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IMPORTANT

If you are in any doubt about any of the contents of this prospectus, you should obtain independent
professional advice.
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Issue Prospectus and the programme prospectus dated 5 June 2006 issued by the Issuer (the
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making an application in response to the offer.
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Offer Period:

Issue Price:

Issue Size:

Interest Rate:

TRfEAE AR B

Reaching for attractive potential returns from a solid base

SUMMARY OFFER INFORMATION

In respect of each Series, from 9.00 a.m. on 22 February 2007 to
4.30 p.m. on 14 March 2007 or such earlier or later date as may be
determined by the Arranger in its absolute discretion.

In respect of each Series, 100 per cent. of the principal amount of
the Notes of such Series.

In respect of each Series, in order to maintain flexibility with
respect to the aggregate principal amount of the Notes of such
Series to be issued, the actual aggregate principal amount of each
Tranche of Notes of such Series to be issued shall be determined
by Morgan Stanley & Co. International Limited (in such capacity,
the “Arranger”) in its absolute discretion on the Fixing Date in
light of general market interest following distribution of this Issue
Prospectus.

Please note that the Issuer after consultation with the Arranger
may decide on the Fixing Date to issue either or both Tranches of
a Series or may decide not to issue either or both Tranches of a
Series in light of general market interest in the Notes.

Series 17 Tranche A Notes: 6.00 per cent. per annum from Year 1
to 4 and, if extended pursuant to the Issuer’s exercise of its Issuer
Extension Option in respect of such Tranche, 7.50 per cent. per
annum from Year 5 to 7

Series 17 Tranche B Notes: 5.50 per cent. per annum from Year 1
to 4 and, if extended pursuant to the Issuer’s exercise of its Issuer
Extension Option in respect of such Tranche, 7.00 per cent. per
annum from Year 5 to 7

Series 18 Tranche A Notes: 5.30 per cent. per annum from Year 1
to 4 and 6.30 per cent. per annum from Year 5 to 5.5 (being the last
1.5 years)

Series 18 Tranche B Notes: 5.00 per cent. per annum from Year 1
to 4 and 5.60 per cent. per annum from Year 5 to 5.5
(being the last 1.5 years)

The definition of the terms “Year 1 to 4”, “Year 5 to 7” and “Year
5 to 5.5” are set out in the sections headed “Information about the
Notes — Interest Rate” at page 22 of this Issue Prospectus.

Interest on each Tranche of a Series will be payable semi-annually
in arrear on 11 October and 11 April in each year commencing on
11 October 2007 (or in each case, if applicable, such other dates
falling every six months following the Issue Date). Interest ceases
to be payable in certain circumstances — see the section headed
“Information about the Notes — Interest Payment Dates”.



Note
Denomination/
Principal Amount
per Note:

Fixing Date:

Issue Date:

Issuer Call Option:

Scheduled Maturity
Date:

Issuer Extension
Option (for
Series 17 Notes
only):

Payment on
Scheduled
Maturity Date:

Series 17 Tranche A Notes and Series 18 Tranche A Notes: USD5,000
Series 17 Tranche B Notes and Series 18 Tranche B Notes: HKD40,000

In respect of each Series, expected to be 27 March 2007, on which
date the Issue Size of such Series will be determined.

In respect of each Series, expected to be 11 April 2007, but will not
be later than 11 June 2007.

In respect of each Tranche of a Series, the Issuer may exercise its
irrevocable call option to redeem early the Notes of such Tranche
(in whole and not in part) at their principal amount plus accrued
interest up to the relevant Call Redemption Date at any time from
and including the first Interest Period End Date by giving at least
5 Business Days’ prior written notice if the Swap Counterparty has
exercised the Swap Counterparty Option in respect of such
Tranche.

Series 17 Notes: 11 April 2011 (or, if applicable, such date falling
48 months after the Issue Date) (the “Original Maturity Date”),
extendable to 11 April 2014 (or, if applicable, such date falling 84
months after the Issue Date) (the “Extended Maturity Date”) if
the Issuer exercises its Issuer Extension Option in respect of either
or both Tranches of the Series 17 Notes (i.e. the maximum term of
the Series 17 Notes can be 7 years).

Series 18 Notes: 11 October 2012 (or, if applicable, such date
falling 66 months after the Issue Date).

See the section headed “Information about the Notes — Scheduled
Maturity Date”.

In respect of each Tranche of the Series 17 Notes, the Issuer may
extend the Scheduled Maturity Date of such Tranche from the
Original Maturity Date to the Extended Maturity Date at any time
by giving at least 10 Business Days’ prior written notice to the
Noteholders of such Tranche (via the clearing systems) if the Swap
Counterparty has exercised the Swap Extension Option in respect
of such Tranche.

In respect of each Series, 100 per cent. of the principal amount of
the Notes of such Series. However, a Series of Notes will be
redeemed at an amount which may be substantially less than their
outstanding principal amount upon, in respect of such Series of
Notes, the giving of a notice on or prior to the Scheduled Maturity
Date to the Noteholders of a Company or Sovereign Credit Event
in respect of a Company or the Sovereign Entity, the occurrence of
a Mandatory Redemption Event and the occurrence of an Issuer’s
Event of Default. Such redemption may occur prior to or even, in
certain circumstances, following the Scheduled Maturity Date for
such Series of Notes.



Security for the
Notes:

Listing:

In respect of each Series, (i) the Original Underlying Securities,
any Reinvested Eligible Investments and the proceeds of
redemption or repayment of the Original Underlying Securities
and any Reinvested Eligible Investments in respect of such Series
of Notes (in respect of such Series of Notes, the “Underlying
Securities”) (see the section headed “Information about the
Underlying Securities” in this Issue Prospectus for the meaning of
such capitalised terms); (ii) the swap arrangements entered into
with the Swap Counterparty referred to herein in respect of such
Series of Notes and (iii) the contingent forward transactions
entered into with the Forward Counterparty referred to herein in
respect of such Series of Notes.

The Notes will not be listed on any exchange.



THE DISTRIBUTORS

During the Offer Period, prospective investors may only purchase Notes from an
appointed Distributor.

The following are the Distributors which have been appointed as at the date of this
Issue Prospectus, and their respective “hotline” telephone numbers:

Distributors “Hotline” Distributors “Hotline”
#hig i
Bank of China (Hong Kong) Dah Sing Bank, Limited ...... 2828 8001
Limited .........coooveiiiiinni. 3669 3668 [CEA Securities Ltd............. 3101 8605
Bank of Communications Chong Hing Bank Limited... 2161 6888
Co., Ltd. Hong Kong MEVAS Bank Limited ......... 3101 3838
Branch....:...................‘ ...... 2269 9699 Nanyang Commercial Bank,
Chiyu Banking Corporation Limited....ooveveereeeeeeeee 2622 2633
Limited ..........coooeeiiinn.n. 2232 3633 Public Bank (Hong Kong)
CITIC Ka Wah Bank Limited ..oovvreeemeeeeeee. 2853 4671
L1m1ted'..' ............ RIRRE 2287 6788 Wing Hang Bank, Lid.......... 3199 9182
Core Pacific-Yamaichi Wing Lung Bank Limited..... 2526 5555

International (H.K.)
Limited...........cooeviiiinin.n. 2826 0857

Prospective investors should telephone one of the appointed Distributors if they
wish to find out how to purchase Notes and/or obtain a list of distributing locations from
where copies of the English and Chinese language versions of the Programme Prospectus
and this Issue Prospectus (together, the “Offering Documents”) may be obtained.

Additional distributors may be appointed by the Arranger after the date of this Issue
Prospectus. The identities and “hotlines” of any such additional distributors will be made
available to prospective investors upon request during normal business hours on any day
(Saturdays, Sundays and public holidays in Hong Kong excepted) from the offices of the
Arranger’s agent specified on page 45 of this Issue Prospectus. References herein to
“Distributor(s)” shall be deemed to include any such additional distributor(s) appointed
after the date of this Issue Prospectus.

Marketing Materials

Advertising or promotional materials in respect of the Notes (the ‘“Marketing
Materials’’) may be issued and/or distributed by parties other than the Issuer. Any
such Marketing Materials must be issued in full compliance with all relevant laws,
regulations, guidelines and/or codes (among other things, the law requires that any
Marketing Materials must be true, accurate and not misleading or deceptive) and
should state clearly who takes full responsibility for the issue and content of such
Marketing Materials. None of the Arranger, the Trustee, the Swap Counterparty, the
Forward Counterparty or the Determination Agent represents that the contents of
any Marketing Materials are true, accurate, not misleading or not deceptive and no
responsibility whatsoever is accepted in relation to any Marketing Materials by or
on behalf of such person.



References to websites

All references to websites in this Issue Prospectus are intended to assist
prospective investors to access further public information relating to the subject
matter indicated. Prospective investors should conduct their own web searches to
ensure that they are viewing the most up-to-date information. Information
appearing on such websites does not form any part of the Offering Documents. None
of the Issuer, the Arranger, the Trustee, the Swap Counterparty, the Forward
Counterparty or the Determination Agent accepts any responsibility whatsoever that
such information, if available, is accurate and/or up-to-date, and no responsibility
is accepted in relation to any such information by any person responsible for any of
the Offering Documents.

The offer of the Notes by the Issuer is made solely on the basis of the
information contained in the Offering Documents and prospective investors should
exercise an appropriate degree of caution when assessing the value of other
information which may appear on such websites and/or Marketing Materials.

Conventions

Prospective investors should be aware that where each Tranche of Notes is
represented by a Global Certificate registered in the name of a nominee for the
common depositary for Euroclear and/or Clearstream, Luxembourg, the term
“Noteholders” in the Programme Prospectus and herein shall mean the registered
nominee for the common depositary for Euroclear and/or Clearstream,
Luxembourg, as the case may be, as the legal holder of the relevant Tranche of
Notes. Individual retail investors in the Notes are not ‘“Noteholders” in this context.
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The terms “you”, “investors” or ‘“prospective investors” have been used herein to
describe the individual retail investors purchasing the Notes from a Distributor.

Any action an investor may wish to take against the Issuer in accordance with
the terms and conditions of the Notes will require the cooperation of the Noteholder
and/or the Trustee (as the case may be). Investors have no right of direct action
against the Issuer and will need to rely on their Distributor or broker to contact the
Trustee to take action against the Issuer on their behalf. The terms of business of one
Distributor or broker to another may be very different and prospective investors are
advised to read carefully the terms of business of any party they intend to engage
in maintaining an investment account for their Notes, and ensure they understand
the circumstances in which they may rely on such party to act on their behalf.

References herein to “HK$”, “HKD” and “HK dollars” are to Hong Kong
dollars and “US$”, “USD” and “US dollars” are to United States dollars.

Each of the Series 17 Tranche A Notes, Series 17 Tranche B Notes, Series 18
Tranche A Notes and Series 18 Tranche B Notes is referred to as a “Tranche”. The
Series 17 Tranche A Notes and the Series 17 Tranche B Notes are together referred
to as the “Series 17 Notes”. The Series 18 Tranche A Notes and the Series 18 Tranche
B Notes are together referred to as the “Series 18 Notes”. The Series 17 Notes and/or
the Series 18 Notes and/or a Tranche of such Series 17 Notes or Series 18 Notes (as
the case may be) are referred to as the “Notes”.
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THE PROGRAMME PROSPECTUS AND THE ISSUE PROSPECTUS

The Offering Documents for the Notes comprise the Programme Prospectus and this
Issue Prospectus.

The information contained in the Programme Prospectus, amended as set out in this
Issue Prospectus, is deemed to be repeated on the date of publication of this Issue
Prospectus. In the case of any discrepancy between the Programme Prospectus and this
Issue Prospectus, this Issue Prospectus shall prevail.

Prior to an investment in the Notes, prospective investors must have received and
read, or been given the opportunity to receive and read, the English or the Chinese
language versions of the Offering Documents. If prospective investors have not received
a copy of any of the Offering Documents in their preferred language prior to making a
decision to invest in the Notes, they must immediately contact their Distributor and
obtain a copy of the missing Offering Document(s) in their preferred language.

Hard copies of the Programme Prospectus and this Issue Prospectus (all available in
separate English and Chinese language versions) may be obtained, free of charge, during
normal business hours on any day (Saturdays, Sundays and public holidays in Hong Kong
excepted) as follows:

e  During the Offer Period: from each of the Distributors described above and
from the office of the Arranger’s agent specified on page 45 of this Issue
Prospectus.

e After the Offer Period and for so long as any Notes remain outstanding:
upon request, from the office of the Arranger’s agent specified on page 45 of
this Issue Prospectus.

