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“The ultimate measure of your firm’s
success is how well it performs for people:
building value for all our shareholders,
improving each client’s performance and
offering personal and professional growth
for every employee.”

Philip J. Purcell Chairman & Chief Executive Officer, Morgan Stanley

letter to shareholders
from Philip J. Purcell

2004 was a very good year for your firm. I am pleased
by the strategic initiatives we put in place. About our
prospects moving forward. And our performance

overall.

The client focus we undertook in 2000 continued to
yield excellent results. Net revenues increased 14%.
Earnings per share increased 18%. Our return on
equity (ROE) was 17% in a 4% risk-free environ-
ment. At year-end, we increased our dividend 8%,

reflecting strong confidence in our future.

Market share and league table results in Institutional
Securities were the best ever. We were #1 in global
equity underwriting for the first time since 1982,
#2 in completed mergers and acquisitions and #2 in
global debt underwriting. We booked record revenues

in our Fixed Income Division.

Fund performance in our Investment Management
Division improved substantially, helping to attract
$29 billion in new asset inflows. We realized major
credit quality improvement and profit growth at
Discover—leading to record results. We restarted
growth in our retail brokerage sales force, a precursor
to positive growth in our Individual Investor Group

overall.

Yet despite all these positives in both performance
and returns, we did not achieve two important goals.
Our stock price has not increased. And we did not
deliver a premium return on equity compared with
our competitors. These, for me, were disappoint-
ments in a year in which we successfully faced so

many challenges and gained so much momentum.



While we do not control our stock price, we do
control the performance of the firm against our stated
objectives and our vision for the future. This perfor-
mance should be the driving factor of our stock price

over the long term.

So I thought it appropriate to address this subject in
my annual letter to you, our shareholders and clients,
our supporters and friends: to articulate our vision,
to review our strategy in executing that vision, to
express my confidence in the rightness of the course
we have chosen and the people we have in place to

take your company to new levels of success.

When we shortened our brand name to
Morgan Stanley in 2000, we chose as our corporate
logomark a blue “directional” triangle, pointing to the
northeast, where all financial success is traditionally
plotted. The points of the triangle itself represent our
three primary constituencies—our people, clients
and shareholders—each of whom we owe a commit-

ment of excellence.

It is our stated vision that a business culture focused
on the best and brightest people in absolute service
to the success of our c/zents is an unbeatable combi-
nation in generating superior returns for our
shareholders. This vision is the underpinning of both
the strategic framework and competitive advantage

of Morgan Stanley.

Our strategic framework
From the time of the merger, our approach has been
thoughtful and deliberate. There are three principles

which, taken collectively, make our strategy unique.

First, we are a financial services firm focused on growth.

Second, we believe our unique mix of businesses

provides both strategic synergies and financial balance.

Third, and perhaps most important, we have chosen
to compete in each of our businesses with a concept

we call Skills over capital.”

These three pillars created the market strategy that
brought us together. They are the source of our

strength today.

As a result, shareholders should expect that we will
continue to grow market shares in our businesses.
They should expect that we will invest sufficiently
in our people, systems and innovation to grow those
shares; that we will be more profitable and realize
greater organic growth as a result of it. And, to
the extent that we can propel growth across busi-
nesses—what I ascribe to the benefit of the “full
firm”—we will further differentiate our firm relative

to competitors.

A financial services firm focused on growth

In our estimation, retail payments, financial advice,
asset management and global capital markets capa-
bilities for institutions represent the most compelling
secular growth opportunities in financial services.
We are extremely well-positioned for each of these

opportunities.

On the payments front, non-cash transactions are
replacing cash at a significant pace. Together with
normal growth in retail sales, there is an extraordi-
nary opportunity in retail payment networks. Free to
compete on a more equal footing after an important
ruling by the U.S. Supreme Court, and strengthened
by our acquisition of the PULSE® debit card system,



financial results
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Discover now has a unique value proposition for
issuers, one that we have already begun to exploit.
A more vibrant network offers further opportunities
to strengthen our Discover Card business, as shown
by the recent announcement that GE Consumer
Finance will issue a new card to Wal-Mart customers

on the Discover Network.

Over the past five years, Discover has had the best profit
growth of any of our reporting businesses. Discover’s
financial returns, measured in both aggregate earnings
and return on capital, have been extremely important

to the firm’s overall results.

Demographic, regulatory and business changes will
continue to generate more wealth for—and place
added responsibility on—individuals to manage
across an increasingly complex array of financial
products. Offering distinctive products through a
trusted intermediary is critical for any financial firm
that hopes to have a meaningful presence in a market
expected to grow at least twice the rate of the GDP.
Morgan Stanley is very fortunate to be one of a small
number of firms with both excellent “manufacturing”

and “distribution” capabilities.

Our Investment Management business has focused
successfully on providing high-performance products
to help meet the wealth management and long-term
investment needs of our clients. We have thought
hard and made extensive realignments in this busi-
ness over the past three years. In 2004, Investment
Management increased profits by 72%, posted strong
investment returns for clients and was our highest
ROE business. We believe our established brand and
global presence provide a significant opportunity for

expansion both inside and outside the U.S.

Global capital markets have been the growth engine
for financial services for the past 20 years. Short of
an unlikely reversal in globalization, I believe finan-
cial markets will continue to take share from banks
and governments in providing and allocating capital.
As noted earlier, our leadership position in capital
markets is even stronger today as a result of client

initiatives we put in place in 2000.

