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I, JASON C. DAVIS, an attorney admitted to practice before the courts of the State of New 

York, affirm the following to be true under penalty or perjury, pursuant to Rule 2106 of the New 

York Civil Practice Law and Rules: 

1. I am a member of the law firm Robbins Geller Rudman & Dowd LLP, attorneys for 

plaintiff China Development Industrial Bank (“CDIB”). 

2. I submit this Affirmation in support of CDIB’s Motion to Compel Production of 

Documents from Morgan Stanley. 

3. CDIB has met and conferred in good faith with counsel for Morgan Stanley & Co. 

Incorporated and Morgan Stanley & Co. International plc (collectively, “Morgan Stanley”) in an 

effort to resolve the issues that are the subject of this motion.  See Dkt. No. 151.  CDIB’s good-faith 

efforts included telephonic meet-and-confer discussions, written correspondence and, on July 31, 

2012, an in-person disclosure conference with counsel for Morgan Stanley, and the Court’s law 

clerk, Mr. Jay Wilker.  The in-person disclosure conference occurred with the benefit of letter 

briefing in advance of the conference.  Id.  

4. On July 31, 2012 at the Court-ordered disclosure conference, counsel for Morgan 

Stanley, James P. Rouhandeh, stated that the reason why he did not produce the Morgan Stanley 

document attached to the Froeba Report as Exhibit B was because it was “totally irrelevant.” 

5. On July 27, 2012, CDIB’s investigator had a telephone conversation with Mr. Eric 

Kaplan, who used to work at Morgan Stanley and whose name appears on Exhibit B to the Froeba 

Report.  That exhibit is an e-mail that United States District Court Judge Scheindlin ordered to be 

filed publicly in a different case.  Mr. Kaplan told CDIB’s investigator that Morgan Stanley 

employee Howard Hubler was the head of the group in which Morgan Stanley employees Steven 

Shapiro and Frank Telesca worked, and that Hubler was their ultimate boss, though there may have 

been other managers between Hubler and Shapiro and Telesca.  On July 31, 2012 at the Court-
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ordered disclosure conference, counsel for Morgan Stanley confirmed that Shapiro and Telesca did 

work in Hubler’s group.  See Exhibit 33 hereto.  All of this information is consistent with other facts 

summarized in CDIB’s motion to compel, filed herewith. 

6. Except as excerpted or highlighted, attached are true and correct copies of the 

following documents: 

Exhibit 1: FILED UNDER SEAL.  Morgan Stanley Securitized Products Group 
Organizational Chart. 

Exhibit 2: FILED UNDER SEAL.  E-mail thread including Morgan Stanley executives 
Geoffrey Kott, Jonathan Horowitz, Graham Jones, Angela Liu and Philip 
Blumberg re: STACK – CCB, dated March 16, 2007. 

Exhibit 3: FILED UNDER SEAL.  Morgan Stanley STACK 2006-1 CDO Trading 
Committee Presentation, dated February 16, 2006. 

Exhibit 4: Plaintiff’s Second Request for Production of Documents to Morgan Stanley 
& Co. Incorporated and Morgan Stanley & Co. International plc, dated 
July 18, 2012. 

Exhibit 5: FILED UNDER SEAL.  Letter from Jason C. Davis to James P. Rouhandeh, 
dated June 8, 2012. 

Exhibit 6: Renee Schultes and Jonathan Sibun, Morgan Stanley creates new trading 
group, Financial News, April 17, 2006. 

Exhibit 7: Excerpts from Michael Lewis, The Big Short: Inside the Doomsday Machine 
(2010). 

Exhibit 8: FILED UNDER SEAL.  E-mail or electronic meeting note to Morgan 
Stanley executives Howard Hubler, John Pearce, Jonathan Horowitz, Joseph 
Naggar, Philip Blumberg, Graham Jones and others from Lucy Chang, dated 
February 15, 2006. 

Exhibit 9: Trader Axed, Others Next at Morgan Stanley, Asset Backed Alert, Harrison 
Scott Publications Inc., November 9, 2007. 

Exhibit 10: FILED UNDER SEAL.  SPG CDO Warehouse Committee Minutes, dated 
February 17, 2006. 

Exhibit 11: FILED UNDER SEAL.  Excerpts from Preference Share Purchase 
Agreement between STACK 2006-1 LTD and Morgan Stanley Asset 
Funding Inc. 
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Exhibit 12: Michael Corkery, Morgan Stanley, Not Goldman, Was the Real CDO Hitter, 
The Wall Street Journal, May 13, 2010. 

Exhibit 13: People Briefs; Former Morgan Exec Joins Highland, HedgeWorld.com, 
April 3, 2008. 

Exhibit 14: FILED UNDER SEAL. E-mail from Erik Siegel to Jonathan Horowitz re: 
Three Items, dated August 8, 2006. 

Exhibit 15: FILED UNDER SEAL. Originator Distribution – STACK MS Counterparty 
Chart. 

Exhibit 16: FILED UNDER SEAL.  E-mail from Jonathon Horowitz to Howard Hubler, 
Joseph Naggar, John Pearce, Benjamin Friedland, Graham Jones, Elena 
Miteva and others re: TCW Closing Event, dated February 27, 2006. 

Exhibit 17: FILED UNDER SEAL.  E-mail from Jonathan Horowitz to Angela Liu and 
Erik Siegel re: Stack 06-1, dated March 22, 2007. 

Exhibit 18: FILED UNDER SEAL.  E-mail thread from Judy Lim to Lydia Lu, dated 
March 22, 2007. 

Exhibit 19: Greg Smith, Why I Am Leaving Goldman Sachs, The New York Times, 
March 14, 2012. 

Exhibit 20: Excerpts from Registration Statements on Form S-3 Under the Securities Act 
of 1933, signed March 25, 2003, March 10, 2004, January 5, 2005, 
December 23, 2005, February 15, 2006, March 9, 2006 and March 10, 2006.

Exhibit 21: FILED UNDER SEAL. Originator Distribution – STACK 2006-1 Chart. 

Exhibit 22: Letter from Jason C. Davis to Daniel Schwartz, dated March 19, 2012. 

Exhibit 23: Letter from Stephen D’Antonio, Managing Director of Morgan Stanley, to 
the U.S. Securities and Exchange Commission re: General Comments on 
ABS-Related Provisions of the Dodd-Frank Wall Street Reform and 
Consumer Protection Act of 2010, dated November 18, 2010. 

Exhibit 24: Excerpts from the Deposition of Morgan Stanley executive Anton Peterson, 
taken November 22, 2011, ordered to be filed publicly in Abu Dhabi 
Commercial Bank v. Morgan Stanley & Co. Inc., No. 1:08-cv-07508-SAS-
DCF (S.D.N.Y.). 

Exhibit 25: Excerpts from Official Transcript, Interview of Tony Peterson by the United 
States of America Financial Crisis Inquiry Commission, dated October 14, 
2010. 
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Exhibit 26: Excerpts from Official Transcript, “The Financial Crisis at the Community 
Level – Sacramento, Ca” Hearing by the United States of America Financial 
Crisis Inquiry Commission, dated September 23, 2010; Excerpts from 
Official Transcript, Interview of D. Keith Johnson by the United States of 
America Financial Crisis Inquiry Commission, dated September 2, 2010; All 
Clayton Trending Reports, 1st Quarter 2006 – 2nd Quarter 2007. 

Exhibit 27: Letter from Paul T. Bossidy, Clayton Holdings CEO, to the Honorable Phil 
Angelides, Financial Crisis Inquiry Commission, dated September 30, 2010.

Exhibit 28: Excerpts from Morgan Stanley 4th Quarter Earnings Conference Call, dated 
December 19, 2007. 

Exhibit 29: FILED UNDER SEAL.  Stack CDO Collateral Chart. 

Exhibit 30: Letter from Jason C. Davis to James P. Rouhandeh, dated August 2, 2011. 

Exhibit 31: Abu Dhabi Commercial Bank v. Morgan Stanley & Co. Inc., No. 1:08-cv-
07508-SAS-DCF (S.D.N.Y.), Defendants’ Joint Memorandum of Law in 
Support of Their Motion for Summary Judgment Pursuant to Federal Rule of 
Civil Procedure 56(c), filed July 2, 2012. 

Exhibit 32: FILED UNDER SEAL.  E-mails related to grandfathering, and Morgan 
Stanley and the credit rating agencies’ course of conduct in rating products 
while worrying about “going to jail” in rating such products.  Morgan Stanley 
has stated it would produce documents such as these but Morgan Stanley has 
yet to complete its production; therefore, it is unclear what, if any, disputes 
remain about whether Morgan Stanley will comply with its obligations to 
produce more documents that are similar to these documents. 

Exhibit 33: Letter from Jason C. Davis to James P. Rouhandeh and Daniel J. Schwartz, 
dated August 2, 2012. 

 

I declare under penalty of perjury under the laws of the State of New York that the foregoing 

is true and correct.  Executed this 24th day of August 2012 at San Francisco. 

 
JASON C. DAVIS 
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""l MorganStanley 

Shorts $2 billion of 
subprime RMBS. 

Ex. 28. 

Global Proprietary 
Credit Group 

Telesca 

( Shapiro ) 

Work in "Hubler's Group" and 

(1) Receive Clayton reports 
show ing massive "waiver" scam, 
e.g., 91% of loans with bad 
appraisals "waived" into RMBS. 
Froeba Report, Exs. O,E. 

(2) Receive emails showing "very 
flagrant" appraisal violations by 

"all sellers" of subprime loans to 

Morgan Stanley's RMBS team. 
Froeba Report, Ex. B. 

Pearce ) 

Mendelsohn 

Others ) 

Securitized Products Group 
-_ .. _.'1 

Signs $50 billion RMBS registration statement 

[ J 
with Hubler and Shapiro. Ex. 20. 

Tony TUfari~O __________ ~= __ ._. ____________ ) 

Hubler's "Right-Hand Man." 

Ex. 9. 
COOs 

1) Invites Hubler Indy Car racing in Las 
Vegas. Ex. 16. 

2) Says "I like" the idea of calling AAA 
STACK COO the "Hitman." Ex. 2. 

,--H_o_r_o_w_it_z ... l ( Ka h d j a i vi 

Blumberg 1 
~ 

Shorted subprime RMBS for 
Morgan Stanley in 2006. 
Ex. 12. 

Headed near-prime 

residential mortgage­
backed securities business 

in Global Proprietary 
Trading Group. 
Ex. 13. 

Miteva 

Others 

Jokes to Horowitz 
and Jones that AAA 
STACK COO should 
be named "Shitbag" 
or "Nuclear 
Holocaust. " 
Ex. 2 

Invited to Stack COO approval committee meeting 

Ex. 8. 
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From: 
Sent: 
To: 
Cc: 
Subject: 

Blumberg, Philip (FlO) [Philip.Blumberg@morganslanley.coml 
Friday, March 16, 20071:44 PM 
Jones, Graham (FlO); Kott, Geoffrey (FlO) 
Weisberg, Dana (FlO) 
RE: STACK - CGB 

or ... Subpr1me Meltdown 2007 

Philip Blumberg - Vice President 
Morgan Stanley I Fixed Income 
1585 Br oadway I Floor 02 
New Yo r k, NY 10036 
Phone: +1 212 761-2820 
Fax; +1 646 202-9220 
Philip.Blumberg@morganstanley.com 

From: Blumberg, Philip (FID) 
Sent: Friday, March 16, 2007 9:42 AM 
To: Jones, Graham (FlD); Kott, Geoff r ey (FID) 
Cc: Weisberg, Dana (FID) 
Subject: HE: STACK - ceB 

How about 

* Nuclear Holocaust 2 007-1 

* 

ShitBag 2007-1 

Mike Tyson 's Punchout 2007-1 

Fludderfish 2007-1 

Just kidding (in case you couldn't tell) - - - I like Cha lfont 2007-1 --­
i t' s a pain t o s ay, but it's a very spec ial place 

Phil i p Blumberg - Vice President 
Morgan Stanley I Fixed Income 
1585 Broadway I Floor 02 
New Yo rk, NY 10036 
Phone: +1 21 2 761 - 2820 
Fax: +1 646 2 02-9220 
Phil i p.Blumberg@morganstanley.com 

From: Jones, Graham (FlO) 

Highly Confidential Investor Materials 



Sent: Friday, Harch 16, 2007 9:37 AM 
To: Kott, Geoffrey (FlO); Blumberg, Philip (FlO) 
Cc: Weisberg, Dana (FlO) 
Subject: RE: STACK - CCB 

OK, here are some name suggestions: 

* MSCDOREPACK 

* Burbage (Shakespeare's principal actor) 

* Sarabi (just to annoy Cee - bu t also a name of a Disney 
character which might make it copyrighted) 

* Chalfont (first part of the name of the village that I ~las 
brought up in) 

Graham Jones - Vice Presiden t 

Morgan Stanley I Fixed Income 

1585 Broadway I Floor 02 

New York, NY 10036 

Phone: +1 212 761-206 1 

Fax; +1 212 507-4891 

Graham.Jones@morganstanley .com 

l"lVW: Horowitz, ,JUll Lhdll (fID) 
Sene Friday . Narch 16, 2007 8;57 AM 
To: Kott, Geoffrey (FlO); Jones, Graham (FID); Liu, Angela (FID) 
Cc: Weisberg, Dana (FlO); Blumberg, Philip (FID) 
Subject: RS; STACK - CCB 

1 lik.e it 

Jonathan Horowitz - Managing Director 

Morgan Stanley I Fixed Income 

1585 Broadway I Floor 02 

New York, NY 10036 

Phone; +1 212 761-1497 

Fax: +1 212 5 0 7-4511 

Jonathan.Horowitz@morganstanley.com 
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From: Kott, Geoffrey (FlO) 
Sent: Friday, March 16, 2007 8:49 AM 
To: Horol'litz, Jonathan (FlO); Jones, Graham (FlO); Liu, Angela (FlO) 
Cc: Weisberg, Dana (FID); Blumberg, Philip (FlO) 
Subject: RE: STACK - CCB 

Sounds like Jon is voting for "Hitman". 

