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The Current Cycle in Perspective



 

This commercial real estate cycle was driven by credit, not over-supply


 

CRE appreciated 60% from 2004 to 2008 on easy, cheap credit, fueling a surge in transactions


 

Values now stand at 2004 levels again, but all too often with 2007 debt burdens

50

75

100

125

150

175

200

1990

1991

1992

1993

1994

1995

1996

1997

1998

1999

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

In
di

ce
s 

N
or

m
al

iz
ed

 to
 D

ec
 2

00
0

MIT Transaction-Based Index

Case-Shiller Housing Index

The housing cycle 
peaked a year before 
commercial property, 
but the preliminary 
troughs have nearly 
coincided – down 34% 
for housing, and down 
~40% for commercial  

Property values doubled…



M O R G A N  S T A N L E Y  R E S E A R C H

December 3, 2009

REIT Strategy

3Paul Morgan, (415) 576-2627, Paul.B.Morgan@morganstanley.com

Fundamentals Did Not Support 2006-07 Pricing



 

The spread between transaction yields (cap rates) for CRE and the 10yr Treasury rate dipped to +100bps


 

The long-run average spread is +200bps, but the recent correction nearly doubled that figure
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Cap Rates fell to 
within 100bps of 
Treasury yields in 
2006-07, but 
have now 
widened above 
the historical 
average
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Bull Case = V-Shaped Value Recovery
Spread compression more than offsets the 
impact of higher yields, spurring a sharp 
price reversal (+17% through 2011).  Cash 
flows resume growth in 2011.

Base Forecast = Stabilization
Values stabilize, with CRE cap rates at 
around 7.5%, modestly below current 
levels. Higher yields and lower cash flows 
neutralize the impact of tighter credit 
spreads.  Cash flow declines in 2010–11 
reflect a sustainable but modest recovery.  

Bear Case = Another Year of Declines
Disappointing growth keeps credit spreads 
high, while faster cash flow declines 
amplify the impact on asset values.  
Values recover in 2011, but still end 
another 10% below current levels. 

Key Drivers:
The trajectory of rates & credit spreads
The pace of distressed transactions
Timing of the employment recovery

The Outlook for Commercial Property Values

Source: MIT, Morgan Stanley Research.
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We Expect Values to Stabilize in 2010, Continuing a Recent Trend
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The Transactions Party & Debt Hangover

Source:  Real Capital Analytics
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

 

Investors responded to low credit spreads by aggressively flipping properties, just as in housing


 

Over $1 trillion of acquisitions were completed near the top of the cycle in ’05-’07, many now underwater


 

Leading acquirers were private equity funds, with public REITs being much more conservative

Commercial Property Acquisitions by Type of Buyer

$1 Trillion of deal activity in ’05-’07
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How Deep is the Leverage Hole With Values Off 40%?
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Commercial Real Estate Debt Maturity Schedule ($Bn)

Current CRE debt outstanding is $3 trillion, with scheduled maturities >$300B/yr through 2012
Problem #1: Bank construction loans



 

Shorter duration means valuations underwritten at inflated 2006-08 prices, leaving no equity


 

Lease-up is vulnerable to cash flow shortfalls, making extensions more problematic
Problem #2: Pro forma CMBS mortgages



 

At the peak, securitized mortgage underwriting was based on frothy cash flow projections


 

The recession meant that growth was rarely achieved, leaving interest coverage shortfalls
To achieve historical debt/GDP ratio, ~$365B of debt would have to be shed by 2014 (~ $70B per year)
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“Amend and Extend” Is a Rational Strategy

Source:  Real Capital Analytics and MIT (Geltner).



