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¢ The coming of age of online advertising
We continue to believe that online advertising will surprise on the
upside in C2003 in spite of — and perhaps, in part, because of — the
challenging economic and socia environment.

¢ Yahoo!'s the proxy for the online ad industry, and we like what we see
We touch on Y ahoo!’ simpressive list of improvements to provide a
better experience for users and more effective marketing for
advertisers.

¢ Yahoo!'s own platform is still underpenetrated, in our view
While the market opportunities for the Internet eaders remain quite
large, we believe Y ahoo!’ s ability to tap and leverage its own platform
isdistinctly compelling.

¢ Our Internet & PC Applications Software Industry View is Attractive
We continue to believe that, at the margin, online is gaining share from
offline, that thiswill occur for some time to come, and that this should
continue to benefit the Internet leaders. So far, it appears that trendsin
2003 have been strong.

Morgan Stanley does and seeks to do business with companies covered in its research reports. Investors should consider
thisreport as only a single factor in making their investment decision.
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April 2003 — An Update From the Digital World

Updates from the Digital World — An Overview
We published our first “Digital World” report in
December, 2002. We thought that there were some
major events and inflection points occurring related to
the Internet that were underappreciated. In that report,
we focused on online vs. offline momentum related to
expanded global distribution, lower relative pricing
related to transparency and the ramp in the sale of used
goods, and the rising impact of replacement products.

In our February, 2003 report, we focused on the
relevance and magnitude of sellers (and buyers)
migrating onling, asillustrated by eBay’s momentum.

In our March, 2003 report, we focused on what we
believe is one of the answers to the “what just
happened to assist such strong momentum in CQ4:02”
guestion. In addition to improvementsin the
Search/Find/Obtain (SFO) experiences of the Internet,
akey part of the answer may be — the scale and ramp
of residentia broadband usage.

In our late March, 2003 report, we focused on the
strong relative resultsin terms of customer satisfaction
that Internet leaders such as Amazon.com, eBay, and
Expedia have scored in the highly regarded American
Customer Satisfaction Survey (ASCI). Convenience,
low (and transparent) prices/pricing, uniquely strong
24x7 customer service, and extensive selection have
long been key factors behind the growth for leading
online commerce (and information) sites, and it's
becoming increasingly apparent to us (and measurable)
that these attributes are helping drive especially strong
customer satisfaction and loyalty and that the Internet
leaders, owing in part to their technology platforms,
may indeed have the ability to raise the bar on customer
satisfaction.

In this note we focus on the positive cor e secular
trendsin Internet advertising and drilldown on
Yahoo! asa proxy and driver of thesetrends.

Links to aforementioned reports:

http://www.morganstanley.com/institutional /techresearch/digital_world1202.html

http://www.morganstanley.com/institutional /techresearch/digital_world0203.html

http://www.morganstanley.com/institutional /techresearch/digital_world0303.html

http://www.morganstanley.com/institutional /techresearch/online_classifieds1102.htm
i

http://www.morganstanl ey.com/institutional /techresearch/digital_world03032.html
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http://www.morganstanley.cominstitutional/techresearch/digital_world0403.html
The coming of age of online advertising

It isachallenging time for the economy and for the
advertising market in general. And yet we believe the
current environment hel ps create opportunities for the
online ad market. At atime when there have been
rumblings that some advertisers are tentative as they don’t
want to be in the wrong venue at the wrong time, the
Internet offers adistinctive way of targeting potential
customersin the right place at the right time. And at atime
when business expenses are hyper scrutinized, the Internet
beckons with its promise of high ROIsthanks to its
effective and targeted forms of marketing.

Y ahoo!’ s estimated strong advertising resultsin CQ1:03
should support our view that CQ4:02 was a positive
inflection point for Internet advertising and that the worst
may finally be over — we believe the future looks good.
Note that in CQ4:02, Y ahoo!’s ad (marketing services)
revenue rose 33% Y/Y, to $196MM with search and 8%
without search, while Microsoft’ s ad revenue rose 40%+
Y/Y to $200MM+ (and search was the largest component).