From: Horowitz, Jonathan (FID) 
Sent: Friday, March 16, 2007 8:42 AM 
To: Jones, Graham (FlO); Liu, Angela (FlO) 
Cc: Weisberg, Dana (FlO); Blumberg, Philip (FID); l<ott, Geoffrey (FlO) 
Subject: RE: STACK - CCB 

I don't care about the name. just pick so~~thi ng and run with it. 

Jonathan Horowitz - Managing Director 

Morgan Stanley I Fixed I ncome 

15 8 5 Broadway I Floor 02 

New York, NY 10036 

Ph one: +1 212 761 -1497 

Fax: +1 212 507-4511 

Jonathan.Horowitz@morganstanley.com 

From: Jones, Graham (FlO) 
Sent: Friday, Harch 16, 2007 8:41 AM 
To: Horowitz, Jonathan (FlO); Liu, Angela (FID) 
Cc: We i sberg, Dana (FID); Blumberg, Philip (FlO); Kott, Geoffrey (FlO) 
Subj e ct: RE: STACK - CCB 

Well, i n that ca s e we will ne ed a name for the program. Ri ght now we 
h ave this as the worki ng name: 

"coliseum SPC, acting for the account of STACK 06- 1, 2007-1 Segregated 
Portfolio" 

However we cannot use the name Coliseum I'lhich is the legal umbrella for 
roany trades and it would be confusing to a dd it to the STACK name. 
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We should change this to "Coliseum SPC, acting for the account of [SHELF 
NAME], 2007-I Segregated Portfolio" 

The shelf name could be something as uncreative as: 

* MSCDORP (MS COO Repack) 

* Or name it after some famous (but not too famous) person 

Any name that we select would have to be run past some group that checks 
for similar names. We need some creative juices flowing. Is anybody 
around here creative? 

Graham Jones - Vice President 

Morgan Stanley I Fixed Income 

1585 Broadway I Floor 02 

New York, NY 10036 

Phone: +1 212 761-2061 

Fax: +1 212 507-4891 

Graham.Jones@morganstanley.com 

From: Horowitz, Jonathan (FID) 
Sent: Friday, March 16, 2007 7:46 AM 
To: Liu, Angela (FlO) i Jones, Graham (FlO) 
Cc: Weisberg, Dana (FlO) 
Subject: RE: STACK - CCB 

Graham, let I s do \vhat we can to get this on BBerg asap and create some 
sort of trade ticket. My understanding is that they just need a term 
sheet to get this on bberg. You can coordinate with Dana bn this. 
thanks 

Jonathan Horowitz - Managing Director 

Morgan Stanley I Fixed Income 

1585 BroadlVay I Floor 02 

New York, NY 10036 

Phone: +1 212 761-1497 

Fax: +1 212 507-4511 

Jonathan.Horowitz@morganstanley.com 

4 

Highly Confidential Investor Materials 



From: Liu, Angela (FID) 
Sent: Friday, March 16, 2007 6:58 AM 
To: Jones, Graham (FID) 
Cc: Horowit~, Jonathan (FID) 
Subject: STACK - CCB 

Hi Graham, 

CCB called today and emphasized that they will want to see a Bloomberg 
trade ticket by next week the latest, or they will run into internal 
booking problems. From our perspective, getting a trade ticket will 
ensure that we have some kind of record to lock them in - with all the 
headlines in the subprime market, this kind of safety measures are 
essential. 

I understand that the rating agencies are still doing the work and you 
are doing your best to push them, but if we can have the trade listed 
first with "e" next to the ratings, that will be great. 

Thanks a lot 

Angela Liu - Vice President 

Morgan Stanley I Securitized Products Group 

Three Exchange square I Floor 29 

Central, Hong Kong 

Phone: +852 2848 7181 

Cell: +852 9189 0616 

Fax: +852 3407 5431 

Angela.Y.Liu@morganstanley.com 
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STACK 2006-1 

CDO Trading Committee Presentation 
February 2006 
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STACK 2006-1 

Table of Contents 

Section 1 Executive Summary 

Section 2 Transaction Overview 

Section 3 Proposed Financing Terms 

Section 4 Economic Analysis 

Section 5 Collateral Accumulation 

Section 6 Market Summary 

Section 7 Key Considerations 

Section 8 Accounting Implications 
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STACK 2006·1 

Section 1 

Executive Summary 
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STACK 2006-1 Executive Summary 

Transaction Description 

Transaction Description 

Assets! Mezzanine Cash/Synthetic ABS COO 

Average Rating: (Baa2lBBB)/(Baa3/BBB-) (1 ) 

Minimum Rating : Ba3/BB-

Transaction Size $500MM 

Maximum Warehouse Balance $500MM ($175MM Cash, $325MM Synthetic) 

Manager: TCW 

MS Role: Sole Book-runner 

Status: Verbally mandated; about to sign engagement letter 

Expected Pricing Date: April 30, 2006 

Warehouse Economics: 

• Expected Gross Accrued Interest Income (A) $1.00MM 

• MS Treasury Financing Charge (B) $0.50MM 

• MS Warehouse Revenue (A - B ) = (C) $0.50MM 

MS Structuring/Placement Fee (D) $6.25MM 

Total MS Revenue (C + D) $6.75MM 

MS Underwriting Commitment: 

• Equity None 

• Debt None 

Manager Commitment: 

• Equity None 

MS Team: ------------------------------------------------------------
• Finance/Structuring Jon Horowitz, Graham Jones 

• Risk ManagemenVTrading Joseph Naggar, John Pearce 

'" MorganStanley 
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STACK 2006-1 Executive Summary 

Warehouse Terms 

Standard Terms Exceptions 

Size: Up to $500MM ($175MM cash, $325MM synthetic); ramp-up to be negotiated between 

Morgan Stanley risk manager and the COO Manager 

Term: 6 months 
I 

Form: Preference Share Purchase Agreement (Cash Assets) 
-

Haircut: None. MS finances 100% of each purchase. 

MS Risk: If the warehouse is terminated, MS will assume any gains or losses associated with liquidating · No key person event or 

the collateral except in the case of termination due to a Collateral Manager Event where the corporate material 

COO Manager will assume any losses associated with liquidating the Collateral. adverse change event 

Collateral Manager Events include: · For the "Termination" 

· Termination of the AgreemenVEngagement Letter by TCW Collateral Management 

· A material breach by TCW under the Agreement/Engagement Letter or Interim Collateral Event to be invoked, 
certain key conditions of 

Management Agreement the Engagement Leller 

· An adverse business or financial change at TCW or any affiliate of TCW which, in the must be satisfied (e.g. 

judgment of Morgan Stanley, materially Impairs the ability of Morgan Stanley to market TCW satisfied there is 

Notes issued in connection with the transaction no risk of consolidation 
from, acceptable · If the transaction does not close due to gross negligence, bad faith, or willful misconduct of documentation) 

TCW · MaximumTCW 
exposure is $1 MM 

MS Financing 90% of the warehouse carry 
Compensation: 

Conditions to Opening · Acceptable documentation (signed Engagement Letter, Interim Collateral Management 
Financing Line: Agreement, Credit Agreement and Security Agreement) 

· Mutual agreement with COO Manager as to target timing and structure of transaction 

· All trading pre-approved by trading desk/finance team 

Credit and Trading Losses If the Transaction closes: 
and Defaults: · Any losses and gains associated with the Collateral will be borne by the Issuer to the 

extent possible 

If the Transaction fails to close: 

· MS will assume credit losses, trading losses and any losses related to defaults after 
liquidation except in the case of termination due to a Collateral Manager Event where the 
COO Manager will assume the risk of loss associated with liquidating the Collateral 

"I MorganStanley 2 
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STACK 2006·1 Executive Summary 

\Varehouse Terms (cont'd) 

Standard Terms Exceptions 

Minimum Assets Required 80% of the targeted collateral size . Approximately 2/3 of the 
to Close Transaction: Collateral will be 

sourced synthetically 

COO Eligibility Collateral · Adherence to all CDO Eligibility Collateral Parameters 
Parameters: 

Embedded Option for MS: · Pre-Approval of all credits 

· Unrestricted ability to sell credits 

· After 6 months. MS has right to price smaller deal 

· Ability to terminate warehouse unilaterally 

Manager Ability to Yes, provided that the CDO Manager will absorb losses associated with the 

Terminate: liquidation of the collateral. 

Hedges (ABS transactions) All fixed rate collateral to be hedged, subject to Morgan Stanley approval 

~ 
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STACK 2006·1 

Section 2 

Transaction Overview 
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Transaction Overview 

Transaction Overview 

The New York CDO team is seeking the approval to finance a portfolio of up to $175MM of cash U.S. 
dollar denominated ABS securities and up to $325 MM of ABS CDS (the "Collateral") during a ramp up 
period of up to 6 months. The Transaction will be managed by TCW. 

Expected Transaction 

• Morgan Stanley has been engaged by TCW act as sole book-runner for a $500MM ABS CDO 
transaction (the "Transaction") backed by assets with a weighted average rating of"[Baa2/Baa3]." 

• The Transaction will be our third ABS CDO with TCW, and our first mezzanine ABS CDO with them 

• The Transaction will be an innovative hybrid cash/synthetic ABS CDO 

- Provides for unfunded super senior risk transfer due to the inclusion of synthetic assets 

- Morgan Stanley may provide the Supersenior CDS or may source it from a third party 

• The Transaction represents attractive business for Morgan Stanley: 

Approximately $6.25MM in fees to Morgan Stanley 

League table credit 

Ability to short up to $325MM of credits into the CDO 

Class 

Class I Super Senior CDS (AAAlAaa) 

Class II Funded Senior Notes (AAA/Aaa) 

Class III Funded Senior Notes (Aa2/AA) 

Class IV Funded Mezzanine Notes (A2IA) 

Class V Funded Mezzanine Notes (Baa2/BBB) 

Subordinated Notes 

Par Amount 
$MM 

325.0 

80.0 

32.0 

10.5 

27.5 

25.0 

% of Structure 
% 

65.0 

16.0 

6.4 

2.1 

5.5 

5.0 

Price 
% 

100 

100 

100 

100 

100 

100 
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Transaction Overview 

Marketing Process 

Task 
Week: 7 10 11 12 13 14 15 16 17 18 19 20 21 

1. Orah and finalize MS 
Warehousing documents 

2. Pre-market equity to select 
investors 

February March 

••••• Warehouse open 

April .... y June 

-1 Warehouse 
ends on 
Closing Date 

3. Broadly market equity 

4. Broadly market debt 

5. Pricing 

6. Cklsing 

• Timing of the Transaction is primarily driven by collateral accumulation, as further described below: 

Approve financing and identify synthetic portfolio 

February, 2006 

Begin broad marketing of the Equity/Subordinated Notes; begin cash and synthetic collateral 
accumulation once progress is made on equity marketing 

March, 2006 

Launch remainder of the debt and equity broadly after the CDO SPY has identified [65-80]% of the 
assets, most of which would be sourced synthetically 

April, 2006 

Spreads on the synthetic assets would be set prior to the Pricing Date 

Pricing Date: April 19, 2006 

Closing Date: May 10, 2006; warehouse ends 

• If the Transaction does not close, Morgan Stanley will determine, in its sole discretion, the appropriate 
outcome of the warehoused collateral 