 

The leverage hole hasn’t translated to an avalanche of distressed sales/liquidations


 

Pricing on distressed properties has declined >20% more than on “healthy” deals


 

Peak to trough declines of 56% for distressed deals explains the logic of avoiding liquidation at all costs


 

Regulators are encouraging bank and CMBS extensions/modifications, disappointing vulture investors

Asset pricing based on 
transactions by non- 
distressed sellers is down 
33% from peak, versus a 
56% decline for distressed 
sellers or assets
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Bright Spots for the Recovery I – Debt Markets Have Thawed Considerably



 

Spring has come early for commercial real estate debt, as the thaw is underway
– CMBS spreads on legacy loans are down 400bps from peak (albeit still high vs. 2008)
– CDS spreads for REIT unsecured debt are at pre-Lehman levels, with the market wide-open
– Terms for bank lines of credit to REITs have eased considerably
– Large mortgages are again available (>$200M) in the past 90 days, and LTVs are rising
– New CMBS offerings are possible, without TALF, and potentially via conduit deals in 2010
– Spreads on new CMBS have been well inside of legacy deals, due to better underwriting



 

Credit market healing helped property values to stabilize in 2H09 – we expect more of the same in 2010

REIT CDS Spreads (bps)

TALF Announcement

Lehman Bankruptcy
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Bright Spots for the Recovery II – The CMBS Market Is A Longer Term Issue



 

Many of the most aggressive large loans were securitized into CMBS pools, but the most problematic 
were 7-10 year deals at the market peak in 2006-07, which mature after 2012



 

While ~$700B in CMBS loans have negative equity, by our estimates, special servicers believe time is 
on their side, particularly for positive cash flow loans



 

Close to $300B of loans have negative cash flow (DSCR<1.0x), clearly a bigger problem, but 
modifications are increasingly common, as servicers have incentives to restructure

0

100

200

300

400

500

600

700

800

900

20% 40% 60% 80% 100% 120% 140% 160%
0

100

200

300

400

500

600

700

800

0.5x 1.0x 1.5x 2.0x 2.5x 3.0x 3.5x 4.0x

CMBS Loans Outstanding by Current LTV ($ bil)                           CMBS Loans Outstanding by Current DSCR ($ bil)

Source: Trepp and Morgan Stanley.



M O R G A N  S T A N L E Y  R E S E A R C H

December 3, 2009

REIT Strategy

10Paul Morgan, (415) 576-2627, Paul.B.Morgan@morganstanley.com

Bright Spots for the Recovery III – The Supply Side Stayed in Balance



 

Despite obvious demand-side challenges 
poised by The Great Recession, the 
supply side of the equation is very benign



 

In the lead-up to the RTC liquidation era, 
supply growth had exceed demand for 
years, weakening fundamentals even 
before the 1990-91 recession



 

Commercial real estate supply grew 8% in 
the 3 years prior to the 1990 recession, 
but only 4% in the lead-up to the current 
recession



 

While demand has been more severely 
impaired, the supply picture should lead to 
a sharper 2011-12 recovery once the 
demand recovery reduces high market 
vacancy rates
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Cumulative supply growth 
exceeded demand (net 

absorption), weakening real 
estate fundamentals years 

before the '90-'91 recession

Demand exceeded cumulative 
supply growth until late-2008. 

Cumulative supply growth is well 
below the '90'-'91 recession, 

providing a partial cushion in this 
downturn 
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Views on the REIT Sector – Upside Remains

Base Case – Acquisitions programs take shape, 
fundamentals approach a trough, and cap rates stabilize 
(RMZ target: 640  13% total return from today’s levels)

Bull Case – Spreads contract as credit heals sharply, 
economy recovers at pace (RMZ target: 750  32% total 
return)

Bear Case – Modest economic double-dip; credit spreads 
and cap rates rise (RMZ target: 450  -18% return)

Bear to Bull Drivers – Momentum Favors Bulls

Source: Morgan Stanley Research
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A Buyers Dozen for REIT Investors
Company Ticker Property Subsector
AvalonBay Comm. AVB Multifamily
EastGroup Props EGP Industrial
Equity One EQY Shopping Centers
Essex Property ESS Multifamily
Federal Realty FRT Shopping Centers
Health Care REIT HCN Healthcare
HCP HCP Healthcare
Highwoods HIW Office
Home Properties HME Multifamily
Kilroy Realty KRC Office
Mack Cali Realty CLI Office
Mid-America Apt. MAA Multifamily
Source:  Morgan Stanley Research
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Operating Fundamentals – Scenarios for Major REIT Subsectors 

Source: PPR, Company Filings, Morgan Stanley Research
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

 

Apartments – Well-positioned for a strong recovery, with Echo Boomers fueling a rebound in demand 
and short lease-terms accelerating the revenue impact. 2010 REIT guidance set the bar at an achievable 
height, if job growth resumes by mid-2010.  Favorites: ESS, MAA.



