agguall of the common securities of Morgan Starileyst,

which have an aggregate liquidation amount of $1@,0

Morgan Stanley has agreed to pay all fees and eggarlated to Morgan Stanley Trust and the offesin
the common securities and the capital securities.
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CONSOLIDATED RATIOS OF EARNINGS TO FIXED CHARGES AN D EARNINGS TO FIXED
CHARGES AND PREFERRED STOCK DIVIDENDS

The following table sets forth Morgan Stanley’s solidated ratios of earnings to fixed charges and
earnings to fixed charges and preferred stock diid for the periods indicated.

Six Months Ended Fiscal Year

May 31, May 31,
2006 2005 2005 2004 2003 2002 2001

Ratio
of
earning
S
to
fixed
charge 1.3 1.3 1.3 15 15 1.4 1.3
Ratio
of
earning
s to



fixed

charge

and

preferr

ed

stock

dividen

ds 1.3 1.3 1.3 15 15 1.4 13

For purposes of calculating the ratio of earnirgixed charges and the ratio of earnings to figkdrges
and preferred stock dividends, earnings are theaum

* income before losses from unconsolidated invesiteegie taxes, (loss)/gain on discontinued
operationscumulative effect of accounting change and fixedrghks;

» dividends on preferred securities subject to magaedemption.
For purposes of calculating both ratios, fixed gearare the sum of:
» interest cost, including interest on deposits;
» dividends on preferred securities subject to mangtaedemption; and
» that portion of rent expense estimated to be reptative of the interest factor.

The preferred stock dividend amounts representgt@arnings required to cover dividends on preterr
stock.
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DESCRIPTION OF CAPITAL SECURITIES

The following, together with “Description of Caplit8ecurities” beginning on page 8 of the accompagyi
prospectus, unless modified herein, is a descriptitthe material terms of the capital securitiésu
should also read the trust agreement, the Delav&atutory Trust Act and the Trust Indenture Actorn
of the trust agreement is on file at the Securiéied Exchange Commission (the “SEC”) as an exhbit
the registration statement pertaining to this presfus supplement and the accompanying prospectus.

Morgan Stanley Trust will issue the capital sedastunder the terms of the trust agreement. Ths tru
agreement is qualified under the Trust Indenture Abe Bank of New York will act as the propertistee
for purposes of complying with the Trust Indentdoe. The terms of the capital securities will ird#du
those stated in the trust agreement and the Delav@atutory Trust Act and those made part of thsttr
agreement by the Trust Indenture Act.

General



The capital securities will be limited to $1,0000@W00 aggregate liquidation amount outstanding, or
$1,150,000,000 aggregate liquidation amount ifuthéerwriters purchase all the additional capital
securities they are entitled to purchase pursuatfteir over-allotment option. The capital secestwill
rank equal to, and payments will be made on théalagecurities on a proportional basis with, the
common securities. However, the capital securititlsank prior to the common securities as to paytn
if there occurs with respect to the junior suboatial debentures an event of default or a defawaltrasult
of a failure to pay amounts under the junior submai:d debentures when due as described under
“Description of Capital Securities—Subordination@Gdmmon Securities” on page 9 of the accompanying
prospectus. Please note, however, that the aggrbgaidation amount of the common securities iyon
$10,000. The trust agreement does not permit Mo&janley Trust to issue any securities other than t
common securities and the capital securities ardor any indebtedness.

Morgan Stanley will register the junior subordirhtiebentures in the name of Morgan Stanley Capital
Trust VII. The property trustee will hold the junisubordinated debentures in trust for the beoétihe
holders of the capital securities and the commaunriges.

Distributions

Distributions on the capital securities will bedikat an annual rate of 6.60% of the stated lidisida
amount of $25 per capital security, payable quigrtararrears on January 15, April 15, July 15 and
October 15 of each year, beginning January 15, 200forgan Stanley Trust is dissolved and its &sse
distributed, for each capital security you own, ywe entitled to receive the liquidation amountifhh
may be paid in the form of a distribution of a léount of junior subordinated debentures) of $8S p
accumulated but unpaid distributions from the aseeMorgan Stanley Trust available for distribatio
after it has paid or made reasonable provisioratg im accordance with Section 3808(e) of the Dalaw
Statutory Trust Act, liabilities owed to its creatis. See “—Liquidation Distribution upon Dissolutid
Distributions to which holders of the capital settes are entitled and that are past due will aadate
additional distributions at an annual rate of 6.6@Rhe unpaid distributions, compounded quartérhe
term “distribution” includes any additional distutions payable unless otherwise stated.

The amount of distributions payable for any petass than a full distribution period will be comedton
the basis of a 360-day year of twelve 30-day moatttsthe actual number of days elapsed in a partial
month in that period. Distributions on the cap#ieturities will accumulate from and including thesin
recent distribution payment date to which distritws have been paid or duly provided for, or, if no
distributions have been paid or duly provided foym and including October 12, 2006 until, but extihg
the date the liquidation amount has been paid yrdade available for payment. The amount of
distributions payable for any full distribution et will be computed by dividing the rate per annioyn
four.

Distributions on the capital securities:
o will be cumulative;
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» will accumulate from and including October 12, 20th& date of initial issuance of the capital
securities; and



» will be payable quarterly in arrears on JanuaryAg&ijl 15, July 15 and October 15 of each year,
beginning January 15, 2007 and will be payablééohiolder of record, as described below.

Funds available for distribution will be limited payments received from Morgan Stanley on the junio
subordinated debentures. In particular, if Morgtamigy defers interest payments on the junior
subordinated debentures, Morgan Stanley Trustdefiér distributions on the capital securities. Ehes
interest payments and, accordingly, distributionshe capital securities, may be deferred for uto
consecutive quarters without permitting an accélamaof the junior subordinated debentures.

Payment of Distributions

Morgan Stanley Trust will pay distributions on ttepital securities to DTC, which will credit thdereant
accounts at DTC on the applicable payment date§ DorC does not then hold the capital securities,
Morgan Stanley Trust will make the payments by &heailed to the addresses of the holders as such
addresses appear on the books and records of M8tgaley Trust on the relevant record dates. Howeve
a holder of $1 million or more in aggregate liquida amount of capital securities may receive dstion
payments, other than distributions payable at ritgfury wire transfer of immediately available fund
upon written request to the property trustee,drcépacity as securities registrar under the sgitement,
not later than 15 calendar days prior to the datevoich the distribution is payable. The recordedatill

be the 15th calendar day, whether or not a busitegsbefore the relevant payment date.

Morgan Stanley Trust will pay distributions throutiie property trustee. The property trustee wilttho
amounts received from the junior subordinated dilves in the payment account for the benefit of the
holders of the capital securities and the commaunriges.

If a distribution is payable on a day that is nttuginess day, then that distribution will be paidthe next
day that is a business day, and without any interesther payment for any delay, with the samedand
effect as if made on the payment date.

A business day is a day other than (a) a Saturd&ynday, and (b) a day on which banking instingio
The City of New York, New York are authorized oquéred by law or executive order to close.

Deferral of Distributions

As long as there is no event of default under timéoy subordinated debentures, Morgan Stanleytmas t
right to defer payments of interest on the junidsardinated debentures at any time and from timerte
by extending the interest payment period for aqek(an “optional deferral period”) of up to 40
consecutive quarters, but not beyond October 166 2he final maturity date of the junior subordath
debentures, or any acceleration of the junior sdibated debentures following an event of default.

As a consequence, during an optional deferral geNorgan Stanley Trust will defer payment of the
quarterly distributions on the capital securitiese accumulated but unpaid distributions will cong to
accumulate additional distributions, as permittg@pplicable law at an annual rate of 6.60%, comped
quarterly during the optional deferral period.

During any optional deferral period, from the earbf (i) the business day immediately following fiirst
interest payment date on which Morgan Stanley slecpay current interest and (ii) the business day
following the fifth anniversary of the start of thelevant optional deferral period, Morgan Stamaly be
required to comply with the alternative payment hatsm described below. See “Description of Junior
Subordinated Debentures —Alternative Payment Mash@rbeginning on page S-34.

While Morgan Stanley defers interest payments erjuhior subordinated debentures, it will be restd,
subject to the exceptions listed in “DescriptionJohior Subordinated Debentures—Restrictions otaler
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Payments During Optional Deferral Periods” begigrm page S-33 below, from (a) declaring or paying
any dividends or any distributions on, or redeemmgchasing, acquiring or making a liquidation ipayt
on, any shares of its capital stock; (b) making payment of principal of or interest or premiumaify, on
or repaying, repurchasing or redeeming debt séesigf Morgan Stanley that rank equal or juniothii®
junior subordinated debentures; or (c) making amrgntee payments on any guarantee of debt sesuriti
of any of Morgan Stanley’s subsidiaries if the gudee ranks equal or junior to the junior subordida
debentures. See “Description of Junior SubordinBtelentures—Option to Extend Interest Payment
Period” on page S-32 for more information regardimgse restrictions.

If Morgan Stanley Trust defers making a distribntithe deferred distributions, including accumudate
additional distributions, will be paid on the dibtrtion payment date following the last day of tional
deferral period to the holders on the record datehfat distribution payment date. Upon terminatbm@an
optional deferral period and payment of all amouhus on the capital securities, Morgan Stanley etagt
to begin a new optional deferral period, subjed¢htabove conditions.

Morgan Stanley has no current intention of defgrpayments of interest by extending the interest
payment period on the junior subordinated debesture

Redemption

When Morgan Stanley repays or redeems the junioorsiinated debentures, whether at the scheduled
redemption date, the final maturity date or upatieraredemption, the property trustee will apgtet
proceeds from the repayment or redemption to redsgital securities and common securities having an
aggregate liquidation amount equal to that portibtihe principal amount of junior subordinated
debentures being repaid or redeemed. The redemmticaper security will equal the $25 liquidation
amount, plus accumulated but unpaid distributiensut excluding the redemption dapepvidedthat, in
the case of an early redemption in accordancetéhiating agency call (as defined in “Descriptidn
Junior Subordinated Debentures—Optional Early Rediem” beginning on page S-36 below), the
redemption price per security will equal the eadgiemption price (as defined in “Description of idun
Subordinated Debentures—Optional Early Redemptimginning on page S-36 below) per junior
subordinated debenture. Early redemption of thejusubordinated debentures may require regulatory
approval.

If less than all of the junior subordinated debesgiare to be repaid or redeemed, then the aggregat
liquidation amount of the capital securities anel tommon securities to be redeemed will be allacte
proportion to their respective aggregate liquidagmounts, except in the case of an event of defaal
default under the junior subordinated debenturesrasult of any failure by Morgan Stanley to pay a
amounts under the junior subordinated debenturesiwhe. Please note, however, that the aggregate
liquidation amount of the common securities is dlY,000. See “Description of Capital Securities—
Subordination of Common Securities” on page 9 efabcompanying prospectus.

Subject to obtaining any then required regulat@yraval, Morgan Stanley may redeem the junior
subordinated debentures:

« on or after October 15, 2011, in whole or in part,one or more occasions, at any time; and



» before October 15, 2011, at any time:

o within 90 days following the occurrence and condition of a tax event or an investment
company event, each as defined below, in whole, anly

o following the occurrence and continuation of a tatpry event or rating agency event,
each as defined below, in whole or in pargvidedthat, with respect to a redemption
resulting from the occurrence of a rating agenaneévMorgan Stanley will redeem the
junior subordinated debentures at the early rediemptice.
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If then required under the rules and regulationthefSEC, Morgan Stanley will obtain the prior apad
of the SEC or any applicable regulatory body orggamental authority before exercising its redemptio
rights described in this prospectus supplement@atcompanying prospectus.

A redemption of the junior subordinated debentwifiscause a mandatory redemption of the capital
securities and the common securities. See “Deganipf Junior Subordinated Debentures—Optional \Earl
Redemption” beginning on page S-36.

“Tax event” means the receipt by Morgan Stanlegirobpinion of counsel experienced in such matters,
who is not an officer or employee of Morgan Stardewny of its affiliates, to the effect that aseault of:

« any amendment to, or change, including any annalipoespective change, in the laws, or any
regulationghereunder, of the United States or any politicéidsvision thereof or taxing authority
therein affectingaxation which is effective on or after the dateti$ prospectus supplement; or

« any official or administrative pronouncement ori@ctor judicial decision interpreting or applying
suchlaws or regulations which is announced on or dfterdate of this prospectus supplement;

there is more than an insubstantial risk that:

(1) Morgan Stanley Trust is, or will be within 90 dayfsthe delivery of the opinion of counsel,
subject to United States federal income tax witpeet to income received or accrued on the
junior subordinated debentur

(2) interest payable by Morgan Stanley to Morgan Stamteist on the junior subordinated
debentures is not, or will not be within 90 daydhaf delivery of the opinion of counsel,
deductible by Morgan Stanley, in whole or in péot,United States federal income tax
purposes; or

(3) Morgan Stanley Trust is, or will be within 90 dayfsthe delivery of the opinion of counsel,
subject to more thande minimisamount of taxes, duties or other governmental ggarg

If a tax event has occurred and is continuing amtgén Stanley Trust is the holder of all the junior
subordinated debentures, Morgan Stanley will payaaiditional sums required so that distributiongton
capital securities will not be reduced by any adddl taxes, duties or other governmental charggsige



by Morgan Stanley Trust as a result of the tax ev@ee “Description of Junior Subordinated
Debentures—Additional Sums” on page S-33.

“Investment company event” means the receipt byddorStanley of an opinion of counsel experienced in
such matters, who is not an officer or employe®ofgan Stanley or any of its affiliates, to theeetfthat,

as a result of the occurrence of a change in larggulation or a written change, including any ammzed
prospective change, in interpretation or applicatiblaw or regulation by any legislative body, oou
governmental agency or regulatory authority, themore than an insubstantial risk that Morgan I8tan
Trust is or will be considered an “investment com@ahat is required to be registered under the
Investment Company Act, which change or prospeahange becomes effective or would become
effective, as the case may be, on or after theafatds prospectus supplement.

“Regulatory event” means the determination by Mar§sanley, based on the opinion of counsel
experienced in such matters, who may be an emplayrgan Stanley or any of its affiliates, thata
result of:

» any amendment to, clarification of or change (idatg any announced prospective change) in
applicablelaws or regulations or official interpretations itbef or policies with respect thereto or

« any official administrative pronouncement or judldaiecision interpreting or applying such laws
or regulations,

which amendment, clarification, change, pronounggroedecision is effective or announced on orrafte
the date of this prospectus supplement, there e than an insubstantial risk that the capital stées

will no longer constitute tier 1 capital of Morg&tanley or any holding company of which Morgan &pan
is a subsidiary for the
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purposes of the capital adequacy guidelines ociesliof the SEC or any applicable regulatory body o
governmental authority.

“Rating agency event” means the determination byddo Stanley of a change by any nationally
recognized statistical rating organization withie meaning of Rule 15¢3-1 under the Securities &xgh
Act of 1934, as amended (the “Exchange Act”), thatently publishes a rating for Morgan Stanley (a
“rating agency”) in the equity credit criteria feecurities such as the capital securities or thierying
junior subordinated debentures

resulting in a lower equity credit to Morgan Stantlean the equity credit assigned by such ratirepayg to
the capital securities or the junior subordinatedehtures on the date of this prospectus supplement

Redemption Procedures

Morgan Stanley Trust may redeem capital securitidg in an amount equal to the funds it has on hand
and legally available to pay the redemption price.



The property trustee will mail written notice oethedemption of the capital securities to the tegésl
holders at least 15 but not more than 30 days befar date fixed for redemption. If Morgan Stanfeyst
gives a notice of redemption, then, by 12:00 ndgw York City time, on the date of redemption hiét
funds are available for payment, the property gastill, for capital securities held in book-entoym:

» irrevocably deposit with DTC funds sufficient toypthe applicable redemption price; and

» give DTC irrevocable instructions and authoritypty the redemption price to the holders of the
capitalsecurities.

With respect to capital securities not held in beokry form, if funds are available for paymeng th
property trustee will:

» irrevocably deposit with the paying agent funddisignt to pay the applicable redemption price;
and

» give the paying agent irrevocable instructions antthority to pay the redemption price to the
holders ofcapital securities upon surrender of their cedtiés evidencing the capital securities.

Notwithstanding the above, distributions payableooprior to the date of redemption for any capital
securities called for redemption will be payablé¢he holders of the capital securities on the hvecord
dates.

Once notice of redemption is given and funds aposiéed, then all rights of the holders of the talpi
securities called for redemption will terminatecept the right to receive the redemption price Vathout
any interest or other payment for any delay inirgog it. If notice of redemption is given and fund
deposited as required, the capital securities Wikicease to be outstanding.

If any date fixed for redemption is not a busingag, then payment of the redemption price will ke
on the next day that is a business day, withoutisteyest or other payment for the delay.

If payment of the redemption price for the capstaturities called for redemption is improperly vaiehd or
refused and not paid either by Morgan Stanley Tousty Morgan Stanley under the guarantee, then
distributions on those capital securities will dooe to accumulate at the then applicable ratey faod
including the date of redemption to but excluding tate of actual payment. In this case, the actual
payment date will be the date fixed for redempfimmpurposes of calculating the redemption price.

Subject to the above and applicable law, includimied States federal securities laws, Morgan &taaf
its affiliates may at any time and from time to ¢ipurchase outstanding capital securities by tenuéne
open market or by private agreement, and may reapltal securities.

If less than all the capital securities and commecurities are redeemed, then the aggregate liipida
amount of the capital securities and the commour#ess to be redeemed normally will be allocated i
proportion to their
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respective aggregate liquidation amounts. Howef/drere has occurred with respect to the junior
subordinated debentures an event of default ofautie@s a result of any failure by Morgan Staritepay
any amounts under the junior subordinated debentuhen due, holders of the capital securities lvall
paid in full before any payments are made to haldéthe common securities. See “Description ofitahp
Securities—Subordination of Common Securities” age9 of the accompanying prospectus for a more
complete discussion. Please note, however, thaigheegate liquidation amount of the common sdesrit
is only $10,000. The property trustee will seldéw particular capital securities to be redeemethepro
rata basis described above not more than 30 days toritve date of redemption by any method the
property trustee deems fair and appropriate dhgfcapital securities are then held in book-efatry, in
accordance with DTC'’s customary procedures.

Liquidation Distribution upon Dissolution

The amount payable on the capital securities iretremt of any liquidation of Morgan Stanley Trusthe
liquidation amount of $25 per capital security pacsumulated but unpaid distributions, subjecteitain
exceptions, which may be paid in the form of arthistion of junior subordinated debentures.

Morgan Stanley may at any time dissolve Morgan I8tafirust, subject to obtaining any then required
regulatory approval. If Morgan Stanley Trust disssl and it has paid or made reasonable provisipayp
in accordance with Section 3808(e) of the Delav@&tetutory Trust Act, the liabilities owed to iteditors,
the junior subordinated debentures may be disetbtt the holders of the capital securities andmaom
securities.

The trust agreement states that Morgan Stanleyt Willglissolve automatically on October 15, 2066,
earlier upon:

(1) the bankruptcy, dissolution or liquidation of Morg&tanley;

(2) written direction by Morgan Stanley to the propdrtystee to dissolve Morgan Stanley Trust
and distribute junior subordinated debentures édiitiders of the capital securities, which
direction, subject to the foregoing restrictiorsspptional and wholly within the discretion of
Morgan Stanley;

(3) the redemption of all the capital securities inreeetion with the redemption of all the junior
subordinated debentures or the maturity of theojusiibordinated debentures; or

(4) the entry of an order for the dissolution of Mordatanley Trust by a court of competent
jurisdiction

If Morgan Stanley Trust dissolves as describedanses (1), (2) or (4) above, after Morgan Staille)st
pays all amounts owed to creditors, holders otctygtal securities and the common securities wll b
entitled to receive:

» junior subordinated debentures having a principedant equal to the liquidation amount of the
capitalsecurities and the common securities of the hojaersf this is not practical,

» acash amount equal to, in the case of holderamifad securities, the aggregate liquidation
amount plusaccumulated but unpaid distributions to but exsigdhe date of payment.

If Morgan Stanley Trust cannot pay the full amoduné on the capital securities and the common gexsuri
because it has insufficient assets for payment, tie amounts Morgan Stanley Trust owes on thealapi
securities will be proportionately allocated. Thders of the common securities will be entitledeoeive
distributions upon any liquidation on a pro rataibavith the holders of the capital securities,egtchat if



there occurs with respect to the junior subordishaebentures an event of default or a defaultrasalt of

a failure by Morgan Stanley to pay any amountespect of the junior subordinated debentures when d
Morgan Stanley Trust will pay the total amounts daghe capital securities before making any
distribution on the common securities. See “Desianpof Capital Securities—Subordination of Common
Securities” on page 9 of the accompanying prosgectu

After the liquidation date is fixed for any distuifion of junior subordinated debentures, upon dig&Em
of Morgan Stanley Trust:
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» the capital securities and the common securitilswilonger be deemed to be outstanding;

« DTC or its nominee, as the registered holder oftabpecurities, will receive a registered global
certificateor certificates representing the junior subordidatebentures to be delivered upon
distribution with respedo capital securities held by DTC or its nomineg] a

» any certificates representing capital securitigshetd by DTC or its nominee will be deemed to
represenfunior subordinated debentures having an aggregateipal amount equal to the
liquidation amount of the capital securities, aeating accrued but unpaid interest equal to
accumulated but unpaid distributions on the capiabrities, until the holder of those certificates
presents them to the securities registrar for #pétal securities for transfer or reissuance.

Capital Securities Events of Default

See “Description of Capital Securities—Capital Siims Events of Default; Notice” beginning on pakfe
of the accompanying prospectus for a descriptioevehts that constitute an event of default uriger t
trust agreement.

An event of default under the junior subordinatedeinture entitles the property trustee, as soldehalf

the junior subordinated debentures, and the holufetse capital securities to declare the junior
subordinated debentures due and payable undeurtue pubordinated indenture. The only events of
default under the junior subordinated indenture(iglorgan Stanley’s failure to pay deferred i,
including accrued interest on the deferred paymewtsater than 30 days after the conclusion of 40
quarters following the first day of any deferratipd and (ii) the occurrence of certain events of
bankruptcy, insolvency and reorganization involviigrgan Stanley. For a more complete description of
remedies available upon the occurrence of an edfegrgfault with respect to the junior subordinated
debentures, see “Description of the Junior Subatdioh Debentures—Events of Default, Defaults and the
Rights of Capital Securities Holders to Take Actigainst Morgan Stanley” beginning on page S-46, as
well as “Description of the Junior Subordinated Brefores—Events of Default and Defaults” on page 19
of the accompanying prospectus.

Voting Rights

Except as described under “Description of the Guaes—Amendments and Assignments” and
“Description of the Junior Subordinated Debenturdéedification of Indentures” on pages 28 and 23,
respectively, of the accompanying prospectus, atlerwise required by law or the trust agreemanan
owner of capital securities, you will be entitledviote only on the following matters:



* removal of the property trustee or the Delawarstée:
o when there is a default under the junior suboréithaebentures;

o when holders of a majority in liquidation valuetbé outstanding capital securities
decide to remove either of the trustees for cause.

« certain modifications to the terms of the capitagities and the guarantee that would adversely
affect the rights of the holders of the capitalsiies; and

» the exercise of Morgan Stanley Trust's rights dsléroof the junior subordinated debentures.
The Capital Securities Will Initially Be Issued inBook-Entry Form and Held Through DTC
DTC will act as securities depositary for the calpéecurities. Morgan Stanley Trust will issue onenore
fully registered global securities certificateghie name of DTC’s nominee, Cede & Co. These ceatifis
will represent the total aggregate number of chp#taurities. Morgan Stanley Trust will depositsbe

certificates with DTC or a custodian appointed By Morgan Stanley Trust will not issue certificate
you for the capital securities that you purchaségess DTC'’s services are discontinued as deschbbxiv.
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Book-entry interests in the securities may be fiansd within DTC in accordance with procedures
established for this purpose by DTC. Each persomimgva beneficial interest in the capital secusitieust
rely on the procedures of DTC and the participardugh which such person owns its interest to éserc
its rights as a holder of the capital securities.

DTC has provided Morgan Stanley Trust and Morgamisly with the following information: DTC is a
limited-purpose trust company organized under the Nork Banking Law, a member of the Federal
Reserve System,“alearing corporation” within the meaning of thew& ork Uniform Commercial Code
and a “clearing agency” registered under the prongsof Section 17A of the Exchange Act. DTC holds
securities that its participants (“Direct Partigipsl) deposit with DTC. DTC also facilitates thatksment
among Direct Participants of securities transastiench as transfers and pledges, in depositeditsesu
through electronic computerized book-entry changd3irect Participants’ accounts, thereby elimingti
the need for physical movement of securities geati€s. Direct Participants include securities breland
dealers, banks, trust companies, clearing cormorsitiand certain other organizations. DTC is owned
number of its Direct Participants and by the Newkv8tock Exchange, Inc., the American Stock
Exchange LLC, and the National Association of SiiesrDealers, Inc. Access to the DTC system i als
available to others such as securities brokerdeaters, banks and trust companies that clearghrou
maintain a custodial relationship with a DirecttiRgpant, either directly or indirectly (“Indirect
Participants”). The rules applicable to DTC anddisect and Indirect Participants are on file wiitle SEC.

When you purchase capital securities within the By&tem, the purchase must be made by or through a
Direct Participant. The Direct Participant will ed¢e a credit for the capital securities on DT@&sards.
You, as the actual owner of the capital securities,the “beneficial owner.” Your beneficial ownteis
interest will be recorded on the Direct and Indifearticipants’ records, but DTC will have no knedge

of your individual ownership. DTC's records reflegtly the identity of the Direct Participants to age
accounts capital securities are credited.



You will not receive written confirmation from DT@f your purchase. The Direct or Indirect Particiggan
through whom you purchased the capital securitiesilsl send you written confirmations providing dista
of your transactions, as well as periodic statesiefiyyour holdings. The Direct and Indirect Pag#its
are responsible for keeping accurate account dfidtdings of their customers like you.

Transfers of ownership interests held through Dieexl Indirect Participants will be accomplished by
entries on the books of Direct and Indirect Pgrtais acting on behalf of the beneficial owners.

The laws of some states may require that speqifiedhasers of securities take physical deliverthef
capital securities in definitive form. These lawaymmpair the ability to transfer beneficial intstin the
global certificates representing the capital s¢i@si

Conveyance of notices and other communications ©g B Direct Participants, by Direct Participarus t
Indirect Participants, and by Direct Participantd éndirect Participants to beneficial owners Wil
governed by arrangements among them, subject tstatitory or regulatory requirements as may be in
effect from time to time.

Morgan Stanley Trust and Morgan Stanley understiaat] under DTC's existing practices, in the event
that Morgan Stanley Trust or Morgan Stanley recgiasly action of holders, or an owner of a bendficia
interest in a global security such as you deso@ake any action which a holder is entitled taetakder
the trust agreement or the junior subordinated iteipes, DTC would authorize the Direct Participants
holding the relevant beneficial interests to takehsaction, and those Direct Participants and adiréct
Participants would authorize beneficial owners awrthrough those Direct and Indirect Participaats t
take such action or would otherwise act upon tegetions of beneficial owners owning through them

The property trustee, on behalf of Morgan Stanleyst, will send redemption notices to Cede & Cdesls
than all of the capital securities are being redsstr®TC will reduce each Direct Participant’s holgh of
capital securities in accordance with its proceslure

In those instances where a vote is required, nedi€ nor Cede & Co. itself will consent or votethvi
respect to capital securities. Under its usual gaaces, DTC would mail an omnibus proxy to Morgan
Stanley Trust as
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soon as possible after the record date. The ompitoxg/ assigns Cede & Co.’s consenting or votights
to those Direct Participants to whose account#pétal securities are credited on the record deltégh
are identified in a listing attached to the omnipusxy.