If in doubt as to where to obtain the Programme Prospectus and/or this Issue
Prospectus, prospective investors should contact one of the Distributors.
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The Programme Prospectus contains important information about:
° the Issuer of the Notes;

e the Master Agreement and Swap Guarantee relevant to the swap arrangements
described herein;

° investment risk factors;

e taxation implications relating to the purchase, holding and sale of the Notes;
e custody, clearing and settlement arrangements;

e  market making arrangements; and

e the contractually binding master terms and conditions of the Notes (the
“Master Conditions”), including the security arrangements for the Notes.

Potential investors should read this Issue Prospectus in conjunction with the
Programme Prospectus to which it relates in order to understand the offer to which
the documents relate, in particular before making an application in response to the
offer.
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SUMMARY

The information set out in this section is a summary of the principal features of the
Notes. This summary should be read in conjunction with, and is qualified in its entirety
by reference to, the detailed information appearing elsewhere in this Issue Prospectus
and the Programme Prospectus. Capitalised terms used in this Issue Prospectus but not
defined herein shall have the meanings given to them in the Programme Prospectus.
Capitalised terms used in this section shall have the meanings given to them in the
sections headed “Information about the Notes” and “Technical Definitions” in this Issue
Prospectus.

Unless specified otherwise, the information set out in this section applies to each
Series of Notes separately, and all references to “Underlying Securities”, “Original
Underlying Securities”, “Reinvested Eligible Investments”, “Swap Agreement” and
“Forward Agreement” are to the Underlying Securities, Original Underlying
Securities, Reinvested Eligible Investments, Swap Agreement or Forward
Agreement, respectively, in respect of the Series 17 Notes or the Series 18 Notes, as
the case may be.

Structure and Outline
The Issuer of the Notes

The Issuer is incorporated with limited liability in the Cayman Islands. It is a thinly
capitalised special purpose company which will issue the Notes under the Programme on
a limited recourse basis backed by cashflows from certain assets held by it (comprising,
amongst other things, the Underlying Securities and its rights under a Swap Agreement
and a Forward Agreement entered into in connection with the issue of each Series of
Notes).

The Notes
The key features of each Series of Notes are:

(i) the Issuer will issue the Notes under the Programme on the Issue Date to raise
funds to invest in an equal aggregate principal amount of the Original
Underlying Securities in respect of such Series. In the event that any of the
Original Underlying Securities in respect of a Series are redeemed, in whole or
in part, at or above their outstanding principal amount including any accrued
interest in accordance with their terms for any reason whatsoever by the issuer
of such Original Underlying Securities (or, in the case of Original Underlying
Securities in the form of Liquidity Funds or Cash Deposits, redeemed or repaid
for any reason whatsoever (as the case may be)) prior to the Scheduled Maturity
Date in respect of such Series, the proceeds of redemption or repayment will be
paid into the account of the Issuer with the Custodian (which may or may not
be interest bearing) in respect of such Series. The Determination Agent, acting
for and on behalf of the Issuer, may in its sole and absolute discretion reinvest
the proceeds of redemption or repayment in Eligible Investments (any Eligible
Investments acquired shall herein be referred to as “Reinvested Eligible
Investments™). If any of the Reinvested Eligible Investments in respect of a
Series are themselves redeemed, in whole or in part, at or above their
outstanding principal amount including any accrued interest in accordance with
their terms by the issuer of such Reinvested Eligible Investments (or, in the
case of Reinvested Eligible Investments in the form of Liquidity Funds or Cash



(ii)

(iii)

Deposits, redeemed or repaid for any reason whatsoever (as the case may be))
prior to the Scheduled Maturity Date in respect of such Series, the proceeds of
redemption or repayment will be paid into the account of the Issuer with the
Custodian (which may or may not be interest bearing) in respect of such Series.
The Determination Agent, acting for and on behalf of the Issuer, may in its sole
and absolute discretion reinvest the proceeds of redemption or repayment of
such Reinvested Eligible Investments in Eligible Investments. Any such
Eligible Investments will also constitute Reinvested Eligible Investments. This
process can be repeated any number of times if applicable. Neither the
redemption, in whole or in part, of any of the Original Underlying Securities or
Reinvested Eligible Investments of a Series at or above their outstanding
principal amount including any accrued interest in accordance with their terms
(or, in the case of Original Underlying Securities or Reinvested Eligible
Investments in the form of Liquidity Funds or Cash Deposits, redeemed or
repaid for any reason whatsoever (as the case may be)) as described above nor
the investment in Eligible Investments using the proceeds of redemption or
repayment of such Original Underlying Securities or Reinvested Eligible
Investment, as the case may be, as described in this paragraph will in itself
impact on the Noteholders or the terms of the Notes, in each case of such Series.
However, prospective investors should note that the monetary value of such
proceeds of redemption or repayment of Underlying Securities could be lower
than the market value of the Underlying Securities which were redeemed or
repaid to yield such proceeds. Similarly, the market value of any Underlying
Securities invested in using such proceeds of redemption or repayment of
previously redeemed or repaid Underlying Securities could be lower than the
market value of the Underlying Securities which were redeemed or repaid to
yield such proceeds. Prospective investors should note that this could have an
adverse impact on the investors’ return of the investment in the Notes of such
Series. See the section headed “Information about the Underlying Securities”
(on pages 65 to 67) in this Issue Prospectus for the meaning of “Original
Underlying Securities” and “Underlying Securities”;

in respect of each Series, pursuant to the Swap Agreement in respect of such
Series, the Issuer will pay an amount equal to any interest received in respect
of the Underlying Securities in respect of such Series (if any) to the Swap
Counterparty and the Swap Counterparty will pay the Issuer an amount equal to
the interest (calculated as described below) due to be paid by the Issuer on such
Series of Notes. Where necessary the Issuer will enter into interest rate and
currency swap agreements to ensure interest and currency payment amounts
match;

if a Company or Sovereign Credit Event occurs (as further described below)
during the term of a Series of Notes and the Issuer gives notice to the
Noteholders of such Series of the occurrence of such Company or Sovereign
Credit Event, the Notes of such Series will be redeemed on the Company or
Sovereign Credit Event Redemption Date at the Company or Sovereign Credit
Event Redemption Amount as adjusted, in each case in respect of such Series
(as more fully described in the paragraph headed “Procedure for redemption of
the Notes following a Company or Sovereign Credit Event” in this section
below), being an amount which may be substantially less than the principal
amount of the Notes of such Series. In addition, the Notes of such Series will
cease to bear any interest from the Interest Period End Date immediately
preceding the date on which the Issuer gives notice to the Noteholders of such



(iv)

v)

(vi)

Series of the occurrence of the Company or Sovereign Credit Event (or, if
notice of the occurrence of the Company or Sovereign Credit Event is given
prior to the first Interest Period End Date, no interest will be payable on the
Notes of such Series);

in respect of each Tranche of a Series, the Issuer may exercise its irrevocable
call option to redeem early in whole (but not in part) the Notes of such Tranche
at any time from and including the first Interest Period End Date if the Swap
Counterparty has exercised the Swap Counterparty Option in respect of such
Tranche of Notes. In such circumstances, such Tranche will be redeemed in
whole (but not in part) at their principal amount plus accrued interest up to the
relevant Call Redemption Date (as further described in the paragraph headed
“Issuer Call Option” in the section headed “Information about the Notes” (on
pages 36 to 37) in this Issue Prospectus). Following the exercise of an Issuer
Call Option in respect of a Tranche of Notes, as such Tranche of Notes will
redeem in whole, no interest will be payable on such Tranche of Notes after the
Call Redemption Date;

the Notes of a Series may also be redeemed mandatorily upon the occurrence
of a Mandatory Redemption Event (as further described in the paragraph headed
“Mandatory Redemption” in the section headed “Information about the Notes”
(on pages 32 to 36) in this Issue Prospectus) or an Issuer’s Event of Default (as
further described in the paragraph headed “Issuer’s Events of Default” in the
section headed “Information about the Notes” (on pages 41 to 43) in this Issue
Prospectus) at the Mandatory Redemption Amount in respect of such Series,
being an amount which may be substantially less than the principal amount of
the Notes of such Series. In either case, the Notes of such Series will cease to
bear any interest from the Interest Period End Date immediately preceding the
date on which the relevant Mandatory Redemption Event occurs or, as the case
may be, the Issuer’s Event of Default occurs (or, if the relevant Mandatory
Redemption Event occurs or, as the case may be, the Issuer’s Event of Default
occurs prior to the first Interest Period End Date, no interest will be payable on
the Notes of such Series);

the term of each Tranche of the Series 17 Notes may be extended beyond the
Original Maturity Date to the Extended Maturity Date at the Issuer’s option at
any time by giving at least 10 Business Days’ prior written notice to the
Noteholders of such Tranche of Notes (via the clearing systems) if the Swap
Counterparty has exercised the Swap Extension Option in respect of such
Tranche; and

(vii) provided the Notes of a Series are not redeemed as a result of notice being given

in respect of a Company or Sovereign Credit Event, the occurrence of a
Mandatory Redemption Event, the exercise by the Issuer of the Issuer Call
Option in relation to the relevant Tranche of Notes or the occurrence of an
Issuer’s Event of Default, the Issuer will apply the redemption monies
receivable in respect of the Underlying Securities in respect of such Series
(and, where necessary, using the swap arrangements to ensure interest and
currency payments match) in repayment of the Notes of such Series. In such
circumstances, the Notes of such Series will be redeemed at their principal
amount on the Scheduled Maturity Date in respect of such Series.



Security in respect of a Series of Notes

The obligations of the Issuer under a Series of Notes will be secured principally by
security created over its rights in respect of the Underlying Securities, the Swap
Agreement and the Forward Agreement, in each case relating to such Series of Notes. A
prior security interest will be given to, among others, the Swap Counterparty and the
Forward Counterparty, securing the Issuer’s obligations under the Swap Agreement and
the Forward Agreement, respectively, in each case in respect of such Series (see the
section headed “Description of the Security Arrangements in respect of the Notes” (on
pages 82 to 84) in the Programme Prospectus and also the paragraph headed “Security”
in the section headed “Information about the Notes” (on pages 28 to 29) in this Issue
Prospectus).

The Companies and the Sovereign Entity

The Notes of each Series are credit linked (i.e. payments upon redemption (whether
at maturity or earlier) of the Notes depend on, amongst other things, the credit
performance of the companies, the sovereign entity and their respective Successors) to
(but are not obligations of):

e HSBC Bank plc and its Successors (“HSBC”);

e DBS Bank Ltd. and its Successors (“DBS”);

e Oversea-Chinese Banking Corporation Limited and its Successors (“OCBC”);
° China Development Bank and its Successors (“CDB”);

e  Swire Pacific Limited and its Successors (“Swire”); and

e Standard Chartered Bank and its Successors (“SCB”);

(each a “Company” and collectively referred to in this Issue Prospectus as the
“Companies”); and

e The People’s Republic of China and its Successors (the “Sovereign Entity”).

Procedure for redemption of the Notes of a Series following a Company or Sovereign
Credit Event

e  The Issuer notifies the Trustee and the Noteholders of such Series (via the
clearing systems) that (1) a Company or Sovereign Credit Event has occurred
in respect of one of the Companies or the Sovereign Entity (specifying the
applicable Company or Sovereign Credit Event and the Credit Event Entity (as
defined in the section headed “Technical Definitions” in this Issue Prospectus)
on or promptly after the Company or Sovereign Credit Event Determination
Date and (2) the Notes of such Series have ceased to bear interest from the
Interest Period End Date immediately preceding the date upon which notice is
given to the Noteholders of such Series of the occurrence of such Company or
Sovereign Credit Event (or, if such notification is given prior to the first
Interest Period End Date, no interest will be payable on the Notes of such
Series), and the Notes of such Series will be redeemed on the Company or
Sovereign Credit Event Redemption Date at the Company or Sovereign Credit
Event Redemption Amount as adjusted, in each case in respect of such Series



(as more fully described below). The notice setting out the occurrence of a
Company or Sovereign Credit Event will include a brief description of the
relevant event and the Public Source of such information and an explanation of
how it fits the definition of a Company or Sovereign Credit Event.