We see three trends that should continue to support
positive online advertising trends:

1) Sharp ramp and critical mass penetration of “ always-
on” residential broadband usage. There were 17MM+ US
subscribers (and 44MM+ globally) in CQ4, up astrong
57% Y/Y, and our broadband team (including Rich Bilotti
[cable] and Simon Flannery [telecom services]) believe
healthy growth islikely to continue. In addition, the
related ramp in streaming media usage was impressive, in
our view — in January, Y ahoo! had a385% Y/Y ramp, to
70MM sessions. Increasingly pervasive and faster online
access provides advertisers with the opportunity to create
higher quality, and more relevant, interactive ads;

2) Ramp in the need for news, information, communication,
and connectivity. In part, thisis afunction of the war and
the weak economy (which has, at the margin, we believe,
caused many people to stay closer to home and also
become more cost-conscious). The datarelated to
increased usage behind this ramp supports the thesis that
online continues to gain share from offline and is driving
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vendors and advertisersto develop strategies for the
growing online distribution channel;

While one data point does not atrend make, we believe
recent stats from comScore Networks related to online
usage of information on the war are notable. Major news
sites posted an 82% increase in US visitors on Monday,
March 24, compared to the average for the four Mondays
ending March 9 (prior to the Azores summit and
ultimatum). With limited availability of TV and radio
coverage during the workday, workplace Internet users
were relying more and more on online sources for up-to-
date news. In addition, for the same dates, major online
news sites realized an 85% average increase in at-work
visitors compared to an increase of only 13% for visitors
at-home.

3) Seady improvements in the user experience and
functionality of leading Web sites. As active Internet users,
we have noted ongoing improvements for the leading sites,
including Amazon.com, eBay, Expedia, and Yahoo!. We
noted in our last Digital World report that “we think that
the Internet leaders have the potential, owing, in part, to
the power of their technology platforms, to set new
standards for customer satisfaction...” Improvement in the
user experience is key to assisting the online share gains.
In addition, related improvements in targeted marketing
and data gathering also provide advertisers with an
increasingly effective marketing venue to generate
transactions and build brand.

Yahoo!’s the proxy for the online ad industry, and we
like what we see

In our view, understanding what Y ahoo! isdoing is critical
to understanding the trends of online advertising. In recent
months, Y ahoo! has been aggressively working to make its
users come back for more of everything it’s offering. It
has been driving to improve search and to integrate this
capability throughout its network, while pushing the
quality and relevance of its ad creative for both users and
advertisers.

To illustrate our point, we took a five-minute clicking tour
of the Yahoo! network. Compared to what we would have
seen ayear ago, we found a sharp increase in the breadth
and depth of advertisements: Intuit (in the Yahoo! Tax
channel), Discover (Tax), Mitsubishi (Autos), State Farm
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(Finance), HSBC (Finance), Hilton (Travel), Nokia
(Mobile), and Gap.

We also took afive-minute clicking tour of Yahoo! Search;
while we didn’t find nearly as many name brands, we
certainly found lots of advertisers — we call them the
Search Scrappers, the companies (many with online
focused businesses) that have found the 20%+ ROI for
online search to be very compelling.

AsYahoo! has been able to ramp traditional advertisers
over the past year in its core online marketing business, we
believe it should, increasingly, be able to ramp theminits
growing search efforts aswell. The power of theramp in
online search advertisers comes home with two data points
from search leaders Google and Overture. Google has
indicated that it has 100K+ advertisers on its site (up from
next to none ayear ago), while Overture had 80K
advertisers at year-end 2002 (up from 53K Y/Y). In
addition, Y ahoo! increased its advertisers to 85K from 60K
over the same period.