The property trustee, on behalf of Morgan Stanleyst, will make distributions on the capital seties
directly to DTC. DTC'’s practice is to credit paifiants’ accounts on the relevant payment date in
accordance with their respective holdings showb®&’s records unless DTC has reason to believeithat
will not receive payment on that payment date.

Payments by Direct and Indirect Participants togffieial owners such as you will be governed by ditag
instructions and customary practices, as is the wéth securities held for the accounts of custenier
bearer form or registered in “street name.” Thesgrents will be the responsibility of the partigipand



not of DTC, Morgan Stanley, Morgan Stanley Truisg trustees, the paying agent or any other agent of
Morgan Stanley or Morgan Stanley Trust.

DTC may discontinue providing its services as séegrdepositary with respect to the capital semsiat
any time by giving reasonable notice to Morgan Bafirust. Additionally, Morgan Stanley may decide
discontinue the book-entry only system of transfeéth respect to the capital securities. In thatrgy
Morgan Stanley Trust will print and deliver certdies in fully registered form for the capital sétes. If
DTC notifies Morgan Stanley Trust that it is uniitl to continue as securities depositary, orig iinable
to continue or ceases to be a clearing agencyteegtsunder the Exchange Act and a successor dapgosi
is not appointed by Morgan Stanley Trust withinetindays after receiving such notice or becomingraw
that DTC is no longer so registered, Morgan Stailesst will issue the capital securities in defivétform,
at its expense, upon registration of transfer pfn@xchange for, such global security.

According to DTC, the foregoing information withspeect to DTC has been provided to the financial
community for informational purposes only and i$ imbended to serve as a representation, warranty o
contract modification of any kind.

Morgan Stanley Trust and Morgan Stanley obtainedriformation in this section concerning DTC and
DTC'’s book-entry system from sources that Morgaanity Trust and Morgan Stanley believe to be
reliable, but take no responsibility for the acoyraf the information. DTC may change or discontirtiie
foregoing procedures at any time.
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DESCRIPTION OF JUNIOR SUBORDINATED DEBENTURES

The following, together with the description apphite to junior subordinated debentures under
“Description of Junior Subordinated Debentures” liging on page 16 of the accompanying prospectus,
unless modified herein, describes material ternth®funior subordinated debentures. You should als
read the Junior Subordinated Indenture, to be daedf October 12, 2006, between Morgan Stanley and
The Bank of New York, as indenture trustee (theijusubordinated indenture”), and the Trust Inderet
Act. A form of the junior subordinated indenturegidjnated as “Series X Junior Subordinated Indesijur

is on file at the SEC as an exhibit to the regittrastatement pertaining to this prospectus supglet and
the accompanying prospectus.

Under circumstances involving the dissolution ofriyem Stanley Trust, Morgan Stanley Trust may
distribute the junior subordinated debentures ¢ohtblders of the capital securities and the common
securities in liquidation of Morgan Stanley TruSee “Description of Capital Securities—Liquidation
Distribution upon Dissolution” beginning on page&-If the junior subordinated debentures are
distributed to the holders of capital securitiegrlyan Stanley will use its reasonable best eftortsave
the junior subordinated debentures listed on the Merk Stock Exchange or with another organization
which the capital securities are then listed.

General

The junior subordinated debentures are unsecunbdrdinated obligations of Morgan Stanley. The guni
subordinated debentures to be acquired by Morgam &t Trust will be limited in aggregate principal
amount to $1,000,010,000, or $1,150,010,000 agtgggancipal amount if the underwriters purchade al



the additional capital securities they are entitiedurchase pursuant to their over-allotment optithe
amount will be limited to the sum of:

» the aggregate stated liquidation amount of thetabpécurities issued by Morgan Stanley Trust;
and

« the amount of capital contributed by Morgan Stamtelorgan Stanley Trust in exchange for the
commonsecurities.

The junior subordinated debentures and the guaramitebe unsecured and will rank subordinate and
junior in right of payment to all of Morgan Stanlegurrent and future senior indebtedness (as eéfin
below). The junior subordinated debentures wileHectively subordinated to all indebtedness ameot
liabilities of Morgan Stanley’s subsidiaries. Thaijor subordinated debentures and related guaranliee
rank junior to the junior subordinated debt of MamgStanley underlying the existing capital secesitf
Morgan Stanley Capital Trust Il, Morgan Stanley Taprrust 11, Morgan Stanley Capital Trust IV,
Morgan Stanley Capital Trust V and Morgan Stanlapi@l Trust VI (collectively, the “Existing Morgan
Stanley Trusts”) and guarantees by Morgan Starfiélyeocapital securities issued by the Existing §tor
Stanley Trusts, respectively. The junior subordidatebentures and the guarantee may rank junior to,
senior to opari passuwwith junior subordinated debentures and guaraniaderlying capital securities to
be issued in the future by trusts similar to therém Stanley Trust or other junior subordinatedisdes
to be issued in the future by Morgan Stanley. Rorimation on the subordination of the junior
subordinated debentures, see “— Subordination"ages-31 and “Description of Junior Subordinated
Debentures” beginning on page 16 of the accomparpfiospectus.

The entire principal amount of the junior subordétbdebentures will mature and become due and fEgyab
with any accrued and unpaid interest thereon, dolieéc 15, 2066 (the “final maturity date”). Howeyer
Morgan Stanley has agreed to redeem the juniorrdirtied debentures on January 15, 2046 (the
“scheduled redemption date”) subject to certaindat@ms described in “Repayment of Principal” and
“Description of Replacement Capital Covenant” below

The provisions of the junior subordinated indentdescribed in the accompanying prospectus relabing
discharge, defeasance and covenant defeasanc®wdpply to the junior subordinated debentures. Se
“Description of Junior Subordinated Debentures—B#&ge, Defeasance and Covenant Defeasance”
beginning on page 22 of the accompanying prospectus
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Interest

The junior subordinated debentures will bear irgea¢ an annual rate of 6.60%. Interest on thejuni
subordinated debentures will accrue from and irinlythe most recent interest payment date to which
interest has been paid or duly provided for, ongfinterest has been paid or duly provided famfiand
including October 12, 2006 until, but excludingg ttate the principal has been paid or duly madizdola
for payment. Interest is payable quarterly in as@m Januaryl5, April 15, Julyl5 and October 18aath
year, beginning Januaryl15, 2007.

Interest payments not paid on the applicable istggayment date will bear additional interest, asnjtted
by applicable law, at the rate per annum of 6.688mpounded quarterly. Morgan Stanley will pay iaggr



on the junior subordinated debentures to holdethesappear on the books and records of the psoper
trustee on the relevant record date. The recomlwitbe 15 calendar days, whether or not a bissiray,
before the relevant payment date.

The amount of interest payable for any period tkas a full interest period will be computed on Hasis
of a 360 day year of twelve 30 day months and tteah days elapsed in a partial month in that peride
amount of interest payable for any full interesti@e will be computed by dividing the rate per anmay
four.

If any date on which interest is payable on thégusubordinated debentures is not a businesstey,
payment of the interest payable on that date \giliMade on the next succeeding day that is a bssitess
without any interest or other payment in respecdhefdelay, with the same force and effect as dlenan
the date that payment was originally payable. Enmt‘interest” as used in this prospectus supplemed
the accompanying prospectus includes quarterlyeatgpayments, interest on quarterly interest payse
not paid on the applicable interest payment datepounded interest and additional sums, as apjdicab

The interest payment provisions for the junior sdbated debentures correspond to the distribution
provisions for the capital securities. See “Degsmipof Capital Securities—Distributions” beginning
page S-21.

Subordination

Holders of the junior subordinated debentures shmdognize that contractual provisions in theguni
subordinated indenture may prohibit Morgan Stafilesn making payments on these securities. The junio
subordinated debentures are subordinate and jumiaght of payment, to the extent and in the manne
stated in the junior subordinated indenture anguh®r subordinated debentures, to all of Morgan
Stanley’s senior indebtedness and certain junidehitedness.

For purposes of the junior subordinated debenttsesjor indebtedness” includes (i) obligationsaf,
guaranteed or assumed by, Morgan Stanley for badawoney or evidenced by bonds, debentures, notes
or similar instruments, including obligations withspect to securities issued under Morgan Stanley's
senior indentures or senior subordinated indentared amendments, renewals, extensions, modifitatio
and refundings of any of that indebtedness or agetobligations, (ii) capitalized lease obligatiohs
Morgan Stanley, (iii) obligations of Morgan Stanisgued or assumed as the deferred purchase frice o
property, (iv) obligations, contingent or otherwisé Morgan Stanley in respect of any letters efr,
bankers acceptance, security purchase facilitistnafar credit transactions, (v) obligations of idan
Stanley in respect of interest rate, foreign exgearate and commodity forward contracts, optiorts an
swaps and similar arrangements, (vi) the junioosdibated debt of Morgan Stanley underlying the
existing capital securities of the Existing Mordgatanley Trusts and guarantees by Morgan Stanléyeof
capital securities issued by the Existing Morgaanf&ty Trusts, respectively and (vii) all obligatsoof the
type referred to in clauses (i) through (vi) ofatipersons which Morgan Stanley has guarantees or i
responsible or liable for as obligor or otherwiske junior subordinated debentures may rank juieior
senior to opari passwwith junior subordinated debentures and guarantedsrlying capital securities to
be issued in the future by trusts similar to ther§ém Stanley Trust or other junior subordinatedistes

to be issued in the future by Morgan Stanley.
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Option to Extend Interest Payment Period

As long as no event of default has occurred urttejunior subordinated indenture, Morgan Stanleyy ha
the right, at any time and from time to time, tdeslg@payments of interest for a period (an “optiodeferral
period”) of up to 40 consecutive quarters withowtrgy right to an event of default and without péting
acceleration under the terms of the capital seeardr the junior subordinated debentures. Morgan
Stanley’s right to defer interest payments will emdthe earlier of the final maturity date of theipr
subordinated debentures or the acceleration gfithier subordinated debentures following an evént o
default. During an optional deferral period, intreill continue to accrue and holders of junior
subordinated debentures, or holders of capitalrgesuwhile outstanding, will be required to aceru
interest income as original issue discount for ebhiStates federal income tax purposes. See “USiiztes
Federal Income Tax Consequences” beginning on $&gfe for further information on United States
federal income tax consequences. On the intergstguat date following the last day of any optional
deferral period, Morgan Stanley will pay all intstr¢hen accrued and unpaid, together with additiona
interest on the accrued and unpaid interest asifpednby law (“compounded interest”) compounded
quarterly, at the annual rate of 6.60%, plus ardjitemhal sums, as described below.

During an optional deferral period, Morgan Starikegubject to restrictions described below under
“Restrictions on Certain Payments During Optionefddral Periods” and from the earlier of (i) the
business day immediately following the first intgrpayment date on which Morgan Stanley electato p
current interest and (ii) the business day follaydine fifth anniversary of the start of the relevaptional
deferral period, Morgan Stanley will be requirecctonply with the alternative payment mechanism
described below under “— Alternative Payment Medsiar

Before termination of any optional deferral peridthrgan Stanley may further defer the payments of
interest. However, no optional deferral period)uding all previous and further deferrals, may extd0
consecutive quarters or extend beyond the finalrigtdate of the junior subordinated debenturkany
junior subordinated debentures are called for readiem before the end of an optional deferral pertbée
optional deferral period will end on that redemptaate or an earlier date as determined by Morgan

Stanley, subject to Morgan Stanley’s compliancéhie alternative payment mechanism.

After the termination of any optional deferral petiand the payment of all amounts due, Morgan &yanl
may begin a new optional deferral period, subjet¢he same limitations as described above. There is
limitation on the number of times Morgan Stanleyreect to begin an optional deferral period.

If an event of bankruptcy, insolvency or reorgatic@ainvolving Morgan Stanley resulting in acceléra
of the junior subordinated debentures occurs poidhe end of an optional deferral period, Morgan
Stanley’s obligation to pay deferred interest mayhncelled in part as described in “—Limitation on
Claims in the Event of Morgan Stanley’s Bankruptcoygolvency or Reorganization” below.

If the property trustee is the sole holder of tagr subordinated debentures, Morgan Stanleygiit the
property trustee and the Delaware trustee writtgita of its selection of an optional deferral pdrno
more than 15 business days before the next suceddie on which the distributions on the capital
securities are payable. The property trustee witt gotice of Morgan Stanley’s selection of an opél
deferral period to the holders of the capital sitiest

If the property trustee is not the sole holderisarot itself the holder, of the junior subordirdatiebentures,
Morgan Stanley will give the holders of the jungabordinated debentures and the property trustitemvr
notice of its selection of an optional deferralipérat least 10 business days before the earlier of

» the next interest payment date; and

» the date Morgan Stanley is required to give natickolders of the junior subordinated debentures
of therecord or payment date for the related interesiresny.



Morgan Stanley has no present intention of exargigs right to defer payments of interest by eging
the interest payment period on the junior subotethaebentures.
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Limitation on Claims in the Event of Morgan Stanleys Bankruptcy, Insolvency or Reorganization

The junior subordinated indenture provides thavlddr of junior subordinated debentures, by thédds
acceptance of the junior subordinated debentugesea that in certain events of Morgan Stanley’s
bankruptcy, insolvency or reorganization priortie tedemption or repayment of its junior suboraidat
debentures, that holder of junior subordinated delyes will only have a claim for, or right to réos
distributions with respect to deferred interest|uding accrued interest on the deferred payménthe
extent such interest (including accrued interestherdeferred payments) relates to the first twaryef
the optional deferral period.

Additional Sums

If, at any time while the property trustee is tlodder of the junior subordinated debentures, Morgan
Stanley Trust is required to pay any additionaktduties or other governmental charges as & afsail
tax event, Morgan Stanley will pay as addition&kiast on the junior subordinated debentures any
additional amounts (“additional sums”) that areuieed so that the distributions paid by Morgan &wgn
Trust will not be reduced as a result of any okthtaxes, duties or governmental charges.

Restrictions on Certain Payments During Optional Déerral Periods
Morgan Stanley will not:

» declare or pay any dividends or any distributionsar redeem, purchase, acquire or make a
liquidation payment on, any shares of its capital stock;

* make any payment of principal of, or interest arpium, if any, on, or repay, repurchase or
redeem debsecurities of Morgan Stanley that rank equal orguto the junior subordinated
debentures; or

* make any guarantee payments on any guarantee toelalrities of any of Morgan Stanley’s
subsidiariesf the guarantee ranks equal or junior to the jusigbordinated debentures,

if at such time Morgan Stanley has given noticésoélection of an optional deferral period and has
rescinded this notice, or the optional deferralqukror any extension thereof, is continuing.

The restrictions listed above do not apply to:

* repurchases, redemptions or other acquisitionbares of capital stock of Morgan Stanley in
connectionwith (1) any employment contract, benefit plan thvew similar arrangement with or
for the benefit of anpne or more employees, officers, directors or chasts, (2) a dividend
reinvestment or stockholder stopkrchase plan, or (3) the issuance of capital sbbdkorgan



Stanley, or securities convertible intoextercisable for such capital stock, as considerati@an
acquisition transaction entered into prior to tipional deferral period;

an exchange, redemption, reclassification or caioerof any class or series of Morgan Stanley’s
capitalstock, or any capital stock of a subsidiary of Morgtanley, for any class or series of
Morgan Stanley'sapital stock ,or of any class or series of Mor§#mley’s indebtedness for any
class or series of MorgaBtanley’s capital stock;

the purchase of fractional interests in shares ofgdn Stanley’s capital stock under the
conversion oexchange provisions of the capital stock or th&isgcbeing converted or
exchanged;

any declaration of a dividend in connection witly atockholders’ rights plan, or the issuance of
rights, stock or other property under any stockholderditsglan, or the redemption or repurchase
of rights pursuant to the plan;
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any dividend in the form of stock, warrants, optiamn other rights where the dividend stock or the
stockissuable upon exercise of such warrants, optiomshar rights is the same stock as that on
which thedividend is being paid or ranks equal or juniotttat stock;

payments by Morgan Stanley under the guarantaeeofdpital securities; or

the ability of Morgan Stanley & Co. Incorporated,amy of Morgan Stanley’s other affiliates, to
engage irany market-making transactions in Morgan Stanlegisital stock in the ordinary
course of business.

If any optional deferral period lasts longer thare gear, unless required to do so by any applicable
regulatory authority and subject to the exceptimted in the preceding paragraph, Morgan Stanldy w
covenant not to repurchase any of its common dtmcé one-year period following the payment of all
deferred interest on the junior subordinated dalrestpursuant to the alternative payment mechanism
described in “— Alternative Payment Mechanism” belo

In addition, as long as Morgan Stanley Trust halalg of the junior subordinated debentures, Morgan
Stanley agrees:

to continue to hold, directly or indirectly, 100%tbe common securities of Morgan Stanley Trust,
providedthat certain successors that are permitted unéquttior subordinated indenture may
succeed tdMorgan Stanley’s ownership of the common securities

as holder of the common securities, not to volilytdissolve, windup or liquidate Morgan
Stanley Trustpther than (1) as part of the distribution of theipr subordinated debentures to the
holders of the capitaecurities in accordance with the terms of thetaapecurities or (2) as part
of a merger, consolidation amalgamation which is permitted under the truseegrent; and



» to use its reasonable efforts, consistent withtéhms and provisions of the trust agreement, to
causeMorgan Stanley Trust to continue not to be taxalsl@ corporation for United States federal
income taxpurposes.

Alternative Payment Mechanism

Subject to certain conditions described immedidbelpw and the exclusion described in “Market
Disruption Events” below, if Morgan Stanley deferterest on the junior subordinated debentures gisiior
Stanley will be required, not later than (i) thesimess day immediately following the first interpayment
date during an optional deferral period on whicélécts to pay current interest, or (i) if earlieot later
than the business day following the fifth anniveysa an optional deferral period, to use its comeiegly
reasonable efforts to begin selling to personsdhanot Morgan Stanley affiliates “qualifying saties”
(as defined below). Morgan Stanley will be requineith respect to any subsequent interest paymeset d
during an optional deferral period until the de¢erinterest has been paid in full, to use its cororaly
reasonable efforts to sell qualifying securitieilunhas raised an amount of net proceeds tbhagther
with the net proceeds of any sales of qualifyingusiies within the 180 days preceding such interes
payment date, is sufficient to pay the deferredriggt (including interest on the deferred paymemmnsjuch
interest payment datprovidedthat, if, due to a market disruption event or othige, Morgan Stanley is
able to raise some, but not all, net proceeds ftasale of qualifying securities necessary toglhy
deferred interest (including interest on the def@payments) on any interest payment date, Morgan
Stanley will apply any such available net procemulsuch interest payment date to pay accrued goadin
installments of interest in chronological order.fgan Stanley will not pay deferred interest (inahgd
interest on the deferred payments) on the juniboslinated debentures from any source other theiné¢h
proceeds from the sale of qualifying securitiedes® otherwise required at the time by any appléecab
regulatory authority. In addition, such applicat#gulatory authority may prevent Morgan Stanleyrfro
selling qualifying securities or may prevent Mordatanley from using the proceeds of any sales of
qualifying securities to pay any deferred inter@ée refer to this method of funding the payment of
accrued and unpaid interest as the “alternativengay mechanism.”

“Qualifying securities” means
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» *“gualifying warrants,” which are net share setttegtrants to purchase Morgan Stanley’'s common
stockthat have an exercise price greater than the dusteck market price of Morgan Stanley’s
common stoclas of their date of issuance, that Morgan Stardeyot entitled to redeem for cash
and that the holders sfich warrants are not entitled to require Morgami8y to repurchase for
cash in any circumstance; and

» ‘“perpetual non-cumulative preferred stock,” whichans non-cumulative perpetual preferred
stock that iseither non-callable or callable with a legally bimglreplacement covenant or callable
with a replacementapital intention and a mandatory trigger provigias such terms are defined
below under “—Replacement Securities”).

Although Morgan Stanley’s failure to comply witls ibbligations with respect to the alternative payme
mechanism would be a breach of Morgan Stanley'iatibns under the junior subordinated indenture, i
would not constitute an event of default thereuradagive rise to a right to accelerate the matwftthe
junior subordinated debentures or similar remedjeunhe terms thereof. The remedies of holderhef t



junior subordinated debentures and the capitalrgiEsuwill be limited in such circumstances asatised
under “Description of the Junior Subordinated Debes—Events of Default, Defaults and the Rights of
Capital Securities Holders to Take Action Againsirigan Stanley” below.

Morgan Stanley intends to issue qualifying warramith exercise prices at least 10% above the ctirren
stock market price of Morgan Stanley common statkhe date of issuance and with other commercially
reasonable terms. The “current stock market pra¢éViorgan Stanley common stock on any date will be
the closing sale price per share (or if no closialg price is reported, the average of the bidaashdrices

or, if more than one in either case, the averaghehverage bid and the average ask prices) odabaas
reported in composite transactions by the New Yatdck Exchange or, if Morgan Stanley common stock
is not then listed on the New York Stock Excharagereported by the principal U.S. securities exgban

on which Morgan Stanley common stock is tradedumted. If Morgan Stanley common stock is not either
listed or quoted on any U.S. securities exchangihemelevant date, the “current stock market pridé

be the last quoted bid price for Morgan Stanley iwam stock in the over-the-counter market on the
relevant date as reported by the National Quotdiareau or similar organization. If Morgan Stanley
common stock is not so quoted, the “current stoakket price” will be the average of the mid-poifittoe
last bid and ask prices for Morgan Stanley comntookson the relevant date from each of at leastethr
nationally recognized independent investment banpkims selected by Morgan Stanley for this purpose

Under the alternative payment mechanism, Morganl&as not required to issue qualifying warrants
prior to the fifth anniversary of the commencemefriny optional deferral period pursuant to the
alternative payment mechanism to the extent treahthmber of shares of Morgan Stanley common stock
underlying any issuance of qualifying warrants agpto pay such interest, together with the nunaber
shares underlying all prior issuances of qualifyivagrants during such optional deferral period jgpliad,
would exceed 2% of the total number of issued andtanding shares of Morgan Stanley’'s common stock
as of the date of Morgan Stanley’s then most repehlicly available consolidated financial statemsen
(the “warrant issuance cap”). In addition, Morgdartey may not issue perpetual non-cumulative
preferred stock if the net proceeds of any issuahgerpetual non-cumulative preferred stock aplice
pay interest, together with the net proceeds gfradir issuances of perpetual non-cumulative preter
stock so applied, would exceed 25% of the aggrdgatelation amount of the issuance of the capital
securities offered hereby (the “preferred stockasge cap”).

Once Morgan Stanley reaches the warrant issuamccany optional deferral period, Morgan Stanley
will not be required to issue more qualifying wantsaprior to the fifth anniversary of the commeneain
of such optional deferral period even if the numifeunderlying shares referred to in clause (i)
subsequently increases because of a subsequerdsedn the number of outstanding shares of Morgan
Stanley’s common stock. The warrant issuance clgease to apply following the fifth anniversarly o
the commencement of any optional deferral peribdstach point Morgan Stanley must pay any deferred
interest, regardless of the time at which it waeided, using the alternative payment mechanisijesti

to the preferred stock issuance cap, the sharéediped below) and any market disruption event.tRe
avoidance of doubt, if the warrant issuance capbkas reached during an optional deferral periad an
Morgan Stanley subsequently pays all deferred patsn@ncluding accrued interest thereon), the werra
issuance cap will cease to apply, and will onlylgggain once Morgan
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Stanley starts a new optional deferral period. pilederred stock issuance cap will apply so lonthas
junior subordinated debentures remain outstanding.



Morgan Stanley is not required to issue qualifyivagrants pursuant to the alternative payment mesiman
to the extent that the total number of shares ofgdo Stanley’s common stock underlying such quialify
warrants, together with all prior issuances of ifyialg warrants, exceeds 40 million shares (subject
customary anti-dilution adjustments) (the “shang’tavorgan Stanley must use commercially reasamabl
efforts to increase the share cap from time to tion@ number of shares that would allow Morgan I8tan
to satisfy its obligations with respect to the mltgive payment mechanism.

If, due to a market disruption event, the warrastiance cap, preferred stock issuance cap, shaor ca
otherwise, Morgan Stanley was able to raise sontendst all, eligible proceeds necessary to pay all
deferred interest (including compounded interestebn) on any interest payment date, Morgan Stanley
will apply any available eligible proceeds to pagried and unpaid installments of interest on the
applicable interest payment date in chronologicdépand each holder of capital securities wilebétled
to receive its pro rata share of any amounts rededn the junior subordinated debentures. If Morgan
Stanley has outstanding securities in additiomutal, that rankpari passuwith, the junior subordinated
debentures under which Morgan Stanley is obligadexll qualifying securities and apply the netgereds
to the payment of deferred interest or distribugicthen on any date and for any period the amduméto
proceeds received by Morgan Stanley from thoses sald available for payment of the deferred interes
and distributions will be applied to the junior sutlinated debentures and those other securiti@spsa
rata basis in proportion to the total amounts #ratdue on the junior subordinated debentures actd s
securities, or on such other basis as any reguigiglicable to Morgan Stanley may approve.

Morgan Stanley will not be required to sell qualify securities in accordance with the alternatisignpent
mechanism during any quarterly period precedingiaterest payment date to the extent it provides
written certification to the trustee (which thedtee will promptly forward upon receipt to eachdwolof
record of capital securities) no more than 30 amteas than 15 days in advance of such interesheaty
date certifying that:

« amarket disruption event was existing after thmediately preceding interest payment date; and

» either (a) the market disruption event continuadtie entire period from the business day
immediatelyfollowing the preceding interest payment date ®lhsiness day immediately
preceding the date on whithat certification is provided or (b) the markedrdiption event
continued for only part of this period, bMiorgan Stanley was unable after commercially
reasonable efforts to raise sufficient eligibleqaedsduring the rest of that period to pay all
accrued and unpaid interest.

“Commercially reasonable efforts” to sell secustia accordance with the alternative payment mdshan
means commercially reasonable efforts by Morganl8yato complete the offer and sale of qualifying
securities to third parties that are not subsid&df Morgan Stanley in public offerings or private
placements. Morgan Stanley will not be excused fitsmbligations under the alternative payment
mechanism if it determines not to pursue or coneple¢ sale of qualifying warrants or perpetual non-
cumulative preferred stock due to pricing, divideat or dilution considerations.

If Morgan Stanley is involved in a business comborawhere immediately after its consummation more
than 50% of the surviving entity’s voting stocloiwned by the shareholders of the other party to the
business combination, then the alternative paymmahanism will not apply to any interest that is
deferred and unpaid as of the date of consummafitine business combination.

Optional Early Redemption

Subject to obtaining any then required regulatggyraval, Morgan Stanley may redeem the junior
subordinated debentures on or after October 15],28whole or in part, on one or more occasiohsng
time.



Subject to obtaining any then required regulat@yraval, Morgan Stanley may redeem the junior
subordinated debentures before October 15, 201dllaws:
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» within 90 days following the occurrence and congince of (the “90-day period”) a tax event or
investmenttompany event, in whole only;

» following the occurrence and continuance of a raguy event, in whole or in part;
each as described under “Description of Capitau8tes—Redemption” beginning on page S-23.

In each such case, the junior subordinated delestitl be redeemed at a redemption price equal to
100% of their principal amount, plus any accrued anpaid interest, including any compounded interes
and any additional sums, if any, to the date ohgedemption.

In addition, subject to obtaining any then requireglulatory approval, Morgan Stanley may redeem the
junior subordinated debentures at the early rediemptice (as defined below) on any date (such,dh&e
“early redemption date”) before October 15, 20hlywhole or in part, following the occurrence and
continuation of a rating agency event (as defimetDiescription of Capital Securities—Redemption”
beginning on page S-23) (such right to redeenT;rtteng agency call”).