In practice, prior to the Issuer notifying the Trustee and the Noteholders of such
Series as described above, the Issuer would have received a notice from the
Swap Counterparty notifying the Issuer that a Company or Sovereign Credit
Event has occurred in respect of one of the Companies or the Sovereign Entity.
The Credit Event Entity notified to the Trustee and the Noteholders of such
Series by the Issuer as described above will be the same Company or Sovereign
Entity, as the case may be, notified by the Swap Counterparty to the Issuer
under the Swap Agreement in respect of such Series. If a Company or Sovereign
Credit Event occurs in respect of more than one Company or Sovereign Entity
at or about the same time, and notice of a Company or Sovereign Credit Event
is given to the Noteholders of such series, the Credit Event Entity as set out in
the Company or Sovereign Credit Event Notice will be the same Company or
Sovereign Entity, as the case may be, selected by the Swap Counterparty and
notified to the Issuer under the Swap Agreement in respect of such Series.

On or prior to the Valuation Date (as defined below) after the Company or
Sovereign Credit Event Determination Date in respect of such Series, the Swap
Counterparty will identify at its sole and absolute discretion certain borrowing
obligations of the Credit Event Entity which are “Bonds” or “Loans”, that may
in certain circumstances include the Reference Obligation of the Credit Event
Entity which meet the criteria for Deliverable Obligations, provided that the
Swap Counterparty may at its discretion on or prior to the Valuation Date
change one or more of the “Bonds” or “Loans” it has identified. In practice, the
same “Bonds” or “Loans” will be identified as Deliverable Obligations under
the provisions of the Swap Agreement in respect of such Series. (See the
definition of “Deliverable Obligation” in the section headed “Technical
Definitions — Determining Deliverable Obligations” (on pages 51 to 52) for
the meaning of Deliverable Obligations. See also the definition of “Reference
Obligation” in the section headed “Technical Definitions — Definitions” (on
pages 58 to 59) and the section headed “Information about the Companies and
the Sovereign Entity” (on pages 73 to 76) for the meaning and significance of
Reference Obligations.)

The aggregate principal amount of “Bonds” or “Loans” so identified (or its
equivalent in United States dollars calculated by reference to the relevant spot
exchange rate at the time the quotation is being obtained on the Valuation Date
in the case of “Bonds” or “Loans” which are not denominated in United States
dollars. In practice, the spot exchange rate(s) used will be the same as the spot
exchange rate(s) used by the calculation agent under the Swap Agreement in
respect of such Series) will be equivalent to the principal amount of the Notes
of such Series outstanding on the Company or Sovereign Credit Event
Determination Date in respect of such Series.

On any date (the “Valuation Date”) falling on or after the 52nd Business Day
to and including the 125th Business Day following the Company or Sovereign
Credit Event Determination Date in respect of such Series, as selected by the
Swap Counterparty at its sole and absolute discretion, the Swap Counterparty
will obtain firm bid prices for the purchase of the Deliverable Obligations
identified as described above from five Dealers as selected by the
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Determination Agent, acting for and on behalf of the Issuer (which Dealers will
not be affiliated to each other and may include the Arranger or any of its
Affiliates). If firm bid prices from five Dealers cannot be obtained, the Swap
Counterparty will determine such bid price for the purchase of the Deliverable
Obligations at its sole and absolute discretion, following which the
Determination Agent, acting for and on behalf of the Issuer, will also determine
the Company or Sovereign Credit Event Redemption Amount in respect of such
Series (which amount is then adjusted to allow for adjustments in respect of the
pro rata share of changes in the value of the Underlying Securities in respect
of such Series (as more fully described below)). The determination of the
Company or Sovereign Credit Event Redemption Amount of such Series may
fall after the Scheduled Maturity Date of such Series.

The Company or Sovereign Credit Event Redemption Amount of such Series
will be an amount equal to the amount determined for the Deliverable
Obligations of the Credit Event Entity in accordance with the previous
paragraph.

The Company or Sovereign Credit Event Redemption Amount of such Series
will reflect the fall in value of the Deliverable Obligations of the Credit Event
Entity.

The holders of the Series 17 Tranche A Notes and the Series 18 Tranche A Notes
will receive their pro-rata share of the relevant Company or Sovereign Credit
Event Redemption Amount plus or minus, as the case may be, their pro-rata
share of any appreciation or depreciation, as the case may be, in the market
value of the Underlying Securities of the relevant Series of Notes following the
sale of such Underlying Securities, as effected by the Determination Agent,
acting for and on behalf of the Issuer, in its sole and absolute discretion prior
to the relevant Company or Sovereign Credit Event Redemption Date. The
amount which investors will receive upon redemption of such Tranche of Notes
as described may be substantially less than the principal amount of the Notes
of such Tranche invested.

The holders of the Series 17 Tranche B Notes and the Series 18 Tranche B Notes
will receive the sum of the following amounts, after conversion into Hong Kong
dollars at the USD/HKD exchange rate prevailing on or about the relevant
Company or Sovereign Credit Event Redemption Date, as determined by the
Determination Agent, acting for and on behalf of the Issuer, in its sole and
absolute discretion acting in good faith: (i) their pro-rata share of the relevant
Company or Sovereign Credit Event Redemption Amount, plus or minus, as the
case may be, (ii) their pro-rata share of any appreciation or depreciation, as the
case may be, in the market value of the Underlying Securities of the relevant
Series of Notes following the sale of such Underlying Securities, as effected by
the Determination Agent, acting for and on behalf of the Issuer, in its sole and
absolute discretion prior to the relevant Company or Sovereign Credit Event
Redemption Date. The amount which investors will receive upon redemption of
such Tranche of Notes as described may be substantially less than the principal
amount of the Notes of such Tranche invested.

Prospective investors should appreciate that the market value of the Deliverable
Obligations used to determine the Company or Sovereign Credit Event
Redemption Amount of a Series as described above may be subject to certain
deductions relating to the costs associated with the holding and/or handling



and/or sale and/or valuation of the “Bonds” or “Loans” and will be paid net of
any required withholding and deductions (such amount is referred to in this
Issue Prospectus as the “net cash equivalents of the Deliverable Obligations”).
The pro-rata share of such net cash equivalents of the Deliverable Obligations
will be paid to holders of the Series 17 Tranche B Notes and the Series 18
Tranche B Notes in Hong Kong dollars converted at the USD/HKD exchange
rate prevailing on or about the relevant Company or Sovereign Credit Event
Redemption Date, as determined by the Determination Agent, acting for and on
behalf of the Issuer, and after making certain adjustments as described in the
previous two bullet points. Therefore, investors in the Series 17 Tranche B
Notes and the Series 18 Tranche B Notes will be exposed to an additional
exchange conversion risk which, depending on the prevailing exchange rate,
may or may not have an adverse impact on the return of the investment in their
Series 17 Tranche B Notes or Series 18 Tranche B Notes, as the case may be.
The amount which investors will receive upon redemption of such Notes as
described may be substantially less than the principal amount of the Notes
invested.

Prospective investors should also appreciate that the credit risk borne by
investors under the Notes is not allocated to any Company or Sovereign Entity
in any proportion.

Company or Sovereign Credit Event

In respect of a Company, a “Company or Sovereign Credit Event” includes any of
the following events:

“Bankruptcy” includes eight defined circumstances which relate to the
corporate dissolution, bankruptcy or insolvency of a Company or certain
defined steps being taken which may lead to the corporate dissolution,
bankruptcy or insolvency of a Company.

“Failure to Pay” includes the failure by a Company to make payment (in an
amount of not less than USD1,000,000 (the “Payment Requirement”)) under

one or more defined types of borrowing obligations when such payments fall
due.

“Restructuring” may occur in respect of a Company if (with a number of
defined exceptions) a Company or a Governmental Authority agrees with the
holders of one or more defined types of borrowing obligations in an aggregate
amount of not less than USD10,000,000 (the “Default Requirement”) to:

— a reduction in interest payable

— a reduction in principal payable

— a postponement of scheduled interest or principal payment date

— a subordination of the borrowing obligation

— achange in currency or other composition of interest or principal payment
(in certain defined circumstances)

unless the agreed Restructuring does not, amongst other things, result from a
deterioration in the creditworthiness or financial condition of a Company.
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In respect of the Sovereign Entity, a “Company or Sovereign Credit Event”
includes any of the following events:

e  “Failure to Pay” includes the failure by the Sovereign Entity to make payment
(in an amount of not less than the Payment Requirement (being USD1,000,000))
under one or more defined types of borrowing obligations when such payments
fall due.

e  “Restructuring” may occur in respect of the Sovereign Entity if (with a
number of defined exceptions) the Sovereign Entity or a Governmental
Authority agrees with the holders of one or more defined types of borrowing
obligations in an aggregate amount of not less than the Default Requirement
(being USD10,000,000) to:

— a reduction in interest payable

— a reduction in principal payable

— a postponement of scheduled interest or principal payment date
— a subordination of the borrowing obligation

— achange in currency or other composition of interest or principal payment
(in certain defined circumstances)

unless the agreed Restructuring does not, amongst other things, result from a
deterioration in the creditworthiness or financial condition of the Sovereign
Entity.

e  “Repudiation/Moratorium” may occur if (1) an authorised officer of the
Sovereign Entity or a Governmental Authority (a) rejects in whole or in part, or
challenges the validity of borrowing obligations in an amount of not less than
USD10,000,000 or (b) imposes a moratorium or standstill in respect of one or
more borrowing obligations in an aggregate amount of not less than
USD10,000,000 and (2) a Failure to Pay or Restructuring occurs (determined
without regard in either case to the Payment Requirement or the Default
Requirement).

Each of the above Company or Sovereign Credit Events is fully defined in the
section headed “Technical Definitions” in this Issue Prospectus. Such definitions are
based on (with certain modifications) technical definitions current in the professional
credit derivatives market. The above description is a summary intended to convey the
general nature of the Company or Sovereign Credit Events as defined and prospective
investors should remember that the actual occurrence of a Company or Sovereign
Credit Event would be determined by the Determination Agent on a strict application
of the technical definitions set out in the section headed “Technical Definitions” in
this Issue Prospectus.

Prospective investors should note that, after the occurrence of a Company or
Sovereign Credit Event, the market value of the “Bonds” or “Loans” of the Credit Event
Entity are likely to be substantially less than the principal amount of those “Bonds” or
“Loans” (and may be as low as zero). Accordingly, the Company or Sovereign Credit
Event Redemption Amount as adjusted (as more fully described in the paragraph headed
“Procedure for redemption of the Notes following a Company or Sovereign Credit Event”
above) payable to investors in a Series of Notes following the occurrence of a Company
or Sovereign Credit Event is likely to be substantially less than the principal amount of
the Notes of such Series.



Mandatory Redemption Events and Issuer’s Events of Default

The Notes of each Series will also be redeemed in respect of other events that are
not Company or Sovereign Credit Events (for further details and an outline of the
procedure for the redemption of the Notes following the occurrence of a Mandatory
Redemption Event or an Issuer’s Event of Default, see the paragraphs headed
“Mandatory Redemption” (on pages 32 to 36) and “Issuer’s Events of Default” (on pages
41 to 43) in the section headed “Information about the Notes” in this Issue Prospectus).
In such circumstances, there is no assurance that the Issuer will have sufficient amounts
to repay the principal amount due to be paid in respect of the Notes of such Series.
Prospective investors should appreciate that the Notes of such Series will cease to bear
any interest from the Interest Period End Date immediately preceding the date on which
a Mandatory Redemption Event in respect of such Series or, as the case may be, an
Issuer’s Event of Default occurs or, if a Mandatory Redemption Event in respect of such
Series or, as the case may be, an Issuer’s Event of Default occurs prior to the first Interest
Period End Date, no interest will be payable on the Notes of such Series.

