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INDEPENDENT AUDITOR’'S REPORT TO THE MEMBER OF

MORGAN STANLEY CAPITAL GROUP (SINGAPORE) PTE.

Report on the Audit of the Statement of Financial Position
Opinion

We have audited the Statement of Financial Position of Morgan Stanley Capital Group (Singapore) Pte.
(the “Company”), which comprise the statement of financial position of the Company as at 31 December
2023, and notes to the statement of financial position, including a summary of material accounting policies,
as set out on pages 4 to 41.

In our opinion, the accompanying statement of financial position of the Company for the year ended
31 December 2023 are prepared, in all material respects, in accordance with the Company’s material
accounting policies stated in Note 3 of the statement of financial position.

Basis for Opinion

We conducted our audit in accordance with Singapore Standards on Auditing ("SSAs”). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Statement
of Financial Position section of our report. We are independent of the Company in accordance with the
Accounting and Corporate Regulatory Authority Code of Professional Conduct and Ethics for Public
Accountants and Accounting Entities ("ACRA Code”) together with the ethical requirements that are relevant
to our audit of the statement of financial position in Singapore, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the ACRA Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter - Basis of Accounting and Restriction on Distribution and Use

We draw attention (o Note 3 to the statement of financial position, which describes the basis of accounting.
The statement of financial position are prepared for the purpose of the Company’s requirements under the
Commodity Futures Trading Commission (“CFTC”) pursuant to 17 Code of Federal Regulations (“CFR")
§ 23.105(i)(2) with regards to public disclosure. As a result, the statement of financial position may not be
suitable for another purpose. Our report is intended solely for the Board of Directors of the Company for the
purpose of the Company’s requirements under the Commodity Futures Trading Commission (“CFTC")
pursuant to 17 Code of Federal Regulations ("CFR”) § 23.105(i){(2) with regards to public disclosure, and
shouid not be used by, or distributed to, any of its components, or any other third party. We do not accept
or assume any responsibility for any other purpose or to anyone other than the Board of Directors of the
Company for our work, for our report, or for the conclusions we have reached in our report. Qur opinion is
not modified in respect of this matter.

Deloitte & Touche LLP (Unique Entity No TOBLLO721A)is an accounting hrmited Habiity partnership registered in Singapore under the Limited Liability Partnerships Act (Chapter 1634)



INDEPENDENT AUDITOR’S REPORT TO THE MEMBER OF

MORGAN STANLEY CAPITAL GROUP (SINGAPORE) PTE.

Responsibilities of Management and Directors for the Statement of Financial Position

Management is responsible for the preparation of the statement of financial position in accordance with the
accounting policies stated in Note 3 of the statement of financial position, and for such internal control as
management determines is necessary to enable the preparation of the statement of financial position that
are free from material misstatement, whether due to fraud or error.

In preparing the statement of financial position, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters relating to going concern and using
the going concern basis of accounting uniess management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

The directors’ responsibilities include overseeing the Company’s financial reporting process.

Auditor's Responsibilities for the Audit of the Statement of Financial Position

Our objectives are to obtain reasonable assurance about whether the statement of financial position as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with SSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the bhasis of these
statement of financial position.

As part of an audit in accordance with SS5As, we exercise professional judgement and maintain professional
scepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the statement of financial position, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for cne resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

* Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control.

° Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.,



INDEPENDENT AUDITOR’S REPORT TO THE MEMBER OF

MORGAN STANLEY CAPITAL GROUP (SINGAPORE) PTE.

Auditor's Responsibilities for the Audit of the Statement of Financial Position (continued)

. Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in cur auditor’s
report to the related disclosures in the statement of financial position or, if such disclosures are
inadequate, to meodify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Company to
cease to continue as a going concern,

We communicate with the directors regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal contro! that we identify
during our audit,

"~ Public Accountants and
Chartered Accountants
Singapore

26 February 2024



MORGAN STANLEY CAPITAL GROUP (SINGAPORE) PTE.

STATEMENT OF FINANCIAL POSITION
As at 31 December 2023

Note 2023
LSS 400

ASSETS
Cash at bank 17,014
Trading financial assets 5 1,778,316
Secured financing 761,113
Trade and other receivables 6 1,149,662
Deferred tax assets 116
Prepayments 125
Property, plant and equipment 7 —
TOTAL ASSETS 3,706,346
LIABILITIES AND EQUITY
LIABILITIES
Trading financial liabilities 5 1,772,951
Secured borrowings 761113
Trade and other payables 8 85,282
Debt and other borrowings 9 200,000
Provisions 10 —
Current tax liabilities 22,907
Accruals 30
TOTAL LIABILITIES 2,842,283
EQUITY
Share capital 13 763,634
Retained earnings 100,429
Equity attributable to owner of the Company 864,063
TOTAL EQUITY 864,063
TOTAL LIABILITIES AND EQUITY 3,706,346

The notes on pages 5 to 41 form an integral part of the statement of financial position.



MORGAN STANLEY CAPITAL GROUP (SINGAPORE) PTE.

NOTES TO THE STATEMENT OF FINANCIAL POSITION
Year ended 31 December 2023

1. CORPORATE INFORMATION

The Company (Registration Number 199002583D) is incorporated and domiciled in the Republic of Singapore,
with its principal place of business at #16-01 Capital Square, 23 Church Street, Singapore 049481 and registered
office at One Marina Boulevard, #28-00, Singapore 018989.

The principal activity of the Company is the trading of commodities. During the year, the Company completed
the transfer of all remaining property, plant and equipment along with the associated market support services to
Morgan Stanley Management Service (Singapore) Pte, Ltd. (*MSMS Sg”) and these no longer form part of its
principal activities as at 31 December 2023.

The Company is registered with the United States Commodity Futures Trading Commission (“CFTC") as a
swap dealer and subject to the minimum capital requirements of the CFTC. Additionally, the Company was
admiited as an International Member of the Shanghai Gold Exchange on 28 April 2023.

The Company’s ultimate parent undertaking and controlling entity is Morgan Stanley which, together with the
Company and Morgan Stanley’s other subsidiary undertakings, form the Morgan Stanley Group. Morgan
Stanley is incorporated in the State of Delaware, the United States of America.

2. BASIS OF PREPARATION

The Company has prepared separate statutory financial statements in accordance with the provisions of the
Singapore Companies Act, the Financial Reporting Standards in Singapore (‘FRS’) and the Interpretations of the
Financial Reporting Standards (‘INT FRS") issued by the Accounting Standards Council * ASC"),

This represents the condensed version of selected financial information extracted from the statutory financial
statements with limited disclosures to meet the requirements under CFTC Rule 23.105(i)(2) with regards to
public disclosure requirements,

Basis of measurement

The statement of financial position of the Company is prepared under the historical cost basis, except for certain
financial instruments that have been measured at fair value as explained in the accounting policies below.

Critical accounting judgements and key sources of estimation uncertainty

In preparing the statement of financial position, the Company makes judgements and estimates that affect the
application of accounting policies and reported amounts.

Critical accounting judgements are key decisions made by management in the application of the Company’s
accounting policies, other than those involving estimations, which have the most significant effects on the
amounts recognised in the financial statements.

Key sources of estimation uncertainty represent assumptions and estimations made by management that have a
significant risk of resulting in a material adjustment to the carrying amount of assets and liabilities within the
next financial year,

The critical judgements in applying the Company’s accounting policies are relating to the impairment of assets,
see note 3(f) below and recognition of deferred tax, see note 3(j).



MORGAN STANLEY CAPITAL GROUP (SINGAPORE) PTE.

NOTES TO THE STATEMENT OF FINANCIAL POSITION
Year ended 31 December 2023

The key sources of estimation uncertainty are valuation of certain financial instruments, For further details on
the assumptions and/or estimations uncertainties used in determining fair value of certain assets and liabilities,
see note 3(d) and note 19 below.

The Company evaluates the critical accounting judgements and key sources of estimation uncertainty on an
ongoing basis and believes that these are reasonable.

The going concern assumption
The notes to the statement of financial position include the Company’s objectives, policies and processes for
managing its capital; its financial risk management objectives; details of its financial instruments: and its

exposures to credit risk and liquidity risk.

Retaining sufficient liquidity and capital to withstand market pressures remains central to the Morgan Stanley
Group’s and the Company’s strategy.

Taking the above factors into consideration, the Company’s management believe that the Company will have
access to adequate resources to continue in operational existence for the foreseeable future. Accordingly, they
cantinue to adopt the going concern basis in preparing the statement of financial position,

3. SUMMARY OF MATERIAL ACCOUNTING POLICIES

a Functional currency

ltems included in the statement of financial position are measured and presented in US dollars, the currency of
the primary economic environment in which the Company operates.

All currency amounts in the statement of financial position are rounded to the nearest thousand US dollars
unless otherwise stated.

b. Foreign currencies

All monetary assets and liabilities denominated in currencies other than US dollars are translated into US dollars
at the rates ruling at the reporting date. Transactions and non-monetary assets and liabilities denominated in
currencies other than US dollars are recorded at the rates prevailing at the dates of the transactions.

c. Financial instruments

i) Financial instruments mandatorily at fair value through profit and loss

Trading financial instruments

Trading financial instruments include derivative contracts where the Company acquires the financial asset or
financial liability for the purpose of selling or repurchasing in the near term or is part of a portfolio for which

there is evidence of short term profit taking.

Trading financial instruments, including all derivatives are initially recorded on trade date at fair value, see note
3{(d) below.

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of a
financial instrument. For all trading financial instruments, transaction costs are excluded from the initial fair
value measurement of the financial instrument.



MORGAN STANLEY CAPITAL GROUP (SINGAPORE) PTE.

NOTES TO THE STATEMENT OF FINANCIAL POSITION
Year ended 31 December 2023

Non-trading financial assets at fair value through profit or loss

Non-trading financial assets at fair value through profit or loss (‘FVPL’) include commodities spot purchases
and corresponding forward sale undertaken contemporaneously that are accounted for as financing transactions
and presented as ‘Secured Financing’ on the statement of financial position.

Non-trading financial assets at FVPL are principally financial assets where the Company makes decisions based
upon the assets’ fair values. These assets are generally recognised on settlement date at fair value, see note 3(d)
below, since they are neither regular way nor are they derivatives. From the date the terrns are agreed (trade
date), until the financial asset is funded (settlement date), the Company recognises any unrealised fair value
changes in the financial asset as non-trading financial assets at FVPL. On settlement date, the fair value of
consideration given is recognised as a non-irading financial asset at FVPL.

Transaction costs are excluded from the initial fair value measurement of the financial assets.
i) Financial instruments designated at fair value through profit or loss

Financial liabilities designated at FVPL include commodities spot sales and corresponding forward purchases
undertaken contemporancously that are accounted for as financing transactions and reflected as ‘Secured
Borrowing’ on the statement of financial position.

The Company has designated certain financial liabilities at FVPL where the financial liability forms part of a
group of financial assets or financial fabilities or both which are managed, evaluated and reported internally on
a fair value basis.