“Early redemption price” means, with respect to amjor subordinated debentures to be redeemed in
accordance with the rating agency call, the greztét) 100% of the principal amount of the junior
subordinated debentures to be redeemed, and (2uthef the present values of the remaining scleeldul
payments of principal (discounted from October2(] 1) and interest that would have been payalkdado
including October 15, 2011 (discounted from thespective interest payment dates) on the junior
subordinated debentures to be redeemed (not imgwadiy portion of such payments of interest acctaoed
the early redemption date) to the early redempdiie on a semiannual basis (assuming a 360-day year
consisting of twelve 30-day months) at the treasaty plus 50 basis points, as calculated by tmjpm
calculation agent; plus, in either case (1) or é2xrued and unpaid interest on the principal armbeimg
redeemed to the early redemption date.

“Treasury rate” means, with respect to any datedémption, the yield, under the heading that isprts
the average for the immediately preceding weekeagppg in the most recently published statistieldase
designated H.15(519) or any successor publicatiahis published weekly by the Board of Governdrs o
the Federal Reserve System and that establishes gie actively traded U.S. Treasury securitiesisteg
to constant maturity under the caption Treasurystamt Maturities, for the maturity correspondinghe
comparable treasury issue (if no maturity is witthiree months before or after the remaining life (a
defined below), yields for the two published méias most closely corresponding to the comparable
treasury issue will be determined and the treasateywill be interpolated or extrapolated from syiEHds
on a straight line basis, rounding to the nearestth); or if such release (or any successor re)easmt
published during the week preceding the calculatiate or does not contain such yields, the rate per
annum equal to the semiannual equivalent yieldatunity of the comparable treasury issue, calcdlate
using a price for the comparable treasury issupréssed as a percentage of its principal amoungleq
the comparable treasury price for such date ofmpdien.

The treasury rate will be calculated on the thudibess day preceding the early redemption date.



“Premium calculation agent” means Morgan Stanle@& Incorporated, or if that firm is unwilling or
unable to select the comparable treasury issuievastment banking institution of national standing
appointed by the property trustee after consultatidth Morgan Stanley.

“Comparable treasury issue” means the U.S. Treaseoyrity selected by the premium calculation agent
as having a maturity comparable to the term remgifriom the early redemption date to October 13,120
that would be utilized, at the time of selection &#maccordance with customary financial practioe,
pricing new issues of corporate debt securitiesoofiparable term.

“Comparable treasury price” means, with respeein@arly redemption date (1) the average of five
reference treasury dealer quotations for such eadgmption date, after excluding the highest amdbt
reference treasury dealer quotations, or (2) ifpitegnium calculation agent obtains fewer than fiweh
reference treasury dealer quotations, the averbgk suich quotations.
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“Reference treasury dealer” means (1) Morgan Sya&l€o. Incorporated and its success@mvided
however that if the foregoing shall cease to be a prim&y. government securities dealer in New York
City (a “primarytreasury dealer”) Morgan Stanley will substituteréifor another primary treasury dealer
and (2) any other primary treasury dealers selduyetie premium calculation agent after consultatidgth
Morgan Stanley.

“Reference treasury dealer quotations” means, eipect to each reference treasury dealer andaalyy e
redemption date, the average, as determined bgrémium calculation agent, of the bid and askeckgsri
for the comparable treasury issue (expressed im &@ge as a percentage of its principal amounteguo
writing to the premium calculation agent at 5:061p.New York City time, on the third business day
preceding such redemption date.

Because Morgan Stanley & Co. Incorporated is Morgamley’s affiliate, the economic interests of
Morgan Stanley & Co. Incorporated may be adversbdanterests of the holders of the capital séiesti
including with respect to certain determinationd ardgments that it must make as premium calculatio
agent in the event Morgan Stanley redeems theljsuoioordinated debentures pursuant to the rating
agency call. Morgan Stanley & Co. Incorporatedibgated to carry out its duties and functions as
premium calculation agent in good faith and ustsgeéasonable judgment.

Morgan Stanley will notify Morgan Stanley Trusttog early redemption price promptly after the
calculation thereof and Morgan Stanley Trust wil/a no responsibility for calculating the early
redemption price.

Morgan Stanley’s right to redeem the junior suboatitd debentures due to a tax event or investment
company event is subject to the condition thatjagkgan Stanley or Morgan Stanley Trust has the
opportunity to eliminate, within the 90-day peritie tax event or investment company event by takin
some ministerial action that will have no adverfeat on Morgan Stanley, Morgan Stanley Trust @ th
holders of the capital securities and the commauariges and will involve no material cost, Morgan
Stanley will pursue such measures in lieu of red@mpMorgan Stanley cannot redeem the junior
subordinated debentures while either it or Morgemi®y Trust is pursuing any ministerial action end
the trust agreement as described above. For thdanae of doubt, the 90-day period will not runidgr
the undertaking of any such ministerial action byrlyan Stanley.

Replacement Capital Intention



Morgan Stanley intends that, to the extent thattptal securities provide Morgan Stanley withiggu
credit at the time of any early redemption priothe scheduled redemption date, Morgan Stanley will
repay the principal amount of the junior subordegatebentures upon such redemption with amourts tha
include net proceeds received by Morgan Stanlaw fitte sale or issuance, during the 180-day petiad p
to the notice date for such redemption by Morgam®ly or subsidiaries of Morgan Stanley to thirdtpa
purchasers, other than a subsidiary of Morgan 8yaolf securities for which Morgan Stanley will edce
equity credit, at the time of sale or issuancet, i1an the aggregate, equal to or greater tharetjuity
credit attributed to the capital securities attthre of such early redemption. The determinatiothef
equity credit of the capital securities may reguthe issuance of an amount of new securitiesrttzat be
less than the principal amount of the capital séesr depending upon, among other things, thereaif
the new securities issued and the equity credibated by a rating agency to the capital secwigied the
new securities.

Repayment of Principal; Replacement Capital Obligaibn

The junior subordinated debentures mature on tia fhaturity date. However, Morgan Stanley hasedjre
to redeem the junior subordinated debentures oadheduled redemption date, but only out of net
proceeds raised from the sale to third party puwetsaof one or more issuances of “replacement
securities,” as defined in “Replacement Securitleddw, in the amounts specified under such caption
which we refer to as the “replacement capital @il@n.” If the scheduled redemption date falls atag

that is not a business day, the scheduled redemgéte will be the following business day.

Morgan Stanley’s obligation to repay the junior audinated debentures on the scheduled redemptten da
is limited. Morgan Stanley has agreed to use itsrercially reasonable efforts (as defined belowl¢pt
as
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described below) to raise sufficient net proceedsifthe sale of replacement securities to repayuthier
subordinated debentures on the scheduled redentgateronly to the extent that it has raised sudfithet
proceeds within the 180-day period prior to théagtlate not more than 30 and not less than 15 putays
to the scheduled redemption date, subject to thercence of a market disruption event. If MorgaanBty
has not raised sufficient proceeds to permit repayrof all principal and accrued and unpaid inteoas
the junior subordinated debentures on the schedabiEmption date, it will apply any available preds
so raised first to pay accrued and unpaid instadtsef interest in chronological order and secancepay
all principal outstanding on the junior subordimhtebentures. Each holder of capital securitieshail
entitled to receive its pro rata share of any an®ueceived on the junior subordinated debentivesgan
Stanley will agree to continue using its commelgisdasonable efforts (except as described below) t
raise sufficient proceeds to permit repayment eftthlance of the amount due on the junior suboteiha
debentures as soon as commercially practicablevdhdse any proceeds raised on each interest payme
date following the scheduled redemption date taicedhe balance outstanding on such interest paymen
date until the junior subordinated debentures aré im full. Morgan Stanley may not otherwise redebe
junior subordinated debentures on or after thedulled redemption date. The replacement capital
obligation will continue to apply until (i) MorgaBtanley has raised sufficient net proceeds to giermi
repayment in full in accordance with the replacenuapital obligation, (ii) the junior subordinated
debentures are otherwise paid in full on the finaturity date or (iii) upon an event of defaultuiiag in
acceleration. Except under the circumstances desthbelow, Morgan Stanley’s failure to use its
commercially reasonable efforts to raise sufficigmiceeds would be a breach of covenant undeutfier]
subordinated indenture. However, in no event witltsfailure be an event of default thereunder.



Morgan Stanley generally has the right to modifyesminate the replacement capital obligation anity
the consent of the holders of a majority by liqtiala amount of the capital securities or, if thaigr
subordinated debentures have been distributedebgriiperty trustee, the holders of a majority by
principal amount of the junior subordinated debesguMorgan Stanley has the right, however, to amen
the replacement capital obligation at any timehuiitt the consent of such holders (i) where such
amendment is not adverse to such holders and eefff Morgan Stanley has delivered to such halder
written certification stating that, in his or heztdrmination, such amendment is not adverse to Isoiclers
and (ii) to impose additional restrictions on thipes of securities qualifying as replacement séeariFor
example, Morgan Stanley may eliminate common stowqdatorily convertible preferred stock and debt
exchangeable for equity (but only to the extenthexgeable for common stock) as a replacement $gcuri
if Morgan Stanley has been advised in writing lmationally recognized independent accounting finet t
there is more than an insubstantial risk that #ileife to do so would result in a reduction in Mamg
Stanley’s earnings per share as calculated fonéimhreporting purposes. Any such modification may
further restrict Morgan Stanley’s ability to repayredeem the junior subordinated debentures.

Any principal amount of the junior subordinated eetures remaining outstanding, together with actrue
and unpaid interest, will be due and payable okt 15, 2066 (or if this day is not a business tay
following business day), which is the final matyritate for the junior subordinated debentures,ridgss
of the amount of replacement securities Morgan|8yamas issued and sold by that time.

“Commercially reasonable efforts” to sell secustie accordance with the replacement capital otitiga
means commercially reasonable efforts by Morganl&yeto complete the offer and sale of replacement
securities to third parties that are not subsidgdf Morgan Stanley in public offerings or private
placements. Morgan Stanley will not be consideceldave made commercially reasonable efforts taeffe
a sale of replacement securities if it determioasat pursue or complete such sale due to priciogpon,
dividend rate or dilution considerations.

Morgan Stanley will not be required to redeem tirégr subordinated debentures on the scheduled
redemption date or any interest payment date fafiguhe scheduled redemption date, as the casdoeay
(each a “required repayment date”), to the extigmtavides written certification to the trustee (@fhthe
trustee will promptly forward upon receipt to edadider of record of capital securities) no morentBa
and no less than 15 days in advance of such rebrépayment date certifying that:

» amarket disruption event was existing during t8@-day period preceding the date of the
certificate or, inthe case of any required repayment after the s¢bd@dedemption date, the 90-
day period preceding thdate of the certificate; and
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» either (a) the market disruption event continuadtie entire 180-day period or 90-day period, as
the casenay be, or (b) the market disruption event contihige only part of the period, but
Morgan Stanley waanable after commercially reasonable efforts tegaiufficient net proceeds
during the rest of that period permit repayment of the junior subordinated debrestin full.

Net proceeds that Morgan Stanley is permitted fyaip repayment of the junior subordinated debesgu
on and after the scheduled redemption date widpp#ied, first, to pay deferred interest to thesakiof

eligible proceeds under the alternative paymentaism, second, to pay current interest that Morgan
Stanley is not paying from other sources and, thodepay the principal of junior subordinated eletioires,



subject to a minimum principal amount of $5 milliambe repaid on any required repayment dateyided
that if Morgan Stanley is obligated to sell replaesit securities in accordance with the replacercapital
obligation and apply the net proceeds to paymefsincipal of or interest on any outstanding sé@s

in addition to the junior subordinated debentutiesn on any date and for any period the amoungbf n
proceeds received by Morgan Stanley from thoses sald available for such payments will be applced t
the junior subordinated debentures and those stwrrities having the same scheduled repaymenbdate
scheduled redemption date as the junior subordirdgbentures pro rata in accordance with their
respective outstanding principal amounts and néiseich net proceeds will be applied

to any other securities having a later schedulpdymment date or scheduled redemption date until the
principal of and all accrued and unpaid interesth@njunior subordinated debentures has been pdidli

Replacement Securities

As used herein, “replacement securities” meansriigsthat in the determination of Morgan Stangey’
Board of Directors reasonably construing the défins and other terms of the replacement capital
obligation or replacement capital covenant (as rilesd below), as the case may be, meet one of the
following criteria:

« common stock (valued at 400% of its net proceeds);
» debt exchangeable for equity;

« qualifying non-cumulative preferred stock;

* non-cumulative preferred stock having either:

o (A) no maturity or a maturity of at least 60 yearsl (B) a replacement capital intention;
or

o (A) maturity of at least 40 years, (B) either (1gally binding replacement covenant or
(2) to the extent approved by any then applicaiigilator, a mandatory trigger provision,
(C) an optional deferral provision and (D) a replaent capital intention;

» cumulative preferred stock with:

o (A) no prepayment obligation on the part of theiessthereof, whether at the election of
the holders or otherwise, (B) no maturity or a matwof at least 60 years and (C) a
legally binding replacement covenant; or

0 arequirement that such securities convert intornomstock of the issuer within three
years from the date of issuance at a conversiamwathin a range established at the time
of issuance of such securities; or

o having either (A) (1) a maturity, if any, of at &#0 years and (2) a replacement capital
intention or (B) a maturity of at least 40 yearsd arlegally binding replacement covenant;
and

»  Other securities that rank upon Morgan Stanlegsitlation, dissolution or winding-up either (i)
pari passwwith or junior to the junior subordinated debeesior (ii)pari passuwith the claims of
Morgan Stanley’s trade creditors and junior taodllhe Morgan Stanley’s long-term indebtedness
for money borrowed (other than Morgan Stanley'glberm indebtedness for money borrowed
from time to time
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outstanding that by its terms ranks pari passu sitth securities on Morgan Stanley’s liquidation,
dissolution or winding-up); and

0 may include new equity settlement provisions angh@e a maturity, if any, of at least
60 years, an optional deferral provision and allgdmnding replacement covenant or (B)
having a maturity of at least 40 years and a lgdafiding replacement covenant; or

o include new equity settlement provisions and eif#g@rhave a maturity, if any, of at least
40 years and, subject to any then required regylajgproval, a mandatory trigger
provision and a replacement capital intention Bri{ave a maturity, if any, of at least 25
years, a legally binding replacement covenant amdject to any then required regulatory
approval, a mandatory trigger provision; and

» preferred stock issued by Morgan Stanley that ham(maturity or a maturity of at least 60 years,
(ii) a replacement capital intention and (iii) gotional deferral provision;

» securities issued by Morgan Stanley or a subsidiaMorgan Stanley that (i) rargari passu
with or junior to the junior subordinated debensuopon a liquidation, dissolution or winding up
of Morgan Stanley, (ii) either (A) have no maturitya maturity of at least 60 years and a
replacement capitalintention or (B) have no maywita maturity of at least 30 years and are
subject to a legally bindingreplacement covenadt (@) have an optional deferral provision;

» securities issued by Morgan Stanley or a subsidiaorgan Stanley that (i) rargari passu
with thejunior subordinated debentures, (i) have a mangdtmger provision and an optional
deferral provisiorand (iii) have no maturity or a maturity at leaBty®gars and a replacement
capital intention; and

e cumulative preferred stock issued by Morgan Staoley subsidiary of Morgan Stanley that either
(i) hasno maturity or a maturity of at least 60 years amdplacement capital intention or (ii) has
a maturity of ateast 40 years and is subject to a legally bindéggacement covenant.

Additionally, and notwithstanding the foregoingyasecurities or combinations of securities if igbbg
Morgan Stanley to any of its subsidiaries, withing contemporaneous issuance of a security or
combination of securities that otherwise wouldsgtihe definition of “replacement securities” it
subsidiary to a party other than a subsidiary ofddo Stanley, shall not qualify as replacement rest

“Common stock” means the common stock of MorgamiSia

“Debt exchangeable for equity” means a securityc@@mbination of securities) that (i) gives the leold
beneficial interest in (a) debt securities of Mardgtanley that are non-cumulative and that arertbst
junior subordinated debt of Morgan Stanley (or rpaki passuwith the most junior subordinated debt of
Morgan Stanley) and (b) a fractional interest stack purchase contract, (ii) includes a remarketin
feature pursuant to which the subordinated deMafyan Stanley is remarketed to new investors
commencing within five years from the date of isseaof the security or earlier in the event of arlye
settlement event based on one or more financit ses forth in the terms of such securities catesl
transaction agreements, (iii) provides for the pegts raised in the remarketing to be used to psecha



qualifying non-cumulative preferred stock, (iv) imdes a replacement capital covenant substantially
similar to the replacement capital covenant, predithat such replacement capital covenant willyafipl
such security (or combination of securities) anthtoqualifying non-cumulative preferred stock aviti
not include debt exchangeable for equity in thenitedn of “replacement securities” and (v) aftbet
issuance of such qualifying non-cumulative prefg@istock, provides the holder of the security with a
beneficial interest in such qualifying non-cumulatpreferred stock.

“Distribution date” means, as to any securities@mbination of securities, the dates on which micio
distributions on such securities are schedulecttmbde.

“Distribution period” means, as to any securitiesombination of securities, each period from and
including a distribution date for such securitiedtit not including the next succeeding distributilate
for such securities.
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“Distributions” means, as to a security or comhimraf securities, dividends, interest paymentetber
income distributions to the holders thereof thatrot subsidiaries of Morgan Stanley.

“Legally binding replacement covenant” means, aarty security or combination of securities, a cargn
made by Morgan Stanley, substantially similar ® tbplacement capital covenant, to the effect that
Morgan Stanley will redeem or repurchase such geionly if and to the extent that the total neqbéion
or repurchase price is equal to or less than tbegads received by Morgan Stanley or by a subgidiar
Morgan Stanley during the six (6) months priorte applicable redemption or repurchase date fram th
sale of replacement securities that are as or emuiy-like than the securities being redeemed or
repurchased.

“Mandatory trigger provision” means as to any ségur combination of securities (together in this
definition, “securities”), provisions in the terrtteereof or of the related transaction agreemeiatis(tk)
require, or at its option in the case of non-curtinvgspreferred stock permit, the issuer of suctusées to
make payment of distributions on such securitidg parsuant to the issuance and sale of commork stoc
rights to purchase common stock up to a maximufebf such issuer’'s market capitalization or such
issuer’s settlement stock, within two years ofilufa by such issuer to satisfy one or more finahigsts
set forth in the terms of such securities or relatansaction agreements, in an amount such thateh
proceeds of such sale are at least equal to thargrobunpaiddistributions on such securities (idahg
without limitation all deferred and accumulated amis) and in either case require the applicatiothef
net proceeds of such sale to pay such unpaidhisivns,providedthat the amount of settlement stock the
net proceeds of which such issuer may apply tospai distributions pursuant to such provision maty n
exceed 25% of the liquidation or principal amouhs$wch securities, (B) prohibit such issuer from
repurchasing any of its common stock prior to thedix months after the issuer applies the netgats
of the sales described in clause (A) to pay sugrauhdistributions in full and (C) upon any liquiiten,
dissolution, winding up, reorganization or in coctien with any insolvency, receivership or proceedi
under any bankruptcy law with respect to such isdimit the claim of the holders of such secust{ether
than non-cumulative preferred stock) for distribng that accumulate during a period in which sssheér
fails to satisfy one or more financial tests settfén the terms of such securities or relatedsaation
agreements to (x) 25% of the principal amount ehssecurities then outstanding in the case of gessur
not permitting the issuance and sale pursuante@tbvisions described in clause (A) above of sgear
other than common stock or rights to acquire comstook or (y) two years of accumulated and unpaid
distributions (including compounded amounts theyéomll other cases. No remedy other than pernhitte



remedies will arise by the terms of such securitieelated transaction agreements in favor ohitiders
of such securities as a result of the issuer’'sifaito pay distributions because of the mandatigyer
provision or as a result of the issuer’s exercifsésaight under an optional deferral provisiortilin
distributions have been deferred for one or mos&ridution periods that total together at leastytears.

“New equity settlement” means, with respect to segurities or combination of securities referrethtthe
definition of replacement securities, that suchusiées or related transaction agreements include a
provision to the effect that, if Morgan Stanley lextiausted its rights to defer distributions abjson
pursuant to an optional deferral provision and siefierral continues beyond a specific date spetifie
such security or if any mandatory trigger provisi@s become applicable, Morgan Stanley shall, ardes
market disruption event has occurred and is coimtgyua) use its commercially reasonable effortsetib
shares of its common stock and/or, at its optiettleament stock to the extent the securities daredtide

a mandatory trigger provision, in an amount sueth the net proceeds of such sale shall equal @eekc
such distributions and (b) apply the net proceddsioh sale to pay such distributions in full.

“Non-cumulative preferred stock” means preferremtktof Morgan Stanley or of a subsidiary of Morgan
Stanley that (i) rankpari passuwith or junior to other preferred stock of Morg&tanley and (ii) the terms
of which provide for distributions that may be seisged by Morgan Stanley for any number of distidyut
periods without any remedy arising by the termsuith stock or related transaction agreements or fafv
the holders of such stock as a result of the sisstker’s failure to pay distributions, other thé):rights in
favor of the holders thereof permitting such hadderelect one or more directors of Morgan Stanley
subsidiary of Morgan Stanley (including any suahts required by the listing requirements of amglst

or securities exchange on which such stock majstegl or traded) and/or (y) prohibitions on Morgan
Stanley or a subsidiary of Morgan Stanley paying
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distributions on or repurchasing common stock beostock that ranks junior as to distributionsiich
stock for so long as distributions on such stoekluding deferred distributions, have not been fraifll.

“Optional deferral provision” means, as to any sigwr combination of securities, a provision iret
terms thereof or of the related transaction agret¢srthat permits Morgan Stanley, in its sole disore to
defer in whole or in part payment of distributiarssuch securities for one or more consecutive
distribution periods of up to ten years without aemnedy other than permitted remedies as a rekult o
Morgan Stanley’s failure to pay distributions.

“Permitted remedies” means, as to any securityoartination of securities, any one or more of (i)
prohibitions on Morgan Stanley or a subsidiary afrlyan Stanley paying distributions on or repurafgsi
common stock or other securities that rank jungtoedistributions to such securities for so loag a
distributions on such securities, including deféréstributions, have not been paid in full andl (ii
provisions obliging Morgan Stanley to pay certadfiedred distributions pursuant to a new equity
settlement.

“Person” means any individual, corporation, parsh@s, joint venture, trust, limited liability compg or
corporation, unincorporated organization or govesntror any agency or political subdivision thereof.

“Qualifying non-cumulative preferred stock” meamsrcumulative preferred stock that, either byétsrts
or when taken together with any related transacigmeements:



* (i) rankspari passuwith or junior to other preferred stock of the issuand

» (i) (A) is perpetual or has a mandatory redemptiomaturity date that is not less than 60 years
after thedate of initial issuance of such securities andn@ (1) either a legally binding
replacement covenant abject to any then required regulatory approvabaadatory trigger
provision, (2) a replacement capitatention and (3) an optional deferral provision; o

» (i) (A) has a mandatory redemption or maturityedthat is not less than 40 years after the date of
initial issuance of such securities, (B) has a legallyibjndeplacement covenant and (C) (1),
subject to any therequired regulatory approval, includes a mandatagger provision and (2)
has an optional deferrprovision;

providedthat, as used in the definition of “debt exchafdgéor equity,” “qualifying non-cumulative
preferred stock” means non-cumulative preferredkstbat, either by its terms or when taken togethign
any related transaction agreements, is perpetaataarkspari passuwith or junior to other preferred stock
of Morgan Stanley.

“Replacement capital intention” means, for the jmggs of this header only, as to any security or
combination of securities, that Morgan Stanley falslicly stated its intention, either in the prosjps or
other offering document under which such securitieee initially offered for sale or in filings witthe

SEC made by Morgan Stanley under the Exchange dat fo or contemporaneously with the issuance of
such securities, that Morgan Stanley will redeenmepurchase such securities only with the proceéds
specified replacement capital securities that hieras and provisions at the time of redemption or
repurchase that are as or more equity-like thasekearities then being redeemed or repurchasesgdrai
within six (6) months prior to the applicable redsion or repurchase date.

“Settlement stock” means non-cumulative prefertedlsthat is perpetual with no prepayment obligatio
on the part of the issuer thereof, whether at tbetien of the holders or otherwise, is callabléhat option
of such issuer and either (i) has a legally bindegacement covenant or (ii) has a replacemeritatap
intention and a mandatory trigger provision.

“Share buy-back covenant” means, as to any seanritpmbination of securities, a covenant made by
Morgan Stanley to the effect that it will not rephiase any of its common stock for a period of 8)x (
months following the payment of all deferred distitions with proceeds from the sale of common stock
pursuant to a new equity settlement.
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“Subsidiary” of Morgan Stanley means, at any tiem@y person the shares of stock or other ownership
interests of which having ordinary voting poweetect a majority of the board of directors or other
managers of such person are at the time ownetieanainagement or policies of which are otherwise at
the time controlled, directly or indirectly throughe or more intermediaries (including other subsies)
or both, by Morgan Stanley.

Market Disruption Events

A “market disruption event” means, for purposesales of qualifying securities pursuant to theraltive
payment mechanism or sales of replacement seaupitiessuant to the replacement capital obligation



described below, as applicable (collectively, thermitted securities”), the occurrence or existesfcany
of the following events or sets of circumstances:

e trading in securities generally (or shares of Mor§sanley’s securities specifically) on the New
York Stock Exchange or any other national securitieb@&xge or over-the-counter market on
which MorganStanley’s common stock and/or preferred stockes tisted or traded shall have
been suspended or gsttlement generally shall have been materiallsugied or minimum prices
shall have been establishedamy such market or exchange by the SEC, by theaetexchange
or any other regulatory body governmental authority having jurisdiction;

» Morgan Stanley is required to obtain the consemtpgroval of its shareholders or of a regulatory
body (including, without limitation, any securities exaige) or governmental authority to issue
the permittedsecurities, and fails to obtain such consent or@m@ notwithstanding Morgan
Stanley’'s commerciallyeasonable efforts to such effect;

* an event occurs and is continuing as a result aéiwtie offering document for the offer and sale
of the permitted securities would, in Morgan Stanley'ss@@able judgment, contain an untrue
statement of anaterial fact or omit to state a material fact fegglito be stated in that offering
document or necessary tieake the statements in that offering document nisteiading and either
(a) the disclosure of that eventthe time the event occurs, in Morgan Stanley’sorable
judgment, would have a material adverse eféecits business or (b) the disclosure relates to a
previously undisclosed proposed or pending matertialness transaction and Morgan Stanley has
a bona fide business reason for keeping the sanfaleatial or the disclosure of which would
impede Morgan Stanley’s ability to consummate tratsactionprovidedthat one or more
events described under this bullet shall not ctutstia market disruption evewith respect to
more than one interest payment date for purposteedlternative payment mechanismagth
respect to more than one three-month period fopgses of the replacement capital obligation or
the replacement capital covenant;

» Morgan Stanley reasonably believes that the offediocument for the offer and sale of the
permittedsecurities would not be in compliance with a ruleegulation of the SEC (for reasons
other than thoseeferred to in the immediately preceding bulletppand Morgan Stanley is
unable to comply with suctule or regulation or such compliance is impradiiegprovidedthat
no single suspension contemplatedlug bullet point may exceed 90 consecutive dags an
multiple suspension periods contemplated by bhidet point may not exceed an aggregate of 180
days in any 360-day period,;

» there is a material adverse change in general danoesnternational economic, political or
financial conditions, including without limitation as a resof terrorist activities, or the effect of
internationalconditions on the financial markets in the Unitedt&s, that impacts the markets on
which MorganStanley’s securities are trading, such as to mialke the judgment of Morgan
Stanley, impracticable tproceed with the offer and sale of the permittezligges;

« amaterial disruption shall have occurred in comaiabanking or securities settlement or
clearingservices in the United States; or

» abanking moratorium shall have been declared thgrée or state authorities of the United States,
thatresults in a disruption of any of the markets oncwtMorgan Stanley’s securities are trading.
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Registration, Denomination and Transfer

Morgan Stanley will register the junior subordirthtiebentures in the name of Morgan Stanley Trust. T
property trustee will hold the junior subordinatigbentures in trust for the benefit of the holddrihe
capital securities and the common securities. Th®f subordinated debentures will be issued in
denominations of $25 and integral multiples thereof

If the junior subordinated debentures are distetdub holders of capital securities, it is antitgubathat

DTC will act as securities depositary for the jursabordinated debentures. For a description of R
the specific terms of the depositary arrangemesess, 'Description of Capital Securities—The Capital
Securities Will Initially Be Issued in Book-EntryoFm and Held Through DTC” beginning on page S-27.