Issuer Call Option

In respect of each Tranche of a Series, the Issuer may exercise its irrevocable call
option to redeem early the Notes of such Tranche in whole (but not in part) at any time
from and including the first Interest Period End Date if the Swap Counterparty has
exercised the Swap Counterparty Option in respect of such Tranche of Notes. Following
the exercise by the Issuer of its irrevocable call option in relation to a Tranche of Notes,
the Notes of such Tranche will be redeemed in whole at their principal amount plus
accrued interest up to the relevant Call Redemption Date. Any exercise by the Issuer of
an Issuer Call Option shall be irrevocable and the redemption of the relevant affected
Tranche of Notes following such exercise of such Issuer Call Option will occur as
described above notwithstanding the occurrence of a Mandatory Redemption Event or a
Company or Sovereign Credit Event after the exercise of such Issuer Call Option.
Following the exercise of an Issuer Call Option in respect of a Tranche of Notes, as such
Tranche of Notes will be redeemed in whole, no interest will be payable on such Tranche
of Notes after the Call Redemption Date (for further details and a description of the
procedure for the redemption of Notes of any Tranche in whole following the exercise
of an Issuer Call Option, see the paragraph headed “Issuer Call Option” in the Section
headed “Information about the Notes” in this Issue Prospectus).

Issuer Extension Option

In respect of each Tranche of the Series 17 Notes, the Issuer has the right, but not
the obligation, to extend the Scheduled Maturity Date of such Tranche in whole (but not
in part) from the Original Maturity Date to the Extended Maturity Date at any time by
giving at least 10 Business Days’ prior written notice to the Noteholders of such Tranche
of Notes (via the clearing systems), provided that the Issuer shall only exercise such right
if the Swap Counterparty has exercised the Swap Extension Option in respect of such
Tranche. Neither the Issuer Extension Option nor the Swap Extension Option is
applicable to the Series 18 Notes. For further details, see the paragraph headed “Issuer
Extension Option” in the Section headed “Information about the Notes” in this Issue
Prospectus”.

Are the Notes appropriate for you?
The Notes are designed for investors who are:

° looking for fixed rate semi-annual interest income;



in respect of the Series 17 Tranche B Notes and the Series 18 Tranche B Notes,
confident about the stability in the exchange rate of USD/HKD;

willing to accept extension of the maturity date for the Series 17 Notes by the
Issuer at its option;

confident that none of the Companies or any Successors to such Companies will
be affected by a major corporate default on its borrowings, bankruptcy or
adverse debt restructuring prior to the relevant Scheduled Maturity Date and
accept the risk that the principal amount of the Notes of the relevant Series and
any accrued interest from the immediately preceding Interest Period End Date
will not be payable in such event;

confident that the Sovereign Entity or any Successor to the Sovereign Entity
will not be affected by a major default on its borrowings or an adverse debt
restructuring nor will it impose a moratorium on or repudiate its borrowings
and then default on such borrowings or be affected by an adverse debt
restructuring in respect of such borrowings, in each case, prior to the relevant
Scheduled Maturity Date and accept the risk that the principal amount of the
Notes of the relevant Series and any accrued interest from the immediately
preceding Interest Period End Date will not be payable in such event;

willing to accept redemption of the Notes of a Series following notification of
the occurrence of a Company or Sovereign Credit Event or the occurrence of a
Mandatory Redemption Event or an Issuer’s Event of Default, and accept that
the amount available to the Issuer for payment to Noteholders of such Series
under such circumstances (in the case of redemption of Notes following the
occurrence of a Mandatory Redemption Event or an Issuer’s Event of Default,
after deducting any costs and expenses arising out of an early termination of the
Swap Agreement or the Forward Agreement, as the case may be, in respect of
such Series and paying any other amounts owed by the Issuer to other parties
in priority to the Noteholders of such Series) may be substantially less than the
principal amount of the Notes of such Series and that any accrued interest from
the immediately preceding Interest Period End Date will not be payable in such
event; and

willing to accept that the Issuer may redeem the Notes of either or both
Tranches of a Series in whole early at any time from and including the first
Interest Period End Date if the Swap Counterparty has exercised the Swap
Counterparty Option in respect of such Tranche(s) of a Series and confident that
they may be able to reinvest the principal amount of the Notes of such
Tranche(s) redeemed at a rate of return comparable to that provided under the
Notes of such Tranche(s).

Prospective investors should read this Issue Prospectus and the Programme
Prospectus carefully to determine if the Notes are a suitable investment for them and
should not invest in the Notes if they do not fully understand all the features and
risks of the Notes. Prospective investors in the Notes should therefore consult their
own legal, tax, accountancy or other professional advisers to assist them to
determine the suitability of the Notes for them as an investment.
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INFORMATION ABOUT THE NOTES

The following summary of certain important terms of the Notes is qualified by
reference to the full text of the Master Conditions applicable to the Notes set out in the
Programme Prospectus and the Global Certificates (incorporating the provisions of the
Pricing Supplements) which will represent the Notes. See “Master Conditions” below for
a description of the relationship between the Master Conditions, the Pricing Supplements
and the Global Certificates. Capitalised terms used in this Issue Prospectus but not
defined in this Issue Prospectus shall have the meanings given to them in the Programme
Prospectus. The Notes (in global and definitive form) and related terms and conditions
thereof, as described in this Issue Prospectus, will be issued in the English language.

Please refer to the paragraph headed “Conventions” in the section headed “The
Distributors” for a discussion relating to the usage of the terms “Noteholders”, “you”,
“investors” and “prospective investors” in this Issue Prospectus.

Unless specified otherwise, the information set out in this section applies to each
Series of Notes separately, and all references to “Underlying Securities”, “Original
Underlying Securities”, “Reinvested Eligible Investments”, “Swap Agreement” and
“Forward Agreement” are to the Underlying Securities, Original Underlying
Securities, Reinvested Eligible Investments, Swap Agreement or Forward
Agreement, respectively, in respect of the Series 17 Notes or the Series 18 Notes, as
the case may be.

Issuer: Victoria Peak International Finance Limited (as further
described in “Description of the Issuer” in the Programme
Prospectus).

Issue Size: The total principal amount of Notes of a Tranche to be

issued will be determined by the Arranger in its absolute
discretion on the Fixing Date in light of market interest in
the Notes. The Issue Size will be notified to investors as
soon as practicable after the Issue Date in the manner
provided under the paragraph headed “Notices” in this
section below.

Please note that the Issuer, after consultation with the
Arranger, may in its absolute discretion decide on or
before the Fixing Date to issue or not to issue either or
both Tranche(s) of a Series in light of general market
interest in the Notes.

If the Issuer, after consultation with the Arranger, decides
not to issue either or both Tranche(s) of a Series, monies
paid by applicants in respect of the affected Tranche(s) will
be returned by the Distributors within 10 Hong Kong
Business Days after the Fixing Date. See the paragraphs
headed “Cancellation of the issue of any Tranche of Notes”
and “Refund of Application Monies” in the section headed
“Application Procedures” in this Issue Prospectus.

Issue Price: 100 per cent. of the principal amount of the Notes (the
“Issue Price”).



Issue Date:

Fixing Date:

Postponement of
Issue Date:

The Issue Date is expected to be 11 April 2007 and may be
postponed as described under “Fixing Date” and
“Postponement of Issue Date” below, but will be no later
than 11 June 2007.

Expected to be 27 March 2007 (the “Original Fixing
Date”). The Issuer, after consultation with the Arranger,
may exercise its absolute discretion to postpone the Fixing
Date to a date falling no later than 4 June 2007, in which
case such date will be the Fixing Date. If the Issuer so
postpones the Fixing Date, it will notify the Distributors of
the postponed Fixing Date on or before the Original Fixing
Date.

If the Issuer postpones the Fixing Date as described above,
if the Issuer so requires, the expected Issue Date will also
be postponed by at least the same number of Hong Kong
Business Days by which the Fixing Date was postponed.
The Issuer will notify the Distributors of the postponed
expected Issue Date on or before the Original Fixing Date.

Notwithstanding any postponement of the Fixing Date as
described above, the Issuer, after consultation with the
Arranger, may exercise its absolute discretion not to
issue either or both Tranche(s) of a Series in light of
general market interest. If the Issuer decides not to issue
either or both Tranche(s) of a Series, it will notify the
Distributors as soon as practicable after the Fixing Date.
See the paragraphs headed “Cancellation of the issue of
any Tranche of Notes” and ‘“Refund of Application
Monies” in the section headed “Application Procedures”
in this Issue Prospectus.

Notwithstanding the determination by the Arranger of the
total principal amount of Notes of a Tranche to be issued on
the Fixing Date, the Issuer, after consultation with the
Arranger, may at any time between the Fixing Date and the
then expected Issue Date exercise its absolute discretion to
postpone the Issue Date to a date falling no later than 11
June 2007. Where both Tranches of a Series are to be
issued, the Issue Date of one Tranche may be postponed
independently of the Issue Date of the other Tranche. Such
right to postpone the Issue Date will apply in addition to the
right to postpone the Fixing Date. If the Issuer so postpones
the Issue Date to issue either or both Tranches of a Series,
it will notify the Distributors on or before the then expected
Issue Date.



Interest Rate:

For Series 17 Tranche A:

6.00 per cent. per annum from, and including, the first
Interest Period to, and including, the eighth Interest Period
(“Year 1 to 47), and if the Issuer exercises its Issuer
Extension Option in respect of such Tranche, 7.50 per cent.
per annum from, and including, the ninth Interest Period to,
and including, the Interest Period ending on the Extended
Maturity Date (“Year 5 to 77).

For Series 17 Tranche B:

5.50 per cent. per annum from Year 1 to 4 and if the Issuer
exercises its Issuer Extension Option in respect of such
Tranche, 7.00 per cent. per annum from Year 5 to 7.

For Series 18 Tranche A:

5.30 per cent. per annum from Year 1 to 4 and 6.30 per cent.
per annum from the ninth Interest Period to, and including,
the Interest Period ending on the Scheduled Maturity Date
of the Series 18 Notes (“Year 5 to 5.57).

For Series 18 Tranche B:
5.00 per cent. per annum from Year 1 to 4 and 5.60 per cent.
per annum from Year 5 to 5.5 (being the last 1.5 years).

Where:

“Interest Period” means the period beginning on and
including the Issue Date and ending on but excluding the
first Interest Period End Date (expected to be 11 October
2007 or, if applicable, such other date as may be six months
following the Issue Date) and each successive period
beginning on and including an Interest Period End Date and
ending on but excluding the next succeeding Interest Period
End Date.



Interest Amount:

“Interest Period End Date” means 11 October and 11 April
of each year (or, if applicable, such other dates falling on
every six months following the Issue Date), commencing on
11 October 2007 (or, if applicable, such other date as may
be six months following the Issue Date) up to and including
the Scheduled Maturity Date of the relevant Series, or, if
applicable, (in the case of notice of the occurrence of a
Company or Sovereign Credit Event being given to
Noteholders of such Series or a Mandatory Redemption
Event in respect of such Series or an Issuer’s Event of
Default occurring) the Interest Period End Date
immediately preceding the date upon which notice is given
to the Noteholders of such Series of the occurrence of a
Company or Sovereign Credit Event or, as the case may be,
the date upon which the Mandatory Redemption Event
occurs or, as the case may be, the date upon which the
Issuer’s Event of Default occurs or (in the case of the
exercise of an Issuer Call Option in respect of the relevant
Tranche of a Series) the Call Redemption Date in respect of
such Issuer Call Option (see “Procedure for redemption of
the Notes following a Company or Sovereign Credit Event”,
“Mandatory Redemption Events and Issuer’s Events of
Default” and “Issuer Call Option” in the section headed
“Summary — Structure and Outline” of this Issue
Prospectus).

Unless (i) notice of the occurrence of a Company or
Sovereign Credit Event is given to Noteholders of a Series,
(i) a Mandatory Redemption Event in respect of such
Series occurs, (iii) an Issuer’s Event of Default occurs or
(iv) an Issuer Call Option is exercised in respect of the
relevant Tranche of Notes:

(a) on each Interest Payment Date relating to Year 1 to 4,
the holders of Series 17 Tranche A Notes will receive
an amount of USD150 per Note, the holders of Series
17 Tranche B Notes will receive an amount of
HKD1,100 per Note, the holders of Series 18 Tranche
A Notes will receive an amount of USDI132.50 per
Note and the holders of Series 18 Tranche B Notes will
receive an amount of HKD1,000 per Note;

(b) in respect of each Tranche of the Series 17 Notes, if the
Issuer exercises its Issuer Extension Option in respect
of such Tranche, on each Interest Payment Date
relating to Year 5 to 7, the holders of Series 17 Tranche
A Notes will receive an amount of USDI187.50 per
Note and the holders of Series 17 Tranche B Notes will
receive an amount of HKD1,400 per Note; and



Interest Payment Dates:

(c) in respect of each Tranche of Series 18 Notes, on each
Interest Payment Date relating to Year 5 to 5.5 (being
the last 1.5 years), the holders of Series 18 Tranche A
Notes will receive an amount of USD157.50 per Note
and the holders of Series 18 Tranche B Notes will
receive an amount of HKD1,120 per Note.