What has Y ahoo! been doing to bring in these advertisers?
First, we believe it's made its site better — the last six
months suggest an aggressive, methodical frenzy of
activity, including the following changes and new features:

» front page redesign;

»  search relevance and integration throughout Y ahoo!'s
channels;

e expansion of music services via Launch;

» rollout of streaming mediavia Y ahoo! Platinum and
expansion in movies;

e redesign of shopping with improvements in search and
aramp in comparison shopping;

e increased focus on business services especially those
targeted at SMEs;

» firstiteration of a broadband user interface as
illustrated through the DSL partnership with SBC; and

*  premium services (for offerings ranging from extra
email storage, expanded email address offerings, to
improved fantasy sports, to a plethora of ringtones for
mobile phones) integrated throughout the network that
leverage the easy-to-use Y ahoo! Wallet for payment.

Please see analyst certification and other important disclosures starting on page 9
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The changes are consistent with Y ahoo!’ s stated objective
to “enhance product quality and innovation...with afocus
on customer-centricity...product differentiation including
improved personalization...and better integration including
contextual links between services.”

In our view, the aforementioned improvements combine to
provide: 1) abetter experience for users, which should
continue to help increase usage; and 2) a more effective
marketing venue for advertisers, which should increase
their willingness/ability to spend money on Y ahoo!. Better
experiences for users and advertisers should help drive
revenue and profit growth for Y ahoo!.

Giving users more reasons to stay and giving users
(and advertisers) more reasons to pay

In our view, the Yahoo! Network isincreasingly being
optimized for Search/Find/Obtain (SFO), which we view
asthe next “killer application” of the Internet (see our
report, The Online Classified Advertising Report: It's
About Search/Find/Obtain (SFO)..., dated November 18,
2002). We believe the SFO opportunity is closely related
to the transformation of online advertising in ways that
enable it to take advantage of the distinctive features made
possible by the online medium. Per our definition, online
classified advertising is“ an interactive advertisement with
search and find functionality, usually brief but linked to
relevant information, listed online under headings with
others of the same category. Frequently, these
advertisements have embedded transaction capabilities that
allow auser to facilitate obtaining the product/service
he/sheisinterested in.”

Already, 100MM+ active registered users turn to Y ahoo!
when they think about searching for things ranging from
inbound emails...to job opportunities...to the hottest music
videos...to dates...to the most memorable images of the
NCAA basketball tournament...to the latest news about the
war in Irag...to sending flowers on Vaentine's Day...to
setting up aWeb site...to live NASCAR video
coverage...to local movietimes...to booking a
vacation...to getting stock quotes...to obtaining tax help.

A year ago, users could already find most of this stuff on
Y ahoo!, but the experience was disaggregated and clunky.
Now, owing to user interface improvements, and the
integration of more effective search, the user experience
has improved. Based on our experience and supporting
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data, we believe this leads to increased usage of the site by
its users and increased monetization opportunities for
Yahoo!. And we believe there's a self-reinforcing trend —
as usersincreasingly find (and obtain) what they are
searching for, they return to search for more. And, for

Y ahoo!, asit builds knowledge about what customers are
searching for, it can increasingly anticipate how to give
customers what they want, when they want it.

Recently Y ahoo! updated its mission — “to be the most
essential global Internet service for consumers and
businesses.” It also updated its strategy — “to leverage the
power of the Yahoo! global network to create the most
innovative highest quality products for our consumers and
provide the most efficient and effective marketing platform
for businesses.” In essence, Y ahoo! wantsits usersto
cometo its site first when looking for stuff, and once they
check in, the Yahoo! network wants them to stay — and
increasingly, to pay.

In our view, the Y ahoo! Network is
increasingly being optimized for
Search/Find/Obtain (SFO), which we
view as the next “killer application” of the
Internet

Yahoo!’s own platform is underpenetrated, in our view

Much has already been said about the underpenetrated
market opportunities for companies like eBay,
Amazon.com, and Expedia. The same can be said for

Y ahoo!, but we believe Y ahoo! is distinctive because its
own platform remains underpenetrated. And Y ahoo! is
keenly focused on tapping this opportunity. Y ahoo! has
been in a somewhat unique position in that it obtained tens
of millions of customers before they really became
customers — we call this a monetization backfill
opportunity. Over the past few years by ramping its
offerings of relevant premium (i.e., for pay) services —
ranging from extra email storage, to personals
subscriptions, to games on demand, to SBC Y ahoo! DSL
— the company has increased its direct paying
relationships with users from 375,000 in 2001 to 2.2
million in 2002, and the company expects the number to
range from 3.4 million to 4.2 million by year-end 2003.
We believe the 2003 range is conservative.