As of the date of this prospectus supplement, gseription of DTC'’s book-entry system and DTC's
practices as they relate to purchases of, transfertices concerning and payments on the capital
securities apply in all material respects to ariytabligations represented by one or more globauisies
held by DTC.

A global security will be exchangeable for juniobsrdinated debentures registered in the names of
persons other than DTC or its nominee only if:

« DTC notifies Morgan Stanley that it is unwilling onable to continue as a depositary for the
global security and no successor depositary has beenrdpgpi

» DTC ceases to be a clearing agency registered tinel€&xchange Act at a time DTC is required
to be saregistered to act as depositary, and no succespaosidary has been appointed; or

* Morgan Stanley, in its sole discretion, determitied the global security will be exchangeable for
definitive certificates.

Any global security that is exchangeable as desdrdbove will be exchangeable for junior subordidat
debentures registered in the names DTC directsgMoBtanley expects that the instructions will asdll
upon directions received by DTC from its DirecttiRgpants with respect to ownership of beneficial
interests in the global security.

If the junior subordinated debentures are issuertitificated form, payments of principal and ietrwill

be payable, the transfer of the junior subordinatokentures will be registrable, and junior submatiéd
debentures will be exchangeable for junior subaidid debentures of other authorized denominatibas o
like aggregate principal amount. However, paymdimterest may be made at the option of Morgan
Stanley by check mailed to the address of the hadttled to the payment. Upon written requeshi®
paying agent not less than 15 calendar days pritiret date on which interest is payable, a hold&d.o
million or more in aggregate principal amount afijur subordinated debentures may receive payment of
interest, other than payments of interest payatbhesdurity or on any date of redemption or repaytnen
wire transfer of immediately available funds.

Junior subordinated debentures may be presenteddistration of transfer, exchange, redemption or
payment with an endorsed form of transfer, or § ddecuted and satisfactory written instrument of
transfer, at the securities registrar’s office iemNYork, New York or the office of any transfer age

selected by Morgan Stanley without service chargewupon payment of any taxes and other governmental
charges as described in the junior subordinateehinole. Morgan Stanley will appoint the indentutestee

as securities registrar under the junior subordimh&tdenture. Morgan Stanley may at any time desegn
additional transfer and paying agents with respetiie junior subordinated debentures.

In the event of any redemption, Morgan Stanleythedndenture trustee will not be required to:



» register the transfer of or exchange junior submatdid debentures during a period beginning 15
calendardays before the first mailing of the notice of neqigion; or
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» register the transfer of or exchange any junioostdinated debentures selected for redemption,
except, inthe case of any junior subordinated debentureglreideemed in part, any portion not
to be redeemed.

At the request of Morgan Stanley, funds depositié the indenture trustee or any paying agent faid
Morgan Stanley for the payment of principal, inggr@nd premium, if any, on any junior subordinated
debenture which remain unclaimed for two yearsrdfte principal, interest and premium, if any, has
become payable will be repaid to Morgan Stanleythecolder of the junior subordinated debentude wi
as a general unsecured creditor, look only to Moigtanley for payment thereof.

Modification of Indenture

For a description of the provisions for modifyitgtjunior subordinated indenture and the junior
subordinated debentures, unless otherwise desdnireih, see “Description of Junior Subordinated
Debentures—Modification of Indentures” beginningpage 23 of the accompanying prospectus. In
addition, if any of the capital securities are tansling:

* no modification may be made to the junior subordidandenture that materially adversely affects
the holders of the capital securities;

* no termination of the junior subordinated indenton&y occur; and

» no waiver of any event of default or default under junior subordinated debentures may be
effective,

without the prior consent of the holders of at teamajority of the aggregate liquidation amounthef
outstanding capital securities unless and untiptirgcipal of and premium, if any, on the junior
subordinated debentures and all accrued and uirgei@st thereon have been paid in full and cexéier
conditions are satisfied.

In addition, if any of the capital securities atgstanding, all holders of the capital securitiassttonsent
if Morgan Stanley wants to amend the junior subwatéd indenture to:

* impair the rights of holders of capital securitiesnstitute a direct action (as defined below);
* remove any obligation to obtain the consent of brddf capital securities; or

» change the percentage of holders of the capitalrities required to amend or waive any
provision of thgunior subordinated indenture.



So long as Morgan Stanley complies with the terftb@junior subordinated debentures and the junior
subordinated indenture, Morgan Stanley may deferést payable on the junior subordinated debesture
as described in this prospectus supplement, witth@utonsent of Morgan Stanley Trust or the holdérs
the capital securities.

Events of Default, Defaults and the Rights of Capél Securities Holders to Take Action Against
Morgan Stanley

Under the junior subordinated debentures, onli@ygan Stanley’s failure to pay deferred interest,
including accrued interest on the deferred paymewtsater than 30 days after the conclusion of 40
quarters following the first day of any deferratipd and (ii) the occurrence of certain events of
bankruptcy, insolvency and reorganization involviigrgan Stanley results in an event of default Wwhic
would allow for the junior subordinated debentuebe accelerated. See “Description of Junior
Subordinated Debentures—Events of Default and Disfadoeginning on page 19 of the accompanying
prospectus for:

» the limited list of defaults applicable to the jonsubordinated debentures in addition to the
defaultsdiscussed elsewhere herein; and

» the actions that may be taken by the indenturégeusnd the holders of junior subordinated
debenturesincluding Morgan Stanley Trust, following an evefidefault or default, respectively.
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So long as Morgan Stanley Trust holds the junitwosdinated debentures, the property trustee and the
holders of the capital securities will have thédwaing rights under the junior subordinated indeatwith
respect to an event of default or a default:

» upon the occurrence and continuation of an evedef#ult, the property trustee or the holders of
not lessthan 25% in aggregate liquidation amount of théteapecurities may declare the
principal and interesiccrued thereon of the junior subordinated debeatdue and payable
immediately;

e upon the occurrence of a default, there is no rijlaicceleration except for those defaults that are
alsoevents of default; if a default in the payment ohgipal of, or any interest on, any series of
junior subordinated debentures issued under the juniardinated indenture occurs and is
continuing andMorgan Stanley fails to pay the full amount there émd payable with respect to
the junior subordinatedebentures immediately upon the demand of the tndetrustee, the
indenture trustee is entitled iostitute an action or proceeding to collect theoant due and
unpaid; if any default occurs anddsntinuing, the indenture trustee may pursue lagtbn to
enforce the performance of any provision in jiln@or subordinated indenture to protect the rights
of the indenture trustee and the holders of thejusubordinated debentures;

» if all defaults have been cured or waived, the eahsf the holders of more than 50% in
aggregatdiquidation amount of the capital securities isuiegd to annul a declaration by the
indenture trustedylorgan Stanley Trust or the holders of the capigalurities that the principal of
the junior subordinatedebentures is due and payable immediately;



» unless the default is cured, the consent of ealdehof capital securities is required to waive a
default inthe payment of principal, premium or interest wigspect to the junior subordinated
debentures or default in respect of a covenant or provision tteatnot be modified or amended
without the consent of theolder of each outstanding junior subordinated dibye; and

» unless the default is cured, the consent of thddmslof more than 50% in aggregate liquidation
amount ofthe capital securities is required to waive anyeotiefault.

If the event of default or default under the jursabordinated debentures is attributable to tHertabf
Morgan Stanley to pay any amounts payable on thiefjisubordinated debentures when due, then a
registered holder of capital securities may bringgal action against Morgan Stanley directly for
enforcement of payment to such holder of amounisdoen the junior subordinated debentures with a
principal amount equal to the aggregate liquidatiorount of the capital securities held by such éo(d
“direct action”). Morgan Stanley may not amend jind@or subordinated debentures to remove this fight
bring a direct action without the prior written c@mt of the registered holders of all the capialsities.
Morgan Stanley may reduce its payments then dueruthé junior subordinated debentures by any
corresponding payments it has made to holderseofaipital securities in connection with a diredicac

The holders of the capital securities will not éedo exercise directly any remedies availabléneo
holders of the junior subordinated debentures exaeger the circumstance described in the preceding
paragraph. See “Description of Capital Securitiespi@l Securities Events of Default; Notice” begimmn
on page 10 of the accompanying prospectus.

Distribution of Junior Subordinated Debentures

As described above, the junior subordinated debesittnay be distributed in exchange for the capital
securities upon dissolution and liquidation of MamgStanley Trust, after satisfaction of Morgan &tan
Trust's liabilities to its creditors. See “Descigut of Capital Securities—Liquidation Distributidspon
Dissolution” above.

If the junior subordinated debentures have bedrldised in exchange for the capital securities, th
holders of not less than 25% in aggregate prin@pabunt of the junior subordinated debentureshweilte
the right upon the occurrence and continuatiomodent of default, unless the principal of all jineior
subordinated debentures has already become dygagable, to declare the principal and interestusmstr
thereon due and payable immediately.
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If the junior subordinated debentures are distetub the holders of capital securities, Morgamigta
anticipates that the depositary arrangements tojuthior subordinated debentures will be substiytia
identical to those in effect for the capital setiesi.
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DESCRIPTION OF GUARANTEE

The following, together with the “Description of @&antees” beginning on page 27 of the accompanying
prospectus, is a description of the material teohthe guarantee. You should read the guarantebeto
dated as of October 12, 2006, between Morgan Stanid The Bank of New York, as guarantee trustee,
and the Trust Indenture Act. A form of guaranteendile at the SEC as an exhibit to the registrati
statement pertaining to this prospectus suppleraedtthe accompanying prospectus.

The following payments on the capital securitié® (fguarantee payments”), if not fully paid by Marg
Stanley Trust, will be paid by Morgan Stanley untiher guarantee, without duplication:

« any accumulated and unpaid distributions requiodakt paid on the capital securities, to the extent
Morgan Stanley Trust has funds available to make the payme

» the redemption price for any capital securitieseckfor redemption, if Morgan Stanley Trust has
fundsavailable to make the payment; and

e upon a voluntary or involuntary dissolution, wingiap or liquidation of Morgan Stanley Trust,
other tharin connection with a distribution of the junior sutlinated debentures to the holders of
capital securitieghe lesser of:

(1) the aggregate of the $25 per capital security digtibn amount and all accumulated and unpaid
distributions on the capital securities to the ddtpayment, if Morgan Stanley Trust has funds
available to make the payment; and

(2) the amount of assets of Morgan Stanley Trust reimgiavailable for distribution to holders of the
capital securities upon liquidation of Morgan SegnTrust.

Morgan Stanley’s obligation to make a guaranteer@ay may be satisfied by direct payment of the
required amounts by Morgan Stanley to the holdéteeocapital securities or by causing Morgan Stanl
Trust to pay the amounts to the holders.
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DESCRIPTION OF REPLACEMENT CAPITAL COVENANT

The following is a description of the material tarpf the replacement capital covenant, a copy a€hvh
will be filed with the SEC as an exhibit to theistigition statement pertaining to this prospectus
supplement and the accompanying prospectus.

Morgan Stanley will covenant in the replacementitahpovenant for the benefit of a specified class
covered debtholders (as defined in the replacecamital covenant) that it will not, and it will cse
Morgan Stanley Trust and Morgan Stanley's subsiganot to, redeem, repurchase or purchase, as
applicable, the junior subordinated debenturef@icapital securities on or after the scheduledmgdion
date, unless:

* Morgan Stanley has obtained any then required a¢gyl approval; and



* subject to certain limitations, during the 180 dpsisr to the notice date not more than 30 and not
less tharl5 days prior to the date for such redemption, redpase or purchase Morgan Stanley
has received ngiroceeds from the sale of replacement securities.

Morgan Stanley’s covenants in the replacement aapitvenant will run only to the benefit of a sfiec
class of covered debtholders and, if the specdlasds of covered debt is redeemed, repurchased or
purchased, as applicable, will run only to the [fieé holders of such other series of Morgan Stgid
long-term indebtedness then outstanding that quasifcovered debt pursuant to the replacementatapit
covenant. The initial class of covered debthol@eesthe holders of the junior subordinated debestur
underlying the capital securities of Morgan Star&pital Trust VI and the holders of such capital
securities. Pursuant to the replacement capitadmant, the holders of such capital securities lvélte the
right to pursue legal proceedings directly agaivistgan Stanley for the enforcement of the replaggme
capital covenant. The replacement capital coveisamdt intended to benefit of holders of the cdpita
securities offered hereby and may not be enforgetidm, and the replacement capital covenant ignot
term of the indenture, the guarantee or the capdalrities.

Morgan Stanley’s ability to raise proceeds fromaepment securities during the 180 days prior ¢o th
notice date for such proposed redemption, repuechapurchase will depend on, among other things,
market conditions at that time as well as the at®lity to prospective investors of the termstuofte
replacement securities.

Morgan Stanley generally has the right to modifyesminate the replacement capital covenant ontly wi
the consent of the holders of the covered debtgitoiStanley has the right, however, to amend the
replacement capital covenant at any time, withbetdonsent of such holders (i) where such amendiment
not adverse to such holders and an officer of Moig&nley has delivered to such holders a written
certification stating that, in his or her deterntioa, such amendment is not adverse to such hotetii)
to impose additional restrictions on the typesefsities qualifying as replacement securities. é&x@ample,
Morgan Stanley may eliminate common stock, mandgtoonvertible preferred stock and debt
exchangeable for equity (but only to the extenthexgeable for common stock) as replacement sexuriti
if Morgan Stanley has been advised in writing lmationally recognized independent accounting finet t
there is more than an insubstantial risk that #ileife to do so would result in a reduction in Mamg
Stanley’s earnings per share as calculated fon{iareporting purposes.

The replacement capital covenant will terminaterughe earliest to occur of (i) the final maturitytd, or,

if earlier, the date on which the junior subordethtiebentures are otherwise redeemed in fulth@)date
on which the holders of a majority of the principahount of the then outstanding covered debt agree
terminate the replacement capital covenant, (i) date on which Morgan Stanley no longer has
outstanding any indebtedness eligible to qualifg@agered debt and (iv) the date on which an event o
default resulting in an acceleration occurs. “Cededebt” includes all of Morgan Stanley's long-term
indebtedness that (i) upon a bankruptcy or singleant of Morgan Stanley ranks subordinate to Morgan
Stanley’s most senior series of indebtednesss(aysigned a rating by at least one rating agdiigyhas
an outstanding principal amount of not less tha®0$100,000 and (iv) was issued with the assistahea
investment banking firm acting as underwriter osiimilar capacity or placement agent or similarazzy.
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RELATIONSHIP AMONG THE CAPITAL SECURITIES,
THE JUNIOR SUBORDINATED DEBENTURES AND THE GUARANTE E



Morgan Stanley will guarantee payments of distiing and redemption and liquidation payments due on
the capital securities to the extent Morgan Staflerst has funds available for such payment, asritesd
under “Description of Guarantee” above. No singleunent executed by Morgan Stanley will provide for
the full, irrevocable and unconditional guarantéthe capital securities. It is only the combingxbration

of the guarantee, the trust agreement and therjgolmordinated indenture that has the effect ofiding a
full, irrevocable and unconditional guarantee ofrlyan Stanley Trust’s obligations under the capital
securities.

As long as Morgan Stanley pays interest and otagments when due on the junior subordinated
debentures, those payments will be sufficient teecdistributions and redemption and liquidation
payments due on the capital securities, primaeiyause:

» the aggregate principal amount of the junior sulhategd debentures will be equal to the sum of
the aggregate liquidation amount of the capital seiasriand the common securities;

» the interest rate and interest and other paymeatam the junior subordinated debentures will
match thedistribution rate and distribution and other paybtdates for the capital securities;

» Morgan Stanley will, pursuant to an expense agregmay for any and all costs, expenses and
liabilities of Morgan Stanley Trust, except withholding taxed &organ Stanley Trust’s
obligations to holders dhe capital securities and the common securitied; a

» the trust agreement provides that Morgan StanlegtTwill not engage in any activity that is not
consistenwith the limited purposes of Morgan Stanley Trust.

The only events of default applicable to the cagiégurities that may result in acceleration ofjtheor
subordinated debentures are: (i) a failure to ggrded interest, including accrued interest ondiferred
payments, no later than 30 days after the conciusia@O quarters following the first day of any eeél
period; and (ii) certain events of bankruptcy, imeacy and reorganization involving Morgan Stanley.
However, in the event of payment defaults undegazeleration of, senior indebtedness (as defibege,
the junior subordinated indenture provides thapagments may be made on the junior subordinated
debentures until such senior indebtedness hasgaeérn full or any payment default under the such
indebtedness has been cured or waived. See “Dtsarigf Junior Subordinated Debentures” beginning o
page 16 of the accompanying prospectus.

Limited Purpose of Morgan Stanley Trust

The capital securities represent preferred undd/laeneficial interests in the assets of MorganI8jan
Trust. Morgan Stanley Trust exists for the soleppse of:

* issuing and selling the capital securities and comsecurities;

* investing the proceeds from the sale of the capéalrities and common securities in the junior
subordinated debentures; and

e engaging in only those other activities necessargyenient or incidental to these purposes.

A principal difference between the rights of a lesldf a capital security and a holder of a junior
subordinated debenture is that a holder of a jusubordinated debenture is entitled to receive from
Morgan Stanley payments on junior subordinated uelbes held by the holder, while a holder of cdpita
securities is entitled to receive distributionsotrer amounts payable with respect to the capizlisties
from Morgan Stanley Trust or from Morgan Stanlegenthe guarantee only if and to the extent Morgan
Stanley Trust has funds available for the paymétiase distributions.
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Rights upon Dissolution

The holders of the capital securities are entitterbceive, out of assets held by Morgan Stanlexsfla
distribution in cash upon any voluntary or involamyt dissolution, winding-up or liquidation of Monga
Stanley Trust that does not involve the distriboitd the junior subordinated debentures, after Morg
Stanley Trust has paid or made reasonable provisipay, in accordance with Section 3808(e) of the
Delaware Statutory Trust Act, the liabilities owtedts creditors as required by applicable law. See
“Description of Capital Securities—Liquidation Digtution upon Dissolution” beginning on page S-26.

In the event of any voluntary or involuntary liqattbn or bankruptcy of Morgan Stanley, Morgan Sggnl
Trust, as registered holder of the junior suboridalebentures, would be a subordinated creditor of
Morgan Stanley, subordinated and junior in righpayment to all Morgan Stanley’s senior indebtednes
but entitled to receive payment in full of all anmbai payable with respect to the junior subordinated
debentures before any stockholders of Morgan Staeleive payments or distributions. Since Morgan
Stanley is the guarantor under the guarantee amddraed to pay for all costs, expenses and ligisilof
Morgan Stanley Trust (other than withholding taaed Morgan Stanley Trust’s obligations to the hdde
of the capital securities and common securitiés positions of a holder of the capital securiéied a
holder of the junior subordinated debentures netattd other creditors and to stockholders of Morgan
Stanley in the event of liquidation or bankruptéyMmorgan Stanley are expected to be substantiady t
same.
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UNITED STATES FEDERAL INCOME TAX CONSEQUENCES
General

In the opinion of Davis Polk & Wardwell, tax couhs@® Morgan Stanley and Morgan Stanley Trust, the
following discussion summarizes the material UeBlefal income tax consequences of the purchase,
ownership and disposition of the capital securities

This discussion is based on the Internal Revenuwe ©61986, as amended (the “Code”), administrative
pronouncements, judicial decisions and final, terapoand proposed Treasury regulations, all abef t
date hereof, changes to any of which subsequéehetdate of this prospectus supplement may affect t
tax consequences described herein, possibly omaactive basis. The authorities on which this samnm
is based are subject to various interpretations tlais summary is not binding on the Internal Rexen
Service (“IRS”) or the courts, either of which couhke a contrary position. Moreover, no rulingseéna
been or will be sought from the IRS with respedhi® transactions described in this prospectuslsoEmnt.
Accordingly, there can be no assurance that thealR$®iot challenge the opinions expressed in this
section or that a court would not sustain suchaehge.



Except as otherwise stated, this summary dealswaitifycapital securities held as capital asseta hglder
who (i) purchased the capital securities upon pabissuance (an “Initial Holder”) at the “issuéce’ (as
defined below) and (ii) is a U.S. Holder (as defife=low). As used herein, the “issue price” shalkual
to the first price to the public (not including libhouses, brokers or similar persons or organizsticting
in the capacity of underwriters, placement agentstwlesalers) at which a substantial amount of the
capital securities is sold for money. It is expdctnd this discussion assumes, that the issue gfithe
capital securities is equal to their stated ligtimaamount. This summary does not address alisthe
consequences that may be relevant to a U.S. Haldedoes it address the tax consequence to hdlukrs
are not U.S. Holders or to holders that may beextlp special tax treatment, such as:

e certain financial institutions;
* insurance companies;
» dealers or certain traders in securities or foreigmencies;

» investors holding the capital securities as pag bédging transaction, “straddle,” conversion
transactionpr integrated transaction;

* U.S. Holders (as defined below) whose functionatency is not the U.S. dollar;

e partnerships or other entities classified as pestnps for U.S. federal income tax purposes;
» regulated investment companies;

* real estate investment trusts; or

» persons subject to the alternative minimum tax.

As used herein, the term “U.S. Holder” means a figiakowner of a capital security that is, for U.S
federal income tax purposes:

* acitizen or resident of the United States;

» acorporation, or other entity taxable as a cotpmmeor U.S. federal income tax purposes, created
or organized in or under the laws of the United Statesf any political subdivision thereof; or

» an estate or trust the income of which is subjgtl.S. federal income taxation regardless of its
source.

The term “U.S. Holder” also includes certain fornsgtizens and residents of the United States.
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HOLDERS SHOULD CONSULT THEIR OWN TAX ADVISORS WITH RESPECT TO THE TAX
CONSEQUENCES TO THEM OF THE PURCHASE, OWNERSHIP AND DISPOSITION OF THE
CAPITAL SECURITIES, INCLUDING THE TAX CONSEQUENCES UNDER STATE, LOCAL,



FOREIGN AND OTHER TAX LAWS AND THE POSSIBLE EFFECTS OF CHANGES IN U.S.
FEDERAL OR OTHER TAX LAWS.

Characterization of Morgan Stanley Trust

Under current law and based on the representafiacts, and assumptions set forth in this prospectus
supplement (and other relevant documents), andrasgufull compliance with the terms of the trust
agreement (and other relevant documents), MorgamleSt Trust will be characterized for U.S. federal
income tax purposes as a grantor trust and wilbeatharacterized as an association taxable as a
corporation. Accordingly, for U.S. federal inconag ppurposes, each holder of the capital securities
generally will be considered the owner of an urdidyd portion of the junior subordinated debentures
owned by Morgan Stanley Trust, and each U.S. Holdiébe required to include all income or gain
recognized for U.S. federal income tax purposeh véspect to its allocable share of the junior
subordinated debentures on its own income taxmetur

Characterization of the Junior Subordinated Debentues

Although the matter is not free from doubt, theigarsubordinated debentures will be characteripedJtS.
federal income tax purposes as indebtedness ofavidéganley. Furthermore, by purchasing the capital
securities, each holder agrees (in the absenae administrative pronouncement or judicial rulinghe
contrary) to treat the junior subordinated debesgas indebtedness of Morgan Stanley for U.S. &der
income tax purposes. The remainder of this disonsassumes that the junior subordinated debt srsuri
will be respected as indebtedness of Morgan Stdolely.S. federal income tax purposes.

Interest Income and Original Issue Discount

Under the terms of the junior subordinated debestuvlorgan Stanley has the ability to defer paysenft
interest from time to time. Treasury regulationslemSections 1273 and 1275 of the Code provide that
debt instruments like the junior subordinated délres will not be considered issued with origirssiie
discount (“OID") by reason of Morgan Stanley’s @ito defer payments of interest if the likelihoofi
such deferral is “remote.”

Morgan Stanley has concluded, and this discussisaraes (except where specifically indicated otheyi
that, as of the date of this prospectus supplentemtjkelinood of deferring payments of interestlar the
terms of the junior subordinated debentures is titefhwithin the meaning of the Treasury regulations
referred to above, in part because exercisingdaptbn generally would prevent Morgan Stanley from
declaring dividends on its capital stock and gelheveould prevent Morgan Stanley from making any
payments on debt securities that rank equal opjunithe junior subordinated debentures. Therethie
junior subordinated debentures will not be trea®dhitially having been issued with OID by reasdn
Morgan Stanley’s deferral option. Rather, statedrast on the junior subordinated debentures will
generally be taxable to a U.S. Holder as ordinacpime when paid or accrued in accordance with that
holder’s regular method of accounting for U.S. faflencome tax purposes. It should be noted, howeve
that it is possible that the IRS could take a pmsicontrary to the position described above.

If Morgan Stanley were to exercise its option téed@ayments of interest, the junior subordinated
debentures would be treated as redeemed and iEsu@ID purposes and the sum of the remaining
interest payments on the junior subordinated deivestwould thereafter be treated as OID, which doul
accrue, and be includible in a U.S. Holder’s tagahtome, on an economic accrual basis (regardfess
the U.S. Holder's regular method of accountingda®. federal income tax purposes) over the remginin
term of the junior subordinated debentures (inelgdiny period of interest deferral), without regardhe
timing of payments under the junior subordinatebem¢ures. The amount of OID that would accrue iy an
period would generally equal the amount of intetieat accrued on the junior subordinated debenfares
that period (including interest on deferred intBreSonsequently, during any period of interesedet,

U.S. Holders will include OID in gross income irvadce of the receipt of cash.
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If the possibility of Morgan Stanley’s exercisirtg bption to defer payments of interest were redtid as
remote, the junior subordinated debentures wouldldsged as initially having been issued with Oflan
amount equal to the aggregate stated interest.Otaivould generally be includible in a U.S. Holder
taxable income, over the term of the junior submaithd debentures, on an economic accrual basis as
described above.

Characterization of Income

Because the income underlying the capital secarnitiél not be characterized as dividends for incame
purposes, (i) corporate holders of the capital stes will not be entitled to a dividends-received
deduction for any income received or accrued orc#pétal securities and (ii) non-corporate indivatiu
holders will not be entitled to any preferential tate for any income received on the capital Séear

Receipt of Junior Subordinated Debentures upon Ligidation of Morgan Stanley Trust

Under certain circumstances described herein, Mo8janley Trust may distribute the junior subortida
debentures to holders in exchange for their capéalrrities and in liquidation of Morgan Stanleygir

See “Description of Capital Securities—Liquidatidrstribution upon Dissolution” in this prospectus
supplement. Except as discussed below, a distoibuat the junior subordinated debentures wouldogoh
taxable event for U.S. federal income tax purpoaed,each U.S. Holder would have an aggregatetadjus
basis for U.S. federal income tax purposes inthej subordinated debentures received equal toJtBe
Holder’'s aggregate adjusted basis in the capitalriees exchanged. For U.S. federal income taypses,

a U.S. Holder’s holding period in the junior suboeted debentures received in a liquidation of Morg
Stanley Trust would include the period during whilch capital securities were held by the holder.

Redemption for Cash

Under certain circumstances described in this gasis supplement, the junior subordinated debenture
may be redeemed for cash with the proceeds digtidbio holders in redemption of their capital séizs.
See “Description of Capital Securities” in this gpectus supplement. A redemption of the capital
securities would be taxable for U.S. federal incdeaepurposes, and a U.S. Holder would recogniie ga
or loss as if it had sold the capital securitiascfash. See “—Sales of Capital Securities” below.