Interest will be payable semi-annually in arrear on 11
October and 11 April in each year (or, if applicable, such
other dates falling on every six months following the Issue
Date), commencing on 11 October 2007 (or, if applicable,
such other date as may be six months following the Issue
Date) up to and including the Scheduled Maturity Date of
the relevant Series, or, if applicable, (in the case of notice
of the occurrence of a Company or Sovereign Credit Event
being given to Noteholders of such Series or a Mandatory
Redemption Event in respect of such Series or an Issuer’s
Event of Default occurring) the Interest Payment Date
immediately preceding the date upon which notice is given
to the Noteholders of such Series of the occurrence of a
Company or Sovereign Credit Event or, as the case may be,
the date upon which the Mandatory Redemption Event
occurs or, as the case may be, the date upon which the
Issuer’s Event of Default occurs or (in the case of the
exercise of an Issuer Call Option in respect of the relevant
Tranche of a Series) the Call Redemption Date in respect of
such Issuer Call Option (see “Procedure for redemption of
the Notes following a Company or Sovereign Credit Event”,
“Mandatory Redemption Events and Issuer’s Events of
Default” and “Issuer Call Option” in the section headed
“Summary — Structure and Outline” of this Issue
Prospectus).

If an Interest Payment Date in any year is a Saturday or a
Sunday or otherwise is not a day on which commercial
banks open for business and foreign exchange markets
settle payments in US dollars or generally in New York
City, London and Hong Kong (a “Business Day”) then
payment of the interest or principal due on that day will be
made on the first Business Day after that day. No
adjustment will be made to the amount of interest or
principal payable in the event of such a postponed payment.
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Interest Rate Day Count
Fraction:

Scheduled Maturity Date:

Upon (i) a notice being given to the Noteholders of a Series
in respect of the occurrence of a Company or Sovereign
Credit Event or (ii) a Mandatory Redemption Event in
respect of such Series occurring or (iii) an Issuer’s Event of
Default occurring, the Notes of such Series will cease to
bear any interest from the Interest Period End Date
immediately preceding the date upon which notice is given
to the Noteholders of such Series of the occurrence of such
Company or Sovereign Credit Event or, as the case may be,
the date upon which the Mandatory Redemption Event
occurs or, as the case may be, the date upon which the
Issuer’s Event of Default occurs or, if notification of such
Company or Sovereign Credit Event is given or, as the case
may be, the Mandatory Redemption Event occurs or, as the
case may be, the Issuer’s Event of Default occurs prior to
the first Interest Period End Date, no interest will be
payable on the Notes of such Series.

Upon the exercise of an Issuer Call Option in respect of a
Tranche of Notes, no interest will be payable on such
Tranche of Notes after the Call Redemption Date in respect
of such Issuer Call Option.

30/360.

In respect of each Tranche of the Series 17 Notes, 11 April
2011 (or, if applicable, such date falling 48 months after the
Issue Date) (the “Original Maturity Date”) or, if the Issuer
exercises its Issuer Extension Option in respect of such
Tranche, 11 April 2014 (or, if applicable, such date falling
84 months after the Issue Date) (the “Extended Maturity
Date”). All references to “Scheduled Maturity Date” in
respect of the Series 17 Notes shall be read as a reference
to the Original Maturity Date (if the Issuer has not
exercised its Issuer Extension Option in respect of such
Tranche) or the Extended Maturity Date (if the Issuer has
exercised its Issuer Extension Option in respect of such
Tranche), as the case may be.

In respect of the Series 18 Notes, 11 October 2012 (or, if
applicable, such date falling 66 months after the Issue
Date).

Please note that the Notes of a Series may be redeemed
before or after the Scheduled Maturity Date in respect of
such Series if notice of the occurrence of a Company or
Sovereign Credit Event is given to Noteholders or if a
Mandatory Redemption Event in respect of such Series or
Issuer’s Event of Default occurs. A Tranche of Notes will be
redeemed before the relevant Scheduled Maturity Date if
the Issuer exercises the Issuer Call Option in respect of
such Tranche of Notes.



Issuer Extension Option:

Redemption Amount on
the Scheduled Maturity
Date:

Note Denomination/
Principal Amount
per Note:

Form:

Status:

Swap Agreement/Swap
Guarantee:

In respect of each Tranche of the Series 17 Notes, the Issuer
has the right, but not the obligation, to extend the maturity
date of such Tranche in whole (but not in part) from the
Original Maturity Date to the Extended Maturity Date at
any time by giving at least 10 Business Days’ prior written
notice to the Noteholders of such Tranche (via the clearing
systems), provided that the Issuer shall only exercise such
right if the Swap Counterparty has exercised the Swap
Extension Option in respect of such Tranche.

“Swap Extension Option” means, in respect of each
Tranche of the Series 17 Notes, the option of the Swap
Counterparty, as provided in the Swap Agreement in respect
of the Series 17 Notes, to extend the term of such Swap
Agreement in accordance with its terms in respect of the
notional amount of such Tranche in whole (but not in part)
at any time by giving not less than 10 Business Days’ notice
to the Issuer.

Neither the Issuer Extension Option nor the Swap
Extension Option is applicable to the Series 18 Notes.

100 per cent. of the principal amount outstanding of the
Notes of a Series (subject to the notification of the
occurrence of a Company or Sovereign Credit Event or the
occurrence of a Mandatory Redemption Event in respect of
such Series or an Issuer’s Event of Default).

Series 17 Tranche A Notes and Series 18 Tranche A Notes:
USDS5,000

Series 17 Tranche B Notes and Series 18 Tranche B Notes:
HKD40,000

The Notes will be in registered global form.

For a description of how investors will hold the Notes,
please see the section headed “Custody Arrangements with
Distributors” in the Programme Prospectus.

The Notes are secured and limited recourse obligations of
the Issuer, as described below.

To enable the Issuer to meet its payment obligations under
a Series of Notes, the Issuer will enter into a Swap
Agreement (each a “Swap Agreement”) with Morgan
Stanley Capital Services Inc. (the “Swap Counterparty”)
in respect of such Series of Notes. The obligations of the
Swap Counterparty will be guaranteed by Morgan Stanley
(the “Swap Guarantor”) pursuant to the swap guarantee
dated 30 September 2004 (the “Swap Guarantee”). (See
the section headed “Information about the Swap
Arrangements for the Notes” in this Issue Prospectus.)



The Morgan Stanley
Exchange Option:

Early Termination of
Swap Agreement:

The Notes will not be obligations of and will not be
guaranteed by either the Swap Counterparty or the
Swap Guarantor. The Swap Guarantee comprises a
guarantee only in respect of the Swap Counterparty’s
payment of all amounts due and payable to the Issuer
under each Swap Agreement.

Morgan Stanley & Co. International Limited has a right
under the Morgan Stanley Exchange Option to exchange
any or all of the Notes of a Series beneficially owned by it
for a pro-rata amount of the Underlying Securities in
respect of such Series of Notes from the Issuer (see the
section headed “Summary of the Retail Note Programme —
The Morgan Stanley Exchange Option” in the Programme
Prospectus).

Condition 7(i) of the Master Conditions as set out in the
section headed “Master Terms and Conditions of the Notes”
in the Programme Prospectus shall not apply.

Upon an early termination of the Swap Agreement in
respect of a Series (in whole or in part) (other than as a
result of the exercise by the Swap Counterparty of one or
more Swap Counterparty Options or the giving of notice of
the occurrence of a Company or Sovereign Credit Event to
the Noteholders of such Series or following the exercise by
the Issuer of one or more Issuer Call Options or the exercise
by Morgan Stanley & Co. International Limited of the
Morgan Stanley Exchange Option) and such Swap
Agreement (or the relevant part, as applicable) is not
replaced by similar arrangements on or prior to such
termination, (see the section headed “Description of the
Swap Agreement and the Swap Guarantee” in the
Programme Prospectus), a Mandatory Redemption Event
will occur in respect of such Series and the Notes of such
Series will be subject to early redemption (see the section
headed “Information about the Notes — Mandatory
Redemption” and paragraph (iii) of such section in this
Issue Prospectus) and the Issuer or the Swap Counterparty
may be liable to make a termination payment to the other
(regardless, if applicable, of which of such parties may
have caused such termination) (please also see the
paragraph headed “Termination of Swap Agreement” in the
section headed “Information About the Swap Arrangements
for the Notes™ in this Issue Prospectus).

There is no assurance that any redemption amount payable
to Noteholders of a Series following an early termination of
the Swap Agreement in respect of such Series will be
sufficient to pay the principal amount and interest to be
paid in respect of the Notes of such Series.
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Forward Agreement/
MS/MSIL Guarantee:

Security:

In connection with the issue of each Series of Notes, the
Issuer will enter into a confirmation in respect of a
contingent forward transaction under a master agreement in
connection with each Tranche of Notes (the confirmations
relating to Tranches of the same Series together with the
master agreement, a “Forward Agreement”) with Morgan
Stanley & Co. International Limited (the “Forward
Counterparty”). The obligations of the Forward
Counterparty will be guaranteed by the Swap Guarantor
pursuant to a guarantee dated 29 April 2005 (the
“MS/MSIL Guarantee”) which is in substantially the same
form as the form of the Swap Guarantee set out in Appendix
B to the Programme Prospectus.

If an Issuer Call Option is exercised in relation to a Tranche
of a Series, the Issuer will, pursuant to the Forward
Agreement in respect of such Series, deliver to the Forward
Counterparty the Underlying Securities in respect of such
Tranche and in return receive a cash amount equal to the
principal amount of such Underlying Securities. The Issuer
will pay to the Swap Counterparty such cash amount it
receives from the Forward Counterparty and the Swap
Counterparty will pay to the Issuer an amount equal to the
principal amount of the relevant Tranche of Notes plus any
accrued interest up to the Call Redemption Date in respect
of such Issuer Call Option to enable the Issuer to meet its
obligations under such Tranche. See the section headed
“Information about the Forward Agreements” in this Issue
Prospectus for further details.

In respect of a Series, pursuant to the provisions of a
principal trust deed dated 30 August 2004 as amended and
restated on 29 March 2005 and as further amended and
restated on 5 June 2006 (the “Principal Trust Deed”)
entered into between the Issuer and BNY Corporate Trustee
Services Limited (formerly known as J.P. Morgan
Corporate Trustee Services Limited) (in its capacity as the
“Trustee”) and a supplemental trust deed to be dated the
Issue Date (the supplemental trust deed in respect of the
Series 17 Notes, the “Seventeenth Supplemental Trust
Deed” and the supplemental trust deed in respect of the
Series 18 Notes, the “Eighteenth Supplemental Trust
Deed”. The Seventeenth Supplemental Trust Deed together
with the Principal Trust Deed is a “Trust Deed” in respect
of the Series 17 Notes and the Eighteenth Supplemental
Trust Deed together with the Principal Trust Deed is a
“Trust Deed” in respect of the Series 18 Notes) to be
entered into between, amongst others, the Issuer and the
Trustee, the Issuer will grant the security described below
to the Trustee as continuing security for (i) the payment of



The Beneficiaries:

all sums due under the Trust Deed in respect of such Series
and the Notes of such Series and (ii) the performance by the
Issuer of its obligations under the Swap Agreement and the
Forward Agreement, each in respect of such Series. The
Trustee shall hold the security for each Series on behalf of
the relevant Beneficiaries (see the paragraph headed “The
Beneficiaries” in this section below).

The following is a summary of the security (the
“Mortgaged Property”) which will be granted by the
Issuer in respect of a Series of Notes:

e a fixed charge of its rights attaching to or relating to
the Underlying Securities in respect of such Series and
all sums derived therefrom (see the section headed
“Description of the Security Arrangements in respect
of the Notes” in the Programme Prospectus);

e an assignment of all its rights, title and interest under
the Swap Agreement in respect of such Series, the
Swap Guarantee, the Agency Agreement (as defined in
the Master Conditions), the Forward Agreement in
respect of such Series and the MS/MSIL Guarantee,
including all its rights against the Custodian, to the
extent they relate to the Underlying Securities in
respect of such Series, including, amongst others, all
rights to the delivery of such Underlying Securities
against the Custodian or any applicable clearing
system; and

e a fixed charge of all sums (i) received under the Swap
Agreement in respect of such Series, the Swap
Guarantee, the Forward Agreement in respect of such
Series and the MS/MSIL Guarantee and (ii) held by the
Principal Paying Agent, the Custodian or the Registrar
to meet payments due in respect of such Series of
Notes.