5 
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STACK 2006-1 Transaction Overview 

Warehouse Forward Calendar 

Deal Summary Warehouse Schedule 
Date Ex~cted Financed Amount ($MM)_ 

Pricing Date April 19, 2006 3/6/2006 

End Date May 10, 2006 3/13/2006 

Size $500MM 3/20/2006 75 

Rating Saa2/Saa3 3/27/2006 150 

Type Mezzanine ASS COO 4/312006 225 

4/10/2006 300 

4/17/2006 350 

4/24/2006 400 

5/112006 450 
Risk Measures 

5/8/2006 500 

Fixed % 0% 

Max Exp. IR01 Negligible (1) 

Avg. Exp. IR01 Negligible (1) 

Max. Exp. PV01 $250K (2) 

Avg. Exp. PV01 $122.5K(2) 

"'1 
MorganStanley 

Notes 
1. Exposure to interest rate movements for fixed rate assets will be hedged as such assets are acquired. 
2. Assumes a 5 year weighted average life for the collateral and stated Warehouse Schedule. 6 
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Transaction Overview 

Transaction Background 

Transaction Description 

Morgan Stanley 
Experience 

Prior MS ABS COO 
Securitization 
Experience 

Due Diligence 
Procedures 

• This will be Morgan Stanley's twelfth ABS COO; and fourth hybrid ABS COO 

• Morgan Stanley is a leader in the synthetic ASS space, and therefore has the ability to 
source a great deal of the portfolio synthetically 

• Additionally, Morgan Stanley has the ability to retain the Supersenior exposure, if desired 

• Northlake, Duke V, Duke VII, Inman Square, Sherwood Funding, Inman Square 2, Tourmaline, 
Sherwood Funding II, Bayberry, TABS 2005-4, Alpha Mezz 2006-1 (in market) 

• TCW and this transaction have been approved by the CDO Mandate Committee 

7 
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Financing Structure 
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Prior to closing: 

Bond 

Market 

Purchase 
Price 

COO 

t 
I 
I 

Fixed I 
I Floa,,", 

T _ _ -'--_--, 

I Mo'gan Stanley 
(Hedge C/P) 
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Morgan Stanley 

Equity 
Asset Funding 

("MSAF") 
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STACK 2006-1 Proposed Financing Terms 

Financing Structure (cant' d) 
ASS COO Transactions 

At closing: 

MSAF Termination of Equity 

(unwinds Credit Agreement COO 

with COO) (holds all bonds) 

Equity repaid plus MS 
receives accrued 

1 i Floating interest income Fixed 

Hedge Counterparty 
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Proposed Financing Terms 

Financing Agreements 
Brief Description 

• Interim Collateral Management Agreement: agreement which authorizes TCW to 
identify, purchase and sell collateral on behalf of the CDO SPY 

• Preferred Share Purchase Agreement: agreements whereby MSAF lends money to the CDO 
SPY to enable the CDO SPY to purchase ABS assets. The Preferred Share Purchase Agreement 
terminates/matures and the preferred shares come due on the Closing Date 
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Proposed Financing Terms 

Financing Terms 

Warehouse Mechanics 

• Morgan Stanley will start warehousing up to $175MM par amount of cash Collateral, and up to 
$325MM of synthetic Collateral, subject to the execution of the Financing Agreements. 

• The Collateral acquisition line shall be provided for up to 6 months prior to pricing. Morgan 
Stanley may choose to extend the warehouse or to liquidate the Collateral. 

• Before the Transaction enters into any trade, credit approval will be obtained from Morgan 
Stanley's ABS trader/risk manager and the structuring team members will confirm compliance 
with the parameters of the Transaction. 

• After the pricing of the CDO, the Collateral acquisition line will be extended to include all the 
ABS securities that are necessary to ramp up the Transaction prior to closing. The period 
between pricing and closing shall be approximately 3 weeks. Collateral must meet the target 
eligibility criteria of the Transaction. Morgan Stanley shall have the right to direct TCW to sell 
any Collateral. 
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Proposed Financing Terms 

Financing Terms (cont'd) 

• Morgan Stanley will earn 90% of the Net Carried Interest "Interest Income." If the Transaction does not 
close, Morgan Stanley will bear 100% of any net loss associated with advances made by Morgan Stanley 
on its share of the portfolio. Interest Income and net proceeds associated with the Collateral will be 
distributed as follows : 

(A) If the Transaction closes: 

(I) On the Transaction's Closing Date, 90% of all Interest Income will be distributed to Morgan 
Stanley 

(2) On the Transaction's Closing Date, 10% of all Interest Income will be distributed to TCW 

(3) Any losses and gains associated with the Collateral will be borne by the Issuer 

(B) If the Transaction fails to close: 

Morgan Stanley will be entitled to all Interest Income and net proceeds associated with the 
Collateral. TCW will be entitled to its share of the carried interest if the collateral is liquidated and such 
share is not needed to cover losses. Except to the extent described under the "Collateral Manager Event" 
provision below, if the transaction fails to close, any losses that arise from the liquidation of the 
collateral shall be borne by Morgan Stanley. Morgan Stanley shall not bear losses associated with 
collateral that it does not finance. Any gains that arise from the liquidation ofthe collateral will be 
allocated 100% to Morgan Stanley. 

• Morgan Stanley retains the right to review the size of the Collateral acquisition line based upon significant 
market movements. This an-angement is subject to market conditions acceptable to TCW and Morgan 
Stanley prior to the initiation of any Collateral purchases. Morgan Stanley must also consent to any sales 
that result in trading losses. 

• To the extent that the transaction closes, any losses will be borne by the Issuer to the extent feasible. To 
the extent a Collateral Manager Event occurs under the Interim Collateral Management Agreement, the 
CDO Manager will bear 100% of the risk ofloss associated with the Collateral up to a maximum of 
$IMM. A Collateral Manager Event includes the termination of the Agreement/Engagement Letter by the 
CDO Manager. 
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Economic Analysis 

Economic Benefits 

Morgan Stanley Benefits: 

• Approximately $6MM in Structuring/Placement Fees to 
Morgan Stanley 

• Expected gross carried interest of$I.OMM to Morgan Stanley 

- Expect finance charge of $O.5MM to Morgan Stanley 

- Current regulatory capital charge to Morgan Stanley to be provided 

- Regulatory capital charge to Morgan Stanley post Basel II 

• Ability to buy single-name default protection 

• Increased trading volume for ABS desk 

• Increased market/league table presence in CDO market 

Base Case 

$6.25MM II 
$l.OMM 

$O.5MM 

N/A 

N/A 

• If for any reason the Transaction does not close then Morgan Stanley earns all ofthe carry 
of the financed collateral, except for TCW's share which is not used to cover losses 

IRR Calculation: 

• IRR Equity inclusive of Morgan Stanley Fees 22%-27% 

• IRR Equity exclusive of Morgan Stanley Fees 170/0-22% 

• To the extent that MS retains the CDO securities, consolidation issues may arise 

Worst Case 

$3.0MM 

$O.5MM 

$O.25MM 

N/A 

N/A 
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Collateral AccumulatIOn 

Collateral Accumulation 

Collateral Selection Process 

• TCW chooses Collateral to be purchased by the Issuer 

• Before the Issuer enters into any trade, the following checks have to be pelformed: 

- Credit approval by JD Pearce as Morgan Stanley's ABS CDO credit risk manager 

- CDO structuring team members will confirm compliance with the parameters of the 
Transaction 

Marking 

• SPG will mark the portfolio on a weekly basis or more frequently as needed 

• The financing exposure will be reflected in a weekly SPG management report 

Hedging 

• The Issuer (at the direction ofTCW, with Morgan Stanley approval) will hedge fixed rate ABS 
assets with treasury shorts or interest rate swaps 

• These positions will hedge the ultimate interest rate hedge for the Transaction 

• On the pricing date, the treasury short positions will be unwound, and the existing interest rate 
swaps will be rolled into the swap which is executed by the Issuer 
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Collateral Accumulation 

ABS CDO Collateral Parameters 

Parameters 

Maximum Moody's Rating Factor 

Maximum Average Life 

Maximum CMBS Securities 

Max COOs 

Maximum PIKabie COOs 

Maximum Single Issuer Concentration 

Maximum Below Investment Grade 

Projected Sector Breakdown 

CMBS 
10% 

ASS Residential A 
10% 

COOs 
8% 

r--Consumer 
I 6% 

ABS Residential S&C 
66% 

NYGRAPH\191149\A2XP\16 FEB 2006\12:39 AM\22 

limit 

550 

[7.0] years 

[10.0]% 

[10.0]% 

[10.0]% 

[1.25]% 

[10]% 
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STACK 2006-1 Market Summary 

Current CDO Market Conditions 

CDO Market Summary 

• Selected Mezzanine ABS transactions priced in the past two months 

• Expected spread levels for ABS CDOs currently in the market are shown below 

Rating Mezzanine ABS 

AAA-Senior L + 30 bps-32 bps 

AAA-Junior L + 50 bps-55 bps 

AA L + 70 bps-80 bps 

A L + 155 bps-185 bps 

BBB L + 375 bps-425 bps 

BB N/A 

"I 
MorganStanley 16 

CONFIDENTIAL MS CDIB 000092719 



STACK 2006-1 

'q 

MorganStanley 

CONFIDENTIAL 

NYGRAPH\ 191149\A2XP\1 6 FEB 2006\12:39 AM\25 

Market Summary 

Selected Recent ABS CDO Pricings (1) 

Sherwood Funding II 
11/22/2005 

Size: $500MM, Underwriters: Morgan Stanley (Structuring Lead), J.P. Morgan (Joint), Manager: Church Tavern Advisors LLC 

Class Size ($) Ratings (Moody's/S&P) WAL (Years) 

A·l 322.5 AaaJAAA 6.9 

A-2 

B 

C 

D 

Eqty. 

South Coast Funding VIII 
12108/2005 

77.5 AaaJAAA 

45.0 Aa2lAA 

10.0 A2/A 

21 .0 Baa2lBBB 

24.0 NR 

Size: $506MM, Underwriter: Merrill Lynch, Manager: TCW Asset Management 

Class Size ($) Ratings (S&P/Fitch) 

A1 345.00 AaaJAAA 

A2 57.25 AaaJAAA 

B 44.00 Aa2lAA 

c 12.00 A2IA 

D 23.75 Baa2/BBB 

E 5.00 Bal/BB+ 

Preferred Shares 19.50 

Notes 
1. Source: MCM,IFR 

6.9 

6.9 

6.9 

6.9 

Residual 

WAL(Years) 

5.6 

6.1 

6.1 

6.1 

6.1 

6.1 

Coupon 

3mL+27.5 

3mL+ 50 

3mL+57 

3mL+155 

3mL+315 

N/A 

Coupon 

3mL+32 

3mL+50 

3mL+60 

3mL+150 

3mL+400 

3mL+600 
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Market Summary 

Selected Recent ABS CDO Pricings (cant' d) (1) 

Stack 2005-2 
03/01/2005 

Size: $500MM, Underwriter: Barclays, Collateral Manager: TCW Asset Management 

Class Size ($) Ratings (S&P/Fitch) 

A 350.0 N/A 

B 50.0 AaalAAA 

c 40.0 Aa2lAA 

D 20.0 A2IA 

E 16.5 Baa2/BBB 

F 7.5 Ba1/BB+ 

Preferred Shares 16.0 NP/NR 

Note 
1. Source: MeM, IFA 

WAL (Years) Coupon 

N/A N/A 

7.0 3mL+52 

7.0 3mL+65 

7.0 3mL+175 

4.9 3mL+320 

7.0 3mL+675 
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STACK 20Q6.1 Key Considerations 

Transaction Strengths 

Transaction Strengths 

Innovative Structure 

COO Manager 

Firm Relationship 
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• Morgan Stanley created the first hybrid cash/synthetic 
ABS COO 

• Efficient super senior risk transfer 

• TCW is the largest manager of COOs 

• Proven track record of successfully executing 
transactions 

• Long firm relationship at different levels of the 
organization 

• Important trading partner 
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Risks and Mitigants 

Risk Factors 

• Ability to place the entire capital structure 

• New Type of Structure 

• Fees dependent upon successful execution of COO 

• No haircut 

• Credit Spread Widening 

• Length of warehouse 

• COO Manager Termination 

"'I Morga n Sta n I ey 

CONFIDENTIAL 
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Mitigants 

• Strong market demand for ASS COO paper 

• Successful execution of similar transactions for TCW 

• Recent success of similar structure by Morgan Stanley and others 

• ABS COOs are an established asset class 

• Morgan Stanley's approval required for each credit to be purchased 
and for each credit to be sold 

• 100% of the carry is available to Morgan Stanley for any losses on 
the disposition of the warehoused assets 

• Hedges in place (e.g .• ABSpoke) 

• Morgan Stanley's ability to unilaterally liquidate the collateral 

• Morgan Stanley may be shorting a number of credits into the COO, 
altering the risk dynamics 

• 6 month maturity date 

• Morgan Stanley can terminate the warehouse line at any time 

• Review size of line based on market conditions 

• If TCW terminates the engagement unilaterally, TCW will 
compensate Morgan Stanley for any warehouse losses upon 
liquidation (up to a maximum of $1 M) 
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Accounting Implications 

Accounting Implications 

Upon closing the transaction, Morgan Stanley does not expect to consolidate the SPY under 
FIN 46R or F AS 140 because: 

• On the closing date, financing arrangements with the Issuer will be terminated. All financed 
collateral will reside with the Issuer without recourse to Morgan Stanley 

• Morgan Stanley expects to sell 100% of the equity to third parties 

• Morgan Stanley expects to sell 100% of the debt/liabilities to third parties 
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SUPREME COURT OF THE STATE OF NEW YORK 
COUNTY OF NEW YORK 

----------~--------------------x 
CHINA DEVELOPMENT INDUSTRIAL 
BANK, 

Plaintiff, 

vs. 