Sales of Capital Securities

A U.S. Holder that sells capital securities wiltognize gain or loss equal to the difference betwise
adjusted basis in the capital securities and theuatrealized on the sale of the capital securities
Assuming that Morgan Stanley does not exerciseat®n to defer payments of interest on the junior
subordinated debentures, a U.S. Holder’s adjusasislin the capital securities generally will eiititial
purchase price. If, however, Morgan Stanley doesase its option to defer payments of interest thied
junior subordinated debentures are therefore degfoe®ID purposes, to be redeemed and reissudd wit
OID, a U.S. Holder’s basis in the capital secwsitienerally will be its initial purchase price, i@eased by
any OID included in the holder’s gross income t® dlate of disposition, and decreased by payments
received on the capital securities following suekmed reissuance. For these purposes, the amount
realized does not include any amount attributatkectrued interest, which will be taxed as desdribe
above under “Interest Income and Original Issue@isit.” Any gain or loss on the sale of the capital



securities generally will be capital gain or losgdept to the extent attributable to accrued isteies
described above), and generally will be long-teapital gain or loss if the capital securities hheen
held for more than one year prior to the date spdsition.

Backup Withholding and Information Reporting

Backup withholding may apply in respect of the amtsipaid to a U.S. Holder, unless such U.S. Holder
provides proof of an applicable exemption or aectrtaxpayer identification number, or otherwise
complies with applicable requirements of the backithholding rules. The amounts withheld under the
backup withholding rules are not an additionalaad may be refunded, or credited against the U.S.
Holder’'s U.S. federal income tax liabilitgrovidedthat the required information is furnished to IRS. In
addition, information returns will be filed withéHRS in connection with payments on the capital
securities and the proceeds from a sale or otseodition of the
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capital securities, unless the U.S. Holder provigte®f of an applicable exemption from the inforioat
reporting rules.

THE PRECEDING DISCUSSION IS ONLY A SUMMARY AND DOES NOT ADDRESS THE
CONSEQUENCES TO A PARTICULAR HOLDER OF THE PURCHASE , OWNERSHIP AND
DISPOSITION OF THE CAPITAL SECURITIES. POTENTIAL HO LDERS OF THE CAPITAL
SECURITIES ARE URGED TO CONTACT THEIR OWN TAX ADVIS ORS TO DETERMINE
THEIR PARTICULAR TAX CONSEQUENCES.
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CERTAIN ERISA CONSIDERATIONS

Each fiduciary of a pension, profit-sharing or atemployee benefit plan to which Title | of the Hoyee
Retirement Income Security Act of 1974 (“ERISA”)dies (a “Plan”), should consider the fiduciary
standards of ERISA in the context of the Plan’sipalar circumstances before authorizing an investim

in the capital securities. Accordingly, among otfaators, the fiduciary should consider whether the
investment would satisfy the prudence and divesgifon requirements of ERISA and would be conststen
with the documents and instruments governing taa.PI

Section 406 of ERISA and Section 4975 of the IraeRevenue Code prohibit Plans, as well as indadidu
retirement accounts and Keogh plans to which See8¥5 of the Internal Revenue Code applies (also
“Plans”), from engaging in specified transactiomgiving “plan assets” with persons who are “pariie
interest” under ERISA or “disqualified persons” endhe Internal Revenue Code (“Parties in Intejest”
with respect to such Plan. A violation of thosedtmibited transaction” rules may result in an ext¢#seor



other liabilities under ERISA and/or Section 497%he Internal Revenue Code for such persons, sinles
exemptive relief is available under an applicaléglgory or administrative exemption.

Employee benefit plans that are governmental pkasislefined in Section 3(32) of ERISA, certain chur
plans, as defined in Section 3(33) of ERISA, and-blcS. plans, as described in Section 4(b)(4) ofS2R

are not subject to the requirements of ERISA ottiSe@ 975 of the Internal Revenue Code, but may be
subject to similar rules under other applicabledawdocuments (“Similar Laws”).

Under ERISA and a regulation (the “Plan Assets Ren”) issued by the U.S. Department of Laboe, th
assets of Morgan Stanley Trust would be deemee tplan assets” of a Plan for purposes of ERISA and
Section 4975 of the Internal Revenue Code if a Rlakes an “equity” investment in Morgan Stanleystru
and no exception were applicable under the Plaetd$egulation. An “equity interest” is defined end
the Plan Assets Regulation as any interest in tity@ther than an instrument that is treated as
indebtedness under applicable local law and whighrto substantial equity features and specifically
includes a beneficial interest in a trust.

If the assets of Morgan Stanley Trust were deemdxt‘plan assets,” the persons providing senticdse
assets of Morgan Stanley Trust may become Partiggerest with respect to an investing Plan ang bea
governed by the fiduciary responsibility provisiasfsTitle | of ERISA and the prohibited transaction
provisions of ERISA and Section 4975 of the InteRevenue Code with respect to transactions inaglvi
those assets.

In this regard, if the person or persons with @isonary responsibilities over the junior subordéaa
debentures or the guarantee were affiliated witligdo Stanley, any such discretionary actions taken
regarding those assets could be deemed to coasifotohibited transaction under ERISA or the haer
Revenue Code(g, the use of such fiduciary authority or resporigibin circumstances under which
those persons have interests that may conflict thighinterests of the investing Plans and affeet th
exercise of their best judgment as fiduciaries).

Under an exception contained in the Plan AssetsiR8gn, the assets of Morgan Stanley Trust wouwld n
be deemed to be “plan assets” of investing Platigitapital securities are “publicly-offered séites” -
that is, they are:

» widely held,i.e., owned by more than 100 investors independentarfyh Stanley Trust and of
eachother;

» freely transferable; and

» sold to a Plan as part of an offering pursuannteféective registration statement under the
Securities Acbf 1933 (the “Securities Act”), and then timely itgred under Section 12(b) or
12(g) of the ExchangAct.

Morgan Stanley expects that the capital secunitidsneet the criteria of “publicly-offered secugs”
above, although no assurance can be given indgerd. The underwriters expect that the capitalriges
will be held by at least 100 independent invesébithe conclusion of the offering and that the @pi
securities will be freely
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transferable. The capital securities will be s@dart of an offering under an effective registrati
statement under the Securities Act, and then willilmely registered under the Exchange Act.

All of the common securities will be purchased &ettl by Morgan Stanley. Even if the assets of Morga
Stanley Trust are not deemed to be “plan assetBtasfs investing in Morgan Stanley Trust, specified
transactions involving Morgan Stanley Trust coutddeemed to constitute direct or indirect prohibite
transactions under Section 406 of ERISA and Sed®8itb of the Internal Revenue Code regarding an
investing Plan.

For example, if Morgan Stanley were a Party inregéwith respect to an investing Plan, eitheratliyeor

by reason of the activities of one or more of ffdiates, extensions of credit between Morgan &gmnd
Morgan Stanley Trust, as represented by the junibordinated debentures and the guarantee, waelgt i
be prohibited by Section 406(a)(1)(B) of ERISA &wttion 4975(c)(1)(B) of the Internal Revenue Code,
unless exemptive relief were available under ariggdde administrative exemption.

The U.S. Department of Labor has issued five piitgdltransaction class exemptions (“PTCES”) thay ma
provide exemptive relief for direct or indirect pibited transactions resulting from the purchaskabdding
of the capital securities. Those class exemptioas a

 PTCE 96-23, for specified transactions determinethkhouse asset managers;

« PTCE 95-60, for specified transactions involvingurance company general accounts;

« PTCE 91-38, for specified transactions involvingkaollective investment funds;

« PTCE 90-1, for specified transactions involvinguirece company separate accounts; and

» PTCE 84-14, for specified transactions determinethependent qualified professional asset
managers.

In addition, Section 408(b)(17)(A) of ERISA providan exemption covering sales and purchases of
securities and lending transactions between adtidra party in interest for adequate consideration,
providedthat the party in interest is a party in intetesthe Plan solely because of a service provider
relationship to the Plan (or an affiliation witiPé&n service provider) and neither the party ieri@s$t nor
any of its affiliates have or exercise discretiathwespect to the assets of the Plan involvethén t
transactions (the “Statutory Exemption”).

The capital securities may not be purchased orhweklhy Plan, any entity whose underlying assetside
“plan assets” by reason of any Plan’s investmetiténentity (a “Plan Asset Entity”) or any person
investing “plan assets” of any Plan, unless thelpaser or holder is eligible for the exemptiveatkl
available under PTCE 96-23, 95-60, 91-38, 90-1401.48 or there is some other basis on which the
purchase and holding of the securities by the BtdPlan Asset Entity is not prohibited.

Any purchaser or holder of the capital securitiearyy interest in the capital securities will behed to
have represented by its purchase and holding ttinetre

e jtis not a Plan or a Plan Asset Entity and ispuoithasing such securities on behalf of or with
“plan assets” of any Plan; or

e itis not a governmental, non-U.S. or church pldmclv is subject to Similar Laws; or

« itis eligible for the exemptive relief availablader PTCE 96-23, 95-60, 91-38, 90-1, 84-14 or the
Statutory Exemption or Similar Laws with respecsth purchase or holding; or



» there is no basis on which the purchase and holchtd constitute a prohibited transaction under
Section406 of ERISA, Section 4975 of the Internal Reve@oee or any Similar Laws.

Due to the complexity of these rules and the pasathat may be imposed upon persons involved i no
exempt prohibited transactions, it is particulanhportant that fiduciaries or other persons coméige
purchasing the capital securities on behalf of itih Viplan assets” of any Plan or a governmentaih-toS.
or church plan

S-58

consult with their counsel regarding the poterg@sequences if the assets of Morgan Stanley Werst
deemed to be “plan assets” and the availabilitpp@mptive relief under PTCE 96-23, 95-60, 91-38190
or 84-14 or any other exemptive relief.

Purchasers of the capital securities have the sixeluesponsibility for ensuring that their purahasnd
holding of the capital securities does not violée prohibited transaction rules of ERISA or thel€oThe
sale of any capital securities to a Plan, Plan fASe&ty or any other benefit plan investor (“Beih&flan
Investor”) is in no respect a representation by §éor Stanley or any of its affiliates or represaewatthat
such an investment meets all relevant legal remergs with respect to investments by such Benédit P
Investors generally or any particular Benefit Pllavestor, or that such an investment is appropfiate
such Benefit Plan Investors generally or any paldicBenefit Plan Investor.
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UNDERWRITERS

Under the terms and subject to the conditions afraderwriting agreement dated as of the date ef thi
prospectus supplement, the underwriters named béwwhom Morgan Stanley & Co. Incorporated is
acting as representative, have severally agrepdrithase, and Morgan Stanley Trust has agreed! to se
them, severally, the respective number of capé@alsties set forth opposite their names below.

Number of
Capital

Name Securities
Morgan Stanley & Co. Incorporated 6,090,001
Citigroup Global Markets Inc 6,090,001
Merrill Lynch, Pierce, Fenner & Smith Incorporated 6,090,001
UBS Securities LLC 6,090,001
Wachovia Capital Markets, LLC 6,090,001
A.G. Edwards & Sons, Inc 2,000,001

RBC Dain Rauscher Inc 2,000,00!



HSBC Securities (USA) Inc.

Wells Fargo Securities, LLC

ABN AMRO Incorporated

Banc of America Securities LLC
Barclays Capital Inc.

BB&T Capital Markets, a division of Scott & Strirejfow, Inc.
Bear Stearns & Co. Inc.

Charles Schwab & Co., Inc.
Deutsche Bank Securities Inc.
H&R Block Financial Advisors, Inc.
J.P. Morgan Securities Inc.

KeyBanc Capital Markets, a division of McDonald éstments Inc.

Oppenheimer & Co. Inc.

Raymond James & Associates, Inc.
SunTrust Capital Markets, Inc.

TD Waterhouse Investor Services, Inc.
B.C. Ziegler and Company
Blaylock & Company, Inc.

City Securities Corporation

CL King & Associates, Inc.

Crowell, Weedon & Co.

D.A. Davidson & Co.

Davenport & Company LLC

David A. Noyes & Company

Doley Securities, LLC

Ferris, Baker, Watts Incorporated
Guzman & Company

J.B. Hanauer & Co.

J.J.B. Hilliard, W.L. Lyons, Inc.
Janney Montgomery Scott LLC
Jeffries & Company, Inc.

Loop Capital Markets LLC

McGinn, Smith & Co., Inc.

Mesirow Financial, Inc.

Morgan Keegan & Company, Inc.
Pershing LLC

Piper Jaffray & Co.

Robert W. Baird & Co. Incorporated
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400,000
400,000
200,000
200,000
200,000
200,000
200,000
200,000
200,000
200,000
200,000
200,000
200,000
200,000
200,000
200,000
65,000
65,000
65,000
65,000
65,000
65,000
65,000
65,000
65,000
65,000
65,000
65,000
65,000
65,000
65,000
65,000
65,000
65,000
65,000
65,000
65,000
65,000




Ryan, Beck & Co. 65,000

Samuel A. Ramirez & Co., Inc. 65,000
Sanders Morris Harris Inc. 65,000
Southwest Securities, Inc. 65,000
Stifel, Nicolaus & Company, Incorporated 65,000
Utendahl Capital Group, LLC 65,000
Wedbush Morgan Securities Inc. 65,000
William Blair & Company L.L.C 65,000
Total 40,000,000

The underwriters are offering the capital secisitiabject to their acceptance of the securities fro
Morgan Stanley Trust and subject to prior sale. Ui@erwriting agreement provides that the obligetiof
the several underwriters to pay for and accepvesfiof the capital securities are conditioned uhan
delivery of legal opinions by their counsel. Thelarwriters are obligated to purchase all the chpita
securities, other than those covered by the understrover-allotment option, if any capital secie$ are
purchased.

The underwriters initially propose to offer the itapsecurities directly to the public at the pahdiffering
price set forth on the cover page of this prosmestipplement. The underwriters may also offer tystal
securities to securities dealers at a price th@esents a concession not in excess of $.50 péakap
security. Any underwriter may allow, and dealers/meallow, a concession not in excess of $.45 per
capital security to certain other dealers. After ithitial offering of the capital securities, thifesing price
and other selling terms may from time to time barged by the underwriters.

Because the proceeds from the sale of the capitakisies will be used to purchase the junior sdbmted
debentures issued by Morgan Stanley, the undengriéggreement provides that Morgan Stanley will joay
the underwriters as compensation for their sern§c@875 per capital security or $31,500,000 in the
aggregate, or $36,225,000 in the aggregate if tidemwriters purchase all the additional securities
which they are entitled under their over-allotmeption. Morgan Stanley’s offering expenses, not
including underwriting discounts and commissions, gstimated to be approximately $500,000.

Morgan Stanley Trust has granted to the underwgraeroption, exercisable for 30 days from the date
this prospectus supplement, to purchase up to ditiathl 6,000,000 capital securities at the public
offering price on the cover page of this prospestysplement. The underwriters may exercise thieopt
solely to cover over-allotments, if any, made immection with this offering. Morgan Stanley willypto
the underwriters compensation in the amount peitalagecurity stated above for any additional cpit
securities. If the option is exercised, each undéswwill be obligated, subject to certain condliits, to
purchase approximately the same percentage ofi@ualittapital securities as the number set forttt te
the underwriter's name in the preceding table btatise total number of capital securities offebgdhe
underwriters.

Morgan Stanley and Morgan Stanley Trust have agttestd without the prior written consent of Morgan
Stanley & Co. Incorporated, on behalf of the undéess, they will not, during the period beginniag the
date of the underwriting agreement and continuingrtd including the closing under the underwriting
agreement:

« offer, pledge, sell, contract to sell, sell anyioptor contract to purchase, purchase any option or
contractto sell, grant any option, right or warrant to fhase, lend or otherwise transfer or
dispose of, directly oindirectly, any securities of Morgan Stanley or igan Stanley Trust that



are substantially similar to theapital securities or securities convertible int@xercisable or
exchangeable for such securities; or

« enter into any swap or other arrangement that feesigo another, in whole or in part, any of the
economicconsequences of ownership of such securities,

whether any transactions described above are settled by securities, in cash or otherwise, exiretite
offering.

Prior to this offering, there has been no publicketfor the capital securities. Morgan StanleysEmvill
apply to list the capital securities on the New i¥8tock Exchange. In order to meet one of the
requirements for listing
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the capital securities on the New York Stock Exg®arthe underwriters intend to sell capital semsito a
minimum of 400 beneficial holders in lots of 10(ital securities or more. If the listing is apprdve
trading of the capital securities on the New Yot&c® Exchange is expected to commence within 3@ day
after they are first issued. The underwriters reddsed Morgan Stanley Trust that they presentignid to
make a market in the capital securities prior mtbmmencement of trading on the New York Stock
Exchange. The underwriters are not obligated toensaknarket in the capital securities, however,raag
discontinue market making activities at any timéheut notice. No assurance can be given as to the
liquidity of any trading market for the capital seities.

Morgan Stanley and Morgan Stanley Trust have agieé@diemnify the underwriters and certain other
persons against certain liabilities, including lidiles under the Securities Act, and to contribtate
payments the underwriters may be required to makiethe Securities Act.

No action has been or will be taken by Morgan &taok any underwriter that would permit a public
offering of the capital securities or possessiodistribution of this prospectus supplement or the
accompanying prospectus or any other offering redteglating to the capital securities in any jdieion,
other than the United States, where action forphgbose is required. No offers, sales or deligeoithe
capital securities, or distribution of this prosjpscsupplement or the accompanying prospectusyor an
other offering material relating to the capital wgties, may be made in or from any jurisdictiorcept in
circumstances which will result in compliance watty applicable laws and regulations and will not
impose any obligations on Morgan Stanley or anyemwdter.

Each underwriter has represented and agreed thalt @omply with all applicable laws and regulat®in
force in any jurisdiction in which it purchasesfer$, sells or delivers the capital securities @sggsses or
distributes this prospectus supplement and thenaganying prospectus and will obtain any consent,
approval or permission required by it for the pas#, offer or sale by it of the capital securitiager the
laws and regulations in force in any jurisdictionvthich it is subject or in which it makes purclasefers
or sales and Morgan Stanley will not have respdlitgibtherefor.

The capital securities are not being offered od saitside of the United States.

In order to facilitate the offering of the capitacurities, the underwriters may engage in traisathat
stabilize, maintain or otherwise affect the pri€¢he capital securities. Specifically, the undéters may
over-allot in connection with the offering, creaia short position in the capital securities faitiown



account. A short sale is covered if the short jpmsis no greater than the number of capital séesri
available for purchase by the underwriters undermtver-allotment option. The underwriters can close
a covered short sale by exercising the over-allatroption or purchasing capital securities in thero
market. In determining the source of capital s¢i@sito close out a covered short sale, the undternar
will consider, among other things, the open mapkite of the capital securities compared to theepri
available under the over-allotment option. The umdiéers may also sell capital securities in excafsthe
over-allotment option, creating a naked short jpasitThe underwriters must close out any nakedtshor
position by purchasing capital securities in theromarket. A naked short position is more likelypto
created if the underwriters are concerned thaethey be downward pressure on the price of thaatapi
securities in the open market after pricing thatld@dversely affect investors who purchase capital
securities in the offering. As an additional meahfacilitating the offering of capital securitigbe
underwriters may bid for and purchase these cagtalrities in the open market to stabilize thegoaf
these capital securities. Finally, the underwritiygdicate may reclaim selling concessions alloteeah
underwriter or a dealer for distributing the calpitecurities in the offering, if the syndicate reghases
previously distributed capital securities in trast&ans to cover syndicate short positions, in dizddion
transactions or otherwise. Any of these activitiesy stabilize or maintain the market price of thpital
securities above independent market levels or ptemeretard a decline in the market price of thpital
securities. The underwriters are not required fgage in these activities, and may end any of these
activities at any time.

This prospectus supplement and the accompanyirgppotus may be used by Morgan Stanley & Co.
Incorporated and Morgan Stanley affiliates in castioe with offers and sales of the capital secesitin
market-making transactions at negotiated pricegedlto prevailing market prices at the time oé sal
otherwise. Morgan Stanley & Co. Incorporated anddda Stanley affiliates may act as principal orrage
in such transactions.

S-62

Morgan Stanley & Co. Incorporated is a wholly-owrsedbsidiary of Morgan Stanley. The Administrators
appointed by Morgan Stanley Trust are employeeasfarers of Morgan Stanley & Co. Incorporated ar it
affiliates. The participation of Morgan Stanley & Gncorporated in the offering of the capital s#ees

will be conducted in compliance with Rule 2720twé Conduct Rules of the National Association of
Securities Dealers, Inc.

Because the National Association of Securities &salnc. (“NASD”) is expected to view the capital
securities offered hereby as interests in a dpadicipation program, the offering is being madle i
compliance with Rule 2810 of the NASD’s ConductéulThe underwriters and any dealers utilizedén th
sale of capital securities do not intend to confeaes to accounts over which they exercise discraty
authority without the prior specific written appedwof such customers.

It is expected that delivery of the capital sedesitvill be made against payment therefor on ouatie
date specified in the last paragraph of the coagemf this prospectus supplement, which will ke th
fourth business day following the date of the prgcof the capital securities. Under Rule 15c6-thef
Exchange Act, trades in the secondary market giyara required to settle in three business dagtess
the parties to any such trade expressly agreewigerAccordingly, purchasers who wish to tradeiteap
securities on the date of pricing will be requirky virtue of the fact that the capital securifig@gally will
settle in T+4, to specify alternative settlememaiagements to prevent a failed settlement.

VALIDITY OF SECURITIES



The validity of the capital securities will be padn for Morgan Stanley Trust by Richards, Lay&on
Finger, P.A. The validity of the junior subordindtgebentures and the guarantee will be passedfapon
Morgan Stanley by Davis Polk & Wardwell. Certaigdé matters relating to the securities will be pass
upon for the underwriters by Sidley Austin LLP. I8idAustin LLP has in the past represented Morgan
Stanley and continues to represent Morgan Stameyregular basis and in a variety of matters.

EXPERTS

The consolidated financial statements and finarst&tement schedules of Morgan Stanley and its
subsidiaries, at November 30, 2005 and 2004 anddohn of the three fiscal years in the period ended
November 30, 2005, and management'’s report onfteetigeness of internal control over financial
reporting, which are incorporated in this prospscupplement by reference to Morgan Stanley’s Ahnua
Report on Form 10-K for the fiscal year ended Nolken80, 2005, filed on February 13, 2006 (“2005
Form 10-K”), have been audited by Deloitte & Touthd>, an independent registered public accounting
firm, as stated in their reports dated Februa3086, which are incorporated herein by referendadv
reports (1) express an unqualified opinion on tresolidated financial statements and the relatezhfiial
statement schedules and include an explanatorgizena relating to the adoption of Statement of
Financial Accounting Standards (SFAS) No. 123(Rar8iBased Payment and, in the case of the reports
on the consolidated financial statements, the ohamglassification of repurchase transactiondé t
consolidated statement of cash flows, (2) expraasgualified opinion on management’s assessment
regarding the effectiveness of internal controlrdireancial reporting, and (3) express an unquedifi
opinion on the effectiveness of internal controéiofinancial reporting).

With respect to the unaudited interim financiabimhation for the periods ended February 28, 20@6 an
2005 and May 31, 2006 and 2005, which is incorgat&terein by reference, Deloitte & Touche LLP, an
independent registered public accounting firm, hegwglied limited procedures in accordance with
standards of the Public Company Accounting Ovetdgtard (United States) for a review of such
information. However, as stated in their reporthiflv reports included an explanatory paragraphingla
to the change in accounting policy for recognitidrequity awards granted to retirement-eligible
employees) included in Morgan Stanley’'s Quarterp&t on Form 10-Q for the quarterly periods ended
February 28, 2006 and May 31, 2006, and incorpdragereference herein, they did not audit and they
not express an opinion on such interim financirimation. Accordingly, the degree of reliance bait
reports on such information should be restrictelbimt of the limited nature of the review proceesir
applied. Deloitte & Touche LLP are not subjecttte tiability provisions of Section 11 of the Seties

Act for their reports on the unaudited interim ficgal information because those reports are nairter

a part of
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the registration statement prepared or certifiedipyccountant within the meaning of Sections 7ldnaf
the Securities Act.

Effective August 31, 2006, Morgan Stanley electadyeapplication of Staff Accounting Bulletin 108,
Considering the Effects of Prior Year Misstatemeviten Quantifying Misstatements in Current Year
Financial Statements (“SAB 108”). SAB 108 permiterigan Stanley to adjust prior year financial
statements for immaterial errors in the carryingoant of assets and liabilities as of the beginmhthe
current fiscal year, with an offsetting adjustmeratde to the opening balance of retained earningsso
permits the adjustment of prior period quarterhaficial statements within the current fiscal year f
immaterial errors by adjusting the applicable ficiahstatement line items when such informationest



presented. Such adjustments do not require prdyi€ile reports with the U.S. Securities and Exopa
Commission to be amended. As disclosed in Morganl&y's September 20, 2006 Current Report on
Form 8-K (“Form 8-K”"), Morgan Stanley will adjudsiopening financial position for fiscal 2006 atwl i
financial results for the first two quarters ofciid 2006 in accordance with SAB 108. The net adjest to
the opening financial position in fiscal 2006 das#d in the Form 8-K was that shareholders' equaty
overstated by ($34) million when compared to threvfmusly reported shareholders’ equity in the
November 30, 2005 Form 10-K. The net adjustmeobimprised of an ($84) million adjustment related to
outstanding trust preferred securities, as wed $88 million adjustment related to the overaccaial
certain payroll taxes which arose in fiscal 200@tigh fiscal 2006 and a $12 million adjustmentteslao
the amortization expense associated with stockebesmpensation awards which arose in fiscal 20@3 an
2004. Please refer to the Form 8-K for further iinfation.
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PROSPECTUS

Morgan Stanley Capital Trust VI|I

Morgan Stanley Capital Trust VII|
Morgan Stanley Capital Trust | X
Morgan Stanley Capital Trust X

CAPITAL SECURITIES

guaranteed by

Morgan Stanley

The Morgan Stanley Capital Trusts may offer fraometito time capital securities guaranteed by Morgan
Stanley. This prospectus describes the generaktefrthese securities and the general manner ichvhi
we and the Morgan Stanley Capital Trusts will offeg securities. The specific terms of any seasritve
and the Morgan Stanley Capital Trusts offer willibeluded in a supplement to this prospectus. The
prospectus supplement will also describe the speviénner in which we and the Morgan Stanley Cépita
Trusts will offer the securities. This prospectusymot be used to sell securities unless accomgdnjiea
prospectus supplement.



”ou

As used in this prospectus, except as otherwisgfigak the terms “Morgan Stanley,” “we,” “us” and

“our” refer to Morgan Stanley excluding its conslalied subsidiaries.

The Securities and Exchange Commission and steteises regulators have not approved or
disapproved these securities or determined if phispectus is truthful or complete. Any represéotato
the contrary is a criminal offense.

The securities are not insured or protected bySkeurities Investor Protection Corporation or arther
governmental agency.

MORGAN STANLEY

January 25, 2006

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, gretatements and other information with the SEQu Yo
may read and copy any document we file at the SBEGdic reference room at 100 F Street, N.E. Room
1580, Washington, D.C. 20549. Please call the SEE880-SEC-0330 for further information on the
public reference room. In addition, the SEC mairtda website that contains reports, proxy statesreamd
other information that we electronically file. Thddress of the SEC’s website is http://www.sec.gov.

This prospectus is part of a registration statementiled with the SEC. This prospectus omits some
information contained in the registration stateniergccordance with SEC rules and regulations. You
should review the information and exhibits in tegistration statement for further information oramsl
our consolidated subsidiaries and the securitieandethe Morgan Stanley Capital Trusts are offering
Statements in this prospectus concerning any docume filed as an exhibit to the registration statat
or that we otherwise filed with the SEC are no¢itted to be comprehensive and are qualified by
reference to these filings. You should review tbmplete document to evaluate these statements.

Our common stock, par value $0.01 per share,tedlisn the New York Stock Exchange, Inc. and the
Pacific Exchange, Inc. under the symbol “MS.” Yoayninspect reports, proxy statements and other
information concerning us and our consolidated islignses at the offices of the New York Stock
Exchange, Inc., 20 Broad Street, New York, New YB0KRO05, and the Pacific Exchange, Inc., 115
Sansome Street, San Francisco, California 94104.