Additional documents creating security interests specified
as such in the Seventeenth Supplemental Trust Deed or the
Eighteenth Supplemental Trust Deed, as the case may be,
may be entered into by the Issuer where relevant.

The claims of the Trustee, the Custodian, the Principal
Paying Agent, the Registrar, the Swap Counterparty and the
Forward Counterparty against the Issuer in respect of a
Series shall rank prior to the claims of the Noteholders
under the Notes of such Series in the application of all
monies received in connection with the realisation or
enforcement of the Mortgaged Property in respect of such
Series (please see further the paragraph headed “Order of
Priorities” in this section below). In realising the
Mortgaged Property in respect of a Series, in certain
circumstances the Trustee is obliged to act in accordance
with the directions of the Swap Counterparty (provided that
sums are due to the Swap Counterparty in respect of such
Series).
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Order of Priorities:

Limited Recourse:

“Derivatives  Counterparty  Priority”  shall  apply.
Accordingly, all monies received by the Trustee in respect
of the Mortgaged Property in respect of a Series of Notes
will be applied in the following order of priorities:

(a) First, in payment or satisfaction of the fees, costs,
charges, expenses and liabilities incurred by the
Trustee or any receiver in preparing and executing the
trusts under the notes and the Trust Deed in respect of
such Series (including any taxes required to be paid,
the costs of realising or enforcing any security and the
Trustee’s remuneration);

(b) Secondly, rateably in meeting the claims (if any) of the
Swap Counterparty under the Swap Agreement in
respect of such Series and the Forward Counterparty
under the Forward Agreement in respect of such Series
(which for this purpose shall include any claim of the
Custodian for reimbursement in respect of payments
made to the Swap Counterparty under the Swap
Agreement or the Forward Counterparty under the
Forward Agreement, as the case may be, in each case
in respect of such Series and relating to sums
receivable on the Underlying Securities in respect of
such Series);

(c) Thirdly, rateably in meeting the claims (if any) of the
holders of Notes and Coupons (as defined in the Master
Conditions in the Programme Prospectus) of such
Series (which for this purpose will include any claim
of the Custodian, the Principal Paying Agent and the
Registrar for reimbursement in respect of payment of
principal and interest made to holders of Notes and/or
Coupons of such Series); and

(d) Fourthly, in payment of the balance (if any) to the
Issuer.

Claims against the Issuer by the Trustee, the Noteholders,
the Swap Counterparty, the Forward Counterparty, the
Principal Paying Agent, the Registrar and the Custodian
will be limited to the Mortgaged Property in respect of the
relevant Series of Notes (as described in the paragraph
headed “Security” in this section above). If the net proceeds
of the enforcement or realisation of the security
constituting the Mortgaged Property in respect of a Series
of Notes are not sufficient to make all payments due in
respect of such Series of Notes, no other assets of the Issuer
will be available to meet such shortfall and all claims in
respect of such shortfall shall be extinguished. See the
paragraph headed “Order of Priorities” in this section above
for a description of how the claims of the secured parties,
including the Noteholders, would rank in the case of any
such shortfall.



Underlying Securities:

“Standard Underlying Securities” as specified in Condition
3 of the Master Conditions in the section headed “Master
Terms and Conditions of the Notes” in the Programme
Prospectus shall apply. The Issuer, using the proceeds
received from the issue of a Series of Notes, will on the
Issue Date invest such proceeds in a principal amount of
securities (including, without limitation, liquidity funds or
money market funds or similar investment vehicles), or in
a deposit, denominated in US dollars that satisfy the criteria
set out in Condition 3(e) in the section headed ‘“Master
Terms and Conditions of the Notes” in the Programme
Prospectus. Such securities or deposits in respect of a
Series are referred to in this Issue Prospectus as the
“Original Underlying Securities” in respect of such
Series.

Information about which Original Underlying Securities are
to be invested in will not be available at the time investors
decide to purchase the Notes of a Series. However, the
Issuer will, as soon as practicable after the Issue Date,
notify the Noteholders of such Series (via the clearing
systems) details (including the issuer(s) and rating(s)) of
the Original Underlying Securities in respect of such Series
(or the rating(s) of the issuer(s) or obligor(s) thereof).
Information about the issuer(s) and the rating(s) of such
Original Underlying Securities (or the rating(s) of the
issuer(s) or obligor(s) thereof) will also be made available
for inspection in accordance with the paragraph headed
“Display Documents” in the section headed “Additional
Information About the Offering” from the Issue Date. See
also the paragraph headed “Discretion of the Issuer to
invest in the Underlying Securities” in the section headed
“Risk Factors” in the Programme Prospectus.

The Original Underlying Securities or, where applicable,
each Original Underlying Securities (or the issuer(s) or
obligor(s) thereof) will on the Issue Date (other than that
part of the Original Underlying Securities in the form of
Cash Deposits) be rated at least “Aaa”, “Aa2/P-1” (in the
case of Medium Term Notes), “P-1" or “MR1+” (as the case
may be) by Moody’s and/or at least “AAA”, “AA/A-1" (in
the case of Medium Term Notes), “A-1" or “AAAmM” (as the
case may be) by S&P and/or at least “AAA”, “AA/F1” (in
the case of Medium Term Notes), “F1” or “AAA/V1+” (as
the case may be) by Fitch (and will not be subject to a
negative outlook). The Original Underlying Securities or,
where applicable, each Original Underlying Securities
(other than that part of the Original Underlying Securities
in the form of Cash Deposits) (or the issuer(s) or obligor(s)
thereof) will be rated by at least one rating agency as of the
Issue Date.



Eligible Investments:

Mandatory Redemption:

Please refer to Condition 3(e) in the section headed “Master
Terms and Conditions of the Notes” in the Programme
Prospectus and the section headed “Information about the
Underlying Securities” in this Issue Prospectus for details
relating to the redemption or repayment of the Original
Underlying Securities and the reinvestment of the proceeds
of such redemption.

Any such redemption, repayment or reinvestment in
accordance with Condition 3(e) of the Notes will be
notified to the Noteholders of the relevant Series by the
Issuer in accordance with Condition 16 of the Notes.

As defined in Condition 3(e) in the section headed “Master
Terms and Conditions of the Notes” of the Programme
Prospectus.

The Notes of a Series shall be subject to mandatory
redemption by the Issuer upon the occurrence of any of the
following events (each, a “Mandatory Redemption
Event”):

Gy if:

(A) there has been a payment default in respect of any
of the Underlying Securities in respect of such
Series (without regard to any grace period
applicable with respect to such payments); or

(B) the outstanding principal amount of any of the
Underlying Securities in respect of such Series is
reduced or otherwise written down in accordance
with their terms, or if any of the Underlying
Securities in respect of such Series are redeemed
early or otherwise becomes repayable early in
whole or in part by the issuer of such Underlying
Securities prior to their scheduled dates of
maturity (if any) for any reason whatsoever at a
principal amount less than the outstanding
principal amount the subject of such redemption
or repayment, or if the payment of any principal in
respect of any of the Underlying Securities in
respect of such Series is deferred beyond the
scheduled maturity date (if any) of such
Underlying Securities in accordance with the
terms of such Underlying Securities (other than
pursuant to an extension of the original scheduled
maturity date of such Underlying Securities in
accordance with the terms of such Underlying
Securities) (an “Underlying Securities
Writedown Event”)

(where each of (A) and (B) is an “Underlying
Securities Default Event”); or



(i) if:

(A) the Issuer on the occasion of the next payment due

(B)

in respect of the Notes of such Series would be
required by law to withhold or account for tax or
would suffer tax in respect of its income
(including but not limited to its income in respect
of any of the Underlying Securities in respect of
such Series) or payments made to it under the
Swap Agreement and/or the Forward Agreement,
in each case in respect of such Series, or would
receive net of tax any payments in respect of any
of the Underlying Securities in respect of such
Series or payments made to it under the Swap
Agreement and/or the Forward Agreement, in each
case in respect of such Series, so that it would be
unable to make payment of the full amount due on
the Notes of such Series (and it is unable to
arrange for the substitution of a company
incorporated in another jurisdiction which would
not impose such requirement as the principal
obligor in respect of the Notes of such Series); or

any exchange controls or other currency exchange
or transfer restrictions are imposed on the Issuer
or any payments to be made to or by the Issuer or
for any reason the cost to the Issuer of complying
with its obligations under or in connection with
the Notes of such Series or the Trust Deed in
respect of such Series would (in the sole opinion
of the Issuer) be materially increased, and the
Issuer, having used its best endeavours, is unable
to arrange for the substitution of a company
incorporated in another jurisdiction in which the
relevant exchange control or currency exchange or
transfer restrictions do not apply before the next
payment is due in respect of the Notes of such
Series

(where each of (A) and (B) is a “Tax Event”); or



(i11) if any of the Swap Agreement or the Forward

(iv)

Agreement, in each case in respect of such Series, is
terminated in whole or in part for any reason (other
than as a result of the exercise by the Swap
Counterparty of one or more Swap Counterparty
Options or the giving of notice of the occurrence of a
Company or Sovereign Credit Event to the Noteholders
or following the exercise by the Issuer of one or more
Issuer Call Options or the exercise by Morgan Stanley
& Co. International Limited of a Morgan Stanley
Exchange Option) and such Swap Agreement or such
Forward Agreement, as the case may be, (or the
relevant part, as applicable) is not replaced on or prior
to such termination (see the section headed
“Description of the Swap Agreement and the Swap
Guarantee” in the Programme Prospectus and the
sections headed “Information about the Swap
Arrangements for the Notes” and “Information about
the Forward Agreements” in this Issue Prospectus for
further details); or

if the terms and conditions of any of the Underlying
Securities in respect of such Series are amended such
that the issuer of (or account bank in respect of) such
Underlying Securities shall no longer be obliged to pay
the same amounts on the same days as contemplated in
the terms and conditions of such Underlying Securities
as of the date invested in by the Issuer (a
“Restructuring of Underlying Securities Event”).

Conditions 7(b), 7(c)(i) and 7(c)(ii) of the Master
Conditions as set out in the section headed “Master Terms
and Conditions of the Notes” in the Programme Prospectus
shall not apply.
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The Issuer will notify the Trustee and the Noteholders of
the relevant Series (via the clearing systems) of the
Mandatory Redemption Event in respect of such Series
promptly after the date on which the Determination Agent,
acting for and on behalf of the Issuer, determines in its sole
and absolute discretion acting in good faith that a
Mandatory Redemption Event in respect of such Series has
occurred and the Issuer will redeem the Notes of such
Series by payment of the applicable Mandatory Redemption
Amount (as described in the paragraphs headed “Mandatory
Redemption Amount following an Underlying Securities
Default Event”, “Mandatory Redemption Amount following
Tax Event”, “Mandatory Redemption Amount following a
Restructuring of Underlying Securities Event”, and
“Mandatory Redemption Amount following termination of
the Swap Agreement and/or the Forward Agreement” all in
this section of this Issue Prospectus below) on or prior to
the 10th Business Day after the relevant date on which the
Underlying Securities in respect of such Series have been
sold or realised (the “Mandatory Redemption Date”). The
pro-rata share of the applicable Mandatory Redemption
Amount payable to holders of the Series 17 Tranche B
Notes or the Series 18 Tranche B Notes (as the case may be)
will be converted into Hong Kong dollars at the USD/HKD
exchange rate prevailing on or about the relevant
Mandatory Redemption Date, as determined by the
Determination Agent, acting for and on behalf of the Issuer,
in its sole and absolute discretion acting in good faith.

The Notes so redeemed will cease to bear any interest from
the Interest Period End Date immediately preceding the
date upon which such Mandatory Redemption Event occurs
(or if such Mandatory Redemption Event occurs prior to the
first Interest Period End Date, no interest will be payable on
the Notes).