MORGAN STANLEY & CO. 
INCORPORATED, et al., 

Index No. 650957/2010 

The Honorable Melvin L. Schweitzer 

Individual Assignment Part 45 

PLAINTIFF'S SECOND REQUEST FOR 
PRODUCTION OF DOCUMENTS TO 
MORGAN STANLEY & CO. 

Defendants. . INCORPORATED AND MORGAN 
______________ X STANLEY & CO. INTERNATIONAL PLC. 

PLEASE TAKE NOTICE that pursuant to New York Civil Practice Law and Rule ("CPLR") 

§3120, defendants Morgan Stanley & Co. Incorporated and Morgan Stanley & Co. International pic 

must produce for inspection and copying the documents and things described below, which shall be 

provided for inspection and copying at the law firm of Robbins Geller Rudman & Dowd LLP, 58 

South Service Road, Suite 200, Melville, New York, within 20 days after service of these requests, at 

10:00 a.m., or at such other location and date upon which the parties may mutually agree. Following 

the Instructions and Definitions set forth in Attachment A hereto, produce: 

REQUEST NO.1: 

Due Diligence Reports and related communications from the files of Anthony Tufariello, Jon 
Horowitz, Howard Hubler, Joseph Naggar, John Pearce, Erik Siegel, Graham Jones, Gary 
Mendelsohn, Frank Telesca and Steven Shapiro concerning the STACK Collateral Originators, 
including, but not limited to, the documents attached hereto as Exhibits A-D. 

REQUEST NO.2: 

The December 9, 2011 deposition transcript (with exhibits) of Anton Peterson taken inAbu 
Dhabi Commercial Bank v. Morgan Stanley & Co. Inc., et al., No.1 :08-CV -07508 (S.D.N.Y.). See, 
e.g., Ex. E. 



REQUEST NO. 3: 

Summary Due Diligence Reports and related communications concerning U.S. residential 
mortgage loans that Morgan Stanley received from Clayton Holdings, including, but not limited to, 
the documents attached hereto as Exhibits C and D. 

REQUEST NO.4: 

Due Diligence Reports and related communications concerning the Morgan Stanley RMBS 
that were included in the STACK CDO. 

REQUEST NO. 5: 

Any document containing the word "Clayton" in it, from the files of the custodians identified 
in Request No.1, above. 

DATED: July 18,2012 ROBBINS GELLER RUDMAN 
&DOWDLLP 

!Ztvtl~dJ- fIi;;tt::.:::.::--'~~ 
ROBERT M. ROTHMAN 

SAMUEL H. RUDMAN 
ROBERT M. ROTHMAN 
MARK T. MILLKEY 
JOSEPH RUSSELLO 
58 South Service Road, Suite 200 
Melville, NY 11747 
Telephone: 631/367-7100 
631/367-1173 (fax) 
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ROBBINS GELLER RUDMAN 
&DOWDLLP 

SPENCER A. BURKHOLZ 
MAUREEN E. MUELLER 
655 West Broadway, Suite 1900 
San Diego, CA 92101 
Telephone: 6191231-1058 
619/231-7423 (fax) 

ROBBINS GELLER RUDMAN 
&DOWDLLP 

JASON C. DAVIS 
MATTHEW S. MELAMED 
Post Montgomery Center 
One Montgomery Street, Suite 1800 
San Francisco, CA 94104 
Telephone: 4151288-4545 
4151288-4534 (fax) 

Attorneys for PlaintifI 
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ATTACHMENT A 

DEFINITIONS 

1. "All" means all or any, and "any" means all or any. 

2. "Analysis" and "Analyses" means any analysis whatsoever, including, but not 
limited to, financial, economic, industry, investment, performance, risk or other 
analysis whether in the form of narratives, models, or any other form. 

3. "And" and "or" shall be construed either conjunctively or disjunctively to bring 
within the scope ofthis request any information that might otherwise be construed to 
be outside its scope. 

4. "CDIB" means China Development Industrial Bank and any of its parents, 
subsidiaries, divisions, related or affiliated organizations, and present and former 
partners, directors, agents, employees, representatives, and attomeys. 

5. "CDO" means Collateralized Debt Obligation. 

6. "CDS" means Credit Default Swap. 

7. "Clayton Holdings" refers to Clayton Holdings LLC and any of its parents, 
subsidiaries, divisions, related or affiliated organizations, and present and former 
pmincrs, directors, agents, employees, representatives, and attomeys. 

8. "Communication" means the transmittal of information (in the form of facts, ideas, 
inquiries or otherwise), or any statement between two or more persons or entities, 
whether given orally, in writing, conveyed through an electronic medium, or any 
other method or medium, including any copy, audio, visual, electronic, or other 
recording or transcript thereof. 

9. "Document" means, without limitation and in the broadest sense possible, all copies 
and drafts of any written, recorded or graphic material, whether printed, recorded, or 
reproduced by any mechanical or electronic process, or written or produced by hand, 
including without limitation: agreements or contracts; communications; 
correspondence; letters; telegrams; telexes; teletypes; memoranda; record books; 
notes; reports; opinions; electronic mail (including all primary and back-up files); 
summaries, notes, memoranda, tape recordings, or other records of personal 
conversations, or interviews; diaries; appointment books; minutes, notes, 
memoranda, or other records of meetings, conferences, or telephone calls; or any 
other documents or writing of whatever description, including, but not limited to, any 
information contained in any computer although not yet in printed form in the 
possession, custody, or control of you, your agents, your attorneys, or any other 
persons acting or purporting to act on your behalf. 
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10. "Due Diligence Reports" refers to credit, compliance, valuation, loan to value (LTV), 
broker price opinion (BPO), or any other, similar Analyses. Exhibits A-E provide 
examples of such documents. 

11. "Including" means including, but not limited to. 

12. "Moody's" means Moody's Investors Service, Inc. and any division, related or 
affiliated organization, and present and former partners, directors, agents, employees, 
representatives, and attorneys of Moody's Investors Service. 

13. "Morgan Stanley" means Morgan Stanley & Co. Incorporated and/or Morgan 
Stanley & Co. International pIc (formerly known as Morgan Stanley & Co. 
International Limited), and any divisions, related or affiliated organizations, and 
present and former partners, directors, agents, employees, representatives, and 
attorneys of Morgan Stanley. 

14. "Morgan Stanley RMBS" refers to the RMBS referenced by or included in the 
STACK CDO collateral pool that Morgan Stanley underwrote, arranged, or worked 
on in any capacity, including, but not limited to, the transactions (and their 
underlying loan pools) referenced in Exhibit F hereto. 

15. "Relating to" means concerning, referring, describing, pertaining to, evidencing, 
reflecting, regarding, constituting, involving, or touching upon in any way, in whole 
or in pmi. Each of these terms may be used interchangeably herein and will be 
treated as encompassing all these meanings. 

16. "RMBS" means Residential Mortgage Backed Security. 

17. "S&P" means Standard & Poor's Ratings Services and any division, related or 
affiliated organizations, and present and former partners, directors, agents, 
employees, representatives, and attorneys of Standard & Poor's Rating Services. 

18. "STACK CDO" means the CDO described in the July 20, 2006 offering 
memorandum (see Dkt. No. 11, Ex. 1), the related Investor Presentation (see Dkt. 
No. 11, Ex. 8), and related CDS documentation (see Dkt. No. 11, Exs. 3-5). 

19. "STACK Collateral Originators" refers to the U.S. residential mortgage loan 
originators identified in Columns AB, AD and AF of the document produced by 
Morgan Stanley in this matter at Bates number MS_CDIB_OOOOnI51. 

20. "TCW" means TCW Asset Management Company, and any of its parents, 
subsidiaries, divisions, related, or affiliated organizations, and present and former 
partners, directors, agents, employees, representatives, and attorneys. 

21. In the document requests and definitions, the singular includes the plural and vice 
versa, and a verb tense includes all other tenses where the clear meaning is not 
distorted by the addition of another tense or tenses. 
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INSTRUCTIONS 

1. In complying with this request, you are required to furnish all documents within your 
possession, custody, or control, regardless of where they may be located. Included 
are documents within the possession, custody, or control of any person or entity 
controlled by or acting on your behalf. 

2. A document is deemed to be in your possession, custody, or control if it is in your 
physical custody, or if it is in the physical custody of any other person and you 
(a) own such document in whole or in part; (b) have a right, by contract, statute, or 
otherwise to use, inspect, examine, or copy such document on any terms; (c) have an 
understanding, express or implied, that you may use, inspect, examine, or copy such 
document on any terms; or (d) have, as a practical matter, been able to use, inspect, 
examine, or copy such document when you sought to do so. 

3. Unless otherwise instructed, each request shall be construed independently and not 
by reference to any other request for purposes of limitation. 

4. If a portion of a document is responsive to any request, the entire document should 
be produced. 

5. For documents not in English, Morgan Stanley is to produce the document in its 
native language along with any translations of the document possessed by Morgan 
Stanley or Morgan Stanley'S Counsel. 

6. If any documents are within the scope of any request for production, but are being 
withheld, in whole or in pati, by reasons of any claim of privilege, the attorney 
asserting the privilege shall identify the nature of the privilege (including work 
product) claimed, indicate the state's privilege rule being invoked, and provide the 
following information: 

(a) the type of document, letter or memorandum; 

(b) the general subject matter of the document; 

(c) the date of the document; and 

(d) such other information as is sufficient to identify the document for a 
subpoena duces tecum, including, where appropriate, the author of the 
document, the addressees of the document, and any other recipients shown in 
the document, and, where not apparent, the relationship of the author, 
addressees, and recipients to each other. 

7. If any document responsive to these requests was but is no longer in the possession 
or subject to the control of Morgan Stanley, state whether it is: (a) missing or lost; (b) 
has been destroyed; (c) has been transfened, voluntarily or involuntarily, to others; or 
(d) has been otherwise disposed of, and in each instance explain the circumstances 
surrounding such disposition thereof and state the date or approximate date thereof. 
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8. Documents produced pursuant to these requests shall be produced as they are kept in 
the ordinary course of business, including electronically stored information and 
documents, such as spreadsheets. Electronic documents and data that are 
electronically searchable should be produced in a form that does not remove or 
degrade this feature. 

9. Unless otherwise stated, these requests are for all responsive documents dated on or 
after January 1,2005. 

10. This is a continuing request for production of documents that requires, as necessary, 
additional productions pursuant to CPLR §3101(h). 

11. Pursuant to CPLR §3122 you have 20 days after service of these requests to object, 
describing with reasonable particularity each objection, to the extent you have any 
objections. 
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AFFIDAVIT OF SERVICE BY HAND DELIVERY 

I, the undersigned, declare: 

1. That declarant is and was, at all times herein mentioned, a citizen of the United States 
and employed in the City of Melville in the County of Suffolk, over the age of 18 years, and not a 
party to or interested party in the within action; that declarant's business address is 58 South Service 
Road, Suite 200, Melville, New York 11747. 

2. That on July 18, 2012, declarant caused to be served by hand delivery, the NOTICE 
OF PLAINTIFF'S SECOND REQUEST FOR PRODUCTION OF DOCUMENTS TO 
MORGAN STANLEY & CO. INCORPORATED & MORGAN STANLEY & CO. 
INTERNATIONAL PLC to the parties listed on the attached Service List. 

I declare under penalty of perjury that the foregoing is true and correct. Executed on July 18, 
2012, at Melville, New York. 