From the date the transaction in a financial instrument designated at FVPL is entered into (trade date) until
settfement date, the Company recognises any unrealised fair value changes in the contract as financial
instruments designated at FVPL in the statement of financial position. On setilement date, the fair value of
consideration given or received is recognised as a financial instrument designated at FVPL, see note 3(d) below.

Transaction costs are excluded from the initial fair value measurement of the financial instrument.
See note 4 for an analysis of financial assets and financial Habilities designated at FVPL.
iii} Financial assets and financial liabilities at amortised cost

Financial assets at amortised cost include cash at bank and trade and other receivables.

Financial assets are recognised at amortised cost when the Company’s business model objective is to collect the
contractual cash flows of the assets and where these cash flows are solely payments of principal and interest
(“SPPI”) on the principal amount outstanding until maturity. Such assets are recognised when the Company
becomes a party to the contractual provisions of the instrument. The instruments are initially measured at fair
value, see note 3(d) below and subsequently measured at amortised cost less expected credit loss (“ECL™)
allowance. Transaction costs that are directly attributable to the acquisition of the financial asset are added to the
fair value on initial recognition,

Financial liabilities classified at amortised cost includes trade and other payables and debt and other borrowings.

Financial liabilities are classified as being subsequently measured at amortised cost, except where they are held
for trading or are designated as measured at FVPL. They are recognised when the Company becomes a party to
the contractual provisions of the instrument and are initially measured at fair value, see note 3(d) below and
subsequently measured at amortised cost. Transaction costs that are directly attributable to the issue of a
financial liability are deducted from the fair value on initial recognition,



MORGAN STANLEY CAPITAL GROU?P (SINGAPORE) PTE.

NOTES TO THE STATEMENT OF FINANCIAL POSITION
Year ended 31 December 2023

d. Fair value

Fair value measurement
Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (i.e. the
“exit price”) in an orderly transaction between market participants at the measuremnent date.

Fair value is a market-based measure considered from the perspective of a market participant rather than an
entity-specific measure. Therefore, even when market assumptions are not readily available, assumptions are
set to reflect those that the Company believes market participants would use in pricing the asset or liability at the
measurement date.

Where the Company manages a group of financial assets and financial liabilities on the basis of its net exposure
to either market risk or credit risk, the Company measures the fair value of that group of financial instruments
consistently with how market participants would price the net risk exposure at the measurement date.

In determining fair value, the Company uses various valuation approaches and establishes a hierarchy for inputs
used in measuring fair value that requires the most observable inputs be used when available.

Observable inputs are inputs that market participants would use in pricing the asset or liability that were
developed based on market data obtained from sources independent of the Company. Unobservable inputs are
inputs that reflect assumptions the Company believes other market participants would use in pricing the asset or
liability, that are developed based on the best information available in the circumstances.

The fair value hierarchy is broken down into three levels based on the observability of inputs as follows, with
Level | being the highest and Level 3 being the lowest level:

*  Level 1 - Quoted prices (unadjusted) in an active market for identical assets or liabilities

Valuations based on quoted prices in active markets that the Morgan Stanley Group has the ability to
access for identical assets or liabilities. Valuation adjustments, block discounts and discounts for
equity-specific restrictions that would not transfer to market participants are not applied to Level 1
instruments. Since valuations are based on quoted prices that are readily and regularly available in an
active market, valuation of these products does not entail a significant degree of judgement.

+  Level 2 - Valuation techniques using observable inputs

Valuations based on one or more quoted prices in markets that are not active or for which all
significant inputs are observable, either directly or indirectly.

+  Level 3 - Valuation techniques with significant unobservable inputs

Valuations based on inputs that are unobservable and significant to the overall fair value measurement.

The availability of observable inputs can vary from product to product and is affected by a wide variety of
factors, including the type of product, whether the product is new and not yet established in the marketplace, the
liquidity of markets and other characteristics particular to the product, To the extent that valuation is based on
models or inputs that are less observable or unobservable in the market, the determination of fair value requires
more judgement. Accordingly, the degree of judgement exercised by the Company in determining fair value is
greatest for instruments categorised in Level 3 of the fair value hierarchy.

The Company considers prices and inputs that are current as of the measurement date, including during periods
of market dislocation. In periods of market dislocation, the observability of prices and inputs may be reduced for
many instruments. This condition could cause an instrument to be reclassified from Level 1 to Level 2 or from
Level 2 to Level 3 of the fair value hierarchy.



MORGAN STANLEY CAPITAL GROUP (SINGAPORE) PTE.

NOTES TO THE STATEMENT OF FINANCIAL POSITION
Year ended 31 December 2023

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy.
In such cases, the total fair amount is disclosed in the level appropriate for the lowest level input that is
significant to the total fair value of the asset or liability.

The Company incorporates Funding Valuation Adjustment (“FVA™) into the fair value measurements of over-
the-counter (“OTC”) uncollateralised or partially collateralised derivatives, and in collateralised derivatives
where the terms of the agreement do not permit the re-use of the collateral received. In general, the FVA
reflects a market funding risk premjum inherent in the noted derivative instruments. The methodology for
measuring FVA leverages the Company’s existing credit-related valuation adjustment calculation
methodologies, which apply to both assets and liabilities.

For assets and liabilities that are transferred between levels in the fair value hierarchy during the period, fair
values are ascribed as if the assets or liabilities had been transferred as of the beginning of the period.

Vafuation techniques

Many OTC derivative contracts have bid and ask prices that can be observed in the marketplace. Bid prices
reflect the highest price that a party is willing to pay for an asset. Ask prices represent the lowest price that a
party is willing to accept for an asset. The Company carries positions at the point within the bid-ask range that
meets its best estimate of fair value. For offsetting positions in the same financial instrument, the same price
within the bid-ask spread is used to measure both the long and short positions.

Fair value for many OTC derivative contracts is derived using pricing models. Pricing niodels take into account
the contract terms, as well as multiple inputs including, where applicable, commedity prices, equity prices,
interest rate yield curves, credit curves, correlation, creditworthiness of the counterparty, creditworthiness of the
Company, option volatility and currency rates.

Where appropriate, valuation adjustments are made to account for various factors such as liquidity risk (bid-ask
adjustments), credit quality, model uncertainty and concentration risk and funding in order to arrive at fair value.

Adjustments for liquidity risk adjust model-derived mid-market amounts of Level 2 and Level 3 financial
instruments for the bid-mid or mid-ask spread required to properly reflect the exit price of a risk position, Bid-
mid and mid-ask spreads are marked to levels observed in trade activity, broker quotes or other external third-
party data. Where these spreads are unobservable for the particular position in question, spreads are derived
from observable levels of similar positions.

The Company applies credit-related valuation adjustments to its secured borrowings which are designated at
FVPL and to OTC derivatives. The Company considers the impact of changes in own credit spreads based upon
observations of the secondary bond market spreads when measuring the fair value for borrowings.

For OTC derivatives, the impact of changes in both the Company’s and the counterparty’s credit rating is
considered when measuring fair value, In determining the expected exposure, the Company simulates the
distribution of the future exposure to a counterparty, then applies market-based default probabilities to the future
exposure, leveraging external third-party credit default swap (“CDS”) spread data, Where CDS spread data are
unavailable for a specific counterparty, bond market spreads, CDS spread data based on the counterparty’s
credit rating or CDS spread data that reference a comparable counterparty may be utilised. The Company also
considers collateral held and legally enforceable master netting agreements that mitigate its exposure to each
counterparty.

Adjustments for model uncertainty are taken for positions whose underlying models are reliant on significant
inputs that are neither directly nor indirectly observable, hence requiring reliance on established theoretical
concepts in their derivation. These adjustments are derived by making assessments of the possible degree of
variability using statistical approaches and market-based information where possible,



MORGAN STANLEY CAPITAL GROUP (SINGAPORE) PTE.

NOTES TO THE STATEMENT OF FINANCIAL POSITION
Year ended 31 December 2023

The Company may apply concentration adjustments to ceitain of its OTC derivative portfolios to reflect the
additional cost of closing out a particularly large risk exposure. Where possible, these adjustments are based on
observable market information but in many instances significant judgement is required to estimate the costs of
closing out concentrated risk exposures due to the lack of liguidity in the marketplace.

Valuation process

Valuation Control (*VC™) within Finance is responsible for the Company’s fair value valuation policies,
processes and procedures. VC is independent of the business units and reports to the Chief Financial Officer of
the Morgan Stanley Group (“CFO™), who has final authority over the valuation of the Company’s financial
instruments. VC implements valuation control processes designed to validate the fair value of the Company’s
financial instruments measured at fair value including those derived from pricing models.

Model Control

VC, in conjunction with the Model Risk Management Department (“MRM™), which reports to the Chief Risk
Officer of the Morgan Stanley Group (“CRO"™), independently reviews valuation models. VC is responsible for
reviewing that the model valuation methodology is appropriate, model inputs and valuations are consistent with
accounting standards and an independent price verification can be performed. The Company generally subjects
valuations and models to a review process initially and on a periodic basis thereafter.

Independent Price Verification

The business units are responsible for determining the fair value of financial instruments using approved
valuation models and valuation methodologies. Generally on a monthly basis, VC performs an independent
review of the valuation in the books and records by determining the appropriateness of the inputs used by the
business units and by testing compliance with the documented valuation methodologies approved in the model
review process described above. External pricing data used to validate the valuation must meet minimum quality
standards set by VC.

The results of this independent price verification and any adjustments made to the fair value generaied by the
business units are presented to management of the Morgan Stanley Group’s three business segments (i.e.
Institutional Securities, Wealth Management and Investment Management), the CFQO and the CRO on a regular
basis.

VC reviews the models and valuation methodology used to price new material Level 2 and Level 3 transactions
and both Finance and MRM must approve the fair value of the trade that is initially recognised.

e. Derecognition of financial assets and liabilities

The Company derecognises a financial asset when the contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially all the risk and rewards of ownership of the asset.

If the asset has been transferred, and the Company neither transfers nor retains substantially all of the risks and
rewards of the asset, then the Company determines whether it has retained control of the asset.

If the Company has retained control of the asset, it continues to recognise the financial asset to the extent of its
continuing involvement in the financial asset. If the Company has not retained controf of the asset, it
derecognises the asset and separately recognises any rights or obligations created or retained in the transfer.

The Company derecognises financial liabilities when the Company’s obligations are discharged or cancelled or
when they expire.



MORGAN STANLEY CAPITAL GROUP (SINGAPORE) PTE.

NOTES TO THE STATEMENT OF FINANCIAL POSITION
Year ended 31 December 2023

f. Impairment of financial assets

The Company recognises foss atlowances for ECL for financial assets measured at amortised cost.