 

Retail – Retailers can afford to pursue a flight to quality, given high market vacancy rates.  Quality 
regional malls and in-fill strip centers are resilient, but we expect a subdued recovery, with limited upside 
to market rents.  Favorites: EQY, FRT.



 

Commercial – Lease-terms will translate into a slow recovery, as in-place rents roll down to market.  
Acquisitions could materialize as a positive catalyst.  Favorite: KRC.
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Conclusion – Signs of Life Have Emerged



 

Commercial property values are stabilizing, thanks to a rapidly recovering credit market



 

Financing is increasingly available, but more selective



 

The tentative reemergence of the CMBS market is an important positive development



 

Public REITs are well-positioned to acquire assets because of access to public debt & equity markets



 

Construction loans and pro forma CMBS loans will be at the forefront of distress in 2010



 

Over-leveraged assets will largely remain so, as lenders amend & extend



 

The transaction market is still sluggish due to ongoing workouts, but should accelerate through 2010 as 
investors become more confident in the cyclical bottom



 

Supply is a bright spot, but won’t be appreciated until 2011



 

Retail remain overbuilt, but top properties benefit from a flight to quality



 

Apartments are positioned for a strong recovery, as job growth resumes & Echo Boomers start to rent



 

Hotels may suffer a head fake, as occupancy remains too low to generate rate growth
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Properties, Inc., Hospitality Properties Trust, Host Hotels & Resorts, Inc., Inland Real Estate Corporation, Kilroy Realty Corp., Kimco Realty Corporation, Kite Realty Group Trust, LaSalle 
Hotel Properties, Liberty Property Trust, LTC Properties, Inc., Macerich Company, Mack-Cali Realty, Maguire Properties, Inc., Medical Properties Trust, Inc., Mid-America Apartment 
Communities, Inc., Mission West Properties, Inc., National Retail Properties, Inc., Nationwide Health Properties, Inc., Omega Healthcare Investors, Inc., Parkway Properties Inc, 
Pennsylvania REIT, Post Properties, Inc., ProLogis, PS Business Parks Inc., Public Storage, Ramco-Gershenson Properties Trust, Realty Income Corporation, Regency Centers 
Corporation, Saul Centers, Inc., Senior Housing Properties Trust, Simon Property Group, Inc., SL Green Realty Corporation, Sovran Self Storage, Inc., Strategic Hotels & Resorts, Inc., 
Sun Communities Inc, Sunstone Hotel Investors, Inc., Tanger Factory Outlet Centers Inc., Taubman Centers, Inc., U-Store-It Trust, UDR, Inc., Ventas Incorporated, Vornado Realty Trust, 
Washington REIT, Weingarten Realty Investors.

The equity research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various factors, including 
quality of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment banking revenues.

The fixed income research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various factors, 
including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or revenues), client feedback and 
competitive factors. Fixed Income Research analysts' or strategists' compensation is not linked to investment banking or capital markets transactions performed by Morgan Stanley or the 
profitability or revenues of particular trading desks.

Morgan Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making, providing liquidity and specialized 
trading, risk arbitrage and other proprietary trading, fund management, commercial banking, extension of credit, investment services and investment banking. Morgan Stanley sells to and 
buys from customers the securities/instruments of companies covered in Morgan Stanley Research on a principal basis. Morgan Stanley may have a position in the debt of the Company 
or instruments discussed in this report.

Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.

STOCK RATINGS
Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below). Morgan Stanley does not assign ratings of 
Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold and sell.  Investors should carefully read the definitions 
of all ratings used in Morgan Stanley Research. In addition, since Morgan Stanley Research contains more complete information concerning the analyst's views, investors should carefully 
read Morgan Stanley Research, in its entirety, and not infer the contents from the rating alone.  In any case, ratings (or research) should not be used or relied upon as investment advice.  
An investor's decision to buy or sell a stock should depend on individual circumstances (such as the investor's existing holdings) and other considerations.
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Global Stock Ratings Distribution
(as of November 30, 2009)

For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongside our ratings of Overweight, Equal- 
weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not 
the equivalent of buy, hold, and sell but represent recommended relative weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most 
positive stock rating, with a buy recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.