In addition to a major presence in these larger market
businesses, the firm is also a leader in pursuing many
of the most attractive industry growth segments.
Commodities, prime brokerage, securitization and
China exemplify leading market positions with

significant growth opportunities.

We believe the trends for 2005 are in our favor as
well. As our revenues are more driven by the health
of the equity markets than some of our competitors,
we delivered premium returns on equity in the years
1997-2002. In 2003-2004, however, with fixed income
markets driving revenues, our ROE performance vis-
a-vis our competition was at the median. We began to
see this balance shift back again in 2004, and we view

this as a competitive advantage moving forward.

To take advantage of these trends, we need to address

several factors that hurt our performance in 2004.

First, profitability in our Individual Investor Group
did not meet expectations due, in part, to the regu-
latory and settlement costs that we incurred — costs
that reduced earnings by over $120 million. A
change in accounting in our fourth quarter reduced
profitability by $80 million more. That $200 million
reduced Individual Investor Group’s profit margin

by four percentage points. We now have in place a
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Opportunities: How Powerful Trends
Support Morgan Stanley Businesses

Growth in U.S. household financial
assets creates opportunities for our
retail securities representatives and

asset managers.
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As the first of 78 million baby boomers near retirement age,
growth in retirement assets and demand for wealth management
will continue.
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Despite the severe contraction following the
Internet bubble, the long-term trend in the global
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Innovation continues to be a strong source of growth in capital markets as securitized products,
credit derivatives and hedge funds have become major new markets.
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In recent years, China has had three times the growth and savings rates of the U.S. ...
an unparalleled opportunity for our strong Asian franchise.



cost structure, enhanced broker education and new
product development program that should provide
both improved returns in 2005 and longer-term
protection from market downsides. The investments
we have made in this business are vital to bottom line

growth.

Second, while our Fixed Income business had a record
year, we did not take advantage of trading opportuni-
ties in the third and fourth quarters to the extent that

we would have expected.

Our unique mix of businesses provides both
strategic synergies and financial balance

We do not underestimate the value to shareholders
that the financial balance of our business mix provides.
This balance helps smooth out the cyclical nature of
many of the individual businesses. But we will not
pursue new businesses simply for the sake of balance
or size. We will concentrate only in areas where our

core competencies add shareholder value.

We believe these core competencies— innovation,
execution and superior service— lie at the heart of
our competitive strength. We expect that the appli-
cation of these competencies will drive us to the top
three in market share in any business in which we
operate. As a result, we have eschewed a number
of opportunities in financial services sectors where
we did not believe our involvement could add
sufficient value. We simply do not believe in the
long-term merits of a strategy that would bring
together many low share positions across multiple
businesses and geographies in order to create an even

bigger company.

We have seen the success of this approach in 2004

across almost all of our businesses. We have also seen the
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growing strength of our “full-firm” franchise, most often
because the individual business segments that make it

up contribute to the strength of other segments.

For example, our retail securities position is stronger
today due to the combination of high-quality IPOs,
equity issues, debt underwritings and structured prod-
ucts in both debt and equity developed within our
Institutional Securities Group. We have also helped
our retail securities clients by providing $4.2 billion
of residential mortgages from Discover that gener-

ated more than $60 million in pre-tax profits.

In turn, our retail securities distribution network has
been of enormous value to our institutional clients.
Many transactions were successfully completed that
otherwise would not have been assigned to us. Our
Fixed Income Division has sold more product. The
retail brokerage system has also provided additional
equity flows, reducing cost per transaction and
providing valuable additional trading opportunities.
Our Prime Brokerage Group now has an additional,

dependable, effective, low-cost source of securities.

Our Investment Management performance has

been strengthened by our ability to select premier

Net Flows Including

Lipper Percent of Assets in Top Half

products and portfolio managers from four formerly
independent investment management companies.
Van Kampen, once an underdeveloped arm of
Investment Management, today can count on its two
biggest third-party distributors for over $5 billion in

sales—sales that were nonexistent prior to 2000.

While Discover has typically been the least integrated
of our businesses, it is increasingly the source of impor-
tant services for our retail securities clients in the form
of mortgage loans and deposit products— products
developed and serviced by Discover. We expect
liability products to become increasingly important

to Individual Investor Group clients.

We have in all our businesses brought to market a
stronger array of products better suited to our varied
client constituencies. The key to building on this
success is in finding new ways for different parts
of the firm to work together, both within divisions
and across them, without sacrificing focus or returns
within the businesses themselves. But to be effec-
tive, these initiatives must work to the benefit of the
client, not just the firm. Planned joint efforts in 2005

include a new coverage model for middle markets,

Investment Management
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Assurant Through an IPO, Morgan Stanley helped
Assurant—formerly Fortis, Inc., the U.S. insur-
ance business of Fortis NV (an integrated financial
services provider active in banking and insur-
ance)—to become a standalone public company.
Morgan Stanley helped to unwind complex
intercompany financial arrangements, design a
new capital structure, and arrange corporate
governance and a variety of transitional agree-
ments. The highly successful IPO in February 2004
raised more than $2 billion, with Morgan Stanley
Individual Investor Group clients accounting for
more than $600 million in demand. Additionally,
Morgan Stanley committed $625 million of bridge
capital to facilitate the transformation before leading
Assurant's inaugural debt offering. In January 2005,
Fortis again called on Morgan Stanley to sell its
remaining stake in Assurant through a concurrent
common and mandatory exchangeable transaction
worth an additional $1.6 billion.