The SEC allows us to incorporate by reference nafiche information we file with them, which means
that we can disclose important information to yguéferring you to those publicly available docursen
The information that we incorporate by referencthia prospectus is considered to be part of this
prospectus. Because we are incorporating by refertrure filings with the SEC, this prospectus is



continually updated and those future filings maydifioor supersede some of the information included
incorporated by reference in this prospectus. means that you must look at all of the SEC filitiyest we
incorporate by reference to determine if any ofdtaements in this prospectus or in any document
previously incorporated by reference have been fieador superseded. This prospectus incorporates by
reference the documents listed below and any fitiimgs we make with the SEC under Section 13(a),
13(c), 14 or 15(d) of the Securities Exchange Adt384, other than information in the documents or
filings that is deemed to have been furnished andiled, until we and the Morgan Stanley Capitali§ts
complete our offering of the securities to be issueder the registration statement or, if lateg, date on
which any of our affiliates cease offering andisglthese securities:

Annual Report on Form 10-K for the fiscal year eshilovember 30, 2004, as updated by Exhibit
99.1 ofour Current Report on Form 8-K filed on October 2@Q05;

Quarterly Reports on Form 10-Q for the quarterlsiqguts ended February 28, 2005 and May 31,
2005,each as updated by Exhibit Nos. 99.2 and 99.3entisely, of our Current Report on Form
8-K filed on October 12, 2005;

Quarterly Report on Form 10-Q for the quarterlyipeiended August 31, 2005; and

Current Reports on Form 8-K dated December 13, 208dember 21, 2004, January 5, 2005,
January 142005 (both reports), January 21, 2005, March 3528arch 17, 2005, March 23,
2005, March 28, 2008both reports), April 1, 2005, April 2, 2005, Ap4| 2005, April 6, 2005,
April 13, 2005, April 30, 2005May 4, 2005, May 13, 2005, May 16, 2005, May 18)2Qune
13, 2005 (as amended by a Form 8-Kilad on June 14, 2005), June 22, 2005, June 21,20
June 30, 2005 (three reports), July 11, 2005, Autyas2005 (both reports), August 31, 2005,
September 2, 2005, September 6, 2005, SeptemB609,September 19, 2005, September 21,
2005, October 12, 2005 (the Current Report datediec 12, 200%updates the historical
financial statements and Management’s Discussidnfaralysis of FinanciaCondition and
Results of Operations included in our Annual ReparEorm 10-K for the fiscal year ended
November 30, 2004 and Quarterly Reports on Forr® I06r the periods ended February 28, 2005
and May

31, 2005 for certain discontinued operations aeditansfer of the principal components of the resiidl
mortgage loan business from the Discover busireetiset Institutional Securities business), Octolder 3
2005; November 14, 2005, November 22, 2005 (2gd)n December 2, 2005, December 12, 2005,
December 20, 2005 (2 filings), December 21, 20G5Jmuary 10, 2006.

You can request a copy of these documents, exgualihibits not specifically incorporated by referen
into these documents, at no cost, by writing apbbning us at the following address:

Morgan Stanley
1585 Broadway
New York, New York 10036
Attention: Investor Relations
(212) 761-4000



There are no separate financial statements of trgdh Stanley Capital Trusts in this prospectus.dé/e
not believe these financial statements would besriedtto holders of the capital securities because:

» the Morgan Stanley Capital Trusts are special mepntities that will not have any independent
operations other than issuing capital securiti@s@mmon securities, which are together referred
to as“trust securities,” holding junior subordinated dabures of Morgan Stanley as trust assets
and othemecessary or incidental activities as describadigprospectus or any applicable
prospectus supplemerand

* Morgan Stanley guarantees the payments on theatapiturities of the Morgan Stanley Capital
Trusts.

We do not expect any of the Morgan Stanley Capitasts will be subject to the reporting requirensewft
the Securities Exchange Act of 1934,

MORGAN STANLEY

Morgan Stanley is a global financial firm that,dbgh its subsidiaries and affiliates, providegpitsducts
and services to a large and diversified group iehts and customers, including corporations, gavemts,
financial institutions and individuals. Morgan S&nwas originally incorporated under the lawstaf t
State of Delaware in 1981, and its predecessor aorap date back to 1924. Morgan Stanley condugts it
business from its headquarters in New York, itsaegl offices and branches throughout the UnitedeSt
and its principal offices in London, Tokyo, Hong tpand other world financial centers. Morgan Stanle
maintains leading market positions in each of itsilbess segments — Institutional Securities, Retail
Brokerage, Asset Management and Discover.

Morgan Stanley’s Institutional Securities businiestudes:

* Investment bankingncluding securities underwriting and distributiand financial advisory
servicesjncluding advice on mergers and acquisitions, vestirings, real estate and project
finance.

« Sales, trading, financing and market-making adtgiin equity securities and related products
and fixedincome securities and related products, includargifin exchange and commodities.



» Other activities such as principal investing and real estate imvest management; providing
benchmarkndices and risk management analytics; and research

Morgan Stanley’s Retail Brokerage business includes

» Comprehensive brokerage, investment and finanei@icesdesigned to accommodate individual
investment goals and risk profiles.

Morgan Stanley's Asset Management business includes

* Global asset management products and servicesifiividual and institutional investorshrough
threeprincipal distribution channels: a proprietary chelnconsisting of Morgan Stanley’'s
representatives; mon-proprietary channel consisting of third-panghker-dealers, banks,
financial planners and othertermediaries; and Morgan Stanley’s institutioclannel.

Morgan Stanley’s Discover business includes:

» Discover Financial Servicesvhich offers Discover®-branded cards and oth&somer finance
productsand services.

» Discover Networka network of merchant and cash access locatiomsply in the United States
andPULSE EFT Association, Inc., a U.S.-based automiztéet machine/debit network.

e Consumer Banking Group Internationathich includes Morgan Stanley-branded cards and
personal loamproducts in the United Kingdom.

Morgan Stanley’s principal executive offices ards85 Broadway, New York, New York 10036, and its
telephone number is (212) 761-4000. Under this ingadUse of Proceeds” and “Consolidated Ratios of
Earnings to Fixed Charges and Earnings to Fixedd&lsaand Preferred Stock Dividends,” the terms
“Morgan Stanley,” “we,” “us” and “our” include Moan Stanley and its consolidated subsidiaries.
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THE MORGAN STANLEY CAPITAL TRUSTS

We created the Morgan Stanley Capital Trusts, e&g¥hich is a Delaware statutory trust, pursuaritust
agreements and the filing of certificates of tnih the Delaware Secretary of State. We will execu
amended and restated trust agreements for the M&tgaley Capital Trusts, referred to in this pextps
as the “trust agreements,” which will state thenteand conditions for the Morgan Stanley Capitaists
to issue and sell their trust securities. We h#ed f form of trust agreement as an exhibit to the
registration statement of which this prospectusmfoa part. We, as holder of the common securitiesnd
to select our employees, officers or affiliates¢ove as administrators of the Morgan Stanley @apit
Trusts.

Each Morgan Stanley Capital Trust exists solely to

* issue and sell its trust securities;



* use the proceeds from the sale of its trust séesitid purchase Morgan Stanley’s junior
subordinatediebentures; and

e engage in other activities that are necessary,amuaut or incidental to the above purposes (such
asregistering the transfer of trust securities).

Accordingly, our junior subordinated debentured b the sole assets of each Morgan Stanley Capital
Trust, and payments under the junior subordinaédxatures owned by each Morgan Stanley Capitak Trus
will be its sole source of revenues.

We will hold directly or indirectly all of the comom securities of each of the Morgan Stanley Capital
Trusts. Unless otherwise specified in the appliegdibspectus supplement, the common securities will
represent an aggregate liquidation amount equatl lleast 3% of each Morgan Stanley Capital Trustal
capitalization. The capital securities will repnaisthe remaining percentage of each Morgan Stanley
Capital Trust’s total capitalization. The commogg#ties will have terms substantially identical &md

will rank equal in priority of payment with, thepital securities. However, if there is an eventiefault
under, or if Morgan Stanley defaults in payments dader, the junior subordinated debentures owged b
Morgan Stanley Capital Trust, then distributioreglemption payments and liquidation payments must be
paid to the holders of the capital securities at thust before any payments are paid to the heldithe
common securities of that trust. Unless otherwisiied in the applicable prospectus supplemexth e
Morgan Stanley Capital Trust will have a term opagimately 50 years from the initial issue datétef
capital securities, but may dissolve earlier avidex in the applicable trust agreement and desdrib

the applicable prospectus supplement. Unless otberspecified in the applicable prospectus supphme
the name and address of the Delaware trustee ¢bridargan Stanley Capital Trust will be The Bank of
New York (Delaware), White Clay Center, Route 2M8wark, Delaware 19711, and the name and address
of the property trustee, the guarantee trustedtanthdenture trustee for each Morgan Stanley @hpit
Trust will be The Bank of New York, 101 Barclay &it, Floor 8 West, New York, New York 10286.

The capital securities will be guaranteed by udessribed in this prospectus and the applicablspectus
supplement.

Only we, as direct or indirect owner of the comnsexurities, can remove or replace the adminisgator
addition, we can increase or decrease the numtsdroinistrators. Also, we, as direct or indirecldeo of
the common securities, will generally have the siglet to remove or replace the property trusteg an
Delaware trustee. However, if a default with respeche junior subordinated debentures occurs, tbe
long as that default is continuing, the holders afiajority in liquidation amount of the outstandogpital
securities of that trust may remove and replacetbperty trustee and Delaware trustee for that @t
any time.

We will pay all fees and expenses related to tigamization of the Morgan Stanley Capital Trusts ted
offering of the capital securities. We will alsoyl ongoing costs and expenses of the Morganl&tan
Capital Trusts, except each trust’s obligationseuride trust securities.
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USE OF PROCEEDS



The Morgan Stanley Capital Trusts will use all meds from the sale of trust securities to purchaser
subordinated debentures from us. Unless othenwist®rh in the applicable prospectus supplemeant, w
intend to use the net proceeds from the sale ofumimr subordinated debentures for general cotpora
purposes, which may include, among other things:

» additions to working capital;
» the redemption of outstanding preferred stock;
» the repurchase of outstanding common stock; and

» the repayment of indebtedness.

We anticipate that we will raise additional fundsnfi time to time through equity or debt financing,
including borrowings under revolving credit agreemseto finance our businesses worldwide.

CONSOLIDATED RATIOS OF EARNINGS TO FIXED CHARGES AN D
EARNINGS TO FIXED CHARGES AND PREFERRED STOCK DIVID ENDS

The following table sets forth Morgan Stanley’s solidated ratios of earnings to fixed charges and
earnings to fixed charges and preferred stock diid for the periods indicated.

Nine Months Ended

August August
31, 2005 31, 2004 2004 2003

Ratio of

earnings

to fixed

charges 1.3 15 1.5 1.5
Ratio of

earnings

to fixed

charges

and

preferrec

stock

dividend: 1.3 1.5 15 15

For purposes of calculating the ratio of earnimgixed charges and the ratio of earnings to figedrges
and preferred stock dividends, earnings are theaum

* income before losses from unconsolidated investeegme taxes, (loss)/gain on discontinued
operationscumulative effect of accounting change and fixedrghs;

less:
» dividends on preferred securities subject to maglaedemption.

For purposes of calculating both ratios, fixed gearare the sum of:



* interest cost, including interest on deposits;
» dividends on preferred securities subject to mangtaedemption; and
» that portion of rent expense estimated to be reptative of the interest factor.

The preferred stock dividend amounts representge@arnings required to cover dividends on preferr
stock.

DESCRIPTION OF CAPITAL SECURITIES

Each Morgan Stanley Capital Trust will issue onte @eries of capital securities and one series of
common securities. The trust agreement for eaclybto6tanley Capital Trust will be qualified as an
indenture under the Trust Indenture Act of 193% €hapital securities will have terms and will bbjsat
to conditions as set forth in the trust agreememade a part of the trust agreement by the Tndgriture
Act. This summary of certain provisions of the talsecurities and each trust agreement does mpbpu
to be complete and is subject to, and qualifieidsientirety by reference to, all the provisionsath trust
agreement, including the definitions of certaimieyr and those provisions made part of each trust
agreement by the Trust Indenture Act. A form oftilust agreement to be used in connection with the
issuance of the capital securities and a form efctpital securities are filed as exhibits to #ggistration
statement that includes this prospectus. Whereasticplar defined terms of a trust agreement aiermed
to in this prospectus, those defined terms arerpurated in this prospectus by reference. A copyef
form of the trust agreement is available upon regfrem the property trustee of the relevant trust.

General

The capital securities will represent preferredivideéd beneficial interests in the assets of thgliapble
Morgan Stanley Capital Trust. The only assets kbagan Stanley Capital Trust, and its only sourte o
revenues, will be the junior subordinated debestprechased by the Morgan Stanley Capital Trugt wit
the proceeds from the sale of its trust securifdesordingly, distribution and other payment ddtasthe
trust securities will correspond with the interast other payment dates for the junior subordinated
debentures. If we do not make payments on the fjuibordinated debentures in accordance with their
terms, the Morgan Stanley Capital Trust will notédunds available to pay distributions or otheoants
payable on the trust securities issued by that Eloi$tanley Capital Trust in accordance with thegimis.
The capital securities issued by a Morgan Stankgyit@l Trust will rank equally, and payments wil b
made proportionately, with the common securitisgiésl by that Morgan Stanley Capital Trust except as
described below under “—Subordination of Commonu&iges” and in the applicable prospectus
supplement. Payments on the capital securitiesbwifully and unconditionally guaranteed by ushi® t
extent described under “Description of Guarantees!’ in the applicable prospectus supplement.

The Morgan Stanley Capital Trusts may offer sudjregate offering price of capital securities as inay
authorized by them and by us from time to timei$suance under the registration statement of wihish
prospectus is a part.

Each Morgan Stanley Capital Trust will describespecific terms of the capital securities it iseoiifig in
the applicable prospectus supplement, including:



» the specific designation, liquidation amount, nuntbebe issued by the Morgan Stanley Capital
Trust andpurchase price;

» the currency or units based on or relating to cwies in which distributions and other payments
will or may be payable;

» the distribution rates (or the method by which rides will be determined), if any;

» the dates on which any distributions will be pagabl

e any provisions relating to deferral of distributipayments;

» the places where distributions and other amountatgea on the capital securities will be payable;
* any repayment, redemption, prepayment or sinking forovisions;

e any conversion or exchange provisions;

» the voting rights, if any, of holders of the cap#acurities;
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» the terms and conditions, if any, upon which theetssof the Morgan Stanley Capital Trust may
be distributed to holders of the capital securities;

» any applicable U.S. federal income tax consequerRces

e any other specific terms of the capital securities.

If indicated in the applicable prospectus suppletytbie terms of the trust agreement for, and chpita
securities offered by, a Morgan Stanley CapitalkTrmay differ from the terms summarized in this
prospectus.

Distributions

Distributions on the capital securities will be aulative, unless otherwise indicated in the applieab
prospectus supplement. Distributions will accumaifadm and including the date of original issuaand
will be payable on the dates specified in the ajblie prospectus supplement. The amount of disititsl
payable for any period less than a full distribatperiod will be computed on the basis of a 360ykar
of twelve 30-day months and the actual days elapsacartial month in that period, unless otheewis
specified in the applicable prospectus suppleniistributions payable for each full distributionrjmel
will be computed by dividing the annual rate byrfaunless otherwise specified in the applicable
prospectus supplement.

Subordination of Common Securities



Payment of distributions on, and other amounts Ipi@yander, the capital securities and the common
securities issued by a Morgan Stanley Capital Twilsbe made proportionately based on the liquifat
amount of the capital securities and the commourgtezs. However, unless otherwise provided in the
applicable prospectus supplement, if on any distidim date or other payment date, there exists with
respect to the subordinated debentures owned byrgavl Stanley Capital Trust a default as a resudhyg
failure by us to pay any amounts in respect ofuhér subordinated debentures when due (a “debentu
default”) or an event of default, no payment of distribution on, or other amounts payable undwes, t
common securities will be made unless cash payiduntl of all accumulated amounts then due and
payable with respect to all of the Morgan Stanlepi@l Trust's outstanding capital securities hasrb
made or provided for, and all funds immediatelyilade to the property trustee will first be appli® the
cash payment in full of all distributions on, adldather amounts with respect to, capital secuwsitieen due
and payable.

In the case of any event of default under the apple trust agreement occurring as a result obamere
default or an event of default with respect tojtiréor subordinated debentures owned by the Morgan
Stanley Capital Trust, the holders of the applieddbrgan Stanley Capital Trust’'s common securitiéls
have no right to act with respect to the eventedadlt under the applicable trust agreement umgileffects
with respect to the capital securities of all seebnts of default have been cured, waived or otiserw
eliminated. Until all such events of default haeeb cured, waived or otherwise eliminated, the @nyp
trustee will act solely on behalf of the holdergha# capital securities and not on behalf of thidrs of
the common securities, and only the holders ottpstal securities will have the right to direceth
property trustee to act on their behalf.

Liquidation Distribution upon Dissolution

Unless otherwise specified in the applicable progmesupplement, the amount payable on capital
securities in the event of any liquidation of a iglam Stanley Capital Trust will be the stated ligiion
amount per capital security plus accumulated amaighdistributions, which, unless otherwise spedifin
the applicable prospectus supplement, may be ifothe of a distribution of the junior subordinated
debentures owned by the Morgan Stanley CapitaltTrus

The holders of all the outstanding common securitiea Morgan Stanley Capital Trust will have thgt
at any time to dissolve the Morgan Stanley Cafitakt and, after satisfaction of liabilities to diters of
the Morgan Stanley Capital Trust as provided byliagple law, cause the junior subordinated debestur
owned by the Morgan Stanley Capital Trust to bé&ithisted to the holders of the capital securitied a
common securities in liquidation of

the Morgan Stanley Capital Trust as describedérgfbplicable prospectus supplement. Other termthéor
dissolution of a Morgan Stanley Capital Trust amel distribution or liquidation of its assets todwris of
trust securities will be set forth in the appliGaprospectus supplement.

Capital Securities Events of Default; Notice

Unless otherwise specified in the applicable proggesupplement, any one of the following events
constitutes an event of default under a trust ages, which we refer to as a “capital securitiesra\of
default,” regardless of the reason for the cagitglurities event of default and whether it is viduy or



involuntary or effected by operation of law or puaat to any judgment, decree or order of any couany
order, rule or regulation of any administrativegovernmental body:

» the occurrence of a default with respect to théjusubordinated debentures in which the
proceeds fronthe sale of the trust securities have been invested

» default by the applicable Morgan Stanley Capitaistior the property trustee in the payment of
anydistribution on the capital securities when it bees due and payable, and continuation of the
default for aperiod of 30 days;

» default by the applicable Morgan Stanley Capitaistior the property trustee in the payment of
anyredemption price of any trust security issued pam$to its trust agreement when it becomes
due andpayable;

« default in the performance, or breach, in any ni@tezspect, of any covenant or warranty of the
applicableproperty trustee and Delaware trustee (other th@vanant or warranty described
above dealing witldefault in the payment of any distribution or regiion price) and
continuation of such default or breaftt a period of 60 days after written notice hasrbgiven,
by registered or certified mail, to the applicapteperty trustee and Delaware trustee and us by
the holders of at least 25% in aggregate liquigesimountof the capital securities outstanding,
which notice must specify the default or breacimaled it beremedied and state that it is a
“Notice of Default” under the applicable trust agmeent; or

» the occurrence of certain events of bankruptcyisolvency with respect to the property trustee or
all or substantially all of its property if a successavpg@rty trustee has not been appointed within
90 days of theevent.

Within ten business days after the occurrence pfcapital securities event of default actually kmote
the property trustee, the property trustee wilhsrait notice of the event of default to the holderthe
applicable trust securities and the administratomgess the capital securities event of defaultiiesn
cured or waived. In addition, the property trustéle notify each holder of the capital securitieflsamy
notice of default received by it with respect te jhinior subordinated debentures. We, as depositarthe
administrators are required to file annually witle property trustee a certificate as to whetherobthe
applicable Morgan Stanley Capital Trust is in camnpte with all the conditions and covenants unger i
trust agreement.

The existence of a capital securities event ofuletibes not entitle the holders of capital se@sito
accelerate the maturity thereof.

If a debenture default or event of default has aecliand is continuing in respect of the junior
subordinated debentures owned by a Morgan Stardeitdl Trust, the capital securities issued by that
Morgan Stanley Capital Trust will have a prefereneer the common securities issued by the Morgan
Stanley Capital Trust with respect to paymentsngfamounts in respect of the capital securities as
described above under “—Subordination of Commauiées.”

Removal of Morgan Stanley Capital Trustees; Appoininent of Successors

The holders of at least a majority in aggregateitigtion amount of the outstanding capital se@sithay
remove the property trustee or the Delaware trusteeause or, if a default has occurred and igioaimg
with respect to the junior subordinated debentoresed by the Morgan Stanley Capital Trust, with or
without cause. If
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a property trustee or Delaware trustee is remoyettidd holders of the outstanding capital securities
successor may be appointed by the holders of sit 25846 in liquidation amount of the outstandingitzdp
securities. If a property trustee or Delaware gesesigns, the resigning property trustee or Deelaw
trustee will appoint its successor. If a resigrpngperty trustee or Delaware trustee fails to apipai
successor, the holders of at least 25% in liquidiaéimount of the outstanding capital securities may
appoint a successor. If a successor has not beamagd by the holders, any holder of capital siéesror
common securities or the property trustee or thiall&re trustee may petition a court of competent
jurisdiction to appoint a successor. Any Delawanstee must meet the applicable requirements of
Delaware law. Any property trustee must be a nation state-chartered bank and at the time of
appointment have capital and surplus of at lea8{0&®,000. No resignation or removal of a property
trustee or Delaware trustee and no appointmensateessor trustee shall be effective until thepiance
of appointment by the successor trustee in acceeda#ith the provisions of the applicable trust agnent.

Merger or Consolidation of Morgan Stanley Capital Trustees

Any entity into which a property trustee or Delawé#nustee is merged or converted or with whicb it i
consolidated, or any entity resulting from any negrgonversion or consolidation to which the proper
trustee or the Delaware trustee is a party, orestiyy succeeding to all or substantially all tleeporate
trust business of the property trustee or the Datavrustee, will be the successor of that propeustee
or Delaware trustee under each trust agreementideait is otherwise qualified and eligible.

Mergers, Consolidations, Amalgamations or Replacenms of the Morgan Stanley Capital Trusts

A Morgan Stanley Capital Trust may not merge withinto, consolidate or amalgamate with, be replaced
by, or convey, transfer or lease its propertiesassits substantially as an entirety to, any emttgept as
described below or as otherwise set forth in ti@iegble trust agreement. A Morgan Stanley Cafitakt
may, at the request of the holders of its commaenritges and with the consent of the holders déast a
majority in aggregate liquidation amount of itsstahding capital securities, merge with or into,
consolidate or amalgamate with, be replaced bgpawey, transfer or lease its properties and assets
substantially as an entirety to, a trust organa®duch under the laws of any state of the Unitate§ so
long as

» the successor entity either:

» expressly assumes all the obligations of the MoSfamley Capital Trust with respect to
the capital securities of that Morgan Stanley Gdglitust, or

» substitutes for the capital securities of that Maor@tanley Capital Trust other securities
having substantially the same terms as those tapitarities so long as the successor
securities have the same priority as the capitalritées with respect to distributions and
payments upon liquidation, redemption and otherwise

» the successor entity has a trustee possessingiieowers and duties as the property trustee
appointed tdold the junior subordinated debentures;



» the merger, consolidation, amalgamation, replacéneenveyance, transfer or lease does not
cause theapital securities of that Morgan Stanley Capitalst (including any successor
securities) to beowngraded by any nationally recognized statistigihg organization;

» the merger, consolidation, amalgamation, replacéneenveyance, transfer or lease does not
adverselyaffect the rights, preferences and privileges eftthlders of the capital securities
(including any successagecurities) in any material respect;

» the successor entity has a purpose substantightichl to that of the Morgan Stanley Capital
Trust;

» prior to the merger, consolidation, amalgamatieplacement, conveyance, transfer or lease, the
propertytrustee and Delaware trustee have received anampirom independent counsel
experienced in theseatters to the effect that:
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» the merger, consolidation, amalgamation, replacéncenveyance, transfer or lease does
not adversely affect the rights, preferences and pgés of the holders of the capital
securities (includinginy successor securities) of that Morgan Stanlgjt@arrust in
any material respect, and

» following the merger, consolidation, amalgamati@placement, conveyance, transfer or
lease, neithethe Morgan Stanley Capital Trust nor the successbty will be required
to register as an “investmecbmpany” under the Investment Company Act of 1%4@

* Morgan Stanley or any permitted transferee to wiMbongan Stanley has transferred the common
securities owns, directly or indirectly, all of thbemmon securities of the successor entity and
guaranteeshe obligations of the successor entity with respethe successor securities at least to
the extent providetly the related guarantee with respect to the deg@taurities.

Notwithstanding the foregoing, a Morgan Stanley i@hdrust may not, except with the consent of leotd
of 100% in aggregate liquidation amount of the td@ecurities of that Morgan Stanley Capital Trust
merge with or into, consolidate or amalgamate wotthe replaced by, or convey, transfer or lease it
properties and assets substantially as an entaeany other entity or permit any other entityrierge

with or into, consolidate or amalgamate with, qulaee it if such consolidation, amalgamation, merge
replacement, conveyance, transfer or lease woulsleche Morgan Stanley Capital Trust or the success
entity to be taxable as a corporation for U.S. fabimcome tax purposes.

Voting Rights; Amendment of Trust Agreements

Except as provided below and under “—Removal of ddorStanley Capital Trustees; Appointment of
Successors” and “Description of Guarantees—Amenthraemd Assignment” and as otherwise required by
law and the applicable trust agreement, the hololettse capital securities will have no voting righ

Each trust agreement may be amended from timent bty the holders of at least a majority in aggtega
liquidation amount of the common securities andgtaperty trustee, without the consent of the hlad
the capital securities, to:



e cure any ambiguity, correct or supplement any iowis in the trust agreement that may be
inconsistenwith any other provision, or to make any other jgmns with respect to matters or
questions arising undéhe trust agreement, provided that the amendméhtetiadversely affect
in any material respect thieterests of any holder of trust securities; or

* modify, eliminate or add to any provisions of thest agreement to the extent necessary to ensure
that theMorgan Stanley Capital Trust will not be taxableaasorporation for U.S. federal income
tax purposes any time that any trust securities are outstandirtg ensure that the Morgan
Stanley Capital Trust will ndbe required to register as an “investment companger the
Investment Company Act of 1940.

Any amendment of the trust agreement without threseot of the holders of the capital securities will
become effective when notice of the amendmentvisrgto the holders of trust securities.

Each trust agreement may be amended by the hatlatdeast a majority in aggregate liquidation amo
of the common securities and the property trustige w

» the consent of holders representing at least arityajo aggregate liquidation amount of the
outstandingcapital securities; and

» receipt by the Delaware trustee and the propeustde of an opinion of counsel to the effect that
theamendment or the exercise of any power granteldet®elaware trustee and the property
trustee inaccordance with the amendment will not cause thegkto Stanley Capital Trust to be
taxable as @&orporation for U.S. federal income tax purposeaffact the Morgan Stanley Capital
Trust's exemptiorfrom status as an “investment company” under thredtment Company Act of
1940;

except that, without the consent of each holdérust securities affected, a trust agreement mapeo
amended to:
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» change the amount or timing of any distributiortlom trust securities or otherwise adversely
affect theamount of any distribution required to be madeegpect of the trust securities as of a
specified date, or

» restrict the right of a holder of trust securitiesnstitute suit for the enforcement of payment of
anydistribution on the trust securities on or aftectsdate.