Measurement of ECL

The Company applies a three stage approach to measuring ECLs based on the change in credit risk since initial
recognition;

+  Stage 1. if the credit risk of the financial instrument at the reporiing date has not increased significantly
since initial recognition then the loss allowance is calculated as the lifetime cash shortfalls that will
result if a default occurs in the next 12 months, weighted by the probability of that default occurring,

+  Stage 2. if there has been a significant increase in credit risk (“SICR™) since initial recognition, the Joss
allowance is calculated as the ECL over the remaining life of the financial instrument. If it is
subsequently determined that there has no longer been a SICR since initial recognition, then the loss
allowance reverts to reflecting 12 month expected losses.

*  Stage 3: if there has been a SICR since initial recognition and the financial instrument is deemed credit-
impaired (see below for definition of credit-impaired), the loss allowance is calculated as the ECL over
the remaining life of the financial instrument. If it is subsequently deterimined that there has no longer
been a SICR since initial recognition, then the loss allowance reverts to reflecting 12 month expected
losses.

Notwithstanding the above, for trade receivables, a lifetime ECL is always calculated, without considering
whether a SICR has occurred.

Assessment of significant increase in eredit risk
When assessing SICR, the Company considers both quantitative and qualitative information and analysis based

on the Company’s historical experience and expert credit risk assessment, including forward-looking
information.

The determination of a SICR is generally based on changes in the probability of default (“PD), in conjunction
with a rebuttable presumption that a SICR has occurred if a financial asset is more than 30 days past due.

Caleulation of ECL
ECL is calculated using three main components:

*  PD: for accounting purposes, the 12 month and lifetime PD represent the expected point-in-time
probability of a default over the next 12 months and over the remaining lifetime of the financial
instrument respectively, based on conditions existing at the balance sheet date and future economic
conditions.

*  Loss given default (“LGD™): the LGD represents expected loss conditional on default, taking into
account the mitigating effect of collateral, including the expected value of the collateral when realised
and the time value of money.

+  Exposure at default (“EAD"): this represents the expected EAD, taking into account the expected
repayment of principal and interest from the balance sheet date to the date of default event together
with any expected drawdowns of the facility over that period.

These parameters are generally derived from internally developed statistical models, incorporating historical,

current and forward-looking macro-economic data and country risk expert judgement. The macro-economic
scenarios are reviewed quarterly.

11



MORGAN STANLEY CAPITAL GROUP (SINGAPORE) PTE.

NOTES TO THE STATEMENT OF FINANCIAL POSITION
Year ended 31 December 2023

The 12 month ECL is equal to the sum over the next 12 months of quarterly PD multiplied by LGD and EAD,
with such expected losses being discounted at the EIR. Lifetime ECL is calculated using the discounted present
value of total quarterly PDs multiplied by LGD and EAD, over the full remaining life of the facility.

When measuring ECLs, the Company considers multiple scenarios, except where practical expedients are used
to determine ECL. Practical expedients are used where they are consistent with the principles described above.
ECL on certain trade receivables are calculated using a ‘matrix” approach which reflects the previous history of
credit losses on these financial assets, applying different provision levels based on the age of the receivable.
Alternatively where there is a history of no credit losses, and where this is expected to persist into the future for
structural or other reasons, such as collateral or other credit enhancement, it may be determined that the ECL for
a financial instrument is de minimis (highly immaterial) and it may not be necessary to recognise the ECL.

The Company measures ECL on an individual asset basis and has no purchased or originated credit-impaired
{*POCTI™) financial assets.

More information on measurement of ECL is provided in note 15 Financial risk management.

Presemation of ECL
ECL is recognised in the statement of comprehensive income within ‘Net impairment loss on financial
instruments’.

Credit-impaired financial instruments

In assessing the impairment of financial instruments under the ECL maodel, the Company defines credit-
impaired financial instruments in accordance with the Credit Risk Managemeni Department’s policies and
procedures. A financial instrument is credit-impaired when, based on current information and events, it is
probable that the Company will be unable to collect all scheduled payments of principal or interest when due
according to the contractual terms of the agreement.

Definition of Default

In assessing the impaimment of financial instruments under the ECL model, the Company defines default in
accordance with the Credit Risk Management Department’s policies and procedures. This considers whether the
borrower is unlikely to pay its credit obligations to the Company i full and takes into account qualitative
indicators, such as breaches of covenants. The definition of default also includes a presumption that a financial
asset which is more than 90 days past due has defaulted.

Write-offs
Financial assets at amortised cost are written off (either partially or in full) when they are deemed uncollectible.
Financial assets that are written off could still be subject to enforcement activities for recoveries of amounts due.

g. Property, plant and equipment

Property, plant and equipment are stated at cost net of depreciation and any provision for impairment in value,
see note 3(h) below, For assets in the course of consfruction, interest that is directly attributable to the
construction of the qualifying asset is capitalised as a cost of the asset. The interest capitalisation rate is based
on the Morgan Stanley Group’s blended funding rates.

For premises held under leases, a reinstatement provision is recognised for the estimated cost to reinstate the
premises at the end of the lease period. When the reinstatement provision is established and included within
‘Provisions’ in the statement of financial position, an equivalent asset is recognised and included in the cost of
leasehold improvements at the initial present value of the reinstatement obligations. The reinstatement asset is
depreciated over the useful economic life of the relevant leasehold improvement asset.
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NOTES TO THE STATEMENT OF FINANCIAL POSITION
Year ended 31 December 2023

Depreciation is provided on property, plant and equipment at rates calculated to write off the cost of the assets
on a straight line basis over their expected useful lives as follows:

Leasehold improvements, including reinstatement assets — shorter of remaining lease term and 15 years
Fixtures, fittings and equipment — 3to9 years
Right-of-use assets - Property ~ (1o 3 years

Assets in the course of construction are not depreciated until the construction is complete and the asset is ready
for use. The asset is then transferred to leasehold improvements or fixtures, fittings and equipment as applicable,
where it is depreciated at the relevant rate.

The carrying amount of an item of property, plant and equipment shall be derecognised on disposal or when no
further economic benefits are expected from its use or disposal.

h. Impairment of non-financial assets

Non-financial assets that are subject to depreciation or amortisation are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount.

i, Cash and cash equivalents

Cash and cash equivalents comprise cash and demand deposits with banks, net of outstanding bank overdrafts,
with original maturities of three months or less, that are readily convertible to known amounts of cash and
subject to insignificant risk of change in value.

j- Income tax

The tax currently payable is calculated based on taxable profit for the year, The Company’s Hlability for current
tax is calculated using tax rates that have been enacted or substantively enacted by the reporting date.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of
assets and liabilities in the financial statements and the corresponding tax bases used in the computation of
taxable profit, and is accounted for using the balance sheet liability method. Deferred tax liabilities are generally
recognised for all taxable temporary differences and deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which deductible temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at each reporting date and limited to the extent that it is
probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or
the asset is realised, based on the laws that have been enacted or substantively enacted by the reporting date.

Current tax assets are offset against current tax liabilities when there is a legally enforceable right to set off
current tax assets against current tax liabilities and the Company intends to settle its current tax assets and
current tax liabilities on a net basis or to realise the asset and settle the liability simultaneously. Deferred tax
assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes levied by the same taxation authority and the
Company intends to settle its current tax assets and current tax liabilities on a net basis.
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k. Leascs

For leases whose original lease term exceeds one year, right-of-use (*ROU™) assets and lease liabilities are
initially recognised based on the present value of the lease payments over the lease term. The discount rate used
in determining the present value is the Company’s incremental borrowing rate. The ROU asset also includes
any prepaid lease payments and initial direct costs incurred and is reduced to reflect lease incentives received.
The interest on lease liabilities is accrued at a constant periodic rate of interest on the remaining balance of the
lease liability. The liability is remeasured when there is a change in future lease payments arising from a change
in an index or rate or from a market rent review. Additionally, the lease liability is remeasured if the Company
changes its assessment of whether it will exercise an extension or termination option or undertakes certain
modifications of the lease. The ROU asset is depreciated on a straight line basis from the lease commencement
date to the earlier of the end of its useful life or the end of the lease term. In addition, the ROU asset is tested for
impairment losses where there is an impairment event.

The Company evaluates contracts greater than one year to determine whether they comnain lease components at
inception. Where contracts contain both lease and non-lease components, they are accounted for as a single
lease.

The Company presents ROU assets within the ‘Property, plant and equipment’ line and lease Habilities within
the “Trade and other payables’ line of the statement of financial position.

1. Provisions, contingent liabilities and commitments

Provisions are recognised when the Company has an identified present obligation as a result of a past event,
when it is probable that an outflow of resources embodying economic benefits will be required to settle that
obligation and when a reliable estimate can be made of the amount of the obligation.

A contingent liability is a possible obligation, that arises from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain future events not wholly within
the control of the company or a present obligation that arises from past events but is not recognised because
either an outflow of economic benefits is not probable or the amount of the obligation cannot be reliably
measured.

A commitment is any legal obligation to potentially make or receive cash payments or transfer cash,

Commitments and contingent liabilities are not recognised in the financial statements. Disclosure is made unless
the probability of settlement is remote,

m. Offsetting of financial assets and financial liabilities

Where there is a currently legally enforceable right to set off the recognised amounts and an intention to either
settle on a net basis or to realise the asset and the liability simultaneously, financial assets and financial
liabilities are offset and the net amount is presented on the statement of financial position. In the absence of
such conditions, financial assets and financial liabilities are presented on a gross basis.

n. Employee compensation plans

i} Equity-settled share-based compensation plans

Morgan Stanley issues awards in the form of restricted stock units (“RSUs”) to employees of the Morgan
Stanley Group for services rendered to the Company. Awards are equity-settled and the cost of the equity-based
transactions with employees is measured based on the fair value of the equity instruments at grant date. The fair
value of RSUs is based on the market price of Morgan Stanley common stock, measured as the volume-
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weighted average price on the grant date (“VWAP™). The fair value of RSUs not entitled to dividends until
conversion is measured at VWAP reduced by the present value of dividends expected to be paid on the
underlying shares prior to the scheduled conversion date.

Awards generally contain clawback and cancellation provisions. Certain awards provide Morgan Stanley the
discretion to clawback or cancel all or a portion of the award under specified circumstances.

Under Morgan Stanley Group chargeback agreements, the Company pays Morgan Stanley for the procurement
of shares. The Company pays Morgan Stanley the grant date fair value and any subsequent movement in fair
value up to the time of conversion of the award and delivery of shares to the employees.

ii) Deferred cash-based compensation plans

Morgan Stanley may award deferred cash-based compensation on behalf of the Company for the benefit of
employees, providing a return to the participating employees based upon the performance of various referenced

investments,

The liability for the awards is measured at fair value and is included within ‘Trade and other payables® in the
statement of financial position.

0. Post-employment benefits

The Company participates in defined contribution plans.