Genworth In 2004, GE entered the equity markets
for the first time since 1961. In the space of three
months, Morgan Stanley assisted GE in two major
transactions. In March, in the second largest
follow-on offering in U.S. history, the firm acted

as lead bookrunner for a $3.8 billion offering of

GE shares. In May, the firm acted as joint book-
runner for the $2.8 billion IPO and concurrent
$600 million convertible offering for GE’s insurance
subsidiary Genworth Financial, the largest U.S. IPO
in over two years. Our Individual Investor Group
generated more than $500 million in demand for
Genworth. Together, the assignments underscored
Morgan Stanley’s role as a trusted advisor to GE,
one of the world’s most admired companies.

Google No IPO drew more attention than that of
Google, whose management sought to go public via
a unique auction process that would provide equal
access for institutional and retail investors alike.
Morgan Stanley was awarded the exclusive role of
building and operating the auction system itself—
including building the technology platform, which
not only aggregated the bids but also produced
analyses and scenarios to guide pricing and
allocation decisions. Despite challenging market
conditions throughout the weeks of the summer
auction process, Morgan Stanley delivered a suc-
cessful outcome for Google and its shareholders—
at $1.9 billion, the largest Internet IPO ever.

Wide-
ranging
Skills

#1 Rank in Global
and U.S. IPOs

Broad
Distribution
Network

Client
Relationships

Opportunities: Innovation in IPOs Three innovative
initial public offerings were among the highlights of a
notably successful year in which Morgan Stanley ranked
#1 in global and U.S. IPOs. The firm's focus on client
relationships, its wide-ranging skills and broad distribution

network promises to keep Morgan Stanley a leader in the
equity and equity-linked capital markets—the partner of
choice for corporate clients seeking to create value.
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Acquiring PULSE

Following the U.S. Supreme Court
ruling, Discover acquired PULSE EFT
Association, a fast-growing ATM/debit
network currently serving more

than 4,100 financial institutions and
approximately 90 million cardholders.
The merger (completed January 12,
2005) creates a leading electronic
payments company that will offer a full
range of products and services and
provide an appealing alternative for
small to large institutions across the
United States. New products expected
in 2005 will build on the strengths of
both partners.

Growing Non-card

Financial Services
Mortgage originations
(primarily through Morgan
Stanley’s Individual Investor
Group, or lIG) have grown
rapidly in recent years,
totaling $4.6 billion in 2004.
There is room to go beyond
that in coming years, further
penetrating both the IIG and
Discover customer bases by
introducing new products and

[ J
Expanding Internationally

With almost 1.3 million Morgan Stanley
Card® credit cards in the U.K., accounts
there grew 21% in 2004. As the Morgan
Stanley Card seeks to grow market share
and profitability in the U.K., which is the
second largest market globally, we are
also considering additional markets to
enter. The opportunities are immense:

In China, for instance, the credit card
market is expected to grow 29% in 2005.

(Source: Access Asia)

_ DISCOVER

FINANCIAL

SERVICES

Winning Exclusives

Not only did Discover sign over
1 million new merchant locations
in 2004, but more than 7,000
merchant locations have agreed
to make Discover® Card the
only credit card they accept.
Two prominent examples are
KinderCare and SAM'S CLUB.
Discover charges these mer-
chants lower fees—and the
savings ultimately mean lower
prices for consumers.

broadening marketing efforts. °

Increasing Rewards Leadership

Cashback Bonus® is America'’s leading rewards program,
offering complete earning freedom—free rewards, unlimited
earnings and rewards that never expire as long as the card is
used. Discover will continue to expand its leadership in credit
card rewards programs.

Opportunities: Discover Financial Services Discover Financial Services is pursuing many new prospects for
growth. Some arise from Discover’s product innovation; others from the U.S. Supreme Court ruling in October
2004, which struck down anticompetitive practices by Visa and MasterCard. That judgment allows Discover to
forge partnerships with financial institutions such as the recent partnership with GE Consumer Finance in offering
a new card for Wal-Mart customers.



introduction of enhanced index funds, expanded

hedge fund products and further global expansion.

We have made sizeable investments in a number of
areas in the world—in China, India and Russia—as
part of this planned expansion. China has been the
source of some of our most aggressive efforts. My
predecessors identified China early on as a future center
of the global economy. We have spent considerable
time building a foundation of trust with our business
partners and clients, as well as regulatory and political
leaders, in each of these countries. We believe we are
in a superior position to continue making investments

that will deliver growth to our shareholders.

The regulatory environment in which our industry
now operates places upon us extraordinary levels
of oversight and review. We take this responsibility
seriously. We have directed a top-to-bottom review
of our policies and our potential conflicts. This has
resulted in self-reported deficiencies ahead of outside
investigations and, even while exposing us to early
adverse publicity, allows us to get things right faster.
We have committed ourselves to taking the lead in
the transparency with which we address industry
reform. We are convinced that by responding aggres-
sively to these issues, we are far better positioned to
be advocates for the best interests of our clients, for

whom this new oversight is intended.

This becomes of particular importance as we seek to
expand our footprint across both client segments and
businesses. That said, we are not alone in our strategy
to be well-represented in many of these markets. I
believe this reflects a broad recognition of the oppor-
tunities, synergies and balance that presence in these

markets can provide. While the conflicts of interest
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Source: The Nilson Report, Card Data and Company Reports

1 Includes American Express Lending Receivables only

Net Principal Charge-off Rate
(30+ Days)!