Please see analyst certification and other important disclosures starting on page 9
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The essence of the opportunity we see for Y ahoo! can be
framed in terms of the following question: “How many
other companies have 100MM+ active interactive
registered users, 20-40%+ usage growth, 80%+ gross
margins, 25-30% EBITDA margins, and generate only
$5.52 in annud revenue per user (ARPU), of which less
than 10% is derived directly from payments from those
users?” We welcome your insights...

In 2002, Y ahoo! stated that it was focused on doubling its
2001 revenue per average user (ARPU) and revenue per
average employee (ARPE) within 3-5 years. This
trandates into what we view as a conservative ramp in
revenue from $717MM to $1.9B and an increase in ARPU
from $4.20 to $8.40 per year, based on a conservative
increase in average users from 172MM to 225MM.

Key drivers of the ARPU ramp include growth and
increased penetration from: 1) sponsored search; 2) non-
search online advertising; 3) user paid access and/or
content (like the SBC DSL relationship and Y ahoo!
Premium streaming media); 4) user paid alacarte
offerings (like extra storage and personals); and 5) listings
revenue (like HotJobs and Y ahoo! Stores).

We expect current trends to continue: As'Y ahoo! makesits
services more relevant, users should be more willing to pay
more for them (and afew dollars per user over millions of
users can go along way with Yahoo!’ s financial model)
and advertisers should be willing to pay more to tap the
users. And, it'simportant to note that Y ahoo!’ s operating
expenses do not need to ramp commensurate with usage
and revenue growth, which should result in significant
operating leverage, in our view.

Advertisers have been “doing the math”
Historically, advertisers have been concerned with reach

and frequency. But recently, more advertisers have been
“doing the math” to determine which forms and methods

of advertising provide the “best bang for the buck,” or ROI.

Over the past 3-5 years, Fortune 500 companies have
increasingly reallocated their mix of advertising dollars
across various media. A couple of years ago, P& G was
quite vocal in reallocating spending from traditional offline
media (like newspaper and TV) to more cost-effective
offline formats like radio. These examples point to the
rising focus on advertising ROI at major corporations, as
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well as heightened sensitivity to cost-effective solutions
during the recent economic recession.

In our opinion, ROI is defined as the revenue generated by
click-through sales divided by the associated online
advertising investment. While the simplicity and
“trackability” of such ametric has been touted as a key
advantage of online advertising, we believe that amore
comprehensive view of the online medium can point to
even greater impact. We view online advertising as much
more than just a direct marketing tool — it is a brand-
building solution that can translate into increased market
share across both online and offline channels. In effect,
advertisers can integrate customer acquisition, transactions
and brand building. Such broad impact, though difficult to
measure, will likely become increasingly important as
Internet users grow in sophistication. Specificaly, asthe
Internet becomes more incorporated into overall consumer
behavior across channels, so too will online advertising
become an integral component of overall marketing and
brand strategy.

It's our view that rising focus on ROI can assist the growth
of online advertising, as platforms such as Y ahoo!, Google,
and Overture can offer the following:

»  better reach and frequency due to the sheer number of
visitors that are spending significant amounts of time
online, especialy on these site;

e better creative outlets with the aggressive adoption of
broadband and rich-media advertising and streaming
available;

e better targeting through real-time interaction with
known silos of highly concentrated age and interest
demographics;

»  ahility to use user datato improve user experience;

»  better flexibility, including the ability to cancel ads
real-time and nimbly shift ad dollars to other forms of
online marketing that may provide ahigher ROl on a
short-term basis;

»  better data sharing and reporting that enables
advertisers to better understand and calculate ROI.