So long as any junior subordinated debentureseltelly a Morgan Stanley Capital Trust, the property
trustee will not:

» direct the time, method and place of conducting@megeeding for any remedy available to the
indenturetrustee, or execute any trust or power conferretherproperty trustee with respect to
the juniorsubordinated debentures,

e waive any past default that may be waived underdtevant indenture,



e exercise any right to rescind or annul a declanabifoacceleration of the maturity of the principal
amountof the junior subordinated debentures, or

» consent to any amendment, modification or termamatif the relevant indenture or junior
subordinatediebentures, where the consent is required,

without, in each case, obtaining the prior appr@fahe holders of at least a majority in aggregate
liquidation amount of the outstanding capital séi&s, except that, if a consent under the relevant
indenture would require the consent of each hadfi¢ine junior subordinated debentures affected, no
consent will be given by the property trustee withiine prior consent of each holder of the capital
securities.

In addition to obtaining the foregoing approvaldhe holders of the capital securities, beforertgkiny of
the foregoing actions, the property trustee wiliaid an opinion of counsel experienced in thesdarsato
the effect that the Morgan Stanley Capital Trudk mot be taxable as a corporation for U.S. fedarebme
tax purposes on account of the action. The propgrarsgee may not revoke any action previously
authorized or approved by a vote of the holdethefcapital securities issued by the Morgan Stanley
Capital Trust except by subsequent vote of thedrsldf the capital securities.

Any required approval of holders of capital sedesitmay be given at a meeting of holders of capital
securities convened for that purpose or pursuawtitten consent. The property trustee will causmtice
of any meeting at which holders of capital secesitire entitled to vote, or of any matter upon tvliction
by written consent of the holders is to be takerhd given to each registered holder of capitalisges in
the manner set forth in each trust agreement.

No vote or consent of the holders of capital sei@sriwill be required to redeem and cancel thetabhpi
securities in accordance with the applicable tagseement.

Any capital securities that are owned by us, thiEa®are trustee, the property trustee, the admaiists or
any of our affiliates or affiliates of any Delawarastee or property trustee, will, for purposes @bte or
consent under any of the circumstances describ@geabe treated as if they were not outstanding.

Expenses and Taxes

In the junior subordinated debentures owned by agllto Stanley Capital Trust, we, as borrower, will
agree to pay all debts and other obligations (dtfeen with respect to the capital securities isduethe
Morgan Stanley Capital Trust) and all costs andeegps of the Morgan Stanley Capital Trust (inclgdin
costs and expenses relating to the organizatitimeofMorgan Stanley Capital Trust, the fees and rsge
of the Delaware trustee and property trustee omalbehthe Morgan Stanley Capital Trust and thet€os
and expenses relating to the operation of the Mo&janley Capital Trust) and to pay any and ak$ax
and all costs and expenses with respect to thaes {ather than U.S. withholding taxes) to whioa th
Morgan Stanley Capital Trust might become subjElee foregoing obligations under the junior
subordinated debentures owned by a Morgan Stardeitdl Trust are for the benefit of, and shall be
enforceable by, any person to whom any of thosésgebligations, costs, expenses and
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taxes payable by the Morgan Stanley Capital Triessbaved, whether or not that person has receivédeno
of the debts, obligations, costs, expenses or t@mssuch person may enforce these obligatiorectiy
against us, and we will irrevocably waive any rightemedy to require that person to take any actio
against a Morgan Stanley Capital Trust or any opleeson before proceeding against us. We will also
agree in the junior subordinated debentures owgeddNMorgan Stanley Capital Trust to execute additio
agreements necessary or desirable to give fulteféethe foregoing.

Payment and Paying Agency

The applicable prospectus supplement will spetifyrhanner in which payments in respect of the ahpit
securities will be made. Unless otherwise specifietthe applicable prospectus supplement, the gayin
agent for capital securities will initially be tipeoperty trustee and any co-paying agent choseheby
property trustee and acceptable to the adminisgalde paying agent will be permitted to resign as
paying agent upon 30 days’ written notice to thapprty trustee and the administrators. If the prigpe
trustee is no longer the paying agent, the progeustee will appoint a successor (which must barg or
trust company) reasonably acceptable to the adiratiss to act as paying agent.

Registrar and Transfer Agent

Unless otherwise specified in the applicable progmesupplement, the property trustee will acteggstrar
and transfer agent for the capital securities.

Registration of transfers and exchanges of capételirities will be effected without charge by orbahalf

of each Morgan Stanley Capital Trust, but the priypeustee may require payment to cover any tax or
other governmental charges that may be imposedrinaxction with any transfer or exchange. The Morgan
Stanley Capital Trusts will not be required to stgii or cause to be registered the transfer afxonange

or to cause to be exchanged, any capital secutiitteghave been called for redemption.

Information Concerning the Property Trustee

The property trustee, other than during the ocoweeand continuance of a capital securities event o
default, undertakes to perform only those dutiexgjgally set forth in each trust agreement onvmted
by the Trust Indenture Act and, after a capitalsiies event of default has occurred that haseen
cured or waived, must exercise the rights and pswested in it by the applicable trust agreementife
benefit of the holders of trust securities using $hme degree of care and skill as a prudent parsolal
exercise in the conduct of his or her own affaiigbject to this provision, the property trusteerider no
obligation to exercise any of the rights or powegsted in it by the applicable trust agreementicthan
those vested in it upon the occurrence of a capételirities event of default, at the request oftasigier of
trust securities unless it is offered reasonalilenmity against the costs, expenses and liabititiasmight
be incurred in complying with the request or dil@tt

For information concerning the relationships betw&be Bank of New York, which will initially be the
property trustee, and us, see “Description of JuBidordinated Debentures—Information Concernireg th
Indenture Trustee.”

Miscellaneous

The administrators and the property trustee of ddamtgan Stanley Capital Trust are authorized and
directed to conduct the affairs of, and to opertdte applicable Morgan Stanley Capital Trust innsaavay
that the Morgan Stanley Capital Trust will not leethed to be an “investment company” required to be
registered under the Investment Company Act ordasea corporation for U.S. federal income tax
purposes and so that the junior subordinated deleEsnbwned by the Morgan Stanley Capital Trust bell
treated as indebtedness of Morgan Stanley for fedgral income tax purposes. In this regard, tiopgnty
trustee and the holders of common securities dhedned to take any action, not inconsistent with



applicable law or the certificate of trust or thest agreement of the applicable Morgan Stanleyit@lap
Trust, that the property trustee and the holdeofmon securities determine in their discretiobe¢o
necessary or desirable for those purposes, asatite action does not
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materially adversely affect the interests of thielars of the capital securities of the applicableryan
Stanley Capital Trust.

Holders of the trust securities have no preemmiva@milar rights.

The Morgan Stanley Capital Trusts may not borroweay issue debt or mortgage or pledge any of their
assets.

Governing Law

Each trust agreement will be governed by, and coedtin accordance with, the laws of the State of
Delaware.
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DESCRIPTION OF JUNIOR SUBORDINATED DEBENTURES

The junior subordinated debentures will constijutéor subordinated debt of Morgan Stanley and
issued under a junior subordinated indenture edifiete between us and The Bank of New York, as
indenture trustee. The registration statement o€hwvthis prospectus forms a part includes as etehibi
junior subordinated indenture, dated as of Octdh@004, between us and The Bank of New York, as
indenture trustee (the “2004 indenture”), and flmums of junior subordinated indenture that may be
entered into in the future between us and The BémNew York, as indenture trustee. These indentares
substantially similar in all respects, except ascdbed under “— Subordination” and as otherwise
described below. The indenture governing the jusidrordinated debentures to be owned by a panticula
Morgan Stanley Capital Trust will be identifiedthre prospectus supplement for the offering of tygtal
securities to be issued by that Morgan Stanleyt@gprust. The indentures contain, and the junior
subordinated debentures, when issued, will contalditional important terms and provisions. The
following summaries of certain provisions of theémtures and the junior subordinated debenturemtio
purport to be complete and are subject to the ldetprovisions of the indentures and junior subaatid
debentures. Where appropriate, we use parenthesefet you to the particular sections of the ratdv
indenture. Any reference to particular sectiondefined terms of an indenture in any statement utiie
heading qualifies the entire statement and incatgsrby reference the applicable section or dafminto
that statement.



This summary of the indentures and the junior stibbated debentures relates to terms and conditions
applicable to the junior subordinated debentureegaly. The particular terms of any series of quni
subordinated debentures will be summarized in gpdieable prospectus supplement. If indicated & th
prospectus supplement, the terms of any seriesdiffay from the terms summarized below.

General

Each series of junior subordinated debenturesdsander an indenture will, unless otherwise in@idah
the applicable prospectus supplement, rank equatlyall other series of junior subordinated debees
issued under that indenture and will be unsecunddsabordinate and junior in right of payment te th
extent and in the manner set forth in that indentarall senior indebtedness of Morgan Stanley.“See
Subordination.” Most of our assets are owned bysainsidiaries. Therefore, our rights and the righits
our creditors, including holders of junior subotied debentures, to participate in the assetsyof an
subsidiary upon the subsidiary’s liquidation orapitalization will be subject to the prior clainistbe
subsidiary’s creditors, except to the extent thatourselves may be a creditor with recognized daim
against the subsidiary. In addition, dividendsneband advances to us from certain subsidiaries are
restricted by legal requirements, including (in dase of Morgan Stanley & Co. Incorporated and Morg
Stanley DW Inc.) net capital requirements underSbeurities Exchange Act of 1934 and under rules of
certain exchanges and other regulatory bodies(iartde case of Discover Bank, a Delaware-chartered
bank and our wholly-owned indirect subsidiary, atiter bank subsidiaries) by banking regulations.
Except as otherwise provided in the applicable peotus supplement, the relevant indenture willlinait
the incurrence or issuance of other secured orcunsé debt of Morgan Stanley, including senior
indebtedness, whether under that indenture, arer etkisting indenture or any other indenture thatgan
Stanley may enter into in the future, or othervéfferd holders of junior subordinated debentures
protection in the event of a highly leveraged amikir transaction that may adversely affect thelbd of
the junior subordinated debentures. See “Suboiidimaand the applicable prospectus supplementingjat
to any offering of capital securities or junior suthinated debentures.

We may issue junior subordinated debentures undardenture from time to time in one or more series
pursuant to a supplemental indenture or a resolaimur board of directors or a committee of coatul
of directors.

The applicable prospectus supplement will contatmgre applicable, the following terms of and other
information relating to any offered junior suborafied debentures:

» thetitle of the indenture under which the juniobserdinated debentures will be issued;
» the title of the junior subordinated debentures;
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« any limit upon the aggregate principal amount efjtimior subordinated debentures;

» the date or dates on which the principal of thegusubordinated debentures is payable or the
method ofdetermination thereof, including the right or ohblign, if any, of Morgan Stanley to
shorten or extend thetated maturity date in certain circumstances;



the rate or rates, if any, at which the junior sdbwated debentures will bear interest, the dates o
which that interest will be payable, the right or obligat if any, of Morgan Stanley to defer or
extend an interegtayment date, the permitted duration of any suéérds or extension period,
and, if applicable, theircumstances under which any such right or oliligatvill be exercisable

or will arise and the recordlates for any interest payable on any interest paymate or the
method by which any of the foregoimgll be determined;

the place or places where the principal of and premif any, and interest on the junior
subordinatediebentures will be payable and where, subjectadeims of the relevant indenture
as described belownder “—Registration and Transfer of Junior Submaittd Debentures,” the
junior subordinatediebentures may be presented for registration nétea or exchange and the
place or places where noticaisd demands to or upon Morgan Stanley in respebteqgiunior
subordinated debentures and that indentusg be made;

any period or periods within which, or date or dat@ which, the price or prices at which and the
termsand conditions upon which junior subordinated délmexs may be redeemed, in whole or in
part, at theoption of Morgan Stanley or a holder of junior stdinated debentures;

the obligation, if any, of Morgan Stanley to redeg@urchase or repay the junior subordinated
debenturesnd the period or periods within which, the pricgpces at which, and the other
terms and conditiongpon which the junior subordinated debentureshvéltedeemed, repaid or
purchased, in whole or in papyrsuant to that obligation;

the denominations in which any junior subordinatetientures will be issuable if other than
denomination®f $25 and any integral multiple of $25;

if other than in U.S. dollars, the currency or emcies (including currency unit or units) in which
the principal of (and premium, if any) and interestaify, on the junior subordinated debentures
will be payable, or in which the junior subordinated debesg will be denominated;

if other than the principal amount, the portiorttod principal amount of junior subordinated
debentureshat will be payable upon declaration of acceleratif maturity;

any index or indices used to determine the amolpayments of principal of and premium, if
any, andnterest on the junior subordinated debenturestfadnanner in which those amounts
will be determined;

whether the junior subordinated debentures wiilssaable in registered form or bearer form or
both and, ifoearer securities are issuable, any restrictiopicable to the exchange of one form
for another and to theffer, sale and delivery of the bearer securities;

any additions or changes to the relevant indentitterespect to a series of junior subordinated
debenturess will be necessary to permit or facilitate tteiance of that series in bearer form,
registrable or notegistrable as to principal, and with or withoutirest coupons;

the appointment of any trustees, depositaries eatittating or paying agents, transfer agents or
registrarsor other agents;

whether the junior subordinated debentures wikdmvertible or exchangeable for other securities
or property and, if so, the terms of any conversiomxahange and the terms of the other
securities; and
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« any other terms of the junior subordinated debesttincluding any additions, modifications or
deletionsin the events of default or defaults under thevaai¢ indenture or covenants of Morgan
Stanley specified ithat indenture with respect to the junior subortidalebentures, and any
terms required by or advisahleder applicable laws or regulations.

Registration and Transfer of Junior Subordinated Ddentures

Holders may present junior subordinated debenfioresxchange, and holders of registered junior
subordinated debentures may present these sestiatigansfer, in the manner, at the places abgestito
the restrictions stated in the junior subordinatedentures and described in the applicable praspect
supplement. We will provide these services withthdrge except for any tax or other governmentaigeha
payable in connection with these services and stitjeany limitations provided in the relevant intigre.

Holders may transfer junior subordinated debenturégarer form and the related coupons, if any, by
delivery to the transferee. If any of the secusitiee held in global form, the procedures for tiemsf
interests in those securities will depend uporptteeedures of the depositary for those global seesir

Subordination

Holders of the junior subordinated debentures shoedognize that contractual provisions in thevate
indenture may prohibit us from making paymentstasée securities. The junior subordinated debentures
are subordinate and junior in right of paymenthi® extent and in the manner stated in the indentoder
which the junior subordinated debentures are issioeall of our senior indebtedness. The 2004 ituten
defines senior indebtedness as (i) obligationsmofuaranteed or assumed by, Morgan Stanley for
borrowed money or evidenced by bonds, debentuotéssror other similar instruments, including
obligations with respect to securities issued utkleisenior indenture or the senior subordinatddntures
of Morgan Stanley, and amendments, renewals, @rteysnodifications and refundings of any of that
indebtedness or of those obligations, (ii) capitadilease obligations of Morgan Stanley, (iii) ghtions of
Morgan Stanley issued or assumed as the deferretigae price of property, (iv) obligations of Monga
Stanley in respect of interest rate, foreign exgearate and commodity forward contracts, optiorts an
swaps and similar arrangements and (v) all oblgatiof the type referred to in clauses (i) thro(ighof
other persons which Morgan Stanley has guarantemsdresponsible or liable for as obligor or othisev
The definition of senior indebtedness set fortthmrelevant indenture, if the junior subordinated
debentures are not issued under the 2004 indentilkdjffer from the definition set forth above dmwill

be described in an applicable prospectus supplementrecourse obligations and any other obligation
specifically designated as being subordinate intrig payment to senior indebtedness are not senior
indebtedness as defined under the indentures.ig¢8eic01)

The indentures do not restrict our ability to isseaior indebtedness.

The indentures provide that, unless all princigadrad any premium or interest on the senior indixes
has been paid in full, or provision has been madadke these payments in full, no payment of ppiaici
of, or any premium or interest on, any junior sulhwated debentures may be made in the event:

« of any insolvency or bankruptcy proceedings, or @givership, liquidation, reorganization or
othersimilar proceedings involving us or a substantét f our property;



» that (a) a default has occurred in the paymentiatipal, any premium, interest or other
monetaryamounts due and payable on any senior indebtednéb¥there has occurred any other
event of defaultoncerning senior indebtedness, that permits tldehor holders of the senior
indebtedness to accelerdbe maturity of the senior indebtedness, with rotic passage of time,
or both, and that event of defatiis continued beyond the applicable grace pefiaayi and
that default or event of default has not beared or waived or has not ceased to exist; or

» that the principal of and accrued interest on amygr subordinated debentures have been declared
due andpayable upon an event of default as defined urderdlevant indenture and that
declaration has not beeescinded and annulled as provided under that inden(Section 13.01)
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We currently have outstanding four series of jusiabordinated debentures, which were issued under a
junior subordinated indenture, dated March 1, 1®9@8ween us and The Bank of New York and purchased,
respectively, by Morgan Stanley Capital Trust lipfgan Stanley Capital Trust 1ll, Morgan Stanley Tzp
Trust IV and Morgan Stanley Capital Trust V andénaffered and sold an additional series of junior
subordinated debentures, to be issued under theif@énture, to Morgan Stanley Capital Trust VE(th
“existing junior subordinated debentures”) withmsrand conditions substantially similar to thoséhef
junior subordinated debentures described in thisgectus. At November 30, 2005, there was $2,764
million aggregate principal amount of such juniobsrdinated debentures outstanding and we expect to
issue approximately $889.2 million aggregate ppatamount of additional junior subordinated
debentures on or around January 26, 2006. Thertlyr@utstanding junior subordinated debentures
contain certain acceleration provisions that cdoddriggered prior to the acceleration provisiohthe
junior subordinated debentures described in thosgectus. Accordingly, the four series of junior
subordinated debentures outstanding could becomeauidi payable prior to the junior subordinated
debentures described in this prospectus. In addlitieghe existing junior subordinated debenturesemo

be included in the definition of senior indebtednparsuant to a supplemental indenture, the junior
subordinated debentures described in this prospeatuld also be subordinate and junior in right of
payment, to the extent and in the manner statéukimelevant indenture, to the existing junior sdbmated
debentures.

Merger, Consolidation, Sale, Lease or Conveyance

The relevant indenture provides that we will notrgeeor consolidate with any other person and vatl n
sell, lease or convey all or substantially all of assets to any other person, unless:

» we will be the continuing corporation; or
» the successor corporation or person that acquiires substantially all of our assets:

o will be a corporation organized under the lawshef tnited States, a state of the United
States or th®istrict of Columbia; and

o will expressly assume all of our obligations unther indenture and the junior
subordinated debenturessued under that indenture; and



» immediately after the merger, consolidation, sl@ase or conveyance, we, that person or that
successocorporation will not be in default in the perforneanof the covenants and conditions of
that indentureapplicable to us. (Section 9.01)

There are no covenants or other provisions inglevant indenture that would afford holders of quni
subordinated debentures additional protectionénetrent of a recapitalization transaction, a charige
control of Morgan Stanley or a highly leveragedsaction. The merger covenant described above would
only apply if the recapitalization transaction, egea of control or highly leveraged transaction were
structured to include a merger or consolidatioMofgan Stanley or a sale, lease or conveyancd of al
substantially all of our assets. However, we mayiote specific protections, such as a put right or
increased interest, for particular junior subortixadebentures, which we would describe in theiegliple
prospectus supplement.

Events of Default and Defaults

The relevant indenture provides holders of junidradinated debentures with remedies if we fail to
perform specific obligations, such as making paymen the junior subordinated debentures, or if we
become bankrupt. Holders should review these pmndsand understand which of our actions trigger an
event of default or a default and which actionsidb The relevant indenture permits the issuangervér
subordinated debentures in one or more seriesjrmntiny cases, whether an event of default ofautte
has occurred is determined on a series by sergs.ba
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Events of DefaultAn event of default is defined under the relevadenture, with respect to any series of
junior subordinated debentures issued under theniuire, as being:

» failure to pay in full the interest accrued on @myior subordinated debentures of that series upon
the conclusion of an extension of the interest paynpeniod of a number of payment periods
specified in thatndenture or any indenture supplement or form nfgusubordinated debenture
and described in aapplicable prospectus supplement and continuantteabfailure for a period
of 30 days;

» events of bankruptcy, insolvency or reorganizatmm;

e any other event of default provided in a supplemeantienture under which the series of junior
subordinated debentures is issued. (Section 5.01)

Defaults A default is defined under the relevant indentwrigh respect to any series of junior subordinated
debentures issued under that indenture, as being:

* an event of default with respect to such series;

« default in payment of any principal of the juniatbsrdinated debentures of that series, either at
maturity orupon any redemption, by declaration or otherwise;

» default for 30 days in payment of any interest oy janior subordinated debentures of that series,
provided, however, that a valid extension of arnest payment period by Morgan Stanley in



accordancavith the terms of the junior subordinated debergfeany series will not constitute a
default in thepayment of interest for this purpose;

» default for 60 days after written notice in the etv&ince or performance of any other covenant or
agreement in the junior subordinated debenturéisadfseries or the indenture (other than a
covenant owarranty with respect to the junior subordinatebet#ures of that series the breach
or nonperformance ofhich is otherwise included in the definition of/nt of default” or
“default”); or

» any other default provided in a supplemental indentinder which the series of junior
subordinatediebentures is issued. (Section 5.06)

Acceleration of Junior Subordinated Debentures ugoiitvent of Default and Other RemediHse
relevant indenture provides that:

« if an event of default due to the default in thgmant of accrued interest on any series of junior
subordinated debentures issued under that indeotares and is continuing, except for junior
subordinated debentures the principal of whichldteale already become due and payable, either
thetrustee or the holders of not less than 25% ineggage principal amount of the outstanding
junior subordinated debentures of each affected seriiagwvas one class, or, if the junior
subordinatediebentures are held by a Morgan Stanley CapitatTnua trustee of such Trust and
in the absence of thiedenture trustee or holders of the junior subat#id debentures so acting,
the holders of at least 25% &ggregate liquidation amount of the outstandingdtabpecurities of
such Trust (voting as a separate clalsgotice in writing to Morgan Stanley, may decltre
principal of all junior subordinated debenturesath affected series and interest accrued thereon
to be due and payable immediately; and

« if an event of default due to specified eventsarlkyuptcy, insolvency or reorganization of
MorganStanley occurs and is continuing, unless the gradaf all the junior subordinated
debentures shall hawaready become due and payable, either the trostd® holders of not less
than 25% in aggregatincipal amount of all outstanding junior subowtied debentures issued
under that indenture, voting ase class, or, if the junior subordinated debetare held by a
Morgan Stanley Capital Trust or a trustéfesuch Trust and in the absence of the indentustete
or holders of the junior subordinated debentureacsimg, the holders of at least 25% in aggregate
liquidation amount of the outstanding capital séms of such Trust (voting as a separate class),
by notice in writing to Morgan Stanley may decl#re principal of
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all those junior subordinated debentures and isterecrued thereon to be due and payable immegiatel
(Section 5.01)

There is no right of acceleration with respectefedlts, except for those defaults that are alsmesvof
default. If a default in the payment of principél or any interest on, any series of junior suboated
debentures issued under an indenture occurs adimuing and we fail to pay the full amount ttdere
and payable with respect to all junior subordinateldentures of the affected series immediately ipen
demand of the indenture trustee, the indenturédeds entitled to institute an action or procegdm
collect the amount due and unpaid. (Section 5.02)



If any default occurs and is continuing, the indeattrustee may pursue legal action to enforce the
performance of any provision in the relevant indeaito protect the rights of the indenture trusteé the
holders of the junior subordinated debentures.t{@e&.04)

Annulment of Acceleration and Waiver of Defaultssome circumstances, if any and all defaultdenrthe
relevant indenture, other than the non-payment@frincipal of the securities that has becomeaduz
result of an acceleration, have been cured, waivedherwise remedied, then the holders of a mtgjori
aggregate principal amount of all series of affegtmior subordinated debentures outstanding uthazr
indenture, voting as one class, may waive pastutiefaf and annul past declarations of acceleraticdhe
junior subordinated debentures. (Section 5.01)

Prior to the acceleration of any junior subordidadebentures issued under the relevant indentwe, t
holders of a majority in aggregate principal amoafrdll series of junior subordinated debentures
outstanding under that indenture with respect twlwh default has occurred and is continuing, \gp#a
one class, may waive any past default, other thagefault in the payment of principal or interestl@ss
such default has been cured and an amount sufficigray all matured installments of interest and
principal due otherwise than by acceleration hanlieposited with the trustee) or a default ineespf a
covenant or provision in that indenture that carb®modified or amended without the consent of the
holder of each junior subordinated debenture adfkegtSection 5.10)

Indemnification of Trustee for Actions Taken onrBehalf The relevant indenture contains a provision
entitling the indenture trustee, subject to theydifitthe indenture trustee during a default toveith the
required standard of care, to be indemnified byhtblders of junior subordinated debentures issueku
that indenture before proceeding to exercise ayht or power at the request of holders. (SectiOR)6.
Subject to these provisions and some other linoitati the holders of a majority in aggregate priakip
amount of each series of outstanding junior sulbateéd debentures of each affected series, votiogas
class, may direct the time, method and place oflacting any proceeding for any remedy availablihéo
trustee, or exercising any trust or power confemedhe indenture trustee. (Section 5.09)

Limitation on Actions by You as an Individual Hald€he relevant indenture provides that no individua
holder of junior subordinated debentures may int&itiny action against us under that indenturespxc
actions for payment of overdue principal and irggrenless the following actions have occurred:

» the holder must have previously given written notic the trustee of the continuing default;

» the holders of not less than 25% in aggregate ipahamount of the outstanding junior
subordinatediebentures of each affected series, treated aslasge must have (1) requested the
trustee to institute thatction and (2) offered the indenture trustee reaslenindemnity;

» the indenture trustee must have failed to institiaét action within 60 days after receipt of the
requestreferred to above; and

» the holders of a majority in principal amount of thutstanding junior subordinated debentures of
eachaffected series, voting as one class, must not gavem directions to the indenture trustee
inconsistent witithose of the holders referred to above. (Sectiod8 &nd 5.09)
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Annual Certification The relevant indenture contains a covenant tieawvil file annually with the
indenture trustee a certificate of no default cesificate specifying any default that exists.qt8m 3.05)

Discharge, Defeasance and Covenant Defeasance

We have the ability to eliminate most or all of alnligations on any series of junior subordinated
debentures prior to maturity if we comply with fielowing provisions. (Section 10.01)

Discharge of Indenturdf at any time we have:

e paid or caused to be paid the principal of and@steon all of the outstanding junior subordinated
debentures of the series in accordance with thaing;

» delivered to the indenture trustee for cancellatibof the outstanding junior subordinated
debentures athe series; or

» irrevocably deposited with the indenture trusteghaar, in the case of a series of junior
subordinatediebentures payable only in U.S. dollars, U.S. gowent obligations in trust for the
benefit of the holdersf any series of junior subordinated debenturasidsinder the relevant
indenture that have either beconhge and payable, or are by their terms due andopaydthin
one year or are scheduled for redemptiathin one year in an amount certified to be susiit to
pay on each date that they become duepaydble, the principal of and interest on, and any
mandatory sinking fund payments for, those jusigibordinated debentures;

and if, in any such case, we also pay or cause fml all other sums payable by us under thaniude
with respect to the series of junior subordinatedehtures, then that indenture shall cease to heatber
effect with respect to the junior subordinated debees of such series, except as to certain rigthis
respect to the transfer and exchange of securitghgs of the holders to receive payment and oedtner
rights.

Defeasance of a Series of Securities at Any TWeemay also discharge all of our obligations eotinan
as to transfers and exchanges, under any serjesiof subordinated debentures at any time, whieh w
refer to as “defeasance.”

We may be released with respect to any outstarsirigs of junior subordinated debentures from the
covenants described above limiting consolidatiomei,gers, asset sales and leases, and elect monhfuyc
with that section without creating an event of défar a default. Discharge under these procedsres
called “covenant defeasance.”

