Morgan Stanley 2007 Equity I ncentive Compensation Plan Amendment

Why we need the shar es? |

As previously announced, the commencement of tiné yenture between Morgan Stanley
and Citigroup will add 25,000 employees to Morgaanky’s payroll. This is an increase
to our current workforce of approximately 55%. \We not have the equity for these
individuals

We are asking for only 25 million shares. Thesara$, along with our current balance,
(approximately 34 million) will be just enough tetgus through the year. We will come
back in 2010 for shareholder approval of additistares

What have we done on Compensation? |

Mr. Mack did not accept a bonus for 2007 or 20@&y bonus amounts he has received
since his return to Morgan Stanley in 2005 havenlmeade in 100% equity

Mr. Chammah and Mr. Gorman, Morgan Stanley’'s Casi#dents, also did not accept a
bonus for 2008

Bonuses of other members of senior management waterially reduced from 2007 with
Operating Committee members’ (14 most senior eng@sy compensation down an
average of 75% and Management Committee membeBs’'n{Bst senior employees)
compensation down an average of 65%

The overall bonus pool was down approximately 506mf2007 (this excludes Financial
Advisors whose compensation is primarily commissiased)

Morgan Stanley was first U.S. Bank to introducdaavback on a portion of compensation
if an individual engages in certain conduct detnitaéto the Company

Morgan Stanley did not grant any stock options as$ @f year-end equity awards in 2007
and 2008

What impact doesit have? |

25 million shares is approximately 2.4% of our tartsling shares and add 2.4% to our
overhang