Please see analyst certification and other important disclosures starting on page 9
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A recent study that has been receiving traction in the
advertising world suggests that most leading advertisers
are spending less than the optimum amount on online
advertising. The Cross-Media Optimization Study was
published by The Interactive Advertising Bureau
(http://www.iab.net/) in February. Itsresults suggest that,
as arule of thumb, 10-15% of a national brand’s media
budget should be online for optimal results, based on data
from previous advertising campaigns. For 2002, many top
advertisersin the US used only 1% (or less) to 7% asthe
standard mix for online.

Furthermore, adding online advertising was found to
expand reach and coverage, while also increasing the ROI.
Corporations that have effectively used online advertising,
such as Unilever, McDonald's, Colgate-Palmolive and
Kimberly-Clark, believe that online was helpful in
connecting them with consumers, thus making the medium
influential in purchasing decisions and in increasing brand
awareness. It's notable that Y ahoo! hasindicated that its
renewal rates with advertisers are strong. Additionally,
online advertising was found to be supplemental to TV's
reach and coverage for normally hard-to-reach consumers
in outlying areas.
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Rolling out the carpet for advertisers

Just as Y ahoo! has been getting its house in order to make
its users feel more welcome and more willing to pay, so
has it been working on its proposition for advertisers.

Over the course of the past year-plus, Y ahoo! refocused its
efforts to increase the value of its network to advertisers
by: 1) standardizing ad unitsin an effort to streamline
planning/buying, 2) reducing clutter on its sitein order to
help increase effectiveness of ads, and 3) strengthening
infrastructure so that it can, increasingly, support complex
creative executions.

For specifics about Y ahoo!’ s financial model and
valuation thoughts, see our recent reports on Y ahoo! .

https://secure.ms.com/ER/ebs/2003/ny/yh/yhoo0116.pdf
https://secure.ms.com/ER/ebs/2003/ny/yh/yhoo0213.pdf

In addition, our industry investment thesis can be found
on page?.

Please see analyst certification and other important disclosures starting on page 9
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Internet & PC Applications Software — Mary Meeker & Brian Pitz
Industry Investment Thesis

We continue to believe that the Internet is still in the early stages of becoming a central communications, information,
commerce, and entertainment medium.

We estimate there are 550-600 million Internet users worldwide using the Internet an estimated average of roughly 30 minutes
per day. We expect the number of Internet users to grow at 10-20% annually for the next several years, with stronger growth in
non-US markets. And we believe that usage growth (in part because of ongoing broadband adoption) should continue to be
higher, thus demonstrating compelling underlying growth trends.

Given this relatively robust underlying growth, we continue to believe that the leading Internet companies should, over time, be
able to generate strong double-digit top-line growth, and as the financial models scale towards higher long-term margins, should
be able to generate even stronger earnings growth — AKA leverage. If the leaders execute to their opportunities, we believe
that the leaders could continue to demonstrate classic growth-stock undervaluation characteristics.

While the general economic environment continues to be challenging — we note that according to our analysis, most GDP
forecasts for 2001 were too high by 90%+ and 97% of the companies in the S&P 500 missed earnings estimates at least once in
1999-2000 — we point out that many of the leading Internet companies are supporting very strong revenue growth, and that
CQ4:02 appears to have been a positive inflection point. In C4Q:02, we note that Y/Y growth rates for the Internet leaders were
compelling — 100% Y/Y growth for Expedia (70% pro forma with Classic Custom Vacations acquisition), 51% for Yahoo! (34%
pro forma with HotJobs acquisition), 89% Y/Y growth for eBay (55% pro forma for PayPal acquisition), and 28% for
Amazon.com.

In general, near term, we remain focused on what we consider to be key underlying positive trends:

1) The Internet should prove to be the growth distribution channel of the decade — As companies that benefited from
leveraging the PC as their distribution channel — like Microsoft (MSFT, $25, Overweight-V) and America Online (AOL, $12, ++)
— created significant new businesses and shareholder wealth, we believe an emerging group of still relatively early-stage
companies should do the same with the Internet.