J~ 'X, ( ~}{; (ui~lA-'~LLYSTADELMANN 



STACK COO CDIB 

Service List - 7/17/2012 (10-0120) 

Page 1 of 1 

Counsel For Oefendant(s) 

James P. Rouhandeh 
William J. Fenrich 
Daniel J. Schwartz 
Davis Polk & Wardwell LLP 
450 Lexington Avenue 
New York, NY 10017 

212/450-4000 
212/701-5800(Fax) 

Counsel For Plaintiff(s) 

Robert M. Rothman 
Mark T. Millkey 
Joseph F. Russello 
Robbins Geller Rudman & Dowd LLP 
58 South Service Road, Suite 200 
Melville, NY 11747 

631/367-7100 
631/367-1173(Fax) 

Jason C. Davis 
Robbins Geller Rudman & Dowd LLP 
Post Montgomery Center 
One Montgomery Street, Suite 1800 
San Francisco, CA 94104 

415/288-4545 
415/288-4534(Fax) 

Spencer A. Burkholz 
Maureen E. Mueller 
Robbins Geller Rudman & Dowd LLP 
655 West Broadway, Suite 1900 
San Diego, CA 92101 

619/231-1058 
619/231-7423(Fax) 



EXHIBIT A 
See Expert Report of Mark N. Froeba, PF2 Securities Evaluations,

Dated August 13, 2012, Ex. B. 



EXHIBIT B 
See Expert Report of Mark N. Froeba, PF2 Securities Evaluations,

Dated August 13, 2012, Ex. A. 



EXHIBIT C 
See Expert Report of Mark N. Froeba, PF2 Securities Evaluations,

Dated August 13, 2012, Ex. D. 



EXHIBIT D 
See Expert Report of Mark N. Froeba, PF2 Securities Evaluations,

Dated August 13, 2012, Ex. C. 



EXHIBIT E 
See Expert Report of Mark N. Froeba, PF2 Securities Evaluations,

Dated August 13, 2012, Ex. E. 
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MSAC 2005-HE7 B3 Steven Shapiro Steven Shapiro WMC Mortgage Corp. 24.91 % Foreclosure 

$5,000,000 Anthony Tufariello Decision One S&P 2.75% Bank Owned 

SEC File: 333·121914 New Century 5.57% Bankruptcy 

33.23% Total 
;:'Of) cXnlOJr ,)0. I ~ee r:XnlOJC .jtJ.L .:':1GB l=XmOll ,JtJ.,j ,:,ee t:.XnJD/l JeJ.1 ."::lee t;:xmOlf ,jtJ.L~ See Exhibit 38.5 

MSAC 2006-NC1 Steven Shapiro Steven Shapiro New Century Moody's 14.67% Foreclosure 

$5,000,000 Anthony Tufariello S&P 3.38% Bank Owned 

SEC File: 333·121914 5.60% Bankruptcy 

23.65% Total 
See Exhibit 38. 1 See Exhibil38.2 See Exhibil38.3 Soe Exhibit 38.6 See Exhibit 38.6 See Exhibit 38. 7 

MSM 2006-6AR 1 B1 Anthony Tufariello Anthony Tufariello American Home Moody's 20.44% Foreclosure 

$2,733,000 Morgan Stanley S&P 4.42% Bank Owned 

SEC File: 333·130684 MortgagelT 4.05% Bankruptcy 

Others Undisclosed 28.91% Total 
Soo Exhibil38. 1 See Exhibit 38.8 Seo Exhibit 38.9 See Exhibit 38. 10 See Exhibit 38.10 See Exhibit 38.11 

MSM 2006-6AR 1 B2 Anthony Tufariello Anthony Tufariello See above See above See above 

$163,000 

SEC File: 333·130684 
,:,ee tXmOIl 40.7 

MSAC 2006-NC4 Steven Shapiro Steven Shapiro New Century Moody's 23.57% Foreclosure 

$4,000,000 Anthony Tufariello Anthony Tufariello S&P 4.71% Bank Owned 

SEC File: 333·130694 Howard Hubler Howard Hubler 3.83% Bankruptcy 

32.11% Total 
See Exhibil38. 1 See Exhibit 38.12 See Exhibil38.13 See Exhibit 38. 13 See Exhibit 38. 14 See Exhibit 38.15 

MSM 2006-8AR 1 B 1 Anthony Tufariello Anthony Tufariello Morgan Stanley Moody's 14.30% Foreclosure 

$806,000 Wachovia Mortgage S&P 2.76% Bank Owned 

SEC File: 333·130684 Others Undisclosed 2.46% Bankruptcy 

19.52% Total 
See Exhibil38.1 See Exhibit 38. B Seo Exhibit 38.9 See Exhibit 38.16 See Exhibil38. 17 

MSM 2006-8AR 1 B2 Anthony Tufariello Anthony Tufariello See above See above See above 

$806,000 
See Exhibit 38. 1 See Exhibit 38.8 See Exhibit 38.9 

MSM 2006-8AR 1 B3 Anthony Tufariello Anthony Tufariello See above See above See above 

$1,150,000 
See Exhibit 38. 1 See Exhibit 38.8 See Exhibit 38.9 

MSM 2006-8AR 2B3 Anthony Tufariello Anthony Tufariello See above See above See above 

$2,170,485 
See Exhibit 38. 1 See Exhibit 38.8 Seo Exhibil 38.9 

MSM 2006-16AX Anthony Tufariello Anthony Tufariello American Home Moody's 28.14% Foreclosure 

$500,000 MortgagelT S&P 5.42% Bank Owned 

SEC File: 333-130684 Others Undisclosed 5.28% Bankruptcy 

38.84% Total 
See Exhibit 38.1 See Exhibit 38.8 See Exhibit 38.9 See Exhibit 38. 18 See Exhibit 38.18 See Exhibit 38.19 

IXIS 2005-HE4 B3 Anthony Tufariello Steven Shapiro First Horizon Moody's 31.67% Foreclosure 
$5,000,000 Steven Shapiro Fremont S&P 6.42% Bank Owned 

SEC File: 333-121914 First NLC 8.55% Bankruptcy 
Others 46.64% Total 

See Exhibil38. 20 See Exhibit 38.21 See Exhibit 38.22 See Exhibit 38.22 See Exhibit 38.23 

IXIS 2006-HEI B3 Anthony Tufariello Steven Shapiro First NLC Moody's 21.50% Foreclosure 
$5,000,000 Steven Shapiro Encore S&P 7.35% Bank Owned 

SEC File: 333·113543 Others 5.31 % Bankruptcy 
34.16% Total 

See Exhibit 38.21 See Exhibit 38.25 See Exhibit 38.26 See Exhibit 38.26 See Exhibit 38.27 

IXIS 2006-HE2 B1 Anthony Tufariello Sleven Shapiro Accredited Home Moody's 20.37% Foreclosure 
$2,000,000 Steven Shapiro First NLC S&P 7.83% Bank Owned 

SEC File: 333-113543 New Century 4.30% Bankruptcy 
Others 32.50% Total 

See Exhibit 38.21 See Exhibit 38.25 See Exhibit 38.28 See Exhibil38. 28 See Exhibit 38.29 
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Robbins Geller 
Rudman & Dowd LLP 

1 ason C. Davis 
lDavis@rgrdlaw.com 

James P. Rouhandeh, Esq. 
Daniel J. Schwartz 
Davis Polk & Wardwell LLP 
450 Lexington Avenue 
New York, NY 10017 

Atlanta 
Boca Raton 
Chicago 

June 8, 2012 

Melville 
New York 
Philadelphia 

San Diego 
San Francisco 
Washington, DC 

VIAE-MAIL 

Re: China Development Industrial Bank v. Morgan Stanley & Co., Inc., et al. 
Supreme Court of the State of New York, County of New York 
Index No.: 65095712010 

Dear Jim and Daniel: 

I write to address some of the issues the parties discussed at the May 31 , 201 2 discovery 
conference in the above-referenced matter and your related letters. 

A. Filing Procedure for Confidential Documents 

Your June 5, 20 12 letter suggests that the parties are permitted to file confidential materials in a 
redacted form on the public docket, while delivering nonredacted copies to the Court's chambers in a 
sealed envelope. We think this proposal makes sense but is incomplete. The Court will need to modify 
the protective order or its individual practices, or both, to pennit the parties to follow the proposal. We 
also think that whomever designates the relevant materials "confidential" should state why they must be 
sealed. Such an explanation will assist the Court in determining whether the materials must be sealed. 
Please consider these points and let us know your views. We are probably close to an agreement on 
process but should discuss the best approach to present to the Court. 

B. Morgan Stanley's Points 

1. Morgan Stanley Custodians Siegel, Naggar, Pearce and 
Mendelsohn 

Your letter dated today states that Morgan Stanley will produce documents from the files of 
Siegel, Naggar, Pearce and Mendelsohn. We do not understand your point about Stoval and should 
discuss your search protocol for the other custodians in light of the issues identified below. Also, 
please advise what role Friedland played in the transaction. 

CONFIDENTIAL 
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2. Morgan Stanley's Search Terms & Due Diligence Reports 

We have several issues with Morgan Stanley's disclosure obligations and the use of search 
tenns. For example, it seems Morgan Stanley believes it is permitted to use, exclusively, search terms 
to find and produce relevant documents. Morgan Stanley does not need a search tenn to produce many 
documents, such as due diligence reports relating to the RMBS collateral in the STACK COO. Nor 
does Morgan Stanley need search terms to produce communications with TCW and the rating agencies. 
We would like to better understand how Morgan Stanley is using search terms. Please be prepared to 
discuss this point at our next meet and confer discussion. 

3. Morgan Stanley's Metadata 

There are some issues with the metadata that Morgan Stanley produced in connection with the 
production it made the day before the May 31, 2012 disclosure conference with Mr. Wilker. The 
"subject" and "from" lines appear to have been deleted. Please check this point with your technical 
support staff so that we can work with you to fix the metadata issue. 

4. Deficiencies with Morgan Stanley's June 21, 2011 Letter 

We are concerned about the process that Morgan Stanley followed to generate the list of 
individuals. As you know, Naggar, Pearce, Mendelsohn, Hubler and many others who have information 
relevant to the STACK COO and its collateral assets, are not listed in Jim's June 21, 2011 letter. Yet 
Morgan Stanley repeatedly used that letter as a basis for refusing discovery and stating that certain 
custodians had "nothing" to do with the STACK CDO when, in fact, they did. Please update the June 
21, 2011 letter by next week with all of the custodians who have information concerning the STACK 
CDO, which, by definition, includes its ratings and collateral. 

5. Audio Files 

Morgan Stanley has not produced any audio files to date. CDIB has done so. It is our 
understanding that broker dealers' compliance groups sometimes keep internal recordings for 
compliance purposes. It is also our understanding that they sometimes monitor and save "instant 
messaging." Yet no audio files and no instant messages are in any productions. Please confirm that 
Morgan Stanley is searching for such materials. 

6. Organizational Chart 

We are surprised that Morgan Stanley has still found no organizational charts showing where 
Hubler and his team fit into the Morgan Stanley organization. It seems likely that some planning would 
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have gone into Hubler's new shorting program, which appears to have started first with the STACK 
CDO, and then moved onto an entire department on the 25th floor of Morgan Stanley's headquarters. 
Please confirm that Morgan Stanley has no organizational charts showing where Hubler or any of the 
other STACK custodians fit in the Morgan Stanley organization. 

7. Clayton & Due Diligence Reports 

No due diligence reports have been produced regarding the STACK CDO collateral assets. 
Please advise when these reports will be produced. 

C. CDIB's Points 

1. Search Terms 

One of the issues Morgan Stanley raised during the discovery conference relates to CDIB's 
purported "failure" to identify the search terms it has used to search for responsive documents. While 
CDIB disagrees with Morgan Stanley'S contention, and in fact, has told Morgan Stanley on numerous 
occasions the search terms it is using, CDIB agreed to provide Morgan Stanley a list of the search terms 
it has used to date. That list is attached as Exhibit A. As we stated during the conference, however, the 
list is not exhaustive and CDIB will continue to add to it as it continues its production, which is not yet 
complete. We also pointed out that despite Morgan Stanley'S repeated complaints about CDIB's 
"refusal" to identify search terms, Morgan Stanley has not proposed a single term it believes CDIB 
should use. Morgan Stanley agreed to provide a list of proposed search terms once it has had the 
opportunity to review CDIB's search terms another time. We look forward to receiving Morgan 
Stanley'S proposed search terms. 