6 6.6%

6.2%

5.4%

4 | a4%
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0

6.0%
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1 Net charge-off rate reported on a managed loan basis

Credit Services

Morgan Stanley Annual Report 2004

(Dollars in Millions) %
2003 2004 CHANGE
NET REVENUE $3,427 $3,634 6%
NON-INTEREST EXPENSES 2,334 2,362 1%
PROFIT BEFORE TAXES 1,093 1,272 16%
PROFIT BEFORE TAXES MARGIN 32% 35% N/A
RETURN ON AVERAGE
MANAGED RECEIVABLES 2.15% 2.68% N/A
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“Our core competencies—innovation,
execution and superior service—have
brought both business success and
recognition in the wider community.”

Philip J. Purcell Chairman & Chief Executive Officer, Morgan Stanley

Industry Recognition

The Banker—Bank of the Year Awards
~ Global Bond House of the Year
~ Global Equity House of the Year

BusinessWeek—Top 100 Brands Survey
~ 27th Best Brand in the World

Euromoney— Awards for Excellence
~ Global Credit Derivatives House
~ U.S. Equities House

Financial News —

European Investment Banking Awards
~ European Investment Bank of the Year
~ ECM Secondary House of the Year

~ IPO House of the Year

~ Secondary House of the Year

Global Investor—FX Survey
~ Best FX Service Overall (all respondents)

ICFA Magazine —European Custody and
Fund Administration Awards
~ European Prime Broker of the Year

International Financing Review—Annual Awards
~ Global Equity House of the Year

~ U.S. Equity House of the Year

~ U.S. Structured Equity House of the Year

Risk
~ Derivatives, Interest Rate Derivatives and
Credit Derivatives House of the Year

Financial News—
IT Excellence in Investment Banking
~ Best Personal and Team Contribution
(Jon Saxe and Team)
~ Best Electronic Trading:
Dealer to Institution—Equities

Quality-of-Life Recognition

Working Mother Magazine
~ 100 Best Companies for Working Mothers

Family Digest Magazine
~ Best Companies for African Americans

Asian Enterprise Magazine
~ Top Companies for Asian Americans

Hispanic Magazine
~ 100 Companies Providing the Most Opportunities
to Hispanics

The Black Collegian Magazine
~ Top 50 Diversity Employers

Essence Magazine
~ One of 30 Great Places for Black Women

American Indian College Fund
~ Morgan Stanley honored for its commitment to,
and work with, the College Fund



the industry has faced pose a real challenge, they are
also an implicit acknowledgment of the potential
benefits— for both clients and shareholders— that
an integrated firm such as ours provides. We recog-
nize that potential conflicts are inevitable for any
financial intermediary; the challenge is to actively
confront them, to be transparent about them and to

make sure we serve the best interests of all clients.

Skills over capital

Intangible assets are the singular source of differentia-
tion in a post-industrial economy. Morgan Stanley’s
single, most valuable intangible asset—our
people—represents the greatest barrier to entry for
our competitors. The ability to compete, first and
foremost, on the power of our ideas (rather than the
size of our balance sheet) is central to differentiating

the firm for our people, our clients and our share-

holders alike.

In delivering those ideas, our talent and experience
base, our people development programs, our commit-
ment to diversity, as well as our culture of excellence
and entrepreneurial spirit continue to serve us well.
The stability in our senior management ranks, along
with our recruitment of some important new addi-
tions to this team, give us additional strength. It is
further proof of my conviction that our people are

the best in the business.

Another competitive asset is our brand itself. We have
invested heavily in our brand, both in our commit-
ment to our clients in our day-to-day business
activities and in the creation of perceptions through
our advertising, communications and sponsorships.

Even with the challenges facing the reputation of our

Morgan Stanley Annual Report 2004

industry over the past several years, I am extremely
pleased that our brand has remained strong, espe-
cially among our loyal client base. We are proud
that our client satisfaction ratings—across all of our
businesses—are up. As lead indicators of “share of
wallet” gains, these ratings give us great confidence

for even stronger results in the future.

As a firm today, we are operating on all cylinders. In
every business, we are positioned to take advantage of
the investments we are making, the partnerships we
have developed and the incredible community of talent
we are applying to every challenge and opportunity.
As a result, | have every confidence that we will return
to delivery of premium shareholder returns in 2005.

I trust our stock price will respond to these returns.

Sadly, with the writing of this letter comes word of
the death of a former Chairman, Richard B. Fisher.
It is due to his vision and his energy, along with his
indomitable belief in our people, that we are as strong
a company as we are today. It is in dedication to this
spirit that we will make further strides in 2005 and
beyond. It is in this same dedication to our share-
holders that our place as one of the strongest financial
institutions on the Street will be confirmed. Thank

you for your continued support.

Sincerely,
NOCTS, e @

Philip J. Purcell

Chairman & Chief Executive Officer

February 5, 2005



morgan stanley at a glance

Institutional Securities Income before Taxes
(Dollars in Millions)

$4,097

$3,682 $3,645

$2,655

2001 || 2002 || 2003 || 2004

Morgan Stanley is a leading global provider of investment banking,
sales and trading services to domestic and international corporate,
government and other institutional clients.

Investment Banking

Morgan Stanley offers its investment banking clients, including
corporations, governments and other entities, underwriting and
distribution services for debt and equity offerings in addition to
financial advisory services regarding key strategic matters, such as
mergers and acquisitions, restructurings, real estate and project
finance. Morgan Stanley also selectively provides loans or lending
commitments to its clients.