Details of the plan are given in note 22 to these statement of financial position.

p. Combination of businesses under common control

Business combinations under commeon control, where all combining businesses are ultimately controlled by the
same party both before and after the business combination, are accounted for using the predecessor values
method of accounting. When a business is sold or transferred to another entity under common control, this

involves derecognising assets and labilities of the transferred business at the transferors’ book value without any
change to reflect fair value of those assets and liabilities.
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4. FINANCIAL ASSETS AND LIABILITIES BY MEASUREMENT CATEGORY

The following table analyses financial assets and financial liabilities as presented in the statement of financial
position by the FRS 109 measurement classifications.

FVPL FVPL Amortised

31 December 2023 (mandatorily) {designated) cost Total

US5'000 LSS 000 USS'00¢ USs'000
Cash at bank — e [7.014 17,014
Trading financial assets 1,778,316 — e [,778,316
Secured financing 761,113 — — 761,113
Trade and other receivables — — 1,149,662 1,149,662
Total financial assets 2,539,429 — 1,166,676 3,706,105
Trading financial labilities 1,772,951 - — 1,772,951
Secured borrowings — 761,113 — 761,113
Trade and other payables — — 85,282 85,282
Debt and other borrowings — — 200,000 200,000
Total financial liabilities 1,772,951 761,113 285,282 2,819,346

Financial liabilities designated at FVPL

The financial liabilities in the table above which are designated at FVPL consist of the following financial
liabilities:

Secured Borrowing: As part of its trading activities, the Company enters into transactions which involves
commodities  spot purchases and sales and corresponding forward sale or purchases undertaken
contemporaneously that are accounted for as financing transactions.

2023
1iI85'060

Secured borrowing 761,113

The Company determines the amount of changes in fair value attributable to changes in counterparty credit risk
or own credit risk, as relating to financial assets and financial liabilities designated at FVPL, by first determining
the fair value including the impact of counterparty credit risk or own credit risk, and then deducting those
changes in fair value representing managed market risk. The Company considers that this approach most
faithfully represents the amount of change in fair value due to both counterparty credit risk and the Company’s
own credit risk.
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5. TRADING FINANCIAL ASSETS AND LIABILITIES

Trading assets and trading liabilities are summarised as follows:

OTC Derivatives — Commodity contracts

6. TRADE AND OTHER RECEIVABLES

Trade and other receivables (amortised cost)

Trade receivables
Customer receivable
Qther

Other receivables

Amounts due from other Morgan Stanley Group undertakings

Amounts held at exchange
Other amounts receivable
Less: ECL allowance

Total Trade and other receivables (amortised cost)

2023
Assets Liabilitics
LSS 000 USS'000
1,778,316 1,772,951

2023
LISs'000

38,063
10,760
48,823

1,100,101
707
95

(64
1,100,839

1,149,662
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1. PROPERTY, PLANT AND EQUIPMENT
Assets in the Fixtures, Right-of-use
Leasehold course of fittings and asSets -
2023 improvements construction equipment Property Total
LISS'000 US5'006 U8s'000 LISS'000 USs'000
Cost
At 1 January 2023 14,507 347 3,233 38,633 56,720
Additions 528 — 423 30 981
Disposals — 347 — — (347)
Transfers ¥ (15,035) — (3,636) (38,663) (57.354)
At 31 December 2023 — — e — e
Depreciation
At | January 2023 9,228 — 1,790 25.586 36,604
Charge for the year 1,232 — 134 3.089 4,455
Disposals — — — — —
Transfers ' {10,460 — (1,924) (28,673) (41.059)

At 31 December 2023 — — — - _

Carrying amount
At 31 December 2023 — — — . _

Y DPuring the year, the Company transferred property, plant and equipment with a net carrying amount of
US$16,295,000 to MSMS Sg.
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8. TRADE AND OTHER PAYABLES

2023
LiSS'000
Trade and other payables (amortised cost)
Trade payables
Amounts due to other Morgan Stanley Group undertakings 36,240
Customer payable 35216
71,456
Other payables
Amount due to the Company’s direct and indirect parent undertakings 306
Amounts due to other Morgan Stanley Group undertakings 4,799
Staff compensation and benefits accruals 3,152
Lease liabilities —
Other amounts payable 569
13,826
Total Trade and other payables (amortised cost) 85,282
9, DEBT AND OTHER BORROWINGS
2023
USS'000
Debt and other borrowings (amortised cost)
Subordinated debt 200,000
The amount subject to subordinated debt agreement is wholly repayable as shown below:
2623
Acerued
Repayment interest Balance
Counterparty date Interest rate USS'g00 L'SS'000
16 December MS proxy
Morgan Stanley (Singapore) Holdings Pte. Ltd. 2026 rate'” 306 200,000

s Proxy Rale means al any time, the interest rate at which Morgan Stanley is offering unsecured loans in the relevant
currency to members of the Group at such time.

On 19 December 2023, the Company drew down an additional advance of US$100,000,000 under a

Subordinated Debt Agreement dated 16 December 2021 between the Company and Morgan Stanley (Singapore)
Holdings Pte. Ltd, (*MSSH™).

All amounts outstanding under subordinated debt agreements are repayable at any time at the Company’s option
with the prior written approval of the National Futures Association (“NFA™),

The Company has not defaulted on principal, interest or made any other breaches with respect to its
subordinated debt during the year.
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10.  PROVISIONS

Property
2023
LiSS'040
At 1 January 2,310
Additional provisions 14
Transfer " (2,299)
Foreign exchange revaluation (25)

At 31 December

" During the year, the Company transferred property provisions to another Morgan Stanley Group undertaking,

Property

Property provisions represent the net present value of expected future costs of reinstating leasehold
improvements at the end of the lease term. Lease reinstatement provisions are released when the reinstatement
obligations have been fulfilled. The related asset for lease reinstatement provisions is included in ‘Leasehold
improvements’ within ‘Property, plant and equipment’ (note 7).

1. COMMITMENTS

At 31 December 2023, the Company had signed a commitment letter with its clients, where the Company has
connitted to be a trading party to certain derivative contracts. The commitment is subject to contingencies that
are pending to be resolved.

Other than the above, the Company does not have any other cammitments.

12. LEASES

Leases

The Company’s leases are primarily real estate leases. The Company has made the election to include the non-
lease component when computing the ROU asset and lease liability.

Extension and termination options

Certain real estate leases contain extension and termination options to provide additional operational flexibility.
Extension and termination options that are at the option of the lessee are included in the assessment of the lease
term where the extensions are considered reasonably certain of being exercised or where termination options are
considered reasonably certain not to be exercised. Where the option is controfled by the lessor, the lease term
assumes that extension options will be exercised and that termination options will not be exercised.

Lessee disclosures

The statement of financial position includes ROU assets within ‘Property, plant and equipment’ (note 7) and
lease liabilities within *Trade and other payables® (note 8).

Maturity analysis of lease liabilities

As at 31 December 2023, there are no outstanding lease liabilities as the Company has transferred its lease
contracts to MSMS Sg during the year,
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13. EQUITY

Ordinary share capital

Ordinary Total ordinary
shares shares
Number LSs'000
Issued and fully paid
At 31 December 2022 979,843,002 963,634
Reduced in the year:
21 December 2023 (200,000,000) (200,000}
At 31 December 2023 779,843,002 763,634

On 21 December 2023, the Company reduced its issued share capital by 200,000,000 ordinary shares by way of

capital reduction and US$200,000,000 was returned in cash to its parent company MSSH.

Fully paid ordinary shares have no par value. The holders of ordinary shares are entitled to receive dividends as
declared from time to time and are entitled to one vote per share at meetings of the sharcholders of the

Company.
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14. DIVIDENDS

The following amounts represent the dividends paid in the current year;

2023
Per Share Total
LR LISS'000
Dividends on ordinary shares 0204114 200,000

15, EXPECTED MATURITY OF ASSETS AND LIABILITIES

The table below shows an analysis of assets and liabilities analysed according to when they are expected to be
recovered, realised or settled.

At 31 December 2023

Less than or equal  More than twelve
to twelve months months Total
USS'000 LISS'300 LISS'400
ASSETS

Cash at bapk 17,014 — 17,014
Trading financial assets 1,778,316 — 1,778,316
Secured financing 761,113 e 761,113
Trade and other receivables 1,148,953 707 1,149,662
Deferred tax assets — 116 116
Prepayments 125 — 125
3,705,523 823 3,700,346

LIABILITIES
Trading financial liabilities 1,772,951 —_ 1,772,951
Secured borrowings 761113 — 761,113
Trade and other payables 83916 1,366 85,282
Debt and other borrowings — 200,000 200,000
Current tax liabilities 22,907 e 22,907
Accruals 30 — 30
2,640,917 201,366 2,842,283
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16. FINANCIAL RISK MANAGEMENT

Risk management procedures

Risk is an inherent part of the Company’s business activity. The Company seeks to identify, assess, monitor and
manage each of the various types of risk involved in its business activities in accordance with defined policies
and procedures. The Company has developed its own risk management policy framework, which is consistent
with and leverages the risk management policies and procedures of the Morgan Stanley Group and which
include escalation to the Company’s Board of Directors and to appropriate senjor management personnel of the
Company.

Significant risks faced by the Company resulting from its trading and financing activities are set out below.

16.1 Credit risk

Credit risk refers to the risk of loss arising when a borvower, counterparty or issuer does not meet its financial
obligations to the Company. The Company is primarily exposed to credit risk from institutions and sophisticated
investors through its Institutional Securities business segment.

16.1.1 Credit risk management

Credit risk exposure is managed on a global basis and in consideration of each significant legal entity within the
Morgan Stanley Group. The credit risk management policies and procedures establish the framework for
identifying, measuring, monitoring and controlling credit risk whilst ensuring transparency of material credit
risks, compliance with established limits and escalating risk concentrations to appropriate senior management.

The Company may incur credit risk in its Institutional Securities business segment through a variety of
activities, including, but not limited to, the following:

*  entering into derivative contracts under which counterparlies may have obligations to make payments
to the Company;

+  providing short or leng-term funding that is secured by physical or financial collateral whose value may
at times be insufficient to fully cover the repayment amount;

*  posting margin and/ or collateral to clearing houses, clearing agencies, exchanges, banks, securities
firms and other financial counterparties; and

+ placing funds on deposit at other financial institutions to support the Company’s clearing and
settlement obligations.

Monitoring and Conirol

In order to help protect the Company from losses, the Credit Risk Management Department establishes firm-
wide practices to evaluate, monitor and control credit risk at the transaction, obligor and portfolio levels. The
Credit Risk Management Department approves extensions of credit, evaluates the creditworthiness of the
Company’s counterparties and borrowers on a regular basis, and helps ensure that credit exposure is actively
monitored and managed. The evaluation of counterparties and borrowers includes an assessment of the
probability that an obligor will default on its financial obligations and any subsequent losses that may occur
when an obligor defaults. In addition, credit risk exposure is actively managed by credit professionals and
committees within the Credit Risk Management Department and through various risk committees, whose
membership includes individuals from the Credit Risk Management Department.
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A Credit Limits Framework is utilised to manage credit risk levels across the Company. The Credit Limits
Framework is calibrated within the Morgan Stanley Group’s risk tolerance and includes single-name limits and
portfolio concentration limits by country and industry. The Credit Risk Management Department helps ensure
timely and transparent communication of material credit risks, compliance with established limits and escalation
of risk concentrations to appropriate senior management.