2) Search/find/obtain (SFO) is becoming a global reality and may be the next ‘killer application’ of the Internet — Google,
eBay (EBAY, $89, Overweight-V), Amazon.com (AMZN, $26, Overweight-V), Yahoo! (YHOO, $24, Overweight-V), Expedia
(EXPE, $50, ++), Microsoft and Overture (OVER, $14, ++) have driven this, and it benefits users/vendors as it helps reduce
friction and makes markets more efficient.

3) Residential broadband (with an estimated 44MM+ global subscribers as of CQ4:02) has hit critical mass — The early
stage (and strong growth momentum, up 57% Y/Y in CQ4 in the US to 17MM) of consumer broadband adoption, and the
powerful usage patterns of broadband (vs. narrowband) users, at work and home, should help pace strong growth for leading
beneficiaries.

4) Underlying growth rates for global Internet usage/users remain strong — in spite of (and, perhaps, in part, because of)
a very challenging economic and social environment.

5) Online continues to gain share from offline — Note Expedia in travel, eBay in collectibles, Yahoo! in news. e-commerce
accounts for only 1.65% (and rising) of retail sales in the US.

6) “Mind share” well above “market share” demonstrates growth opportunity — an estimated 550-600 million-plus
Internet users and, for example, only 31 million active Amazon.com customers?

7) Internet momentum/opportunity is compelling compared to other media — Per a Spring, 2002 US survey by SR,
consumers spent 13% of media usage on the Internet (up 23% Y/Y) vs. slower growth for TV (48% of media usage), radio
(31%), newspapers (5%) and magazines (3%).

8) The consumer appears to be alive and well for key technology-related purchases — Internet, digital cameras, MP3
players, WiFi, video games... could the consumer (vs. the enterprise) drive the next leg of technology-related growth and a PC
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upgrade cycle? In addition, we believe that many small to medium-sized enterprises (SMEs) have benefited from the
increased usage of the Internet as vendors/users/sellers.

9) Technology platform-driven convenience, low (and transparent) prices/pricing, uniquely strong 24x7 customer
service, and extensive selection have been key factors behind growth in leading online commerce (and information) sites
and should continue to spur growth for the leaders. In addition, we believe that positive trends for the ramps in used and
replacement goods continue to be quite strong, assisted by rising user confidence (in part, through customer ratings and
feedback) in obtaining these types of goods/services.

10) Online advertising trends could surprise on the upside in next 6-12 months, and we believe the compelling ROI will

become more apparent to advertisers. We believe online advertising (including search) could grow 20-30% in 2003 and
accelerate in 2004.

11) Handful of industry leaders gaining share with less competition on almost all fronts and operating leverage with
inherently scalable models is powerful — for example, Amazon.com got big fast, spent lots of money, now what? Fixed
costs and operating leverage, in our view.

12) Positive earnings surprises can be, more often than not, followed by more of the same...

++Rating for this company have been removed from consideration in this report because, under applicable law and/or Morgan Sanley policy, Morgan Sanley may be
precluded fromissuing such information with respect to this company at thistime.
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Analyst Certification

The following analysts hereby certify that their views about the companies and their securities discussed in thisreport are
accurately expressed and that they have not received and will not receive direct or indirect compensation in exchange for
expressing specific recommendations or views in thisreport: Mary Meeker, Brian Pitz.

Important US Regulatory Disclosures on Subject Companies

Theinformation and opinionsin this report were prepared by Morgan Stanley & Co. Incorporated and its affiliates (“Morgan
Stanley”).

Thefollowing analyst, strategist, or research associate (or a household member) owns securities in a company that he or she
covers or recommends in this report: Mary Meeker - eBay (common stock), Y ahoo! (common stock), Microsoft (common
stock), Amazon.com (common stock), AOL Time Warner Inc. (common stock); Brian Pitz - Yahoo! (common stock),
Amazon.com (common stock).