Sales, Trading, Financing and Market-Making

Institutional and individual investors receive sales, trading and
market-making services in virtually every type of financial instru-
ment, including stocks, bonds, derivatives, foreign exchange and
commodities. The firm is involved in these activities in all the major
financial markets globally. Clients may also receive prime brokerage
and financing services, including securities lending.

Other

Morgan Stanley produces and distributes research on global
economics, market strategies, industries, individual companies
and other related financial matters. It also engages in principal
investing and aircraft financing. Through its subsidiary, Morgan
Stanley Capital International Inc., it markets and distributes equity
and fixed income indices.

Individual Investor Group Income before Taxes

(Dollars in Millions)
$464
$371
$120
$41
2001 2002 2003 2004

The Individual Investor Group provides comprehensive brokerage,
investment and financial services to individual investors globally.
Morgan Stanley has one of the largest retail brokerage networks,
with 10,962 worldwide representatives and 525 domestic retail
locations.

Client Coverage

In the U.S., Morgan Stanley’s representatives cover multiple client
segments from affluent to ultra-high net worth. Morgan Stanley
also offers financial advisory services outside the U.S. to serve the
needs of affluent and high net worth clients in Europe, Asia and
Latin America.

Client Solutions

Morgan Stanley’s representatives offer services that are tailored to
their clients’ individual investment objectives, risk tolerance and
liquidity needs. The product range spans mutual funds, equi-
ties, fixed income products, alternative investments, separately
managed accounts, banking, mortgages, insurance and annuities.
Morgan Stanley also offers financial solutions to small businesses
through BusinesScape®™ and provides defined contribution plan
services to businesses of all sizes, including 401(k) plans and stock
plan administration.

Client Support

Client Coverage and Client Solutions are supported by
Morgan Stanley’s infrastructure and technology platform.
Morgan Stanley executes and clears its transactions through its
own facilities and memberships in various clearing corporations.



Investment Management Income before Taxes
(Dollars in Millions)

$827

$748

$656

$482

2001 || 2002 || 2003 || 2004

Morgan Stanley Investment Management has grown to be one of the
largest asset managers with global reach in the world today, offering
a diverse range of investment products managed by experienced
investment professionals focused within their areas of expertise.
Products include many highly rated U.S. and international bond,
equity, money market and multi-asset class funds, separately
managed accounts and alternative investments that are distributed
in multiple channels and markets under two distinct brands. Our
portfolio managers and research analysts are located throughout the
world, enhancing investment capabilities through a combination of
global information sharing and local decision making.

Individual Investors

Affiliated Channel —Morgan Stanley Investment Management
reaches individual investors through our affiliated network of
representatives who offer, among a range of product providers,
Morgan Stanley- and Van Kampen-branded products.

Third-Party Channels—Morgan Stanley Investment Management
also offers investment products under our affiliated brand,
Van Kampen Investments (in the United States), as well as under
Morgan Stanley Investment Management (globally) through a
diversified network of broker-dealers, banks, insurance companies
and financial planners. Our products are packaged in mutual
funds, variable annuities, separately managed accounts and
offshore funds (SICAVs) and are included in 401 (k), IRA and asset

allocation platforms.

Institutional Investors

Institutional investors, including pension plans, corporations,
nonprofit organizations, governmental agencies, insurance
companies and banks, are serviced through a global proprietary
sales force and a team dedicated to covering the investment consul-
tant industry.
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Credit Services Income before Taxes
(Dollars in Millions)

$1,272

$1,178
$1,127 $1,003

2001 || 2002 || 2003 || 2004

Discover Financial Services, through Discover Bank, is one of the
largest issuers of general purpose credit cards in the U.S., with nearly
50 million cardmembers. It offers the Discover® Card and other
general purpose credit cards. The cards are accepted on the Discover
Network, the largest proprietary credit card network in the U.S.,
with more than 4 million merchant and cash access locations.

Discover Financial Services offers multiple cards such as the
Discover Classic, Platinum, Gold and Titanium Cards; and more
than 180 different Affinity Card designs. Discover Financial
Services also offers Discover Gift Cards and a variety of financial
services, including home loans and credit protection products, and
is a leading credit card company on the Internet, with more than
13 million Cardmembers registered at Discovercard.com.

The Cashback Bonus® award is America’s #1 cash rewards program
and the Discover Card’s most popular feature, earning Card-
members more than $3 billion in awards since 1986. This year,
several special Cashback Bonus award offers were available in
which Discover Cardmembers earned up to 10% back on grocery
and restaurant purchases.

In October, the U.S. Supreme Court rejected an appeal by Visa and
MasterCard, which successfully concluded an important antitrust
case brought by the U.S. Department of Justice. The ruling enables
financial institutions to issue cards on the Discover Network, which
will provide more choice and value to consumers and merchants.

In early 2005, Discover Financial Services acquired PULSE EFT
Association, one of the nation’s fastest growing ATM/debit networks
with more than 4,100 financial institution members and an esti-
mated 90 million cardholders.

The Company’s overseas credit card business continued to grow
and increase profitability in 2004, with nearly 1.3 million Morgan
Stanley Card® credit cards in the U.K. and $2.6 billion in loans.

