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The Global Consumer
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American Consumer at Risk
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Income Effects
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ORIGINATE: Derivatives and FX Reserves

The Global Derivatives Explosion
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DISTRIBUTE: Toxic Assets

Global Bank Write-downs
(IMF Estimates as of October 2009)

Realized Losses Expected Losses Total Losses
United States $608 Mil $418 Mil $1026 Mil
United Kingdom 260 344 604
Euro Area 347 467 814
Other Europe 78 123 201
Asia 80 126 206
Total $1373 Mil $1478 Mil $2851 Mil
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China:; Beneath the Surface

“Unstable, unbalanced, uncoordinated, and unsustainable.”
— Premier Wen Jiabao, March 16, 2007

China’s Growth Leaders China’s Growth Laggard
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Pro-Consumption Agenda for China’s 12" Five-Year Plan

MECHANISM GOAL

REDUCE PRECAUTIONARY
SAFETY NET IMPERATIVES SAVING

SUPPORT TO RURAL HOUSEHOLD
INCOMES HARMONIOUS SOCIETY

BLUEPRINT FOR LARGE-SCALE
SERVICES INDUSTRIES LABOR ABSORPTION
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Leadership Imperatives

* Quick Fix or Rebalancing?
* Re-regulation: Coping with Systemic Risk
* Globalization or Localization?

* Shared Responsibility or the Blame Game?
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Disclosures

" This communication is not a product of Morgan Stanley’s Research Department and is not a research report but it may
refer to a Morgan Stanley research report or the views of a Morgan Stanley research analyst. We are not commenting
on the fundamentals of any companies mentioned. Unless indicated, all views expressed herein are the views of the
author’s and may differ from or conflict with those of the Morgan Stanley’s Research Departments or others in the
Firm. For additional information, research reports and important disclosures, see https://secure.ms.com.

The information provided herein has been prepared solely for informational purposes and is not an offer to buy or sell
or a solicitation of an offer to buy or sell the securities or instruments mentioned or to participate in any particular
trading strategy. This information is based on or derived from information generally available to the public from sources
believed to be reliable. No representation or warranty can be given with respect to the accuracy or completeness of the
information, or with respect to the terms of any future offer or transactions conforming to the terms hereof.

This report does not provide individually tailored investment advice. It has been prepared without regard to the
circumstances and objectives of those who receive it. Morgan Stanley recommends that investors independently
evaluate particular investments and strategies, and encourages them to seek a financial adviser's advice. The
appropriateness of an investment or strategy will depend on an investor's circumstances and objectives. Morgan
Stanley Research is not an offer to buy or sell any security or to participate in any trading strategy. The value of and
income from your investments may vary because of changes in interest rates or foreign exchange rates, securities
prices or market indexes, operational or financial conditions of companies or other factors. Past performance is not
necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be
realized.
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