The Credit Risk Management Department also works closely with the Market Risk Department (“MRD™) and
applicable business units to monitor risk exposures and to perform stress tests to identify, analyse and control
credit risk concentrations arising from the Company’s lending and trading activities. The stress tests shock
market factors (e.g. interest rates, commodity prices, credit spreads), risk parameters (e.g. probability of default
and LGD), in order to assess the impact of stresses on exposures, profit and foss, and the Company’s capital
position. Stress tests are conducted in accordance with established Company policies and procedures.

Credit Evaluation

The evaluation of corporate and institutional counterparties and borrowers includes assigning obligor credit
ratings, which reflect an assessment of an obligor’s PD and LGD, An obligor credit rating can be categorised
into Investment grade, Non-investment grade and Default. Credit evaluations typically involve the assessment
of financial statements, leverage, liquidity, capital strength, asset composition and quality, market capitalisation,
access to capital markets, the adequacy of collateral, if applicable, and in the case of certain loans, cash flow
projections and debt service requirements. The Credit Risk Management Department also evaluates strategy,
market position, industry dynamics, management and other factors that could affect the obligor’s risk profile.
Additionally, the Credit Risk Management Department evaluates the relative position of the Company’s
exposure in the borrower’s capital structure and relative recovery prospects, as well as adequacy of collateral (if
applicable) and other structural elements of the particular transaction.

In addition to assessing and monitoring its credit exposure and risk at the individual obligor level, the Company
also reviews its credit exposure and risk to geographic regions. As at 31 December 2023, credit exposure was
concentrated in Asian countries. In addition, the Company pays particular attention to smaller exposures in
emerging markets given the unique risk profile. Sovereign ceiling ratings i.e. the maximum credit rating that can
be assigned to a counterparty with a designated country of risk, are derived using methodologies generally
consistent with those employed by external rating agencies,

The Company also reviews its credit exposure and risk to certain types of customers. At 31 December 2023, the
Company’s material credit exposure was to corporate entities.

Risk Mitigation

The Credit Risk Management Department may seek to mitigate credit risk from its lending and trading activities
in multiple ways, including collateral provisions, guarantees and hedges. At the transaction level, the Credit
Risk Management Department seeks to mitigate risk through management of key risk elements such as size,
tenor, financial covenants. seniority and collateral. The Morgan Stanley Group actively hedges its lending and
derivatives exposure through various financial instruments that may include single-name, portfolio and
structured credit derivatives. Additionally, the Morgan Stanley Group may sell, assign or syndicate funded loans
and lending commitments to other financial institutions in the primary and secondary loan markets. In
connection with its derivatives trading activities, the Morgan Stanley Group generally enters into master netting
agreements and collateral arrangements with counterparties. These agreements provide the Morgan Stanley
Group with the ability to demand collateral, as well as to liquidate collateral and offset receivables and payables
covered under the same master agreement in the event of a counterparty default,
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«  Derivatives

The Company may seek to mitigate credit risk from its derivatives transactions in multiple ways, including
documentation, collateral provisions, guarantees and hedges. At the transaction level, the Company seeks to
mitigate risk through management of key risk elements such as size, tenor, financial covenants, seniority and
collateral. The Company actively hedges its derivatives exposure through various financial instruments that may
include single-name, portfolio and structured credit derivatives. The Company may enter into master netting
agreements and collateral arrangements with counterparties. These master netting agreements and collateral
arrangements may provide the Company with the ability to demand collateral, as well as to liquidate collateral
and offset receivables and payables covered under the same master netting agreement in the event of
counierparty default, The Company monitors the creditworthiness of counterparties to these transactions on an
ongoing basis and requests additional collateral in accordance with collateral arrangements when deemed
necessary.

16.1.2 Exposure to c¢redit risk

The maximum exposure to credit risk (*gross credit exposure™) of the Company as at 31 December 2023 is
disclosed below, based on the carrying amounts of the financial assets which the Company believes are subject
to credit risk. The table includes financial instruments subject to ECL and not subject to ECL. Those financial
instruments that bear credit risk but are not subject to ECL are subsequently measured at fair value.

Where the Company enters into credit enhancements, including receiving cash and security as collateral and
master netting agreements, to manage the credit exposure on these financial instruments the financial effect of
the credit enhancements is also disclosed below. The net credit exposure represents the credit exposure
remaining after the effect of the credit enhancements.

The Company does not have any significant exposure arising from items not recognised on the statement of
financial position,

Collateral and other credit enhancements

The Company employs a range of policies and practices {o mitigate credit risk, the most conimon being
acceptance of collateral for funds advanced. The main types of collateral held are cash or similar highly-liquid
assets, The Company has internal policies on the acceptability of specific classes of collateral or credit risk
mitigation. There has been no change in the collateral policy of the Company during the year.

At 31 December 2023, the carrying amount of financial asseis on which no ECL were recognised because of
collateral held was LIS%nil.

The Company closely moniters collateral held for financial assets considered to be credit-impaired, as in such
cases it is considered more likely that the Company will take possession of collateral to mitigate potential credit
losses,

The Company does not hold financial assets considered to be credit-impaired.
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Exposure to credit risk by class

31 December 2023

Gross credit Credit  Net credit
Class exposure’” enhancements  exposwre™
USS'000 LISS'000 Uss'000
Subject to ECL:

Cash at bank 17.014 o 17.014
Trade and other receivables™ 1,149,662 (37.713) 1,111,949

Not subject to ECL:
Trading financial assets 1,778,316 (1.676.352y 101,964
Secured financing 761.113 — 761113
3,706,105 (1,714,065) 1,992,040

M The carrying amount recognised in the statement of financial position best represents the Company’s maximum exposure to

ceedit risk.

Of the residual net credit exposure, intercompany cross product nelling arrangements are in place which would allow for an
additional US$7,109,000 of an avaitable US$10.119,000 to be offset in the ordinary course of busitiess and/ or in the event of
default by certain Morgan Stanley counterparties.

Trade and other receivables primarify include cash collateral pledged against the payable on OTC derivative positions. These
derivative liabilities are included within trading financial liabilities in the statement of financial position.

5]

16.1.3 Credit quality

Exposure to credit risk by internal rating grades

Internal credit ratings, as below, are derived using methodologies generally consistent with those used by
external agencies:

Investment grade: AAA - BBB
Non-investment grade: BB - CCC
Default: D
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The table below shows gross carrying amount, All exposures subject to ECL are Stage 1, unless otherwise
shown.

Total Total Non- Total Gross . Total
gazgecem ber AAA A A- BBB Investment  Investment lnralc(}l} Carrying -I:E(I)sfv-mcc Carrying
Grade Grade Amaount ! ! Amount

USS'000 USS'000  USS'060  USS'000  USS'000 LiSS'000 USS'000 USSs'000 LSS0 USS'000

Subject to ECL:

Cash at bank — 17.008 — 6 17.014 — — 17.014 — 17.014

Trade and other

receivables: 41 1,100,098 2 48825 1,148,966 — 760 1,149,726 (64 1,149,662
41 1,117,106 2 48,831 1,165,980 — 760 1,166,740 {04y 1,166,676

Not Subject to

ECL:

Trading financial

assets:

Derivatives — 959,110 e 757,061 1,716,171 62,145 — 1778316 e 1778316

Secured

Financing — 761,113 — — 761,113 -— e 761,113 — 761,113
— 1,720,223 — 757,061 2,477,284 62,145 e 2,539,429 — 2,539,429

N For the unrated trade receivables, a lifetime ECL is always caleulated withow considering whether SICR has occurred.

16.2 Liquidity risk

Liquidity risk refers to the risk that the Company will be unable to finance its operations due to a loss of access
to the capital markets or difficulty in liquidating its assets. Liquidity risk encompasses the Company’s ability (or
perceived ability) to meet its financial obligations without experiencing significant business disruption or
reputational damage that may threaten the Company’s viability as a going concem. Liquidity risk also
encompasses the associated funding risks triggered by the market or idiosyncratic stress events that may cause
unexpected changes in funding needs or an inability to raise new funding. Generally, the Company incurs
liquidity risk as a result of its trading, lending, investing and client facilitation activities.

The Morgan Stanley Group’s Liquidity Risk Management Framework is critical to helping ensure that the
Company maintains sufficient liquidity reseurces and durable funding sources to meet its daily obligations and
to withstand unanticipated stress events. The Liquidity Risk Departiment is a distinct area in Risk Management,
which oversees and monitors Hquidity risk. The Liquidity Risk Department ensures transparency of material
liquidity risks, compliance with established risk limits and escalation of risk concentrations to appropriate senior
management. To execute these responsibilities, the Liquidity Risk Department:

+  Establishes limits in line with the Morgan Stanley Group’s risk appetite;

+  ldentifies and analyses emerging liquidity risks to ensure such risks are appropriately mitigated;

»  Monitors and reports risk exposures against metrics and limits, and;

*  Reviews the methodologies and assumptions underpinning the Morgan Stanley Group’s Liquidity

Stress Tests to ensure sufficient liquidity and funding under a range of adverse scenarios.

The liquidity risks identified by these processes are summarised in reports produced by the Liquidity Risk
Pepartment that are circulated to and discussed with senior management, as appropriate.
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The Treasury Department and applicable business units have primary responsibility for evaluating, monitoring
and controlling the liquidity risks arising from the Morgan Stanley Group’s business activities and for
maintaining processes and controls to manage the key risks inherent in their respective areas. The Liquidity Risk
Department coordinates with the Treasury Department and these business units to help ensure a consistent and
comprehensive framework for managing liquidity risk across the Morgan Stanley Group.

The Company’s liquidity risk management policies and procedures are consistent with those of the Morgan
Stanley Group.

The primary goal of the Company’'s liquidity risk and funding management framework is to ensure that the
Company has access to adequate funding across a wide range of market conditions and time horizons. The
[ramework is designed to enable the Company to fulfil its financial obligations and support the execution of its
business strategies.

The following principles guide the Company’s liquidity risk management framework:
+  Sufficient liquid assets should be maintained to cover maturing liabilities and other planned and
contingent outflows;
«  Maturity profile of assets and liabilities should be aligned, with limited reliance on short-term funding;
+  Source, counterparty, currency, region, and term of funding should be diversified; and
+  Liquidity Stress Tests should account for stressed liquidity requirements and the amount of liquidity
held should be greater than those stressed requirements.

The core components of the Company’s liquidity risk management framework that support our target liquidity
profile are the Required Liquidity Framework, Liquidity Stress Tests and Liquidity Resources (as defined
below).