2. Custodians 

During the conference, Morgan Stanley requested that CDIB identify the custodians whose files 
have been searched. CDIB's productions to date have been made from files previously collected by 
CDIB from Philip Tsao, Jamie Huang and Frances Liu. These files are in the "STACK User" folder. 
CDIB has found additional electronic files for Jamie Huang and Emily Ku and is producing documents 
from those files as well. As we have explained, however, Jamie Huang and Frances Liu are likely to 
have most of the key documents. Also, Emily Ku is also likely to have documents regarding the 
parties' dealings after the STACK sale occurred in April 2007. CDIB is continuing to search for 
documents from the files of these individuals and others who are likely to have relevant information in 
a prioritized way. We continue to search for, and provide documents from, the foregoing custodians 
and will next focus on Jerry Cheng and Jesse Chou. The search period for everything other than 
information concerning Morgan Stanley'S argument that it persuaded CDIB to "ratify" Morgan 

718213_1 
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Stanley's fraud is January 2006 through April 2007. We are looking for documents suggesting Morgan 
Stanley told com that it had defrauded com for a longer time period, including 2009. Although we 
have searched for and produced documents from the 20] 0 period, we do not believe it makes sense to 
focus on producing documents dated after 2009. Please let us know whether you disagree and why. 

Next, we note that Jim's June 5, 2012 letter incorrectly states that com agreed to provide a 
chart identifying the custodians for the November 2011 production on a document~by~document basis 
by June 8, 2012. com will provide the requested information as soon as possible, but at no time 
during the discovery conference did com represent that it would provide that information by today's 
date. We are thinking ofthe best way to resolve the issues you raised about that production and expect 
to have a solution next week. 

3. CDIB's Investments in Other U.S. Mortgage~Related Securities 

Morgan Stanley also asked com to identify its investments in U.S. mortgage~related securities. 
As we explained during the conference, com is working to compile a list of its investments in addition 
to the two com previously identified, Southcoast and Countrywide, and a third, Nautilus, that Morgan 
Stanley identified based on its review of the documents com has produced to date. com has also 
identified a Westways coo and a Freddie Mac & Fannie Mae CMO that are potentially responsive and 
is searching for documents about those transactions. Thus, at this time we believe there are five 
potentially relevant U.S. mortgage-related investments: Southcoast COO; Nautilus COO; Westways 
COO; Freddie/Fannie CMO; and Countrywide COS. com continues to work to identify any other 
U.S. mortgage~related investments and will update Morgan Stanley ifit identifies any other investments 
during the relevant time. 

4. CDIB Organizational Structure 

As com has explained several times, and as we reiterated during the conference, com has 
been unable to locate a formal organizational chart identifying the com personnel involved in the 
STACK COO investment and other U.S. mortgage-related investments. com will continue to search 
for one. In lieu of a formal organizational chart, com agreed to provide and Morgan Stanley agreed to 
accept a narrative description of the departments and personnel who may have participated in the 
STACK COO deal and other U.S. mortgage-related investments. Accordingly, the following reflects 
CDm 's current understanding of the relevant groups and personnel. Their positions may have changed 
over time. 

Global Fixed Income Oepartment 
• Philip Tsao, President/Head of Fixed Income 
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Treasury Department 
• Jamie Huang, Senior Vice President of Treasury Department 

• Johnny Liu, Senior Vice President of Treasury Department 

• Frances Liu, Head of the Credit Derivatives Trading Desk 

• Emily Ku, Credit Derivatives Trading, Desk Trader 

• Jerry Cheng, Credit Derivatives Trading, Desk Trader 

• Jesse Chou, Credit Derivatives Trading, Desk Trader 

• Ching-Ming Chao, Compliance 

Risk Management Department 
• David Chou, Senior Vice President of Risk Management/Chief Risk Management 

Officer 

• Ching-Ping Lin, Manager of Risk Management Department 

• Chang-Ju Chen, Person-in-Charge, Risk Management Department 

Credit Department 
• Tong-Ching Lin, Senior Manager, Credit Department 

• Bing-Chen Chang, Person-in-Charge, Risk Management Department 

Operation Department 
• Lydia Cheng, Operation Department Manager 

• Calvin Lee, Person-in-Charge, Operation Department 

• Kinya Li, Person-in-Charge, Operation Department 

• Kelly Chen, Person-in-Charge, Operation Department 

• Rozanna Mao, Manager, Operation Department 

718213_1 
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D. CDIB's Discovery Extension Proposal 

During the conference, CDm proposed what it believes is a reasonable extension to the current 
fact discovery schedule. Specifically, CDm proposed that the parties complete all document 
production by August 31, 2012. Once that production is complete, the parties will propose deadlines 
for any additional, targeted discovery and any third-party discovery. CDm also proposed that the 
parties participate in court-supervised discovery conferences every 30 days to discuss any unresolved 
issues and provide updates on the status of each party's document production. The next conference is 
scheduled for July 13, 2012 at 11 :00 a.m. 

Please let us know when you are available to meet and confer about the foregoing issues. 

JCD:mm 
Attachment 

718213_1 

Very truly yours, 

~~e. 
C/iASON C. AVIS 

,,, 
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Southcoast 
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Morgan Stanley creates new trading group Page 1 of2 

F:INANC NEWS 
Monday, 17 October 2011 

Morgan Stanley creates new trading group 

Renee Schultes and Jonathan Sibun 

17 Apr 2006 

MO},99J1 S~nJ~y- has moved five traders from its secliritised products group to a mew proprietary 
trading desk in New York, 

The global proprietalY credit group will be run like a hedge fund and focus on trading opportunities in 
secured asset classes in the cash and derivatives markets. 
Howie Hubler, rnanagtng directol will head the team and reporl to Tony Tufarielio l global head of the 
secllrlt ised products group 

The group has moved floors within tile banK and could trade with other banks. 

Its establishment is pali. of a reorganisation of tile secllritised products group, Wllich will separate 
buysicle client business from principal activities, previously part of the client businesses. 

Thirty staff, including structurers, researchers, support staff and the five traders, will move to the 
principal business. Tufariello told staff in a memo the move would "enhance our client-oriented sales 
and trading businesses and take advantage of proprietary trading and investment opportunities" 

JohrL.Mac:k, Morgan Stanley chief executive, identified mortgages, emerging markets, leveraged 
finance and derivatives as the bank's best opportunities last November. 

The principal group will include global commercial real estate lending and warehousing, the residential 
principal group and the global proprietary credit group. The client-facing group will cover secondalY 
trading, capital markets and issuer coverage of asset-backed securities. 
A Morgan Stanley spokesman said it was considering whether to replicate the US reorganisation in 
London. 

In a similar move, Cltigroup restructured its securitisation business last week to al ign it more closely 
with its proprietary trading business. William CummIng, former co-head of securitised markets, will lead 
the global special situations group in Europe. 

In January, Citigroup created a joint venture between the group involved in proprietary trading and its 
global securitised markets group. The two groups book investments centrally but share risk and profits. 

Who is the 'Go!dman Sachs rules the world' tradal? 

http://www.efinancialnews.com/story/200G··04-1 7 imorgan-stan ley-creates-new-trading-gr. .. 101 t 7/20 I 1 
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Learn from the 
investrnent professionals. 

FINANCE JOBS 

BNY ~tfELLON 
ASSET SERV1C!NG 

POSTA JOB 

Junior GSE Trader - UBS AG 

Commercial Finance Analyst - Robert Half 

Finance Analyst - Robert Half 

Credit & Portfolio Function Manager - Citigroup 

Inc. 

More jobs from FINS com» Finance careers newsletten) 

Page 2 of2 
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A Death 
of Interest 

Howie Hubler had grown up in New Jersey ,and played 
football at Montclair State College. Everyone who met him noticed, i 

his thick football neck and his great huge head and his overbearing 

manner, which was interpreted as both admirably direct and a mask. 

He was loud and headstrong and bullying. "When confronted with' 

some intellectual point about his trades, Howie wouldn't go to an 

intellectual place," said one of the people charged with supervising' 

Hubler in his early days at Morgan Stanley. "He would go to 'Get 

the hell out of my face.'" Some people enjoyed Hubler, some people 

didn't, but, by early 2004, what others thought didn't really matter 

anymore, because for nearly a decade Howie Hubler had made money , 

trading bonds for Morgan Stanley. He ran Morgan Stanley'S asset­

backed bond trading, which effectively put him in charge of the firm's 

bets on subprime mortgages. Right up to the point the subpriIlle 

mortgage bond market boomed, and changed what it meant to be 

an asset-backed bond trader, Hubler's career had resembled Greg 

Lippmann's. Like every other asset-backed bond trader, he'd been 
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playing a low-stakes poker game rigged in his favor, since nothing had 

ever gone seriously wrong in the market. Prices fell, but they always 

carrie back. You could either like asset-backed bonds or you could love 

asset~backed bonds, but there was no point in hating them, because 

there was no tool for betting against them. 

Inside Morgan Stanley, the subprime mortgage lending boom cre~ 

ated a who-put-chocolate-in-my peanut-butter moment. The firm had 

heen a leader in extending into consumer loans the financial tech­

nology used to package corporate loans. Morgan Stanley's financial 

intellectuals-their quants-had been instrumental in teaching the 

r;tting agencies, Moody's and S&P,how to evaluate-CD Os on pools of 

asset-backed bonds. It was only natural thatsoIrieone inside Morgan 

Stanley should also wonder if he might invent a credit default swap on 

an asset-backed bond. Howie Hubler's subprime mortgage desk was 

creating bonds at a new and faster rate. To do so, Hubler's group had 

, to "warehouse" loans, sometimes for months. Between the purchase 

of the loans' and the sale of the borids made up of those loans, his 

group was exposed to falling prices. "The whole reason we created the 

" , credit default swap was to protect the mortgage desk run by Howie 

Hubler,"said one of its inventors. If Morgan Stanley could find some­

one to sell it insurance on its loans, Hubler could eliminate the market 

risk of warehousing home loans. 

.' ~s originally conceived, in 2003, the suhprime mortgage credit 

default swap was a one-off, nonstandard insurance contract, struck 

, . between Morgan Stanley and some other bank or insurance company, , 

",outside the gaze of the wider market. No ordinary human being had 

:everheard of these credit default swaps or, if Morgan Stanley had its 

, .,' waY,' ever would. By design they were arcane, opaque, illiquid, and 

conveniently difficult for anyone but Morgan Stanley to price. 

r;c:'C'~e~;poke." in market pariance. By late 2004 Hubler had grown cynical 

certain subprime mortgage bonds-and wanted to find clever 

to bet, against them. The same idea had occurred to Morgan 
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Stanley's intellectuals. In early 2003 one of them had proposed that 

they cease to be intellectuals and form a little group that he, the intel­

lectual, would manage--a fact that the traders would quickly forget. 

"One of the quants actually creates all this stuff and they [Hubler 

and his traders] stole it from him," said a Morgan Stanley bond sales­

woman who observed the proceedings up close. One of Hubler's close 

associates, a trader named Mike Edman, became the official creator 

of a new idea: a credit default swap on what amounted to a timeless 

pool of subprime loans. 

One risk of' betting against subprime loans was that, as long as 

house prices kept rising, borrowers were able to refinance, and payoff 

their old loans. The pool of loans on which you've bought insurance 

shrinks, and the amount of your insurance shrinks with it. Edman's 

credit default swap solved this problem with some fine print in its 

contracts, which specified that Morgan Stanley was buying insurance. 

on the last outstanding loan in the pool. Morgan Stanley was. making 

a bet not on the entire pool of subprime home loans but on the few 

loans in the pool least likely to be repaid. The size of the bet, however, . 

. remained the same as if no loan in the pool was ever repaid. They had 

bought flood insurance that, if a drop of water so much as grazed any 

part of the house, paid them the value of the entire house. 

Thus designed, Morgan Stanley's new bespoke credit default 

swap waS virtually certain one day to payoff. For it to payoff in full ." 

required losses in the pool of only 4 percent, which pools of subprime . ". 

mortgage loans experienced in good times. The only problem, from 

the point of view of Howie Hubler's traders, was finding a Morgan 

Stanley customer stupid enough to take the other sid~ of the bet­

that is, to get the customer to sell Morgan Stanley what amounted to 

home insurance on a house designated for demolition. "They found 

one client to take the long side of the triple"B tranche of some piece '. 

of shit," says one of their former colleagues, which is a complicated ..•. 
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way of saying that they found a mark. A fool. A customer to be taken 

advantage of. "That's how it starts-it drives Howie's first trade." 

By early 2005 Howie Hubler had found a sufficient number of fools 

in the market to acquire 2 billion dollars' worth of these bespoke 

credit default swaps. From the point of view of the fools, the credit 

default swaps Howie Hubler was looking to buy must have looked 

like free money: Morgan Stanley would pay them 2.5 percent a year 

over the risk-free rate to own, in effect, investment-grade (triple-B­

rated) asset-backed bonds. The idea appealed especially to German 

institutional investors, who either failed to read the fine print or took 

the ratings at face value. 