Defeasance or covenant defeasance may be effadted, @mong other things:

* we irrevocably deposit with the indenture trustastcor, in the case of junior subordinated
debenturepayable only in U.S. dollars, U.S. government ddtiigns, as trust funds in an amount
certified to besufficient to pay on each date that they becomeathgepayable, the principal of
and interest on, and amyandatory sinking fund payments for, all outstagdimior subordinated
debentures of the series beitgfeased;

* we deliver to the indenture trustee an opinionafresel to the effect that:

o the holders of the series of junior subordinateaedéures being defeased will not
recognize incomegain or loss for U.S. federal income tax purposea eesult of the
defeasance or covenant defeasanoé;



o the defeasance or covenant defeasance will notvaideealter those holders’ U.S. federal
income taxtreatment of principal and interest payments orstirées of junior
subordinated debentures beihefeased,;
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in the case of a defeasance, this opinion mustibedon a ruling of the Internal Revenue Service or
change in U.S. federal income tax law occurringratte date of this prospectus, since that resaltigvnot
occur under current tax law;

e no event or condition will exist that, under theysions described under “—Subordination”
above, would prevent us from making payments afgipil or interest on the junior subordinated
debentures at the date of the irrevocable depefsitred to above or at any time during the period
ending on the 91st day after that deposit date; and

» we deliver to the indenture trustee an opinionafrsel to the effect that:
o the trust funds will not be subject to any rightfiolders of senior indebtedness; and
o after the 91st day following the deposit, the tfustds will not be subject to any
applicablebankruptcy, insolvency, reorganization or simikaws$ affecting creditors’
rights generally, except thédta court were to rule under any of those lawariy case or
proceeding that the trust funds remaimenl property, then the indenture trustee and the

holders of the junior subordinated debentures wbeléntitled to some enumerated
rights as secured creditors in the trust fundsct{&e 10.01)

Modification of Indentures

Maodification Without Consent of HoldeNd/e and the indenture trustee may enter into supghtal
indentures without the consent of the holders oigusubordinated debentures issued under theamiev
indentures to:

e secure any junior subordinated debentures;

» evidence the assumption of our obligations by @essor corporation;

» add covenants for the protection of the holdeljsimibr subordinated debentures;

e cure any ambiguity or correct any inconsistenctharelevant indenture;

» establish the forms or terms of junior subordinatedentures of any series; and

» evidence the acceptance of appointment by a sumciesienture trustee. (Section 8.01)

Modification with Consent of Holder8Ve and the trustee, with the consent of the sldénot less than a
majority in aggregate principal amount of each@#fd series of junior subordinated debentures
outstanding under the relevant indenture, votingrasclass, may add any provisions to, or changayn
manner or eliminate any of the provisions of, thdenture or modify in any manner the rights of the



holders of those junior subordinated debenturesveder, except as specified in the applicable prasise
supplement, we and the trustee may not make athedbllowing changes to any outstanding junior
subordinated debenture without the consent of balder that would be affected by such change:

« extend the final maturity of the principal;

* reduce the principal amount;

* reduce the rate or extend the time of paymenttefé@st;
* reduce any amount payable on redemption;

« change the currency in which the principal, inchgdany amount of original issue discount,
premium, orinterest thereon is payable;

» reduce the amount of any original issue discouctiisgy payable upon acceleration or provable in
bankruptcy;
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« alter certain provisions of that indenture relatioghe junior subordinated debentures not
denominated iJ.S. dollars;

« impair the right of any holder to institute suit tbe enforcement of any payment on any junior
subordinated debenture when due; or

* reduce the percentage of junior subordinated debesmithe consent of whose holders is required
for modification of that indenture.

If the junior subordinated debentures are owned Morgan Stanley Capital Trust, none of the
modifications described above may be made withwaiptior written consent of all the holders of ¢alpi
securities of the Morgan Stanley Capital Trustc{ea 8.02)

Modification of Subordination Provisiong/e may not amend an indenture to alter the subatidn of
any outstanding junior subordinated debenturesowitthe written consent of each potentially advgrse
affected holder of senior indebtedness then oulstgn(Section 8.06)

Information Concerning the Indenture Trustee

We and our subsidiaries maintain credit facilitesl other ordinary banking relationships with TtenB
of New York.

Governing Law

The junior subordinated debentures and the indesitwill be governed by, and construed in accordance
with, the laws of the State of New York.
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DESCRIPTION OF GLOBAL SECURITIES

We may issue the registered junior subordinate@wkeines and capital securities in the form of ane o
more fully registered global securities that widl leposited with a depositary or its nominee idieatin
the applicable prospectus supplement and registertb@ name of that depositary or its nomineghbse
cases, one or more registered global securitiddwilssued in a denomination or aggregate dendioirs
equal to the portion of the aggregate principdboe amount of the securities to be represented by
registered global securities. Unless and unt8 @xchanged in whole for securities in definitiegistered
form, a registered global security may not be tiemed except as a whole by and among the depps$aar
the registered global security, the nominees ofiositary or any successors of the depositattyase
nominees.

The specific terms of the depositary arrangemetit meispect to any portion of a series of securttdse
represented by a registered global security willescribed in the prospectus supplement relatirtiyatio
series. We anticipate that the following provisievil apply to all depositary arrangements.

Ownership of beneficial interests in a registeriatagl security will be limited to persons, called
participants, that have accounts with the depgsdapersons that may hold interests through pp#ids.
Upon the issuance of a registered global secuhigydepositary will credit, on its book-entry rdgision
and transfer system, the participants’ accounts thi¢ respective principal or face amounts of the
securities beneficially owned by the participatsy dealers, underwriters or agents participatmthie
distribution of the securities will designate tleeaunts to be credited. Ownership of beneficiarests in
a registered global security will be shown on, tretransfer of ownership interests will be effeobaly
through, records maintained by the depositary, wapect to interests of participants, and on ¢écends
of participants, with respect to interests of passholding through participants. The laws of sotates
may require that some purchasers of securitiesghieical delivery of these securities in defirgtiiorm.
These laws may impair your ability to own, transfepledge beneficial interests in registered dloba
securities.

So long as the depositary, or its nominee, is ¢igistered owner of a registered global securityt th
depositary or its nominee, as the case may bebwitlonsidered the sole owner or holder of theritas.
represented by the registered global securitylfqgruaposes under the relevant indenture. Except as
described below, owners of beneficial interesta registered global security will not be entitlechtive
the securities represented by the registered gk#malrity registered in their names, will not rgeedr be
entitled to receive physical delivery of the seteisiin definitive form and will not be considerez
owners or holders of the securities under the egleindenture. Accordingly, each person owning a
beneficial interest in a registered global securityst rely on the procedures of the depositaryifat
registered global security and, if that personasanparticipant, on the procedures of the padicip
through which the person owns its interest, to @serany rights of a holder under the relevanthge.
We understand that under existing industry prastideve request any action of holders or if an emof a
beneficial interest in a registered global secut#gires to give or take any action that a holslentitled to
give or take under the relevant indenture, the siégny for the registered global security wouldneuize
the participants holding the relevant beneficiéiasts to give or take that action, and the ppgids
would authorize beneficial owners owning througénthto give or take that action or would otherwise a
upon the instructions of beneficial owners holdimgugh them.



Payments of principal of, and premium, if any, ameérest on, junior subordinated debentures, agd an
payments to holders with respect to capital seesritepresented by a registered global securifigtered
in the name of a depositary or its nominee wilhieede to the depositary or its nominee, as the roasebe,
as the registered owner of the registered glolmlrtg. None of Morgan Stanley, the indenture teesthe
Delaware trustee, the property trustee or any agent of Morgan Stanley, agent of the applicable
Morgan Stanley Capital Trust or agent of any ofdf@ementioned trustees, as the case may behavid
any responsibility or liability for any aspect tietrecords relating to or payments made on acagdunt
beneficial ownership interests in the registeredbgl security or for maintaining, supervising oviesving
any records relating to such beneficial ownershiprests.

We and the Morgan Stanley Capital Trusts expedttieadepositary for any securities represented by
registered global security, upon receipt of anynpayt of principal, premium, interest or other disition
with respect to underlying securities to holdersespect of the registered global security, williediately
credit
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participants’ accounts in amounts proportionatt&r respective beneficial interests in the resyisd
global security as shown on the records of the sitggry. We and the Morgan Stanley Capital Trusts al
expect that payments by participants to ownerseogficial interests in the registered global seégumeld
through participants will be governed by standingtomer instructions and customary practices, asws
the case with the securities held for the accoohtsistomers in bearer form or registered in “dtreene,”
and will be the responsibility of those participant

If the depositary for any securities represented bggistered global security is at any time unmgllor
unable to continue as depositary or ceases tochsaeng agency registered under the Securitieh&xge
Act of 1934, and a successor depositary regist@segiclearing agency under the Securities Exchaape
of 1934 is not appointed by us or the applicabledda Stanley Capital Trust, as the case may bajrwit
90 days, we or the applicable Morgan Stanley Chpriast, as the case may be, will issue the seaesrii
definitive form in exchange for the registered glbgecurity. In addition, we or the applicable Mamg
Stanley Capital Trust, as the case may be, mayatime and in our sole discretion determine ndidoe
any of the securities of a series represented byoomore registered global securities. We undedsta
however, that, under current industry practices,dépositary would notify its participants of oaguest,
but will only withdraw beneficial interests frongéobal security at the request of each particip@fe.
would issue definitive certificates in exchangedal such interests withdrawn. Any securities idsne
definitive form in exchange for a registered globaturity will be registered in the name or nansetha
depositary instructs the relevant trustee or otblevant agent of Morgan Stanley, the applicablegdn
Stanley Capital Trust or that trustee. It is expddhat those instructions will be based upon toes
received by the depositary from participants wébpect to ownership of beneficial interests in the
registered global security.

The securities may also be issued in the form efmmmore bearer global securities that will becséed
with a common depositary for Euroclear Bank S.A/Nas operator of the Euroclear System, and
Clearstream Banking, société anonyme, or with aineenfor the depositary identified in the prospsctu
supplement relating to those securities. The sjgdeifms and procedures, including the specifimeof
the depositary arrangement, with respect to anyrigixs to be represented by a bearer global youwii
be described in the prospectus supplement reltditigpse securities.
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DESCRIPTION OF GUARANTEES

Morgan Stanley will execute and deliver a guaractaeurrently with the issuance by each Morgan
Stanley Capital Trust of its capital securitiestfoe benefit of the holders from time to time afsk capital
securities. The guarantee trustee will hold theaniae for the benefit of the holders of the reldtkorgan
Stanley Capital Trust’s capital securities. Mor@tanley will qualify each of the guarantees as an
indenture under the Trust Indenture Act. The guaeswill be subject to, and governed by, the Trust
Indenture Act. This summary of certain provisiofshe guarantees does not purport to be completésan
subject to, and qualified in its entirety by refaze to, all the provisions of each guarantee, iolyithe
definitions of terms, and those provisions madé plaeach guarantee by the Trust Indenture Actornf
of guarantee is filed as an exhibit to the regiginastatement that includes this prospectus. Ayaiphe
form of the guarantee is available upon request fitte guarantee trustee. If indicated in the applie
prospectus supplement, the terms of a particularagiiee may differ from the terms discussed below.

General

Morgan Stanley will irrevocably and unconditionadigree to pay in full, to the extent set forthhie t
guarantee, the guarantee payments to the holdéne chpital securities covered by the guaranteand
when due, regardless of any defense, right of etr@ounterclaim that the Morgan Stanley Capitalst
that issued the capital securities may have oriastieer than the defense of payment. The following
payments constitute guarantee payments with respeetpital securities that, to the extent not fmicr
on behalf of the Morgan Stanley Capital Trust, Wil subject to the applicable guarantee:

« any accumulated and unpaid distributions requiodakt paid on the applicable capital securities,
to theextent that the applicable Morgan Stanley CapitakThas funds on hand available for that
purpose at thaime;

» the applicable redemption price with respect to @apital securities called for redemption, which
will include all accumulated and unpaid distributionbubexcluding the date of redemption, to
the extent thathe applicable Morgan Stanley Capital Trust hasl$uon hand available for that
purpose at that time; and

e upon a voluntary or involuntary dissolution, wingiap or liquidation of the applicable Morgan
StanleyCapital Trust (unless the junior subordinated délres owned by the Morgan Stanley
Capital Trust arelistributed to holders of the capital securitiea@zordance with the terms of the
applicable trusagreement), the lesser of:

o0 the aggregate of the liquidation amount and allaadated and unpaid distributions to
the date opayment, and

o the amount of assets of the applicable Morgan &yahpital Trust remaining available
for distribution toholders of capital securities on liquidation of tlergan Stanley
Capital Trust.

Our obligation to make a guarantee payment matisfied by direct payment of the required amotunyts
us to the holders of the capital securities ordnysing the applicable Morgan Stanley Capital Troigtay
those amounts to the holders.



Each guarantee will be an irrevocable guarantebkeofelated Morgan Stanley Capital Trust’'s payment
obligations described above under the capital #&zsicovered by the guarantee, but will apply dolyhe
extent that the Morgan Stanley Capital Trust hasi$usufficient to make such payments, and is not a

guarantee of collection.

If we do not make payments on the junior subordidatebentures owned by a Morgan Stanley Capital
Trust, the Morgan Stanley Capital Trust will notddde to pay any amounts payable in respect chipétal
securities and will not have funds legally avaiéafar that purpose. In that event, holders of tgital
securities would not be able to rely upon the guae for payment of those amounts. Each guararitee w
have the same ranking as the junior subordinatbdrdaeres owned by the Morgan Stanley Capital Trust
that issues the capital securities covered by tizgamtee. See “—Status of the Guarantees.” No gteera
will limit the incurrence or issuance of other sexlior unsecured debt of Morgan Stanley.
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Status of the Guarantees

Each guarantee will constitute an unsecured olitigatf Morgan Stanley and will rank equal to theigr
subordinated debentures owned by the Morgan St&deijtal Trust that issues the capital securities
covered by the guarantee.

Each guarantee will constitute a guarantee of payrued not of collection. Any holder of capital
securities covered by the guarantee may institlegal proceeding directly against us to enforseights
under the guarantee without first instituting aglggroceeding against any other person or entaghE
guarantee will be held by the guarantee trustethfobenefit of the holders of the related caigaurities.
Each guarantee will not be discharged except byngay of the guarantee payments in full to the @xten
not paid by or on behalf of the Morgan Stanley @apirust or, if applicable, distribution to theltiers of
the capital securities of the junior subordinatedehtures owned by the Morgan Stanley Capital Trust

Amendments and Assignment

Except with respect to any changes that do notnmaiieadversely affect the rights of holders oéth

capital securities issued by the Morgan Stanleyit@aprust, in which case no approval will be reegdi,

the guarantee that covers the capital securitigsmoibe amended without the prior approval of the
holders of at least a majority of the aggregateidigtion amount of the outstanding capital se@siti

covered by the guarantee. The manner of obtaimggach approval will be as set forth under
“Description of Capital Securities—Voting Rightsm&ndment of Trust Agreements” and in the applicable
prospectus supplement. All guarantees and agresroentained in each guarantee will bind the success
assigns, receivers, trustees and representatidsrgfan Stanley and will inure to the benefit of th

holders of the then outstanding capital securit@sered by the guarantee.

Events of Default

An event of default under a guarantee will occusruthe failure of Morgan Stanley to perform anytsf
payment obligations under that guarantee, or ttoparany non-payment obligation if the non-payment
default remains unremedied for 30 days. If an eeédiefault under a guarantee occurred and is rwoinig,
the guarantee trustee will enforce the guarantethé&obenefit of the holders of capital securitiesered
by the guarantee. The holders of a majority in eggte liquidation amount of the outstanding capital



securities covered by the guarantee have thetagtitect the time, method and place of conducting
proceeding for any remedy available to the guamtrtestee in respect of the guarantee or to dihect
exercise of any right or power conferred upon thargntee trustee under the guarantee.

Any holder of capital securities covered by thergngéee may institute a legal proceeding directhiast
Morgan Stanley to enforce its rights under the gotee without first instituting a legal proceedagninst
the applicable Morgan Stanley Capital Trust, thargotee trustee or any other person or entity.

We, as guarantor, are required to file annuallylie guarantee trustee a certificate as to whetheot
we are in compliance with all the conditions andeswants under the guarantee.

Information Concerning the Guarantee Trustee

The guarantee trustee, other than during the cecoerand continuance of an event of default uriger t
guarantee, undertakes to perform only those datiege specifically set forth in the guarantee aftdr
the occurrence of an event of default with respethe guarantee that has not been cured or waivest,
exercise the rights and powers vested in it bygtlerantee using the same degree of care and skill a
prudent person would exercise or use in the conofutis or her own affairs. Subject to this prowisithe
guarantee trustee is under no obligation to exergy of the rights or powers vested in it by thargntee
at the request of any holder of the capital seiegritovered by the guarantee unless it is offezadanable
indemnity, including reasonable advances requdstét] against the costs, expenses and liabilitias
might be incurred in complying with the requestioection.
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For information concerning the relationship betwa&e Bank of New York, which will initially be the
guarantee trustee, and Morgan Stanley, see “Déiseripf Junior Subordinated Debentures—Information
Concerning the Indenture Trustee.”

Termination of the Guarantee

Each guarantee will terminate upon full paymenthefredemption price of all of the capital secasiti
covered by the guarantee, upon full payment ofitheunts payable with respect to the capital seesrit
upon liquidation of the related Morgan Stanley @apirust or upon distribution of the junior subioated
debentures owned by the Morgan Stanley Capitalt Touhe holders of all the capital securities cede
by the guarantee. Each guarantee will continuesteffective or will be reinstated, as the case b&yif at
any time any holder of the capital securities ceddry the guarantee must repay any sums with regpec
the capital securities or the guarantee.

Governing Law
Each guarantee will be governed by, and constru@gcéordance with, the laws of the State of NewkYor
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PLAN OF DISTRIBUTION

We may sell junior subordinated debentures and eg;doStanley Capital Trust may sell capital se@git
in three ways: (1) through agents, (2) through mwdeers and (3) through dealers. The agents,
underwriters or dealers in the United States witlude Morgan Stanley & Co. Incorporated, which we
refer to as MS & Co., and/or Morgan Stanley DW |m¢hich we refer to as MSDWI, or other affiliatefs o
ours, and the agents, underwriters or dealersdmutbie United States will include Morgan StanleZé.
International Limited, which we refer to as MSILt, @her affiliates of ours.

We and/or the applicable Morgan Stanley CapitakTroay designate agents from time to time to dolici
offers to purchase these securities. We will namesach agent, who may be deemed to be an underwrit
as that term is defined in the Securities Act 33,%nd state any commissions we are to pay tatexit

in the applicable prospectus supplement. That ag#iite acting on a reasonable efforts basis fier t
period of its appointment or, if indicated in thgpicable prospectus supplement, on a firm commitme
basis.

If any underwriters are utilized in the sale ofsheecurities, we and/or the applicable Morgan|&yan
Capital Trust, as the case may be, will enter amainderwriting agreement with the underwriterthat
time of sale to them and the names of the undesxsrand the terms of the transaction will be sehfim
the applicable prospectus supplement, which willibed by the underwriters to make resales of the
securities in respect of which this prospectusis/dred to the public.

If a dealer is utilized in the sale of these seaimsj we and/or the applicable Morgan Stanley Ghpitust,
as the case may be, will sell the securities taldader, as principal, and will name the dealéhe
applicable prospectus supplement. The dealer nmeyrisell the securities to the public at varyinggs
to be determined by such dealer at the time ofeesa

In order to facilitate the offering of these setias, the underwriters may engage in transactioas t
stabilize, maintain or otherwise affect the pri€¢éhese securities or any other securities theepraf
which may be used to determine payments on theseises. Specifically, the underwriters may setine
securities than they are obligated to purchasemmection with the offering, creating a short positfor
their own accounts. A short sale is covered ifghert position is no greater than the number oruarmof
securities available for purchase by the underveritmder any overallotment option. The underwritens
close out a covered short sale by exercising tieeatiotment option or purchasing these securitigbé
open market. In determining the source of secsritieclose out a covered short sale, the undengnitél
consider, among other things, the open market prfitkese securities compared to the price avalabl
under the overallotment option. The underwritery alao sell these securities or any other secaritie
excess of the overallotment option, creating a dakmrt position. The underwriters must close oyt a
naked short position by purchasing securities énadpen market. A naked short position is more yikel
be created if the underwriters are concerned biesetmay be downward pressure on the price of these
securities in the open market after pricing thatid@dversely affect investors who purchase indfffiering.
As an additional means of facilitating the offeritige underwriters may bid for, and purchase, these
securities or any other securities in the open etakstabilize the price of these securities aarof other
securities. Finally, in any offering of the secistthrough a syndicate of underwriters or dealeupg, the
agent acting on behalf of the underwriting syndiaat for itself may also reclaim selling concession
allowed to an underwriter or a dealer for distribgtthese securities in the offering, if the agent
repurchases previously distributed securities t@csyndicate short positions or to stabilize tHegoof
these securities. Any of these activities may raismaintain the market price of these securities/a
independent market levels or prevent or retardctirdein the market price of these securities. The
underwriters are not required to engage in theeities and may end any of these activities at timg.



If so indicated in the applicable prospectus suppgl&, one or more firms, including MS & Co., MSDWI
and MSIL, which we refer to as “remarketing firmagting as principals for their own accounts or as
agents for us and/or a Morgan Stanley Capital Tassthe case may be, may offer and sell theseisesu
as part of a remarketing upon their purchase, to@ance with their terms. We will identify any
remarketing firm, the terms of its agreement, i,amith us and/or a Morgan Stanley Capital Trustihe
case may be, and its compensation in the appligabkpectus supplement.
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Remarketing firms, agents, underwriters and deaterg be entitled under agreements with us and/or a
Morgan Stanley Capital Trust to indemnificationusyand/or a Morgan Stanley Capital Trust, against
some civil liabilities, including liabilities undeéhe Securities Act of 1933, and may be customgrs o
engage in transactions with, or perform servicesus and/or a Morgan Stanley Capital Trust in the
ordinary course of business.

If so indicated in the applicable prospectus supgle, we and/or a Morgan Stanley Capital Trust will
authorize agents, underwriters or dealers to $afters by some purchasers to purchase theseitesur
from us at the public offering price stated in fiespectus supplement under delayed delivery cotstra
providing for payment and delivery on a specifiediedin the future. These contracts will be suldjecnly
those conditions described in the applicable pretsigesupplement, and the prospectus supplement will
state the commission payable for solicitation efsthoffers.

Any underwriter, agent or dealer utilized in thiiah offering of securities will not confirm salés
accounts over which it exercises discretionary aityhwithout the prior specific written approvdits
customer.

MS & Co., MSDWI and MSIL are wholly owned subsidés of Morgan Stanley. Each initial offering of
securities will be conducted in compliance with teguirements of Rule 2720 of the Conduct Rulebef
National Association of Securities Dealers, Indhjch is commonly referred to as the NASD, regarding
NASD member firm’s distributing the securities of affiliate. Following the initial distribution adny of
these securities, MS & Co., MSDWI, MSIL and oth#filiates of Morgan Stanley may offer and sell thes
securities in the course of their business as brd&ealers, subject to obtaining any necessary appod
the New York Stock Exchange, Inc. for any of thief and sales. MS & Co., MSDWI, MSIL and other
affiliates may act as principals or agents in themgsactions and may make any sales at varying®ri
related to prevailing market prices at the timsalg or otherwise. MS & Co., MSDWI, MSIL and other
affiliates may use this prospectus in connectiam wiese transactions. None of MS & Co., MSDWI,
MSIL or any other affiliate is obligated to makenarket in any of these securities and may discaatin
any market-making activities at any time withoutioe.

Underwriters, agents and dealers participatingferings of the securities that are not affiliabésvorgan
Stanley or the applicable Morgan Stanley CapitakTmay presently or from time to time engage in
business transactions with us, including extenétags to us.

In the event that MS & Co., MSDWI or any other NA&i2mber participates in a public offering of these
securities: (a) post-effective amendments or pretsigesupplements disclosing the actual price altidge
terms will be submitted to the NASD’s Corporatedfining Department (the “Department”) at the same
time they are filed with the SEC; (b) the Departingifi be advised if, subsequent to the filing bét
offering, any 5% or greater shareholder of ougrisecomes an affiliate or associated person &fA8D



member participating in the distribution; and (B)NASD members patrticipating in the offering will
confirm their understanding of the requirements tizave to be met in connection with SEC Rule 41 an
Notice-to-Members 88-101. Underwriting discountd anmmissions on securities sold in the initial
distribution will not exceed 8% of the offering peeds.

LEGAL MATTERS

The validity of the capital securities will be padupon for the Morgan Stanley Capital Trusts lghRids,
Layton & Finger, P.A., or other counsel who is S@ttory to MS & Co. and/or MSDWI, as the case may
be, and who may be an officer of Morgan Stanley Validity of the junior subordinated debentured an
the guarantees will be passed upon for Morgan &any} Davis Polk & Wardwell, or other counsel wko i
satisfactory to MS & Co. and/or MSDWI, as the cas®y be, and who may be an officer of Morgan
Stanley. Certain legal matters relating to the g8es will be passed upon for the underwritersSigiey
AustinLLp. Sidley AustinLLp has in the past represented Morgan Stanley artihoes to represent
Morgan Stanley and its affiliates on a regular asid in a variety of matters.
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EXPERTS

The consolidated financial statements and finarst&tement schedules of Morgan Stanley and its
subsidiaries, at November 30, 2004 and 2003 anedoin of the three fiscal years in the period ended
November 30, 2004, and management’s report onfteetigeness of internal control over financial
reporting, which are incorporated in this prospediy reference to Exhibit 99.1 to Morgan Stanley’s
Current Report on Form 8-K filed October 12, 2088hedule | of Morgan Stanley’s Annual Report on
Form 10-K for the fiscal year ended November 3@4£Giled on February 11, 2005 (2004 Form 10-K")
and Item 9A of the 2004 Form 10-K, respectivelyweénbeen audited by Deloitte & Touche LLP, an
independent registered public accounting firm,tated in their reports, which are incorporated imebg
reference (which reports (1) express an unqualdigidion on the financial statements and financial
statement schedule and include an explanatory pgrageferring to the adoption of Statement of
Financial Accounting Standards (“SFAS”) No. 123 thanting for Stock-Based Compensation,” as
amended by SFAS No. 148 “Accounting for Stock-BaSethpensation Transition and Disclosure, an
amendment of FASB Statement No. 123,” in 2003ef@ress an unqualified opinion on management’s
assessment regarding the effectiveness of inteomtol over financial reporting, and (3) express a
unqualified opinion on the effectiveness of intémntrol over financial reporting), and have besen
included in reliance upon the respective reportsugh firm given upon their authority as experts in
accounting and auditing.

With respect to the unaudited interim financiabimhation for the periods ended February 28, 20@b an
February 29, 2004, May 31, 2005 and May 31, 20@4Aargust 31, 2005 and August 31, 2004, which is
incorporated herein by reference, Deloitte & Touth®P, an independent registered public accountimg, f
have applied limited procedures in accordance stdihdards of the Public Company Accounting
Oversight Board (United States) for a review oftsuformation. However, as stated in their reports
included in Morgan Stanley’'s Quarterly Report omrd 0-Q for the quarterly period ended August 31,
2005 and in Exhibits 99.2 and 99.3 to the Currespidt on Form 8-K filed October 12, 2005, and
incorporated by reference herein, they did nottaardil they do not express an opinion on such mteri
financial information. Accordingly, the degree efiance on their reports on such information shdadd
restricted in light of the limited nature of theviewv procedures applied. Deloitte & Touche LLP ao¢
subject to the liability provisions of Section fitlee Securities Act of 1933 for their reports be t



unaudited interim financial information becausesthoeports are not “reports” or a “part” of the
registration statement prepared or certified bgegountant within the meaning of Sections 7 andfthe
Securities Act of 1933.
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