All amounts received in respect of the Underlying
Securities in respect of a Series by the Issuer, after
deduction of costs and expenses and adjusted for the Swap
Settlement Amount (if any) payable to or by the Issuer
under the Swap Agreement and/or the relevant Forward
Agreement, as the case may be, in each case in respect of
such Series, will be paid to the Noteholders of such Series
pro-rata to their holdings of Notes of such Series.
Following application of such net sale proceeds together
with the Swap Settlement Amount (if any) under such Swap
Agreement and/or such Forward Agreement, as the case
may be, no further amounts will be available to meet any
remaining claims of such Noteholders and any such claims
will be extinguished.



Issuer Call Option:

“Swap Settlement Amount” means the early termination
amount or close out payment (as determined by the Swap
Counterparty or the Forward Counterparty, as the case may
be) receivable or payable (expressed as a negative amount)
by the Swap Counterparty or Forward Counterparty or the
Issuer under the Swap Agreement or the Forward
Agreement, as the case may be, in each case in respect of
such Series, which has terminated early or otherwise closed
out (other than as a result of an Underlying Securities
Writedown Event, the exercise by the Swap Counterparty of
one or more Swap Counterparty Options or the giving of
notice of the occurrence of a Company or Sovereign Credit
Event to the Noteholders of such Series or following the
exercise by the Issuer of one or more Issuer Call Options or
the exercise by Morgan Stanley & Co. International Limited
of a Morgan Stanley Exchange Option, in each case in
respect of such Series).

If, in respect of a Series of Notes, a potential Mandatory
Redemption Event occurs at or about the same time that a
Company or Sovereign Credit Event occurs, whether the
Notes of such Series redeem in accordance with the
description set out under the section headed “Mandatory
Redemption” or in accordance with the description in the
section headed “Company or Sovereign Credit Event
Redemption Amount following a Company or Sovereign
Credit Event” will depend on whether the Determination
Agent, acting for and on behalf of the Issuer, exercises its
discretion to determine that a Mandatory Redemption Event
in respect of such Series has occurred before the Issuer
receives notice of a credit event in respect of a Company or
Sovereign Entity from the Swap Counterparty under the
Swap Agreement in respect of such Series. If so, then the
Notes of such Series will redeem in accordance with the
description set out under the section headed “Mandatory
Redemption”. If not, and notice of the occurrence of a
Company or Sovereign Credit Event is given to the
Noteholders of such Series by the Determination Agent
acting for and on behalf of the Issuer, the Notes of such
Series will be redeemed in accordance with the description
in the section headed “Company or Sovereign Credit Event
Redemption Amount following a Company or Sovereign
Credit Event”.

In respect of each Tranche of a Series, the Issuer has the
right, but not the obligation, to early redeem the Notes of
such Tranche in whole (but not in part) at any time from and
including the first Interest Period End Date by giving at
least five Business Days’ prior written notice to the
Noteholders (via the clearing systems) (such date of
redemption, the “Call Redemption Date”), provided that
the Issuer shall only exercise such right if the Swap
Counterparty has exercised the Swap Counterparty Option
in respect of such Tranche.



Company or Sovereign
Credit Event:

Upon exercise by the Issuer of an Issuer Call Option in
respect of a Tranche of Notes, the Issuer shall redeem such
Tranche of Notes in whole (but not in part) at their principal
amount plus accrued interest up to the relevant Call
Redemption Date.

Any exercise by the Issuer of an Issuer Call Option shall be
irrevocable and the redemption of the relevant affected
Tranche of Notes following the exercise of such Issuer Call
Option will occur as described above notwithstanding the
occurrence of a Mandatory Redemption Event or a
Company or Sovereign Credit Event in respect of the same
Series after such exercise of such Issuer Call Option.

Following the exercise of an Issuer Call Option in respect
of a Tranche of Notes, as such Tranche of Notes will redeem
in whole, no interest will be payable on such Tranche of
Notes after the Call Redemption Date in respect of such
Issuer Call Option.

“Swap Counterparty Option” means, in respect of each
Tranche of a Series, the option of the Swap Counterparty, as
provided in the Swap Agreement in respect of such Series,
to terminate such Swap Agreement in respect of the relevant
notional amount of such Tranche of Notes in whole (but not
in part) at any time from and including the first Interest
Period End Date, by giving not less than five Business
Days’ notice to the Issuer.

A Company or Sovereign Credit Event means the
occurrence of one of the following events:

(A) with respect to a Company and its Successors:
(i) Bankruptcy;
(i1) Failure to Pay;
(ii1) Restructuring;

(B) with respect to the Sovereign Entity and its
Successors:

(i) Failure to Pay;
(ii) Restructuring;

(iii) Repudiation/Moratorium.
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Company or Sovereign
Credit Event
Redemption Amount
following a Company or
Sovereign Credit Event:

Each of the above Company or Sovereign Credit Events
is fully defined in the section headed ‘“Technical
Definitions” in this Issue Prospectus. Such definitions
are based on (with certain modifications) technical
definitions current in the professional credit derivative
market. Prospective investors should remember that the
actual occurrence of a Company or Sovereign Credit
Event would be determined by the Determination Agent,
acting for and on behalf of the Issuer, on a strict
application of the technical definitions set out in the
section headed ‘“Technical Definitions” in this Issue
Prospectus.

In the event that any Company or the Sovereign Entity is
subject to a Succession Event (as defined in the section
headed “Technical Definitions” in this Issue Prospectus),
the Issuer shall notify the Trustee and the Noteholders of
the relevant Series (via the clearing systems) of such
Succession Event and the identities and a brief description
of the relevant Successors.

Upon notice of the occurrence of a Company or Sovereign
Credit Event being given to the Noteholders of a Series, the
Tranche A Notes of the relevant Series will be redeemed by
the Issuer on the Company or Sovereign Credit Event
Redemption Date in respect of such Series. The holders of
the Tranche A Notes of the relevant Series will receive their
pro-rata share of the Company or Sovereign Credit Event
Redemption Amount in respect of such Series plus or
minus, as the case may be, their pro-rata share of any
appreciation or depreciation, as the case may be, in the
market value of the Underlying Securities in respect of such
Series following a sale of such Underlying Securities, as
effected by the Determination Agent, acting for and on
behalf of the Issuer, in its sole and absolute discretion prior
to the Company or Sovereign Credit Event Redemption
Date in respect of such Series. The amount which investors
will receive upon redemption of such Notes as described
may be substantially less than the principal amount of such
Notes invested.

Upon notice of the occurrence of a Company or Sovereign
Credit Event being given to the Noteholders of a Series, the
Tranche B Notes of the relevant Series will be redeemed by
the Issuer on the Company or Sovereign Credit Event
Redemption Date in respect of such Series. The holders of
the Tranche B Notes of the relevant Series will receive the
sum of the following amounts, after conversion into Hong
Kong dollars at the USD/HKD exchange rate prevailing on
or about the Company or Sovereign Credit Event
Redemption Date in respect of such Series, as determined
by the Determination Agent, acting for and on behalf of the
Issuer, in its sole and absolute discretion acting in good
faith: (i) their pro-rata share of the Company or Sovereign



Mandatory Redemption
Amount following an
Underlying Securities
Default Event:

Credit Event Redemption Amount in respect of such Series,
plus or minus, as the case may be, (ii) their pro-rata share
of any appreciation or depreciation, as the case may be, in
the market value of the Underlying Securities in respect of
such Series following the sale of such Underlying
Securities, as effected by the Determination Agent, acting
for and on behalf of the Issuer, in its sole and absolute
discretion prior to the Company or Sovereign Credit Event
Redemption Date in respect of such Series (see further the
paragraph headed “Procedure for redemption of the Notes
following a Company or Sovereign Credit Event” in the
section headed “Summary” in this Issue Prospectus). The
amount which investors will receive upon redemption of
such Notes as described may be substantially less than the
principal amount of such Notes invested.

In addition, the Notes of such Series will cease to bear any
interest from the Interest Period End Date immediately
preceding the date on which the Issuer gives notice to the
Noteholders of such Series of the occurrence of the relevant
Company or Sovereign Credit Event (or, if notice of the
occurrence of the relevant Company or Sovereign Credit
Event is given prior to the first Interest Period End Date, no
interest will be payable on the Notes of such Series).

For the avoidance of doubt, no Swap Settlement Amount is
payable under the Swap Agreement or the Forward
Agreement in respect of the relevant Series in connection
with notice of the occurrence of a Company or Sovereign
Credit Event being given to the Noteholders of such Series
by the Determination Agent acting for and on behalf of the
Issuer.

Following an Underlying Securities Default Event in
respect of a Series, the Notes of such Series will be
redeemed on the relevant Mandatory Redemption Date at
the relevant Mandatory Redemption Amount. The
Mandatory Redemption Amount in respect of such Series
will be an amount equal to the Mandatory Redemption
Liquidation Proceeds of the Underlying Securities (as
defined in the paragraph headed “Determining Deliverable
Obligations” in the section headed “Technical Definitions”
in this Issue Prospectus) in respect of such Series and/or
any proceeds received in respect of such Underlying
Securities (including any amounts received as a direct
result of the reduction or writedown in the principal amount
of such Underlying Securities) on or prior to the relevant
Mandatory Redemption Date plus or minus (as the case may
be) the Swap Settlement Amount payable by the Swap
Counterparty and/or the Forward Counterparty or the Issuer
(as the case may be) on the termination of the Swap
Agreement or the Forward Agreement, as the case may be,
in each case in respect of such Series. The Mandatory
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Mandatory Redemption
Amount following Tax
Event:

Mandatory Redemption
Amount following a
Restructuring of
Underlying Securities
Event:

Redemption Liquidation Proceeds will be subject to certain
deductions relating to the costs and expenses associated
with the sale of the Underlying Securities in respect of such
Series. The Mandatory Redemption Amount which
investors will receive upon redemption of such Notes as
described may be substantially less than the principal
amount of such Notes invested.

Following a Tax Event in respect of a Series of Notes, the
Notes of such Series will be redeemed on the relevant
Mandatory Redemption Date at the relevant Mandatory
Redemption Amount. The Mandatory Redemption Amount
in respect of such Series will be an amount equal to the
Mandatory Redemption Liquidation Proceeds of the
Underlying Securities in respect of such Series plus or
minus (as the case may be) the Swap Settlement Amount (if
any) payable by the Swap Counterparty and/or the Forward
Counterparty or the Issuer (as the case may be) on the
termination of the Swap Agreement or the Forward
Agreement, as the case may be, in each case in respect of
such Series. The Mandatory Redemption Liquidation
Proceeds will be subject to certain deductions relating to
the costs and expenses associated with the sale of the
Underlying Securities in respect of such Series. The
Mandatory Redemption Amount which investors will
receive upon redemption of such Notes as described may be
substantially less than the principal amount of such Notes
invested.

Following a Restructuring of Underlying Securities Event
in respect of a Series, the Notes of such Series will be
redeemed on the relevant Mandatory Redemption Date at
the relevant Mandatory Redemption Amount. The
Mandatory Redemption Amount in respect of such Series
will be an amount equal to the Mandatory Redemption
Liquidation Proceeds of the Underlying Securities in
respect of such Series, plus or minus (as the case may be)
the Swap Settlement Amount (if any) payable by the Swap
Counterparty and/or the Forward Counterparty or the Issuer
(as the case may be) on the termination of the Swap
Agreement or the Forward Agreement, as the case may be,
in each case in respect of such Series. The Mandatory
Redemption Liquidation Proceeds will be subject to certain
deductions relating to the costs and expenses associated
with the sale of the Underlying Securities in respect of such
Series. The Mandatory Redemption Amount which
investors will receive upon redemption of such Notes as
described may be substantially less than the principal
amount of such Notes invested.
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Mandatory Redemption
Amount following
termination of the Swap
Agreement and/or the
Forward Agreement:

Issuer’s Events of
Default:

Following a termination of the Swap Agreement or the
Forward Agreement in respect of a Series (in whole or in
part) (other than as a result of the exercise by the Swap
Counterparty of one or more Swap Counterparty Options or
the giving of notice of the occurrence of a Company or
Sovereign Credit Event to the Noteholders of such Series or
following the exercise by the Issuer of one or more Issuer
Call Options or the exercise by Morgan Stanley & Co.
International Limited of a Morgan Stanley Exchange
Option, in each case in respect of such Series) and the Swap
Agreement or the Forward Agreement, as the case may be,
in each case in respect of such Series, (or the relevant part,
as applicable) is not replaced on or prior to such
termination, the Notes of such Series will be redeemed on
the relevant Mandatory Redemption Date at the relevant
Mandatory =~ Redemption  Amount. The  Mandatory
Redemption Amount in respect of such Series will be an
amount equal to the Mandatory Redemption Liquidation
Proceeds of the Underlying Securities in respect of such
Series, plus or minus (as the case may be) the Swap
Settlement Amount (if any) payable by the Swap
Counterparty and/or the Forward Counterparty or the Issuer
(as the case may be) on the termination of the Swap
Agreement or the Forward Agreement, as the case may be,
in each case in respect of such Series. The Mandatory
Redemption Liquidation Proceeds will be subject to certain
deductions relating to the costs and expenses associated
with the sale of the Underlying Securities in respect of such
Series. The Mandatory Redemption Amount which
investors will receive upon redemption of such Notes as
described may be substantially less than the principal
amount of such Notes invested.