By the spring of 2005, Howie Hubler and his traders believed,with 

reason, that these diabolical insurance policies they'd created were 

dead certain to pay off. They wanted more of them. It was now, how­

ever,. that Michael Burry began to agitate to buy standardized credit 

default swaps. Greg Lippmann at Deutsche Bank, a pair of traders at 

Goldman Sachs, and a few others came together to hammer out the 

details of the contract. Mike Edman at Morgan Stanley was dragged 

kicking and screaming into their discussion, for the moment credit 

default swaps on subprime mortgage bonds were openly traded and 

standardized, Howie Hubler's group would lose their ability to peddle 

their murkier,;more private version. 

It's now April 2006, and the subprime mortgage bond machine is 

, roaring. Howie Hubler is Morgan Stanley's star bond trader, and his 

.. group of eight traders is generating, by their estimate, around 20 per­

". cent of Morgan Stanley's profits. Their profits have risen from roughly 

. $400 million in 2004 to $700 million in 2005, on their way to $1 billion' 

, in 2006. Hubler will be paid $25 million at the end of the year, but he's 

longer happy working as an ordinary bond trader. The best and 

,jhe brightest Wall Street trad~rs are quitting their big firms to work at 

·.hedge funds, where they can make Ilot tens but hundreds of millions. 
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was costing us two hundred million dollars." To offset the running 

cost, Hubler decided to sell some credit default swaps on triple-A-. 

rated subprime CDOs, and take in some premiums of his own." The 

problem was that the premiums on the supposedly far less risky triple­

A-rated·CDOs were only one-tenth of the premiums on the triple-Bs, 

and so to take in the same amount of money as he was paying out, 

he'd need to sell credit default swaps in roughly ten times the amount 

he already owned. He and his traders did this quickly, and appar­

ently without a great deal of discussion, in half a dozen or so massive 

trades, with Goldman Sachs and Deutsche Bank and a few others. 

By the end of January 2007, when the entire subprime mor.tgage 

bond industry headed to Las Vegas to celebrate itself, Howie Hubler.· 

had sold credit default swaps on roughly 16 billion dollars' worth of 

triple-A tranches of CDOs. Never had there been such a dear expres­

sion of the delusion of the elite Wall Street. bond trader and, byexten­

sion, the entire subprime mortgage bond market: Between September 

2006 and January 2007, the highest-status bond trader inside Morgan .' 

Stanley had, for all practical purposes, purchased $16 billion in triple­

A-rated CDOs, composed entirely of triple-B-rated subprime mortgage 

bonds, which became valueless when the WlderlYlng pools of subprime 

loans experienced losses of roughly·g percent. In effect, Howie Hubler 

was betting that some of the triple-B-rated subprime bonds would go . 

bad, but not all of them. He was smart enough to be cynical about his 

market but not smart enough to realize how cynical he needed to be. 

Inside Morgan Stanley, there was apparently never much question 

whether the company's elite risk takers should be allowed to buy $16 

billion in subprime mortgage bonds. Howie Hubler's proprietary 

trading group was of course required to supply information about 

•. Here it's useful to remember that selling a credit default swap on a thing 
leaves you with the saII),e financial risk as if you owned it. If the triple-A 
CDO .ends up being worth zero, you lose. the same amount whether you 
bought it outright or sold a credit default swap on it. 
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its trades to both upper management and risk management, but the 

information the traders supplied disguised the nature of their risk. 

The $16 billion in subprime risk Hubler had taken on showed up in 

Morgan Stanley's risk reports inside a bucket marked "triple A"­

which is to say, they might as well have been U.S. Treasury bonds. 

They showed up again in a calculation known as value at risk (VaR). 

The tool most commonly used by Wall Street management to figure 

out what their traders had just done, VaR measured only the degree to 

which a given stock or bond had jumped around in the past, with the 

recent movements receiving a greater emphasis than movements in the 

more distant past. Having never fluctuated much in value, triple-A­

rated subprime-backed CDOs re~stered on Morgan Stanley's internal 

reports as virtually riskless. In March 2007 Hubler's traders prepared 

a presentation, delivered by Hubler's bosses to Morgan Stanley'S 

board of directors, that boasted of their "great structural position" in 

the subprime mortgage market. No one asked the obvious question: 

What happens to the great structural position if subprime mortgage 

borrowers begin to default in greater than expected numbers? 

Howie Hubler was taking a huge risk, even if he failed to com­

municate it or, perhaps, understand it. He'd laid a massive bet on 

very nearly the same CDO tranches that Cornwall Capital had bet 

against, composed of nearly the same subprime bonds that FrontPoint 

Partners and Scion Capital had bet against. For more than twenty 

years, the bond market's complexity had helped the Wall Street bond 

trader to deceive the Wall Street customer. It was now leading the 

bond trader to deceive himself. 

At issue was how highly correlated the prices of various subprime 

mortgage bonds inside a CDO might be. Possible answers ranged 

from zero percent (their prices had nothing to do with each other) to 

100 percent (their prices moved in lockstep with each other). Moody's 

and Standard & Poor's judged the pools of triple-B-rated bonds to 

have a correlation of aroWld 30 percent, which did not mean anything 
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like what it sounds. It does not mean, for example, that if one bond 

goes bad, there is a 30 perceritchance that the others will go bad too. 

It means that if one bond goes bad, the others experience very little 

decline at all. 

The pretense that these loans were not all essentially the same, 

doomed to default en masse the moment house prices stopped rising, 

had justified the decisions by Moody's and S&P to bestow triple-A rat­

ings on roughly 80 percent of every CDO. (And made the entire CDO 

business possible.) It also justified Howie Hubler's decision to buy 16 

billion dollars' worth of them. Morgan Stanley had done as much as 

any Wall Street firm to persuade the rating agencies to treat consumer 

loans as they treated corporate ones-as assets whose risks could be 

dramatically reduced if bundled together. The people who had done 

the persuading saw it as a sales job: They knew there was a difference 

between corporate and consumer lqans that the rating agencies had 

failed to grapple with. The difference was that there was very little 

4istory to work with in the subprime mortgage· bond market, and 

no history at alI of a collapsing national r~al estate market. Morgan 

Stanley's elite bond traders did not spend a lot ·of time worrying about 

this. Howie Hubler trusted the ratings. 

The Wall Street bond traders on the other end of the phone ftom 

Howie Hubler came away with the impression that he considered 

these bets entirely risk-free. He'd collect a tiny bit of interest ... for 

nothing. He wasn't alone in this belief, of course. Hubler an,d a trader 

at Merrill Lynch argued back and forth about a possible purchase 

by Morgan Stanley, from Merrill Lynch, of $2 billion in triple-A 

CDOs. Hubler wanted Merrill Lynch topayhim 28 basis points (0.28 

percent) over the risk-free rate, while Merrill Lynch only wanted to 

pay 24. On a $2 billion trade--a trade that would, in the end, have 

transferred a $2 billion loss from Merrill Lynch to Morgan Stanley,.;­

the two traders were arguing over interest payments amounting tb 

$800,000 a year. Over that sum the deal fell apart. Hubler had the 
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same nit-picking argument with Deutsche Bank, with a difference. 

Inside Deutsche Bank, Greg Lippmann was now hoilering at the top 

of his lungs that these triple-A CDOs could one day be worth zero. 

Deutsche Bank's CDO machine paid Hubler the 28 basis points he 

craved and, in December 2006 and January 2007, cut two deals, of. 

$2 billion each. "When we did the trades, the whole time we were 

both like, 'We both know there is no risk in these things, '" said the 

Deutsche Bank CDO executive who dealt with Hubler. 

In the murky and cutj.ous period from early February to June 2007, 

the subprime mortgage market resembled a giant helium balloon, 

bound to earth by a dozen or so big Wall Street firms. Each firm held 

its rope; one by one, they realized that no matter how strongly they 

pulled, the balloon would eventually lift them off their feet. In June, 

one by one, they silently released their grip. By ediCt of CEO Jamie 

Dimon, J.P. Morgan had abandoned the market by the late fall of 

2006. Deutsche Bank, because of Lippmann, had always held on tenu­

ously. Goldman Sachs was next, and did not merely let go, but turned 

and made a big bet against the subprime market-further accelerating 

the balloon's fatal ascent. * When its subprime hedge funds crashed in 

June, Bear Stearns was forcibly severed fromits line--and the balloon 

• drifted farther from the ground. 

• The timing of Goldman's departure from the subprime market is inter­
esting. Long after the fact, Goldman would claim it had made that move 
inDecember 2006. Traders at big Wall Street firms who dealt with Gold­
man felt certain that the firm did not reverse itself until the spring and early 
summer of 2007, after New Century, the nation's biggest subprime lender, 
filed for bankruptcy. If this is indeed when Goldman "got short," it would 
explain the chaos in both the subprime market and Goldman Sachs, per­
ceived by Mike Burry and others, in late June. Goldman Sachs did not leave 
the house before it began to burn; it was merely the first to dash through the 
exit-and then it closed the door behind it. 
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Not long before that, in April 2007, Bowie Hubler, perhaps having 

misgivings about the size of his gamble, had struck a deal with the guy 

who ran the doomed Bear Stearns hedge funds, Raiph Cioffi. On April 

2, the nation's largest subprime mortgage lender, New Century, was 

swamped by defaults and filed for bankruptcy. Morgan Stanley would 

sell Cioffi $6 billion of his $16 billion in triple-A CDOs. The pricehatl 

fallen a bit-Cioffi demanded a yield of 40 basis points (0.40 percent) 

over the risk-free rate. Hubler conferred with Morgan Stanley's presi­

dent, Zoe Cruz; together they decided that they'd rather keep the sub­

. prime risk than realize a loss that amounted to a few tens of millions 

of dollars. It was a decision that wound up costing Morgan Stan~ey 

nearly $6 billion, and yet Morgan Stanley's CEO, John Mack, never got 

involved. "Mack never came and talked to Howie," says one of Hubler's 

closest associates. "The entire time, Howie n~ver had a single sit-down 

with Mack."* 

By May 2007, however, there was a growing dispute between 

* There is some dispute about the conversations between Hubler and Cruz. 
The version of events offered by people close to Zoe Cruz is t~at she was 
worried about the legal risk of doing business with Bear Steams's troubled 
hedge funds, and that Hubler never completely explained the risk of triple-. 
A-rated CDOs to her, and led her to believe that Morgan Stanley stood no 
chance of suffering a huge loss-probably because Hubler himself didn't 
understand the risk. Hubler's friends claim that Cruz seized effective control· 
of Hubler's trade and prevented him from ditching some large chunk of his 
triplecA CDOs. In my view, and in the view of Wall Street traders,Hubler's 
story line is far less plausible. "There's no fucking way he said, 'I have to 
get out now' and she said no," says one trader dose to the situation. "No 
way Howie ever said, 'If we don't get out now we might lose ten billion dol­
lars.' Howie presented her with a case for not getting out." The ability of 
Wall Street traders to see.themselves in their success and their management 
in their failure would later be echoed, when their firms, which disdained the 
need for government regulation in good times, insisted on being rescued by 
government in bad times. Success was individual achievement; failure was a 
social problem. 
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Howie Hubler and Morgan Stanley. Amazingly, it had nothing to do 

with the wisdom of owning $16 billion in complex securities whose 

value ultimately turned on the ability of a Las Vegas stripper with 

five investment properties, or a Mexican strawberry picker with a 

single $750,000 home, to make rapidly rising interest payments. The 

dispute was over Morgan Stanley's failure to deliver on its promise 

to spin Hubler's proprietary trading group off into its own money 

management firm, of which he would own 50 percent. Outraged by 

Morgan Stanley's foot-dragging, Howie Hubler threatened to quit . 

To keep him, Morgan Stanley promised to pay him, and his trad­

ers, an even bigger ~unk of GPCG's profits; In 2006, Hubler had 

been paid $25 million; in 2007, it was understood, he would make 

far more. 

A month after Hubler and his traders improved the terms of trade 

between themselves and their employer, Morgan Stanley finally 

asked the uncomfortable question: What happened to their mas­

sive subprime mortgage market bet if lower-middle-class Americans 

defaulted in greater than expected numbers? How. did the bet per­

form, for instance, using the assumption of losses generated by the 

most pessimistic Wall Street analyst? Up to. that point, Hubler's bet 

had been "stress tested" for scenarios in which subprime pools expe­

rienced losses of 6 percent, the highest losses from recent history. 

Now Hubler's traders were asked to imagine what would become 

of their bet if losses reached 10 percent. The demand came directly 

from Morgan Stanley'S chief risk officer, Tom Daula, and Hubler 

and his traders were angered and disturbed that he would issue it. 