Over $4.6 billion of mortgages were originated in 2004, primarily
through Morgan Stanley representatives.



selected financial data

(Dollars in Millions, Except Share and per Share Data)

Fiscal Year! 2004 2003 2002 2001 2000
Income Statement Data:
Revenues:
Investment banking $ 3,341 S 2,440 S 2,478 S 3,413 $ 5,008
Principal transactions:
Trading 5,525 6,192 3,479 5,503 7,361
Investments 512 86 (31) (316) 193
Commissions 3,264 2,887 3,191 3,066 3,566
Fees:
Asset management, distribution and administration 4,412 3,731 3,953 4,238 4,420
Merchant and cardmember 1,318 1,379 1,420 1,349 1,256
Servicing 1,993 2,015 2,080 1,888 1,489
Interest and dividends 18,590 15,744 15,879 24,132 21,233
Other 594 506 724 586 592
Total revenues 39,549 34,980 33,173 43,859 45,118
Interest expense 14,859 12,856 12,710 20,720 18,145
Provision for consumer loan losses 925 1,267 1,336 1,052 810
Net revenues 23,765 20,857 19,127 22,087 26,163
Non-interest expenses:
Compensation and benefits 9,880 8,545 7,940 9,376 10,899
Other 7,200 6,507 6,214 7,033 6,748
Restructuring and other charges — — 235 — —
Total non-interest expenses 17,080 15,052 14,389 16,409 17,647
Gain on sale of business — — — — 35
Income from continuing operations before losses from unconsolidated
investees, income taxes, dividends on preferred securities subject to
mandatory redemption and cumulative effect of accounting change 6,685 5,805 4,738 5,678 8,551
Losses from unconsolidated investees 328 279 77 30 33
Provision for income taxes 1,803 1,562 1,575 2,022 3,036
Dividends on preferred securities subject to mandatory redemption 45 154 87 50 28
Income from continuing operations
before cumulative effect of accounting change 4,509 3,810 2,999 3,576 5,454
Discontinued operations:
(Loss)/gain from discontinued operations (38) (38) (18) 6 3
Income tax benefit/(provision) 15 15 7 (2) (1)
(Loss)/gain on discontinued operations (23) (23) (11) 4 2
Income before cumulative effect of accounting change 4,486 3,787 2,988 3,580 5,456
Cumulative effect of accounting change — — = (59) =
Net income $ 4,486 S 3,787 $ 2,988 $ 3,521 $ 5,456
Earnings applicable to common shares?2 $ 4,486 S 3,787 S 2,988 S 3,489 S 5420
Per Share Data:
Basic earnings per common share:
Income from continuing operations
before cumulative effect of accounting change S 417 $ 354 S 277 S 326 S 495
Loss from discontinued operations (0.02) (0.02) (0.01) — —
Cumulative effect of accounting change — — = (0.05) —
Basic earnings per common share $ 415 S 352 S 276 S 321 S 495
Diluted earnings per common share:
Income from continuing operations
before cumulative effect of accounting change $ 4.08 S 347 S 270 S 316 S 473
Loss from discontinued operations (0.02) (0.02) (0.01) — —
Cumulative effect of accounting change — — — (0.05) —
Diluted earnings per common share $ 4.06 S 345 S 269 S 311 S 473
Book value per common share $ 25.95 § 22093 $ 20.24 S 1864 $ 16.91
Dividends per common share $ 1.00 S 092 S 092 S 092 S 0.80
Balance Sheet and Other Operating Data:
Total assets $775,410 $602,843 $529,499 $482,628 $421,279
Consumer loans, net 20,226 19,382 23,014 19,677 21,743
Total capital® 110,793 82,769 65,936 61,633 49,637
Long-term borrowings3 82,587 57,902 44,051 40,917 30,366
Shareholders’ equity 28,206 24,867 21,885 20,716 19,271
Return on average common shareholders’ equity 16.8% 16.5% 14.1% 18.0% 30.9%
Average common and equivalent shares? 1,080,121,708 1,076,754,740 1,083,270,783 1,086,121,508 1,095,858,438

1 Certain prior-period information has been reclassified to conform to the current year's presentation.
2 Amounts shown are used to calculate basic earnings per common share.

3 These amounts exclude the current portion of long-term borrowings and include Capital Units and junior subordinated debt issued to capital trusts.



officers and directors

Board of Directors

Philip J. Purcell
Chairman &
Chief Executive Officer

Edward A. Brennan

Former Chairman, President and
Chief Executive Officer

Sears, Roebuck and Co.

Sir Howard J. Davies

Director

London School of Economics and
Political Science

John E. Jacob

Executive Vice President—
Global Communications
Anbeuser-Busch Companies, Inc.

C. Robert Kidder
Principal
Stonehenge Parmers, Inc.

Charles F. Knight
Chairman Emeritus
Emerson Electric Co.

John W. Madigan
Former Chairman

Tribune Company

Miles L. Marsh

Former Chairman &
Chief Executive Officer
Fort James Corporation

Michael A. Miles
Special Limited Partner
Forstmann Little & Co.