Required Liguidity Framework

The Required Liquidity Framework establishes the amount of liquidity the Company must hold in both normal
and stressed environments to ensure that its financial condition and overall soundness is not adversely affected
by an inability (or perceived inability) to meet its financial obligations in a timely manner. The Required
Liquidity Framework considers the most constraining liquidity requirement to satisfy all regulatory and internal
limits at a Morgan Stanley Group and legal entity level.

Liguidity Stress Tests

The Company uses Liquidity Stress Tests to model external and intercompany liquidity flows across multiple
scenarios and a range of time horizons. These scenarios contain various combinations of idiosyncratic and
market stress events of different severity and duration. The methodology, implementation, production and
analysis of the Company’s Liquidity Stress Tests are important components of the Required Liquidity
Framework.

Liquidity Stress Tests are produced for the Company, to capture specific cash requirements and cash
availability. The Liquidity Stress Tests assume that a legal entity will use its own liquidity first to fund its
obligations before drawing liquidity from its ultimate parent undertaking, Morgan Stanley. Morgan Stanley will
support its subsidiaries and will not have access to subsidiaries’ liquidity resources that are subject to any
regulatory, legal or tax constraints.

At 31 December 2023, the Company maintained sufficient liquidity to meet current and contingent funding
obligations as modelled in its Liquidity Stress Tests.
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Liquidity Resources

The Company maintains sufficient liquidity resources which consists of unencumbered highly liquid securities
and cash deposits with banks (including central banks) (“Liquidity Resources™) to cover daily funding needs and
to meet strategic liquidity targets sized by the Required Liquidity Framework and Liquidity Stress Tests. The
Company actively manages the amount of its Liquidity Resources considering the following components:
unsecured debt maturity profile; balance sheet size and composition; funding needs in a stressed environment
inclusive of contingent cash outflows; and collateral requirements. The amount of liquidity resources the
Company holds is based on the Company’s risk appetite and is calibrated to meet various internal and regulatory
requirements and to fund prospective business activities. Unencumbered highly liquid securities consist netted
trading assets, investment securities and securities received as collateral.

Liquidity Resources are held within Morgan Stanley and its major operating subsidiaries and is composed of
diversified cash and cash equivalents and unencumbered highly liquid securities,

Eligible unencumbered highly liquid sccurities include non-US government securities in addition to US
government securities and other highly liquid investment grade securities.

Funding management

The Company manages its funding in a manner that reduces the risk of disruption to the Company’s operations.
The Company pursues a strategy of diversification of secured and unsecured funding sources (by product,
mvestor and region) and attempts to ensure that the tenor of its liabilities equals or exceeds the expected holding
period of the assets being financed.

The Company funds itself through diverse sources. These sources include the Company’s equity capital and
borrowings.

Balance sheet management

In managing both the Morgan Stanley Group’s and the Company’s funding risk the composition and size of the
entire balance sheet, not just financial liabilities, is monitored and evaluated. The liquid nature of the
marketable securities and short-term receivables arising principally from sales and trading activities in the
Institutional Securities business provides the Morgan Stanley Group and the Company with flexibility in
managing the composition and size of its balance sheet. of its statement of financial position.

Maturity analysis

In the following maturity analysis of financial liabilities, derivative contracts and other trading financial
liabilities measured at fair value are presented at fair value, consistent with how these financial Habilities are
managed, and disclosed as on demand. All other amounts represent undiscounted cash flows payable by the
Company arising from its financial liabilities to earliest contractual maturities as at 31 December 2023.
Repayments of financial liabilities that are subject to immediate notice are treated as if notice were given
immediately and are classified as on demand. This presentation is considered by the Company to appropriately
reflect the liquidity risk arising from those financial liabilities, presented in a way that is consistent with how the
liguidity risk on these financial liabilities is managed by the Company.
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Morcthan 3  More than |
More than { months but  year but less

Less than or  month but Jess less than or than or

cqual tol  than or cqual equal to 1 equal to 5
3t December 2023 On demand manth to 3 months year years Total
US5'000 USs'000 USs'000 USs't0 LSS 000 LISS'000

Financial liabilities

Trading financial liabilities 1,772,951 — — — — 1,772,951
Secured borrowings —_— 15210 73,916 669,987 — 761,113
Trade and other payables 76,543 1,283 5,728 362 1,366 85,282
Debt and other borrowings — — - — 200,000 200,000
Total financial liabilities 1,849,494 16,493 §1,644 670,349 201,366 2,819,346

16.3 Market risk

Market risk refers to the risk that a change in the level of one or more market prices, rates, spreads, indices,
volatilities, correlations or other market factors, such as market liquidity, will result in losses for a position or
portfolio.

The Company manages the market risk associated with iis trading activities at a legal entity, trading division and
at an individual product level.

Sound market risk management is an integral part of the Company’s culture. The Company is responsible for
ensuring that market risk exposures are well-managed and monitored. The Company also ensures transparency
of material market risks, monitors compliance with established limits, and escalates risk concentrations to
appropriate senior management.

To execute these responsibilities, the Company monitors its market risk against limits on aggregate risk
exposures, performs a variety of risk analyses including monitoring Value-at-risk (“VaR™) and stress testing
analyses, routinely reports risk summaries and maintains the VaR and scenario analysis methodologies. The
material risks identified by these processes are summarised and reported to senior management.

The market risk management policies and procedures for the Company are consistent with those of the Morgan
Stanley Group and include escalation to the Company’s Board of Directors and appropriate management
personnel.

Primary market risk exposures and market risk managenient

During the year, the Company had exposures to a wide range of market risk factors related to global markets in
which it conducts its trading activities. These market risk factors include commodity prices and the associated
implied volatilities and correlations.

The Company is exposed to interest rate and credit spread risk, as well as associated implied volatility risks, as a
result of market making activities in interest-rate or credit sensitive financial instruments (i.e. risk arising from
changes in the level of interest rates, the shape of the yield curve and/or credit spreads). The activities from
which those exposures arise and the markets in which the Company is active include, but are not limited to, the
following: interest rate and credit derivatives.

The Company is exposed to foreign exchange rate, correlation and implied volatility risk as a result of making
markets in foreign currencies and foreign currency derivatives, from maintaining foreign exchange positions and
from holding non-US doellar-denominated financial instruments.
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The Company has exposure to commaodities. This exposure is due to price and implied volatility risk as a result
of making markets in crude and refined oil products, natural gas, electricity and precious base metals and
agriculture.

The Company manages its trading positions by employing a variety of risk mitigation strategies. These
strategies include diversification of risk exposures and hedging. Hedging activities consist of the purchase or
sale of positions in related securities and financial instruments, including a variety of derivative products (e.g.,
futures, forwards, swaps and options). Hedging activities may not always provide effective mitigation against
trading losses due to differences in the terms, specific characteristics or other basis risks that may exist between
the hedge instrument and the risk exposure that is being hedged. The Company manages and monitors its market
risk exposures, including outright and basis risks, in such a way as to maintain a portfolio that the Company
believes is well-diversified in the aggregate with respect to market risk factors and that reflects the Company's
aggregate risk tolerance, as established by the Company’s senior management. The effectiveness of hedges and
mitigants is monitered using processes such as risk and limit reporting.

Aggregate market risk limits have been approved for the Company in line with the risk appetite set by the Board
of Directors. Additional market risk limits are assigned, as appropriate, to trading desks, products and/ or
regions and are commensurate with the aggregate limits. The Market Risk Department monitors market risk
measures against limits in accordance with policies set by senior management.

Trading Risks

The statistical technique known as VaR is one of the tools the Company uses to measure, monitor and review
the market risk exposures of its trading portfolios. The MRD calculates and distributes daily VaR-based risk
measures to various levels of management.

VaR methodology, asswmptions and limitations

The Company estimates VaR using a model based on historical simulation for general market risk factors and
Monte Carlo simulation for name-specific risk in corporate bonds, loans and related derivatives. The model
constructs a distribution of hypothetical daily changes in the value of trading portfolios based on the following:
historical observation of daily changes in key market indices or other market risk factors; and information an the
sensitivity of the portfolio values to these market risk factor changes,

The basic methodology for VaR at Morgan Stanley is historical simulation. A set of internal processes and
controls ensure that all trading positions booked by the Company are being included in VaR, VaR for risk
management purposes (‘Management VaR’) is computed at a 95% level of confidence over a one day time
horizon, which is a useful indicator of possible trading losses resulting from adverse daily market moves. The
95%/one-day VaR corresponds to the unrealised loss in portfolio value that, based on historically observed
market risk factor movements, could have been exceeded with a frequency of 5%, or five times in every 100
trading days, if the portfolio were held constant for one day.

The Company uses VaR as one of a range of risk management tools. Among their benefits, VaR models permit
estimation of a portfolio’s aggregate market risk exposure, incorporating a range of varied market risks and
portiolio assets. One key element of the VaR model is that it reflects portfolio diversification or hedging
activities. However, VaR has various limitations, which include but are not limited to: use of historical changes
in market risk factors, which may not be accurate predictors of future market conditions, and may not fully
incorporate the risk of extreme market events that are outsized relative to observed historical market behaviour
or reflect the historical distribution of results beyond the 95% confidence interval; and reporting of losses in a
single day, which does not reflect the risk of positions that cannot be liquidated or hedged in one day. A small
proportion of market risk generated by trading positions is not included in VaR. The modelling of the risk
characteristics of some positions relies on approximations that, under certain circumstances, could produce
significantly different results from those produced using more precise measures, VaR is most appropriate as a
risk measure for trading positions in liquid financial markets and will understate the risk associated with severe
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events, such as periods of extreme illiquidity. The Company is aware of these and other limitations and,
therefore, uses VaR as only one component in its risk management oversight process. This process also
incorporates stress testing and scenario analyses and extensive risk monitoring, analysis, quantification of risk
not captured in VaR and control at the trading desk, division, entity and Company levels.

The Company is committed to continuous review and enhancement of VaR methodologies and assumptions in
order to capture evolving risks associated with changes in market structure and dynamics. As part of regular
process improvements, additional systematic and name-specific risk factors may be added to improve the VaR
mode!’s ability to more accurately estimate risks to specific asset classes or industry sectors.

Since the reported VaR statistics are estimates based on historical data, VaR should not be viewed as predictive
of the Company’s future revenues or financial performance or of its ability to monitor and manage risk. There
can be no assurance that the Company’s actual losses on a particular day will not exceed the VaR amounts
indicated in the following paragraphs or that such losses will not occur more than five times in 100 trading days
for a 95%/one-day VaR. VaR does not predict the magnitude of losses that, should they occur, may be
significantly greater than the VaR amount.

VaR statistics are not readily comparable across firms because of differences in the firms’ portfolios, modelling
assumptions and methodologies. These differences can result in materially different VaR estimates across firms
for similar portfolios. The impact of such differences varies depending on the factor history assumptions, the
frequency with which the factor history is updated and the confidence level. As a result, VaR statistics are more
useful when interpreted as indicators of trends in a firm’s risk profile rather than as an absolute measure of risk
to be compared across firms.