Disclosure Section (cont.)

Coverage Universe Investment Banking Clients (IBC)

Stock Rating Category Count
% of               
Total Count

% of               
Total IBC

% of 
Rating               

Category

Overweight/Buy 915 38% 284 41% 31%

Equal-weight/Hold 1077 45% 312 45% 29%

Not-Rated/Hold 25 1% 2 0% 8%

Underweight/Sell 384 16% 89 13% 23%

Total 2,401 687

Data include common stock and ADRs currently assigned ratings. An investor's decision to buy or sell a stock should depend on individual circumstances (such as the investor's existing 
holdings) and other considerations. Investment Banking Clients are companies from whom Morgan Stanley or an affiliate received investment banking compensation in the last 12 months.

Analyst Stock Ratings
Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the 
next 12-18 months.

Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, 
over the next 12-18 months.

Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the analyst's industry (or industry team's) 
coverage universe, on a risk-adjusted basis, over the next 12-18 months.

Underweight (U). The stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the 
next 12-18 months.

Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.
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Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the relevant broad market benchmark, as 
indicated below.

In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant broad market benchmark, as indicated 
below.

Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant broad market benchmark, as indicated 
below.

Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; Europe - MSCI Europe; Japan - TOPIX; 
Asia - relevant MSCI country index.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers
Citi Investment Research & Analysis (CIRA) research reports may be available about the companies or topics that are the subject of Morgan Stanley Research.  Ask your Financial Advisor or use Research Center to 
view any available CIRA research reports in addition to Morgan Stanley research reports.

Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Barney LLC, Morgan Stanley and Citigroup Global Markets Inc. or 
any of their affiliates, are available on the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures.

For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and https://www.citigroupgeo.com/geopublic/Disclosures/index_a.html.

Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC.  This review and approval is conducted by the same person who reviews the Equity Research 
report on behalf of Morgan Stanley.  This could create a conflict of interest.

Other Important Disclosures
Morgan Stanley produces an equity research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to the recommendations or views expressed in research on the 
same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. For all research available on a particular stock, please contact your sales representative or go to Client 
Link at www.morganstanley.com.

For a discussion, if applicable, of the valuation methods and the risks related to any price targets, please refer to the latest relevant published research on these stocks.

Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the individual financial circumstances and objectives of persons who 
receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors to seek the advice of a financial adviser. The appropriateness of a 
particular investment or strategy will depend on an investor's individual circumstances and objectives. The securities, instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all 
investors, and certain investors may not be eligible to purchase or participate in some or all of them.

Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy.  The "Important US Regulatory Disclosures 
on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or more of a class of common equity securities of the companies.  For all other companies 
mentioned in Morgan Stanley Research, Morgan Stanley may have an investment of less than 1% in securities/instruments or derivatives of securities/instruments of companies and may trade them in ways different 
from those discussed in Morgan Stanley Research. Employees of Morgan Stanley not involved in the preparation of Morgan Stanley Research may have investments in securities/instruments or derivatives of 
securities/instruments of companies mentioned and may trade them in ways different from those discussed in Morgan Stanley Research. Derivatives may be issued by Morgan Stanley or associated persons.

With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to use reliable, comprehensive information, but we make no 
representation that it is accurate or complete.  We have no obligation to tell you when opinions or information in Morgan Stanley Research change apart from when we intend to discontinue equity research coverage 
of a subject company. Facts and views presented in Morgan Stanley Research have not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business areas, including 
investment banking personnel.