The Trustee at its discretion may, and if so requested in
writing by the holders of at least one-fifth in principal
amount of the outstanding Notes of a Series, or if so
directed by an Extraordinary Resolution of the Noteholders
of a Series, shall (subject in each case to being indemnified
to its satisfaction) give notice to the Issuer that the Notes of
such Series are, and they shall accordingly forthwith
become, immediately due and repayable at their principal
amount in any of the following events (each an “Event of
Default” and, where the Trustee has given notice to the
Issuer that the Notes of such Series are, and they have
accordingly forthwith become, immediately due and
repayable at their principal amount such Event of Default,
an “Issuer’s Event of Default”):

(a) default is made by the Issuer for a period of 14 days or
more in the case of interest payments or 7 days or more
in the case of principal payment due in respect of the
Notes of such Series or any of them; or
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(b)

(c)

(d)

the Issuer fails to perform or observe any of its other
obligations under the Notes of such Series or the Trust
Deed in respect of such Series and (unless such failure
is, in the opinion of the Trustee, incapable of being
remedied in which case no such notice as is referred to
in this paragraph shall be required) such failure
continues for a period of 30 days (or such longer
period as the Trustee may permit) following the service
by the Trustee on the Issuer of notice requiring the
same to be remedied; or

any order shall be made by any competent court or any
resolution passed for the winding-up or dissolution of
the Issuer or an order is made for the Issuer’s
bankruptcy (or any analogous proceedings) save for
the purposes of amalgamation, merger, consolidation,
reorganisation or other similar arrangement on terms
previously approved in writing by the Trustee; or

if (1) any other proceedings are initiated against the
Issuer under any applicable liquidation, bankruptcy,
insolvency, composition, reorganisation, readjustment
or other similar laws (but excluding the presentation of
any application for an administration order) and such
proceedings are not being disputed in good faith, or (ii)
an administrative receiver or other receiver,
administrator or other similar official (not being an
administrative receiver or other receiver or manager
appointed by the Trustee pursuant to the Principal
Trust Deed) is appointed in relation to the Issuer or in
relation to the whole or any substantial part (in the
opinion of the Trustee) of the undertaking or assets of
the Issuer or (iii) an encumbrancer (not being the
Trustee or any receiver or manager appointed by the
Trustee) shall take possession of the whole or any
substantial part (in the opinion of the Trustee) of the
undertaking or assets of the Issuer or (iv) a distress or
execution or other process shall be levied or enforced
upon or sued out against the whole or any substantial
part (in the opinion of the Trustee) of the undertaking
or assets of the Issuer (other than, in any such case, by
the Trustee) and in any of the foregoing cases (other
than in relation to the circumstances described in (ii)
where no grace period shall apply) such order,
appointment, possession or process (as the case may
be) is not discharged or stayed or does not cease to
apply within 14 days; or
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Notices:

Listing of the Notes:
Rating of the Notes:

Governing law of the
Notes:

Proposals and Advice:

(e) if the Issuer initiates or consents to judicial
proceedings relating to itself (except in accordance
with the proviso in paragraph (c) above) under any
applicable liquidation, bankruptcy, insolvency,
composition, reorganisation, readjustment or other
similar laws or makes a conveyance or assignment for
the benefit of its creditors generally; or

(f) if the Issuer becomes insolvent or is adjudicated or
found bankrupt.

So long as the Notes of a Series are represented by the
Global Certificates which are registered in the name of a
nominee for the common depositary for Euroclear and/or
Clearstream, Luxembourg, notices required to be given to
Noteholders of such Series may be given by their being
delivered to the Paying Agents and the relevant clearing
system for communication to entitled accountholders. The
Distributors will be the accountholders for the purpose of
delivery of notices to the Noteholders through the clearing
systems, and investors will therefore need to rely on their
Distributors to communicate such notices to them. A copy
of each notice given by the Issuer in respect of the Notes
will be made available for inspection as set out under the
paragraph headed “Display Documents” under the section
headed “Additional Information about the Offering” in this
Issue Prospectus.

The Notes will not be listed on any stock exchange.
The Notes will not be rated by any rating agency.

English law.

On or about 19 January 2007, the Arranger proposed to the
Issuer for its consideration the issue of the Series 17 Notes
and the Series 18 Notes and the Swap Agreement, the
Forward Agreement and the acquisition of the Underlying
Securities, in each case in connection with each Series of
Notes. The Board of Directors of the Issuer considered and
approved the proposal by the Arranger and the issue of the
Series 17 Notes and the Series 18 Notes by resolutions
passed on 13 February 2007.
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Selling Restrictions:

Master Conditions:

Amendment to the
Programme Prospectus:

See the section headed “Subscription and Sale — Selling
Restrictions” in the Programme Prospectus for a discussion
of certain restrictions on the offering of the Notes and the
distribution of offering materials in various jurisdictions
provided that the sub-section headed “General” in that
section will be replaced with the following:

“General

Each of the Issuer, the Arranger, the Initial Subscriber, any
Market Agent and the Distributors will not offer or sell any
Notes and will not distribute this Programme Prospectus or
any Issue Prospectus or any part thereof or any other
offering or publicity material relating to the Notes, outside
Hong Kong, except in accordance with all applicable laws
and regulations in the relevant jurisdiction.”

The description of the terms and conditions of the Notes set
out in this Issue Prospectus is a summary only. The full
terms and conditions of the Notes of a Series can be
reviewed by reading together the following:

(i) the Master Conditions, which comprise the basis of all
Notes to be issued under the Programme, and which are
set out in full in the Programme Prospectus; and

(ii) the Pricing Supplement for each Tranche of the Notes
of a Series to be issued on the Issue Date of such
Notes, which applies and/or disapplies and/or
supplements or amends the Master Conditions in the
manner required to reflect the particular terms and
conditions applicable only to the relevant Tranche of
Notes described in this Issue Prospectus. The Pricing
Supplements will be available for inspection as
described under the paragraph headed “Display
Documents” under the section headed ‘“Additional
Information about the Offering” in this Issue
Prospectus.

The names of the Directors of the Issuer listed under the
heading “Directors” under the section headed “Description
of the Issuer” on page 80 of the Programme Prospectus is
amended to read as follows:

“Colin Borman
Liam Jones

Mark Wanless
Steven Wilderspin”

44 —



For so long as the Notes are held through Euroclear and/or Clearstream,
Luxembourg, for the purposes of delivery of payments and notices required to be
made by the Issuer to investors, such payments and notices will be given by the
Issuer to the relevant clearing system for communication and delivery by it to
entitled accountholders. For the purposes of delivery of any payments or notices
required to be made by investors to the Issuer, such payments or notices will be
given by accountholders to the clearing system for communication and delivery by
it to the Issuer. The Distributors (as direct or indirect participants in the clearing
system) will be the accountholders for the purposes of delivery of such payments and
notices to the Issuer or the Noteholders. Accordingly, investors will have to rely on
their Distributor to credit their respective accounts with payments credited to it
and/or to distribute to them notices which it receives through the clearing system
from the Issuer. Similarly investors will have to rely on their Distributor, to pass on
any payment or notices to be given by them to the Issuer to the clearing system. See
also the following sections in the Programme Prospectus: “Custody Arrangements
with Distributors” and “Settlement, Clearance and Custody”.

Other parties involved in the offering of the Notes:

Arranger, Initial
Subscriber and
Market Agent:

Arranger’s agent:
Co-ordinating
Distributor:

Trustee:

Principal Paying Agent,
Registrar, Calculation
Agent and Custodian:

Determination Agent:

Legal advisers to the
Issuer as to Cayman
Islands law:

Legal advisers to the
Arranger as to English
and Hong Kong law:

Morgan Stanley & Co. International Limited, 25 Cabot
Square, Canary Wharf, London E14 4QA, United Kingdom.

Morgan Stanley Dean Witter Asia Limited, 30th Floor,
Three Exchange Square, Central, Hong Kong.

ICEA Capital Limited, 26th Floor, ICBC Tower, 3 Garden
Road, Central, Hong Kong.

BNY Corporate Trustee Services Limited (formerly known
as J.P. Morgan Corporate Trustee Services Limited), One
Canada Square, London E14 5AL, United Kingdom.
JPMorgan Chase Bank, N.A., Trinity Tower, 9 Thomas
More Street, London E1W 1YT, United Kingdom.

Morgan Stanley & Co. International Limited, 25 Cabot
Square, Canary Wharf, London E14 4QA, United Kingdom.

Maples and Calder, 1504 One International Finance Centre,
1 Harbour View Street, Hong Kong.

Clifford Chance, 29th Floor, Jardine House, One Connaught
Place, Hong Kong.
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TECHNICAL DEFINITIONS

Unless specified otherwise, the definitions set out in this section apply to each
Series of Notes separately, and all references to “Underlying Securities”, “Original
Underlying Securities”, “Reinvested Eligible Investments”, “Swap Agreement” and
“Forward Agreement” are to the Underlying Securities, Original Underlying
Securities, Reinvested Eligible Investments, Swap Agreement or Forward
Agreement in respect of the Series 17 Notes or the Series 18 Notes, as the case may

be.
Company or Sovereign Credit Events
Definition of Company or Sovereign Credit Event

“Company or Sovereign Credit Event” means the Determination Agent, acting for
and on behalf of the Issuer, in its sole and absolute discretion acting in good faith having
the right (but not the obligation) to declare the occurrence of a Company or Sovereign
Credit Event upon the occurrence of one or more of the following events or conditions
with respect to:

(1) a Company or Obligations of a Company, which event or condition occurs on or
after the Issue Date:

(i) Bankruptcy;
(ii) Failure to Pay;
(ii1) Restructuring; or

(2) the Sovereign Entity or Obligations of the Sovereign Entity, which event or
condition occurs on or after the Issue Date:

(i) Failure to Pay;
(ii) Restructuring;
(ii1) Repudiation/Moratorium.

If an occurrence would otherwise constitute a Company or Sovereign Credit Event,
such occurrence will constitute a Company or Sovereign Credit Event whether or not
such occurrence arises directly or indirectly from, or is subject to a defence based upon:
(a) any lack or alleged lack of authority or capacity of a Company or, as the case may
be, the Sovereign Entity to enter into any Obligation, or as applicable, an Underlying
Obligor to enter into any Underlying Obligation, (b) any actual or alleged
unenforceability, illegality, impossibility or invalidity with respect to any Obligation or,
as applicable, any Underlying Obligation however described, (c¢) any applicable law,
order, regulation, decree or notice, however described, or the promulgation of, or any
change in, the interpretation by any court, tribunal, regulatory authority or similar
administrative or judicial body with competent or apparent jurisdiction of any applicable
law, order, regulation, decree or notice, however described, or (d) the imposition of, or
any change in, any exchange controls, capital restrictions or any other similar restrictions
imposed by any monetary or other authority, however described.
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For these purposes:
“European Entity” means each of HSBC and SCB.
“Asian Entity” means each of CDB and Swire.
“Singaporean Entity” means each of OCBC and DBS.

“Bankruptcy” means in respect of a Company that the Company (a) is
dissolved (other than pursuant to a consolidation, amalgamation or merger); (b)
becomes insolvent or is unable to pay its debts or fails or admits in writing in a
judicial, regulatory or administrative proceeding or filing its inability generally to
pay its debts as they become due; (c) makes a general assignment, arrangement or
composition with or for the benefit of its creditors; (d) institutes or has instituted
against it a proceeding seeking a judgment of insolvency or bankruptcy or any other
relief under any bankruptcy or insolvency law or other similar law affecting
creditors’ rights, or a petition is presented for its winding up or liquidation, and, in
the case of any such proceeding or petition instituted or presented against it, such
proceeding or petition (i) 