Sensitivity analysis
VaR for the year ended 31 December 2023

The table below presents the Management VaR for the Company’s Trading portfolio on a year-end, annual
average and annual high and low basis for 31 December 2023.

The Credit Portfolio VaR is disclosed as a separate category from the Primary Risk Categories and includes
counterparty CVA and related hedges.

95% VaRk 5%/ one-day VaR
2023
Period
end  Average High Low

USS'000  UISS'000  USS'000  USS'000

Market risk category:
Interest rate and credit spread — — ] .
Commodity price 3 4 20 1
Foreign Exchange e —_ ! —
Less diversification benefit"? ) — N/A  N/A
Primary Risk Categories VaR 2 4 22 1
Credit Portfolio VaR"” 300 270 366 168
Less diversification benefit!'*® (2) (4)  NA  NA
Total Management VaR 300 270 388 169
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' Diversification benefit equals the difference between total Management VaR and the sum of the VaRs for the individual risk

categories. This benefit arises because the simulated one-day losses for each of the primary market risk categories occur on
different days; similar diversification benefits are also taken into account within each category.

N/A - Not Applicable. The minimum and maximum VaR values for the total VaR and each of the component VaRs might have
occurred on different days during the year and therefore the diversification benefit is not an applicable measure.

The Credit Portfolio VaR is disclosed as a separate category [rom the Primary Risk Categories and includes counterparty credit
valuation adjustment and related hedges.

The Company believes that sensitivity analysis is an appropriate representation of the Company’s non-trading
risks. The following sensitivity analysis cover substantially all of the non-trading risks in the Company’s
portfolio with the exception of counterparty credit valuation adjustments covered in the previous section.

fnterest rate risk

The Company’s VaR excludes certain funding liabilities and money market transactions. The application of a
parallel shift in market interest rates of 50 basis points increase or decrease to these positions, would result in
net gain or loss of approximately US$13,000.

Currency risk

The Company has foreign currency exposure arising from its assets and liabilities in currencies other than US
dollars. It actively manages this exposure by hedging with other Morgan Stanley Group undertakings. The
residual currency visk for the Company from this activity is not material.

The analysis below details the foreign currency exposure for the Company, by foreign currency. The analysis
calculates the impact on total comprehensive income of a reasonably possible parallel shift of the foreign
currency in refation to the US dollar, with all other variables held constant. This analysis does not take into
account the effect of the foreign currency hedges held by other members of the Morgan Stanley Group.

2023

Sensitivity to
applicd
percentage
change in
rENEY (4/n
Foreign Pereentage currency (+/)

CUFrency change
exposure applied  Profit or loss
LSS 000 % {185'000
Chinese Yuan (49) 9 4
Japanese Yen 25 14 4
Singapore Doilar {11,897} 1 119
(11,8213 127

The reasonably possible percentage change in the currency rate in relation to US dollars has been calculated
based on the greatest annual percentage change over the 2 year period from | January 2022 to 31 December
2023. Thus, the percentage change applied may not be the same percentage as the actual change in the currency
rate for the year ended 31 December 2023,
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17. TRANSFERS OF FINANCIAL ASSETS, INCLUDING PLEDGES OF COLLATERAL

In the ordinary course of business, the Company enters into various arrangements including selling securities
under agreements to repurchase, purchasing securities under agreements to resell, securities borrowed and
securities loaned to, amongst other things, acquire securities to cover short positions and settle other securities
obligations, to accommodate customers’ needs and to finance the Company’s inventory positions.

Other financial assets transferred that continue to be recognised for accounting purposes include pledges of
securities as collateral for derivative transactions or otherwise, as well as certain sales of securities with related
transactions, such as derivatives, that result in the Company retaining substantially all the risks and rewards of
the financial assets transferred. In addition, it recognises a financial liability in respect of the consideration
received.

18. FINANCIAL ASSETS AND FINANCIAL LIABILITIES SUBJECT TO OFFSETTING

In order to manage credit exposure arising from its business activities, the Company applies various credit risk
management policies and procedures, see note 16 for further details, Primarily in connection with derivative
transactions, the Company enters into master netting arrangements and collateral arrangements with its
counterparties. These agreements provide the Company with the right, in the ordinary course of business and/ or
in the event of a counterparty default (such as bankruptcy or a counterparty’s failure to pay or perform), to net a
counterparty’s rights and obligations under such agreement and, in the event of counterparty default, set off
collateral held by the Company against the net amount owed by the counterparty.

However, in certain circumstances, the Company may not have such an agreement in place; the relevant
insolvency regime (which is based on type of counterparty entity and the jurisdiction of organisation of the
counterparty) may not support the enforceability of the agreement; or the Company may not have sought legal
advice to support the enforceability of the agreement. In cases where the Company has not determined an
agreement to be enforceable, the related amounts are not offset,

The Company’s policy is generally to pay or receive cash collateral. The enforceability of the master netting
agreement is taken into account in the Company’s risk management practices and application of counterparty
credit limits, The Company also monitors the amount of the cash paid or received as collateral as compared to
the fair value position of the related derivatives, and, as necessary, requests additional collateral as provided
under the applicable agreement to ensure such transactions are adequately collateralised, or return of excess
collateral.

In the statement of financial position, financial assets and financial liabilities are offset and presented on a net
basis only where there is a current legally enforceable right to set off the recognised amounts and an intention to
either settle on a net basis or to realise the asset and the liability simultaneously. Due to the absence of such
conditions, financial assets and financial liabilities are presented on a gross basis in the statement of financial
position.

The following table presents information about the offsetting of financial instruments and related collateral
amounts. The table does not include information about financial instruments that are subject only to a collateral
agreement. The effect of master netting arrangements, collateral agreements and other credit enhancements, on
the Company’s exposure to credit risk is disclosed in note 16.
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Amounts not offset!!

Gross Amounts Net Financial  Cash et
amounts  offset amounts  instruments collateral® exposure®
31 December 2023 US$'000 US$'000 US$'000 US$'000 US$'000 USs'000
Assets
Trading financial assets:
Derivatives 1,778,316 — 1,778,316 (1,615,192) (61,160) 101,964
Liabilities
Trading financial liabilities:
Derivatives 1,772,951 — 1,772,951  (1,615,192) (37,713} 120,046

™ Amounts relate to master netting arrangements and collateral arrangements which have been determined by the Company
1o be fegally cnforceable, but do not meet alt criteria required for net presentation within the statement of financial pesition.
) Cash collateral not offset is recognised within Trade and other receivables and Trade and other payables. respectively,

) Intercompany cross-product legally enforceable netting arrangements are in place which would allow lor an additional
LiS§7.109.000 of the total statement of financial position. to be offset in the ordinary course of business and/ or in the event
of default.

19.  ASSETS AND LIABILITIES MEASURED AT FAIR VALUE
a. Financial assets and liabilities recognised at fair value on a recurring basis

The following tables present the carrying value of the Company’s financial assets and financial liabilities
recognised at fair value on a recurring basis, classified according to the fair value hierarchy.

Vaduation
technigques with

Valuation significant
2023 Queted prices in technigues using unobservable
active market  observable inputs inputs
{Level 1) (Level 2) {Level 3) Total
USS'000 USS'000 US$000 USs'000
Trading financial assets;

Derivatives — commodities contracts e 1,778,316 —_ 1,778,316
Secured financing — 761,113 — 761,113
Total financial assets measured at

fair value e 2,539,429 — 2,539,429
Trading financial liabilities:

Derivatives — commodities contracts — 1,772,951 e 1,772,951
Secured borrowings — 761,113 -~ 761,113
Total financial liabilities measured

at fair value —— 2,534,064 f— 2,534,064
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The Company’s valuation approach and fair value hierarchy categorisation for certain significant classes of
financial  instruments recognised at fair value on a recurring  basis is as follows:

Asset and Liability / Valuation Techniques Valuation Hierarchy Classification

Derivatives
OTC Derivative Contracts

*  OTC derivative contracts include forward, swap and option contracts
related to commodity prices.

DPepending on the product and the terms of the transaction, the fair
value of OTC derivative products can be modeled using a series of
techniques, including closed-form analytic formulas, such as the Black-

Level 2 — when valued using
observable inputs, or where
the unobservable input is not

Scholes option-pricing model, simulation models or a combination
thereof. Many pricing models do not entail material subjectivity as the
methodologies employed do not necessitate significant judgement,
since model inputs may be observed from actively quoted markets, as is
the case for generic interest rate swaps, many equity, commodity and
foreign currency option contracts and certain credit default swaps. In
the case of more established derivative products, the pricing models
used by the Company are widely accepted by the financial services
industry.

deented significant.

Level 3 - if an unobservable
input is deemed significant.

*  More complex OTC derivative products are typically less liquid and -
require more judgement in the implementation of the valuation
technique since direct trading activity or quotes are unobservable. This
includes certain types of interest rate derivatives with both volatility
and correlation exposure, commodity derivatives that are either longer-
dated or include exposure to multiple underlyings and credit
derivatives, including credit default swaps on certain mortgage or asset-
back securities, basket CDS. Where these inputs are unobservable,
relationships to observable data points, based on historic and/or implied
observations, may be employed as a technique to estimate the model
input values.

Secured financing and secured borrowing

»  Level 2 — when the valuation
inputs are observable and
supported by market
liquidity.

+  Secured financing and secured borrowings are related 1o outstanding
commodities spot purchases and sales and corresponding forward sale
or purchases undertaken contemporaneously that are accounted for as
financing transactions.

Level 3 — in instances where
the  valuation input s
observable but not supported
by market liquidity or if an
unobservable input is deemed
significant.

b. Transfers between Level 1 and Level 2 of the fair value hierarchy for financial assets and
liabilities recognised at fair value on a recurring basis

There were no transfers between Level 1 and Level 2 of the fair value hierarchy during the current year.
c. Changes in Level 3 financial assets and liabilities recognised at fair value on a recurring basis

There were no transfers between Level 2 and Level 3 of the fair value hierarchy during the year.
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20.  ASSETS AND LIABILITIES NOT MEASURED AT FAIR VALUE

The table below presents the carrying value, fair value and fair value hierarchy category of certain financial
liabilities that are not measured at fair value in the statement of financial position.

Financial assets and financial liabilities not measured at fair value for which the carrying value is considered to
be a reasonable approximation of fair value are excluded from the table below.

31 December 2023 Fair value measurements using:
Valuation
Valuation  techniques with
techniques using significant
Quoted prices in observable unobservable
active market inputs inpufs
Carrying value Fair value (Level §) {Level 2) (Level 3)
LISs'000 LISs'000 LISS'000 US$'000 LISS'000

Debt and other borrowings:
Subordinated debt 200,306 202,752 — 202,752 .

Y The amounts include accrued interest expense on subordinated debt which is included in “Trade and other payables™ in
the statement of financial position.