Dr. Laura D'Andrea Tyson
Dean
London Business School

Dr. Klaus Zumwinkel
Chairman of the
Board of Management
Deutsche Post AG

Commitment to Diversity

Morgan Stanley prizes innovation and creativity, and we maximize these assets by building diverse teams. As we grow our busi-
nesses around the world, the talents and diversity of our workforce become all the more important. We continue to foster an
environment that encourages employees of all backgrounds to flourish individually as they contribute to our team effort. We were
pleased with the continuing recognition we received in 2004 as a leading employer that is implementing its diversity commitment

Management Committee

Philip J. Purcell
Chairman &
Chief Executive Officer

Stephan F. Newhouse
President

Tarek F. Abdel-Meguid
Investment Banking Division

Stephen S. Crawford
Chief Administrative and
Risk Officer

Zoe Cruz
Fixed Income Division

John P. Havens
Institutional Equities Division

Roger C. Hochschild

Discover Financial Services

Donald G. Kempf, Jr.
Chief Legal Officer & Secretary

Mitchell M. Merin
Investment Management

David W. Nelms
Discover Financial Services

Vikram S. Pandit
Institutional Securities

Joseph R. Perella
Institutional Securities

John H. Schaefer
Individual Investor Group

David H. Sidwell
Chief Financial Officer

Other Officers

Alexander C. Frank
Controller

David S. Moser
Principal Accounting Officer

Alan Scheuer
Treasurer

Ronald T. Carman
Vice President and Counsel

Anthony DeLuca
Vice President and Company
Audit Director

Karen C. Jamesley
Vice President and Global Head of

Human Resources

Jessica Gorman Taylor
Vice President and Global Head of
Corporate Services and Security

with success. Our commitment to respect for individuals and cultures, one of our core values, has never been stronger.
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international locations

Worldwide Headquarters —
New York

1585 Broadway

New York, NY 10036

Phone (212) 761-4000

Amsterdam

Rembrandt Tower, 11th Floor
Amstelplein 1

1096 HA Amsterdam

The Netherlands

Phone (31 20) 462-1300
Fax (31 20) 462-1310

Athens

18 Valoritou Street

Athens 10671

Greece

Phone (30 210) 364 0468
Fax (30 210) 364 0538

Bangkok

23/F M Thai Tower

87 Wireless Road

Lumpini Pathumwan
Bangkok, 10330

Thailand

Phone (66 2) 627-9455
Fax (66 2) 627-9588
Beijing

Room 2905

29/F China World Tower Il
China World Trade Center
No. 1 Jian Guo Men Wai Dajie
Beijing 100004

People’s Republic of China
Phone (86 10) 6505-8383
Fax (86 10) 6505-8220

Buenos Aires

Avenida Alicia Moreau de Justo 740
2do. Piso, Oficina 6

1107 - Buenos Aires

Argentina

Phone (54 11) 4349-0700

Fax (54 11) 43490707

Calgary

Morgan Stanley Canada Limited
First Canadian Centre

350 - 7th Avenue SW

Suite 2800

Calgary, Alberta, T2P 3N9
Phone (403) 509-1024

Fax (403) 264-2011

Frankfurt
Junghofstrasse 13-15
60311 Frankfurt am Main
Germany

Phone (49 69) 2166-0
Fax (49 69) 2166-2099

Geneva

Bangue Morgan Stanley
12 place de la Fusterie
CH-1211 Geneva
Switzerland

Phone (41 22) 319-8000
Fax (41 22) 319-8033

Glasgow

Cerium Building

55 Douglas Street
Glasgow G2 7NP
Scotland

Phone (44 141) 245-8000
Fax (44 141) 245-7493

Hong Kong

30th Floor

Three Exchange Square
Central, Hong Kong
Phone (852) 2848-5200
Fax (852) 2845-1012

Johannesburg

TA Centre

1st Floor S.W. Wing

160 Jan Smuts Avenue
Rosebank, 2196

South Africa

Phone (27 11) 507-0800
Fax (27 11) 507-0801

London

25 Cabot Square,

Canary Wharf

London E14 4QA

England

Phone (44 20) 7425-8000
Fax (44 20) 7425-8990

Luxembourg

EBBCB

6B, Route de Tréves
L-2633 Senningerberg
Luxembourg

Phone (35 2) 34646-1
Fax (35 2) 34646-363

Madrid

Serrano, 55

28006 Madrid

Spain

Phone (34 91) 412-1000
Fax (34 91) 4319345

Melbourne

Level 53, 101 Collins Street
Melbourne, Victoria 3000
Australia

Phone (61 3) 9256-8900
Fax (61 3) 9256-8951

Mexico City

Andres Bello 10, 8 Piso
Colonia Polanco
11560 Mexico, D.F.
Phone (525) 282-6700
Fax (525) 282-9200