Morgan Stanley Research personnel conduct site visits from time to time but are prohibited from accepting payment or reimbursement by the company of travel expenses for such visits.
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To our readers in Taiwan:  Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL"). Such information is for your reference only.  Information on any 
securities/instruments issued by a company owned by the government of or incorporated in the PRC and listed in on the Stock Exchange of Hong Kong ("SEHK"), namely the H-shares, including the component 
company stocks of the Stock Exchange of Hong Kong ("SEHK")'s Hang Seng China Enterprise Index; or any securities/instruments issued by a company that is 30% or more directly- or indirectly-owned by the 
government of or a company incorporated in the PRC and traded on an exchange in Hong Kong or Macau, namely SEHK's Red Chip shares, including the component company of the SEHK's China-affiliated Corp 
Index is distributed only to Taiwan Securities Investment Trust Enterprises ("SITE"). The reader should independently evaluate the investment risks and is solely responsible for their investment decisions. Morgan 
Stanley Research may not be distributed to the public media or quoted or used by the public media without the express written consent of Morgan Stanley.  Information on securities/instruments that do not trade in 
Taiwan is for informational purposes only and is not to be construed as a recommendation or a solicitation to trade in such securities/instruments. MSTL may not execute transactions for clients in these 
securities/instruments.

To our readers in Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley Asia Limited as part of its regulated activities in Hong Kong. If you have any queries 
concerning Morgan Stanley Research, please contact our Hong Kong sales representatives.

Morgan Stanley Research is disseminated in Japan by Morgan Stanley Japan Securities Co., Ltd.; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents); in Singapore by 
Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number 200008434H), regulated by the Monetary Authority of 
Singapore, which accepts responsibility for its contents; in Australia to "wholesale clients" within the meaning of the Australian Corporations Act by Morgan Stanley Australia Limited A.B.N. 67 003 734 576, holder of 
Australian financial services license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale clients" and "retail clients" within the meaning of the Australian Corporations Act by Morgan 
Stanley Smith Barney Australia Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial services license No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International 
plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited; in Canada by Morgan Stanley Canada Limited, which has approved of, and has agreed to take responsibility for, the contents of Morgan 
Stanley Research in Canada; in Germany by Morgan Stanley Bank AG, Frankfurt am Main and Morgan Stanley Private Wealth Management Limited, Niederlassung Deutschland, regulated by Bundesanstalt fuer 
Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A., a Morgan Stanley group company, which is supervised by the Spanish Securities Markets Commission (CNMV) and states that Morgan 
Stanley Research has been written and distributed in accordance with the rules of conduct applicable to financial research as established under Spanish regulations; in the United States by Morgan Stanley & Co. 
Incorporated, which accepts responsibility for its contents.  Morgan Stanley & Co. International plc, authorized and regulated by the Financial Services Authority, disseminates in the UK research that it has prepared, 
and approves solely for the purposes of section 21 of the Financial Services and Markets Act 2000, research which has been prepared by any of its affiliates.  Morgan Stanley Private Wealth Management Limited, 
authorized and regulated by the Financial Services Authority, also disseminates Morgan Stanley Research in the UK.  Private U.K. investors should obtain the advice of their Morgan Stanley & Co. International plc or 
Morgan Stanley Private Wealth Management representative about the investments concerned.  RMB Morgan Stanley (Proprietary) Limited is a member of the JSE Limited and regulated by the Financial Services 
Board in South Africa.   RMB Morgan Stanley (Proprietary) Limited is a joint venture owned equally by Morgan Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly 
owned by FirstRand Limited.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services Authority (the DFSA), and is directed at 
wholesale customers only, as defined by the DFSA. This research will only be made available to a wholesale customer who we are satisfied meets the regulatory criteria to be a client.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial Centre Regulatory Authority (the QFCRA), and is 
directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the QFCRA.

As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory activity. Investment advisory service is 
provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfolio management companies, non-deposit banks and clients. Comments and 
recommendations stated here rely on the individual opinions of the ones providing these comments and recommendations. These opinions may not fit to your financial status, risk and return preferences. For this 
reason, to make an investment decision by relying solely to this information stated here may not bring about outcomes that fit your expectations.

The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or representations of any kind relating to the 
accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages of any kind relating to such data.  The Global Industry Classification Standard ("GICS") was developed by 
and is the exclusive property of MSCI and S&P.

Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.

Morgan Stanley Research is disseminated and available primarily electronically, and, in some cases, in printed form.

Additional information on recommended securities/instruments is available on request.
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