The fair value of subordinated debt is determined based on current interest rates and credit spreads, with
reference to Morgan Stanley Parent Company, for debt instruments with similar terms of maturity, The fair
value of subordinated debt has been determined based on the assumption that all subordinated debt is held to the
latest repayment date, although the amounts outstanding under the subordinated debt agreement can be

repayable at any time prior to the repayment date, at the Company’s option, with the prior written approval of
the NFA,

21. CAPITAL MANAGEMENT

The Morgan Stanley Group manages its capital on a global basis with consideration for its legal entities. The
capital managed by the Morgan Stanley Group broadly includes ordinary share capital, preference share capital,
subordinated debt and reserves.

The Morgan Stanley Group manages its consolidated capital position based upon, among other things, business
opportunities, risks, capital availability and rates of return together with internal capital policies, regulatory
requirements and rating agency guidelines. In the future, the Morgan Stanley Group may adjust its capital base
in reaction to the changing needs of its businesses.

The Company views capital as an important source of financial strength. It manages and monitors its capital in
line with established policies and procedures and in compliance with regulatory requirements.

The Morgan Stanley Group also aims to adequately capitalise at a legal entity level whilst safeguarding that
entity’s ability to continue as a going concern and ensuring that it meets all regulatory capital requirements, so
that it can continue to provide returns for the Morgan Stanley Group.

In erder to maintain or adjust the capital structure as described above, the Company may adjust the amount of
dividends paid, return capital to shareholders, issue new shares, issue or repay subordinated debt or sell assets to
reduce debt.
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The Company is regulated by the CFTC and is subject to minimum capital requirements. The Company’s capital
is monitored on an ongoing basis to ensure compliance with these requirements, Refer to note 26 for details of
the regulatory requirements that the Company is subject to.

The Company manages the following items as capital:

2023

Uss'000

Share capital 763,634
Retained earnings 100,429
Subordinated debt 200,000

1,064,063
22,  EMPLOYEE COMPENSATION PLANS

Morgan Stanley maintains various equity-settled share-based and cash-based deferred compensation plans for
the benefit of employees. Awards under these plans are generally granted in January following the performance
year.

Equity-settled share-based compensation plans

Morgan Stanley has granted RSU awards pursuant to several equity-based compensation plans. The plans
provide for the deferral of a portion of certain current and former employees’ incentive compensation, with
awards made in the form of restricted common stock. Awards under these plans are generally subject to vesting
over time, generally six months to seven years, and are generally contingent upon continued employment and
subject to restrictions on sale, transfer or assignment until conversion to common stock, All, or a portion of, an
award may be forfeited if employment is terminated before the end of the relevant vesting period or cancelled
after the vesting period in certain situations. Recipients of equity-based awards may have voting rights, at
Morgan Stanley’s discretion, and generally receive dividend equivalents if the awards vest, unless this is
prohibited by regulation.

The Company has entered into a chargeback agreement with Morgan Stanley under which it is committed to pay
to Morgan Stanley the grant date fair value of awards granted as well as subsequent movements in their fair
value.

The related liability due to Morgan Stanley at the end of the year, reported within ‘Trade and other payables’ in
the statement of financial position, is US$2,569,000. US$1,696,000 is expected to be settled wholly within one
year and US$1,366,000 thereafter.

Deferred cash-based compensation plans

Morgan Stanley has granted deferred cash-based compensation awards to certain employees which defer a
portion of the employees’ discretionary compensation, The plans generally provide a return based upon the
performance of various referenced investments. Awards under these plans are generally subject to a sole vesting
condition of service over time, which normally ranges from one to three years from the grant date. All or a
portion of an award may be forfeited if employment is terminated before the end of the relevant vesting period
or cancelled after the vesting period in certain situations. The awards are settled in cash at the end of the relevant
vesting period.

The liability to employees at the end of the year, reported within ‘Trade and other payables’ in the statement of
financial position, is USS$nil is expected to be settled wholly within one year.
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23. POST EMPLOYMENT BENEFITS

Defined contribution plans

The employees of the Company are either members of a state-managed retirement benefit plan, the Central
Provident Fund, operated by the Government of Singapore or members of the Morgan Stanley Asia Limited
Retirement Plan (*Plan’). The Company is required to contribute a specified percentage of payroll costs to the
retirement benefit scheme to fund the benefits. The only obligation of the Company with respect to the
retirement plan is to make the specified contributions.

The defined contribution expense of US$144,000 was accrued at 31 December 2023,

24,  RELATED PARTY DISCLOSURES

Parent and subsidiary relationships

Parent and ultimate controlling entity

The Company’s immediate parent undertaking is MSSH, incorporated in the Republic of Singapore.

The ultimate parent undertaking and controlling entity and the largest group of which the Company is a member
and for which group financial statements are prepared is Morgan Stanley. Morgan Stanley has its registered
office ¢/o The Corporation Trust Company, the Corporation Trust Center, 1209 Orange Street, Wilmington, DE,
19801, United States of America and is incorporated in the state of Delaware, the United States of America.

Transactions with related parties

The Morgan Stanley Group conducts business for clients globally through a combination of both finctional and
legal entity organisational structures. Accordingly, the Company is closely integrated with the operations of the
Morgan Stanley Group and enfers into transactions with other Morgan Stanley Group undertakings on an arm’s
length basis for the purposes of utilising financing, trading and risk management, and infrastructure services.
The nature of these relationships along with information about the transactions and outstanding balances is
given below. Settlement of the outstanding balances will be made in cash.

Funding

The Company receives funding from and provides funding to other Morgan Stanley Group undertakings in the
following forms:

+ General funding

General funding is undated, unsecured, floating rate lending, other than certain funding which is dated on a
rolling 395 day term. Funding may be received or provided for specific transaction related funding
requirements, or for general operational purposes. The interest rates are established by the Morgan Stanley
Group Treasury function for all entities within the Morgan Stanley Group and approximate the market rate of
interest that the Morgan Stanley Group incurs in funding its business.

Details of the cutstanding balances on these funding arrangements during the year are shown in the table below:

Rolling 395 day term
LISS'000
Amounts due from other Morgan Stanley Group undertakings 1,100,096
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The Company has made provision of US$64.000 for impairment relating to ECL on the above outstanding
balances from related parties.

Subordinated debs

On 19 December 2023, the Company received US$100,000.000 subordinated debt from its direct parent MSSH.
Details of the terms of the subordinated debt, including the contractual maturity and the interest rates are
provided in Note 9. The interest rates are established by the Morgan Stanley Group Treasury function based on
available market information at the time the loan is provided. Interest of US$3$306,000 is outstanding as at
31 December 2023,

Non-funding balances

The Company enters into humerous intercompany non-funding transactions with other Morgan Stanley group
undertakings arising from intra-group policies which ensure revenues and related costs are matched,
infrastructure services and fees and commissions. Non-funding balances are undated, unsecured and non-interest
bearing. Amounts arising from these transactions outstanding at the reporting date are as follows:

2023

LISS'000

Amounts due from other Morgan Stanley Groop undertakings 5
Amounts due to other Morgan Stanley Group undertakings 4,799

Trading and risk management

The Company enters into purchases and sales of securities and derivative transactions with other Morgan
Stanley Group undertakings to manage the market risks associated with its trading position. The total amounts
receivable and payable on transactions not yet seitled and the fair value of such derivatives contracts outstanding
at the year-end were as follows:

20623
U88'060
Amounts due from other Morgan Stanley Group undertakings on unsettled securities and
derivatives transactions 929,924
Amounts due from other Morgan Stanley Group undertakings on secured financing
transactions 560,528
1,496,452
Amounts due to other Morgan Staniey Group undertakings on unsettled securities and
derivatives transactions 869,988
Amounts due to other Morgan Stanley Group undertakings on secured borrowing
transactions 194,585

1,064,573

As at 31 December 2023, the Company has received collateral of US$35,743,000 from other Morgan Stanley
Group undertakings to mitigate credit risk on exposures arising under the derivatives contracts between the
Company and other Morgan Stanley Group undertakings.
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In addition, the management and execution of business strategies on a global basis results in many Morgan
Stanley transactions impacting a number of Morgan Stanley Group undertakings. The Morgan Stanley Group
operates a number of intra-group policies to ensure that, where possible, revenues and related costs are matched.
The Company applies global transfer pricing policies among affiliates. These policies are consistent with 2017
OECD Transfer Pricing Guidelines for Multinational Enterprises and Tax Administrations.

Other related party transactions

During the year, the Company has completed the transfer of the Property, plant and equipment, comprising the
Office lease and the non-technology fixed assets including assets supporting office facilities, as well as the
novation of related service contracts, to MSMS Sg. The cash consideration is the carrying value of the
transferred asset or liability and the amount has been fully settled. Please refer to notes 1, 7 and 10 for more
details.

During the year, the Company paid dividends to its immediate parent undertaking of US$200,000,000 details of
which are disclosed in note 14.

25. EVENTS AFTER THE REPORTING DATE

On 21 February 2024, the Company received written confirmation from the clients on the termination of the
commitment letter signed as disclosed in note |1 and the Company has no further commitments as of this date,

26. REGULATORY REQUIREMENT

The Dodd-Frank Act requires the registration of “swap dealers” and “major swap participants™ with the CFTC
(collectively, “Swaps Entities™). The Company is a registered swap dealer and, accordingly, is subject to the
minimum capital requirements of the CFTC pursuant to 17 Code of Federal Regulations (*CFR™) § 23.101.

Under these rules, the Company is required to maintain minimum capital of:

(A) $20 million of common equity tier | ("CET1") capital, as defined under the Bank Holding Company
(“BHC"} regulations in 12 CFR 217.20, as if the swap dealer itself were a BHC subject to 12 CFR part 217,

(B) An aggregate of CET1 capital, additional tier 1 capital, and tier 2 capital, all as defined under the BHC
regulations in 12 CFR § 217.20, equal to or greater than §.0% of the swap dealer's BHC equivalent risk-
weighted assets; provided, however, that the swap dealer must maintain a minimum of CET1 capital equal to
6.5% of its BHC equivalent risk-weighted assets; provided further, that any capital that is subordinated debt
under 12 CFR § 217.20 and that is included in the swap dealer's capital for purposes of this paragraph
{a)(1)(1)(B) must qualify as subordinated debt under 17 CFR § 240.18a-1d; and

{C) An aggregate of CET1 capital, additional tier | capital, and tier 2 capital, all as defined under the BHC
regulations in 12 CFR § 217.20, equal to or greater than 8.0% of the amount of uncleared swap margin, as that
term is defined in 17 CFR § 23.100; and

{3) The amount of capital required by a registered futures association of which the swap dealer is a member.

At 31 December 2023, the Company’s CET! Capital Ratio was 47.7% and Total Capital Ratio was 58.8%,
which were greater than the minimum capital requirements of 6.5% and 8.0% respectively, based on BHC
equivalent risk-weighted assets. The Company’s risk-weighted requirements were also greater than its uncleared
swap margin requirements. The Company is compliant with the calculation of the applicable regulatory capital
requirement under 17 CFR § 23.101 and no additional capital was required by the NFA.
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