Morgan Stanley policy prohibits research analysts, strategists and research associates from investing in securitiesin their MSCI
sub industry. Analysts may nevertheless own such securities to the extent acquired under a prior policy or in a merger, fund
distribution or other involuntary acquisition.

Asof March 31, 2003, Morgan Stanley, Morgan Stanley DW Inc. and/or their affiliate companies beneficially owned 1% or
more of a class of common equity securities of the following companies covered in this report: Amazon.com, Expedia, Y ahoo!,
eBay.

Within the last 12 months, Morgan Stanley, Morgan Stanley DW Inc. or an affiliate managed or co-managed a public offering
of securities of AOL Time Warner Inc..

Within the last 12 months, Morgan Stanley, Morgan Stanley DW Inc. or an affiliate has received compensation for investment
banking services from AOL Time Warner Inc., Expedia, Microsoft.

In the next 3 months, Morgan Stanley, Morgan Stanley DW Inc. or an affiliate expectsto receive or intends to seek
compensation for investment banking services from AOL Time Warner Inc., Amazon.com, Expedia, Microsoft, Y ahoo!, eBay.

Theresearch analysts, strategists, or research associates principally responsible for the preparation of this research report have
received compensation based upon various factors, including quality of research, investor client feedback, stock picking,
competitive factors, firm revenues and overall investment banking revenues.

An employee or director of Morgan Stanley, Morgan Stanley DW Inc. and/or their affiliate companiesis adirector of AOL
Time Warner Inc..

Morgan Stanley, Morgan Stanley DW Inc. and/or their affiliate companies make a market in the securities of Amazon.com,
Microsoft, Y ahoo!, eBay.
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Global Stock Ratings Distribution
(as of March 31, 2003)

Coverage Universe Investment Banking Clients (IBC)
% of % of % of Rating
Stock Rating Category Count Total Count Total IBC Category
Overweight 593 32% 237 39% 40%
Equal-weight 861 47% 270 44% 31%
Underweight 395 21% 108 18% 27%
Total 1,849 615

Data include common stock and ADRs currently assigned ratings. For
disclosure purposes (in accordance with NASD and NYSE
requirements), we note that Overweight, our most positive stock
rating, mogt closely correspondsto a buy recommendation; Equal-
weight and Underweight most closely correspond to neutral and sell
recommendations, respectively. However, Overweight, Equal-weight,
and Underweight are not the equivalent of buy, neutral, and sell but
represent recommended rel ative weightings (see definitions bel ow).
An investor's decision to buy or sell a stock should depend on
individual circumstances (such astheinvestor's existing holdings) and
other congderations. Investment Banking Clients are companies from
whom Morgan Stanley or an affiliate received investment banking
compensation in the last 12 months.

Analyst Stock Ratings

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

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

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

Morevalatile (V). We estimate that this stock has more than a 25% chance of a price move (up or down) of more than 25% in
amonth, based on a quantitative assessment of historical data, or in the analyst’sview, it islikely to become materialy more
volatile over the next 1-12 months compared with the past three years. Stocks with less than one year of trading history are
automatically rated as more volatile (unless otherwise noted). We note that securities that we do not currently consider "more
volatile" can ill perform in that manner.

Unless otherwise specified, the time frame for price targetsincluded in thisreport is 12 to 18 months. Ratings prior to March
18, 2002: SB=Strong Buy; OP=Outperform; N=Neutra; UP=Underperform. For definitions, please go to

WwWWw.morganstanl ey.com/companycharts.

Analyst Industry Views

Attractive (A). The analyst expects the performance of his or her industry coverage universe to be attractive vs. the relevant
broad market benchmark over the next 12-18 months.

In-Line(1). The analyst expects the performance of his or her industry coverage universe to be in line with the relevant broad
market benchmark over thenext 12-18 months.

Cautious (C). The andyst views the performance of hisor her industry coverage universe with caution vs. therelevant broad
market benchmark over thenext 12-18 months.