Milan

Palazzo Serbelloni
Corso Venezia, 16
20121 Milan

Italy

Phone (39 02) 763 31
Fax (39 02) 783-057

Montreal

Morgan Stanley Canada Limited
1000, de la Gauchetiere West
Suite 2400

Montreal, Quebec, H3B 4W5
Phone (514) 847-7440

Fax (514) 847-7429

Moscow

Ducat Plaza I,

7 Gasheka Street, Building 1
Moscow 123056

Russia

Phone (7 501) 785-2200
Fax (7 501) 785-2228

Mumbai

4th & 5th Floors Forbes Building
Charanijit Rai Marg

Fort Mumbai 400 001

India

Phone (91 22) 2209-6600

Fax (91 22) 2209-6601/02

Munich
Prannerstrasse 10
80333 Munich
Germany

Phone (49 89) 5177 0
Fax (49 89) 5177 1888

New Delhi

11th Floor Himalaya House
23 Kasturba Gandhi Marg
New Delhi 110001

India

Phone (91 11) 2330-5000
Fax (91 11) 5151-0401

Paris

Etoile Saint Honore

25, rue Balzac

75406 Paris cedex 08
France

Phone (33 1) 5377-7000
Fax (33 1) 5377-7099

Rome

Via Cristoforo Colombo, 80
00147 Roma

ltaly

Phone (39 06) 57080-1
Fax (39 06) 57080-7510

Sao Paulo

Edificio CBS

Av. Pres Juscelino Kubitschek
50-8 Andar

04543-000 Sao Paulo-SP
Brazil

Phone (55 11) 3048-6000
Fax (55 11) 3048-6099

Seoul

19th Floor

Kwanghwamoon Building
211-1, Sejongro, Chongro-ku
Seoul 110-730

Korea

Phone (82 2) 399 4848

Fax (82 2) 399-4828

Shanghai

Suite 700B, 7th Floor, West Wing
Shanghai Center

1376 Nanjing Xi Lu

Shanghai 200040

People’s Republic of China

Phone (86 21) 6279-7150

Fax (86 21) 6279-7157

Singapore

23 Church Street
#16-01 Capital Square
Singapore 049481
Phone (65) 6834-6888
Fax (65) 6834-6806

Stockholm
Hovslagargatan 5A

111 48 Stockholm
Sweden

Phone (46 8) 6789-600
Fax (46 8) 6789-601

Sydney

Level 38, The Chifley Tower
2 Chifley Square

Sydney, NSW 2000
Australia

Phone (61 2) 9770-1111
Fax (61 2) 9770-1101

Taipei

22nd Floor, Taipei Metro

207 Tun Hwa South Road, Sec. 2
Taipei 106

Taiwan

Phone (886 2) 2730-2888

Fax (886 2) 2730-2990

Tel Aviv

Millennium Tower, 19th Floor
17 HaArba'ah St.

South Kiryah

Tel Aviv, 64739

Israel

Phone (97 23) 623 6300
Fax (97 23) 6236399

Tokyo

Yebisu Garden Place Tower
4-20-3 Ebisu, Shibuya-ku
Tokyo 150-6008

Japan

Phone (81 3) 5424-5000
Fax (81 3) 5424-5099

Toronto

BCE Place, 181 Bay Street
Suite 3700

Toronto, Ontario

Canada M5J 2T3

Phone (416) 943-8400
Fax (416) 943-8375

Zurich
Bahnhofstrasse 92
CH-8023 Zurich
Switzerland

Phone (41 1) 2209111
Fax (41 1) 220-9800
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stockholder information

Common Stock

The common stock of Morgan Stanley is listed on the
New York Stock Exchange and on the Pacific Exchange.
Ticker Symbol: MWD

Independent Auditors

Deloitte & Touche LLP
Two World Financial Center
New York, NY 10281
212-436-2000

Stock Transfer Agent

For information about the direct stock purchase and dividend
reinvestment program (DRIP), address changes, dividend
checks, lost stock certificates, share ownership and other
administrative services, contact:

Mellon Investor Services LLC

P.0. Box 3315

South Hackensack, NJ 07606-1915

Telephone . ...................... 800-622-2393
For investors outside the U.S. ......... 201-329-8660
Internet . ....... ... ... .. www.melloninvestor.com

Electronic Delivery of Annual Meeting Materials

You may elect to receive your future annual meeting and
proxy statement material via the Internet rather than receiving
mailed copies. For shareholders of record, please visit:
www.melloninvestor.com.

Equal Opportunity Employer

Morgan Stanley is committed to providing a discrimination-
free workplace and equal opportunity for its employees,
including recruitment, hiring, training and promotion.

For more information, including the company’s Diversity and
EEO-1 Reports, write to: Marilyn F. Booker, Global Head of
Diversity, Morgan Stanley, 750 Seventh Avenue, New York,
NY 10019, or e-mail: diversity@morganstanley.com.

Political Contributions

Morgan Stanley is committed to participating in the political
process in a manner consistent with good corporate gover-
nance practices and in compliance with legal requirements.
Our Corporate Political Contributions Policy Statement is
available through our website at www.morganstanley.com. For
a copy of our most recent Corporate Political Contributions
Disclosure Statement, write to: Morgan Stanley Government
Relations, 401 Sth Street, N.W., Washington, D.C. 20004.

Investor Relations

Security analysts, portfolio managers and representatives of
financial institutions seeking information about the company
are invited to contact: Investor Relations 212-762-8131.
General information about the company and copies of the
company’s Annual Report on Form 10K and other filings can
be obtained online at: www.morganstanley.com or by calling:
800-622-2393.

Customer Service Phone Numbers

Individual Investor Group
Branch Office Locator and

General Information . .............. 8779376739
Client Advocate ................... 866-227-2256
(clientadvocate@morganstanley.com)
Active Assets Account Client Services ... 800-869-3326
Investment Manugement
Morgan Stanley Family of Funds . . ... ... 800-869-6397
Morgan Stanley Institutional Funds ... ... 800-548-7786
Morgan Stanley Closed-End Funds ...... 800-221-6726

Van KampenFunds ................. 800-341-2911

Discover Financial Services

Discover Card Services . ............. 800-347-2683

Community Involvement

Morgan Stanley is committed to doing our share as a good
corporate neighbor and to improving the quality of life in
the communities where our employees live and work. To
learn more about our philanthropic programs, access the
company’s Charitable Annual Report through our website
at www.morganstanley.com or write to: Morgan Stanley
Community Affairs, 1601 Broadway, 12th Floor, New York,
NY 10019.
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