Sock price charts and rating histories for companies discussed in this report are also available at
www.mor ganstanley.com/companycharts. You may also request thisinformation by writing to Morgan Stanley at 1585
Broadway, 14th Floor (Attention: Research Disclosures), New York, NY, 10036 USA.
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Other Important Disclosures

For adiscussion, if applicable, of the valuation methods used to determine the price targets included in this summary and the
risks related to achieving these targets, please refer to the latest relevant published research on these stocks. Research is
available through your sales representative or on Client Link at www.morganstanley.com and other electronic systems.

This report does not provide individually tailored investment advice. It has been prepared without regard to the individual
financial circumstances and objectives of personswho receiveit. The securities discussed in this report may not be suitable for
all investors. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and
encourages investors to seek the advice of afinancial adviser. The appropriateness of a particular investment or strategy will
depend on aninvestor’ s individual circumstances and objectives.

Thisreport is not an offer to buy or sell any security or to participate in any trading strategy. In addition to any holdings that
may be disclosed above, Morgan Stanley and/or its employees not involved in the preparation of this report may have
investments in securities or derivatives of securities of companies mentioned in this report, and may trade them in ways
different from those discussed in this report. Derivatives may be issued by Morgan Stanley or associated persons.

Morgan Stanley isinvolved in many businesses that may relate to companies mentioned in this report. These businesses
include specialized trading, risk arbitrage and other proprietary trading, fund management, investment services and investment
banking.

Morgan Stanley makes every effort to use reliable, comprehensive information, but we make no representation that it is
accurate or complete. We have no obligation to tell you when opinions or information in this report change apart from when
we intend to discontinue research coverage of a subject company.

Reports prepared by Morgan Stanley research personnel are based on public information. Facts and views presented in this
report have not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business
areas, including investment banking personnel.

The value of and income from your investments may vary because of changes in interest rates or foreign exchange rates,
securities prices or market indexes, operational or financial conditions of companies or other factors. There may be time
limitations on the exercise of options or other rightsin your securities transactions. Past performance is not necessarily aguide
to future performance. Estimates of future performance are based on assumptions that may not be realized.

This publication is disseminated in Japan by Morgan Stanley Japan Limited; in Hong Kong by Morgan Stanley Dean Witter
AsiaLimited; in Singapore by Morgan Stanley Dean Witter Asia (Singapore) Pte., regulated by the Monetary Authority of
Singapore; in Australiaby Morgan Stanley Dean Witter Australia Limited A.B.N. 67 003 734 576, alicensed dealer, which
accepts responsibility for its contents; in certain provinces of Canada by Morgan Stanley Canada Limited, which has approved
of, and has agreed to take responsibility for, the contents of this publication in Canada; in Spain by Morgan Stanley, S.V., SA.,
aMorgan Stanley group company, which is supervised by the Spanish Securities Markets Commission (CNMV) and states that
this document has been written and distributed in accordance with the rules of conduct applicable to financial research as
established under Spanish regulations; in the United States by Morgan Stanley & Co. Incorporated and Morgan Stanley DW
Inc., which accept responsibility for its contents; and in the United Kingdom, this publication is approved by Morgan Stanley &
Co. International Limited, solely for the purposes of section 21 of the Financial Services and Markets Act 2000 and is
distributed in the European Union by Morgan Stanley & Co. International Limited, except as provided above.Private U.K.
investors should obtain the advice of their Morgan Stanley & Co. International Limited representative about the investments
concerned. In Australia, thisreport, and any accessto it, isintended only for “wholesale clients’ within the meaning of the
Australian Corporations Act.

The trademarks and service marks contained herein are the property of their respective owners. Third-party data providers make
no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data they provide and
shall not have liability for any damages of any kind relating to such data. The Global Industry Classification Standard

("GICS") was developed by and is the exclusive property of MSCI and S&P.

Thisreport or any portion hereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.
Additional information on recommended securitiesis available on request.
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