"It was more than a little weird," says one of them. "There was a lot 

of angst about it. It was sort of viewed as, These folks don't know 

what they're talking about. If losses go to ten percent there will be, 

like, a million homeless people." (Losses in the pools Hubler's group 

had bet on would eventually reach 40 percent.) As a senior Morgan 

Stanley executive outside Hubler's group put it, "They didn't want 
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to show yo,u the results. They kept saying, That state of the world 

can't happen." 

It took Hubler's traders ten days to produce the result they really 

didn't want to show anyone: Losses of 10 percent turned their compli­

cated bet in subprime mortgages from a projected profit of $1 billion 

into a projected loss of $2.7 billion. As one senior Morgan Stanley 

executive put it, "The risk officers came, back from the stress test 

looking very upset." Hubler and his traders tried to calm him down. 

Relax, they said, those kinds of losses will never happen. 

The risk department had trouble relaxing, however. To them it 

seemed as if Hubler and his traders didn't fully un'derstand their own 

gamble. Hubler kept saying he was betting against the subprime bond 

market. But if so, why did he lose billions if it collapsed? As one senior 

Morgan Stanley risk manager put it, "it's one thing to bet on red or 

black and know that you are betting on red or black It's another to , 

bet on a form of red and not to know it." 

In early July, Morgan Stanley received its first wake-up call. It came 

from Greg Lippmann and his bosses at Deutsche Bank, who, in aeon" 

ference call, told Howie Hubler and his bosses that the $4 billion in 

credit default swaps Hubler had sold Deutsche Bank's CDO desk six 

months earlier had moved in Deutsche Bank's favor. Could Morgan 

Stanley please wire $1.2 billion to Deutsche Bank by the end of the 

day? Or, as Lippmai:m actually put it~ccording to someone who 

heard the exchange--Dude, you owe us one'point two billion .. 

. Triple-A-rated subprime CDOs, of which there were now hundreds 

of billions of dollars' worth buried inside various Wall Street firms, 

and which were assumed to be riskless, were now, according to Greg 

Lippmann, only worth 70 cents on the dollar. Howie Hubler had 

the same reaction. What do you mean seventy? Our model says they 
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are worth ninety-five, said one of the Morgan Stanley people on the 

phone call. 

Our model says they are worth seventy, replied one of the Deutsche 

Bank people. 

Well, our model says they are worth ninety-five, repeated the 

Morgan Stanley person, and then went on about how the correla­

tion among the thousands of triple-B-rated bonds in his CDOs was 

very low, and so a few bonds going bad didn't imply they were all 

wo~hless. 

At which point Greg Lippmann just said, Dude, fuck your model. 

I'll make you a market. They are seventy-seventy-seven. You have 

three ch~ices. You can sell them back to me at seventy. You can buy 

some more at seventy-seven. Or you can give me my fucking one point 

two billion dollars. 

Morgan S,tanley didn't wan~ to buy any more subprime mortgage 

bonds. Howie Hubler didn't want to buy any more subprime-backed 

bonds: He'd released his grip on the rope that tethered him to the 

rising balloon. Yet he didn;t want to take a loss, and insisted that, 

&spite his unwillingness to buy more at 77, his triple-A CDOs were 

. still worth 95 cents on the dollar. He simply handed the matter to his 

superiors, who conferred with their equivalents at Deutsche Bank, and 

finally'agreed to wire over $600 million. The alternative, for Deutsche 

Bank, was to submit the matter to a panel of three Wall Street banks, 

• randomly selected, to determine what these triple-A CDOs were actu­

ally worth. It was a measure of the confusion and delusion on Wall 

Street that Deutsche Bank didn't care to run that risk. 

At any rate, from Deutsche Bank's point of view, the collateral 

wasn't that big a deal. "When Greg made that call," said a senior 

,Deutsche Bank executive, "it was like last on the list of the things 

we needed to do to keep our business running. Morgan Stanley had 

seventy billion dollars in capital. We knew the money was there." 
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There was even some argument inside Deutsche Bank as to whether 

Lippmann's. price was accurate. "It was such a big number;" said 

a person involved in these discussions, "that a lot of people said it 

couldn't possibly be right. Morgan Stanley couldn't possibly owe us 

one point two billion dollars." 

They did, however. It was the beginning of a slide that would end 

just a few months later, in a conference call between Morgan Stanley's 

CEO and Wall Street's analysts. The defaults mounted, the bonds uni­

versally crashed, and the CDOs composed of the bonds followed. Sev­

eral times on the way down, Deutsche Bank offered Morgan Stanley 

the chance to exit its trade. The first time Greg Lippmann called him, 

Howie Hubler might have exited his $4 billion trade with Deutsche 

Bank at a loss of $1.2 billion; the next time Lippmann called, the price 

of getting out had risen to $1.5 billion. Each time, Howie Hubler, or 

one of his traders, argue4 about the price, and declined to exit. "We 

fought with those cocksuckers aU the way down," says one Deutsche 

Bank trader. And, all the way down, the debt cQllectors at Deutsche 

Bank sensed the bond traders at Morgan Stanley misunderstood their 

own trade. They weren't lying; they genuinely failed to understand the 

nature of the subprime CDO. The correlation among triple-B-rated 

subprime bonds was not 30 percent; it was 100 percent. When one 

collapsed, they all collapsed, because they were 'all driven by the same 

broader economic forces. In the end, it made little sense for a CDO 

to fall from 100 to 95 to 77 to 70 and down to 7. The s~bprime bonds 

beneath them were either all bad or all good. The CDOs were worth 

either zero or 100. 

At a price of 7, Greg Lippmann allowed Morgan Stanley to exit a 

trade it had entered into at roughly 100 cents on the dollar. On the 

first $4 billion of Howie Hubler's $16 billion folly, the loss came to 

roughly $3.7 billion. By then Lippmann was no longer speaking to 

Howie Hubler, because Howie Hubler was no longer employed at 
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Morgan Stanley. "Howie was on :this vacation thing for a few weeks," 

says one member of his group, "and then he never came back." He'd 

been allowed to resigni~ October 2007, with many millions of dol­

lars the firm had promised him at the end of 2006, to prevent him 

from quitting. The total losses he left behind him were reported to 

the Morgan Stanley board as a bit more than $9 billion: the single 

largest trading loss in the history of Wall Street. Other firms would 

lose more, much more; but those losses were typically associated with 

the generation of subprime mortgage loans. Citigroup and Merrill 

Lynch and others sat on huge piles of the things when the market 

crashed, but these were the by-product of their CDO machines. They 

owned subprime mortgage-backed CDOs less for their own sake 

than for the fees that their deals would generate once they had sold 

them. Howie Hubler's loss was the result of a simple bet. Hubler and 

his traders thought they were smart guys put on earth to exploit the 

market's stupid inefficiencies. Instead, they simply contributed more 

inefficiency. 
Retiring to New Jersey, with an unlisted number, Howie Hubler 

took with him the comforting sense that he was not the biggest fool 

at the table. He might have let go of the balloon rope too late to save· 

Morgan Stanley, but, as he fell to earth, he could look up at the bal­

loon drifting higher in the sky and see WaH Street bodies still dan­

gling from it. In early July, just days before Greg Lippminn had called 

him to ask for $1.2 billion, Hubler had found a pair of buyers for his 

triple-A-rated CDOs. The first was the Mizuho Financial Group, a 

trading arm of Japan's second biggest bank. As a people, the Japanese 

had been bewildered by these new American financial creations, and 

steered clear of them. Mizuho Financial Group, for some reason that 

would remain known only to itself, set itself up as a clever trader of 

U.S. subprime bonds, and took $1 billion in subprime-backed CDOs 

off Morgan Stanley's hands. 
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The other, bigger, buyer was. UB5-which took $2 billion in Howie 

Hubler's triple-A CDOs, along with a couple of hundred million: 

dollars' worth of his short position in triple-B-rated bonds. Tharis, 

in July, moments before the market crashed, UBS looked at Howie .. 

Hubler's trade and said, "We want sqme of that, too." Thus Howie i 

Hubler's personal purchase of $16 billion in triple-A-rated CDOs 

dwindled to something like $13 billion. A few months later,seeking 

to explain to its shareholders the $37.4 billion it had lost in the U.S;' . 

subprime markets, UBS would publish a semi-frank report, in which 

it revealed that a small group of u.s. bond traders employed QY UBS 

had lobbied hard right up until the end for the bank to buy even more : 

of other Wall Street firms' subprime mortgage bonds. "If people had 

known about the trade, it would have been open revolt," said one UBS ... 

bond trader close to the action. "It was a very controversial trade in 

UBS. It was kept very, very secret. There were a lot of people, had 

they known the trade was happening, would have screamed eight ways 

from Sunday. We took the correlation trade off Howie's hands when 

everyone knew the correlation was one." (Which is to. say, 100 percent.) . 

He further explained that the traders atUBS who executed the trade 

were motivated mainly by their o~n models~which, at the moment 

of the trade, suggested they had turned a profit of $30 million. 

On December 19, 2007, Morgan Stanley held a call for inves~ 

tors. The company wanted to explain how a trading loss of $9.2: 

billion-give or take a few billion-had more than overwhelmed the • 

profits generated by its fifty thousand or so employees. "The results: '. 

we announced today are embarrassing for me; for our firm," began 

John Mack. "This was a result of an error in judgment incurred on 

one. desk in our Fixed Income area, and also a failure to manage tha,t 

risk appropriately. . . . Virtually all write downs this quarter were 

the result of trading about [sic] a single desk on our mortgage busi~ . 

ness." The CEO explained that Morgan Stanley had certain "hedges"' 
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MS_CDIB_000101643 (2) 
From: "chang, LUCY \ (FID\)" <Lucy.chang@morganstanley.com> 
To: "Hubl er, Howard \ (FID\)" <Howard.Hubler@morganstanley.com> 

"zaremba, Tracey \(FID\)" <Tracey.zaremba@morganstanley.com> 
"pearce, John \ (FID\)" <John.pearce@morganstanley.com> 
"Horowitz, Jonathan \(FID\)" <Jonathan.Horowitz@morganstanley . com> 
"Naggar, Joseph \(FID\)" <JOSeph.Naggar@morganstanley.com> 
"MOCCO, Raymond \ (FID\)" <Raymond . Mocco@morganstanley.com> 
"Taylor, zachary \ (FID\ )" <zachary.Taylor@morganstanley.com> 
"Blumberg, philip \ (FID\ )" <philip.Blumberg@morganstanley . com> 
"Jones, Graham \ (FID\)" <Graham.Jones@morganstanley.com> 
"smetana, caroline Reiss \(FID\) " <Caroline.R.smetana@morganstanley . com> 

BCC: nobody@autoreply.ms.com 
Date: Feb 15 2006 21:28:55 
Subject: updated: proposed CDO warehouse committee 

when: Friday, February 17, 2006 8:30 AM-9: 00 AM (GMT-05:00) Eastern Time (us & 
canada) . 
where: 1585 / 2G 

*-*-*-*-*-*-*-*-*-* 

Agenda: 
1) STACK CDO 

Dial-In Information is as follows: 
Domestic: 1.800.761.8522 
International: 1.617.801.9619 
3+ Dial In: 3+761-5581 
3+761-5582 
chairperson Passcode: 83735853 
participant passcode : 70617084 

confidential 
MS_CDIB_000101643 

page 1 
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Securitization.Net http://www.securitization.netinews/arti cle.asp?id=364&aid=7712&print=Y 
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FREE Three-week trial of Asset-Backed Alert's newsletter 

Trader Axed, Others Next at Morgan Stanley 
Asset Backed Alert, Harrison Scott Publications Inc. (November 9, 2007) 

( secur;tizatiOn:;;;;;/~) 

-----your free source for structured finance information 

Morgan Stanley has dismissed at least one trader who contributed to billions of dollars of losses it suffered on investments tied to sub prime 
mortgages. 

Managing director Howard "Howie" Hubler, who had been running a proprietary trading unit that saw its fortunes crumble when the debt market 
took a dive this summer, was fired Nov. 2. Just days later, word got out that Morgan Stanley would join other Wall Street firms that have been 
taking huge writedowns on mortgage-related holdings. 

Morgan Stanley had set up Hubler's so-called global proprietary credit group in April 2006 to trade a range of structured products with an 
undisclosed amount of the bank's own money. His unit had been turning a handsome profit until the market tanked just over a year later. 

More firings are a virtual certainty. In fact, the jobs of all 20-30 staffers in Hubler's unit are in jeopardy, if they aren't gone already. "You always 
cut off the head first," one trader said. 

Morgan Stanley said Wednesday that it had lost $3.7 billion on investments related to subprime mortgages in the first two months of its fiscal 
fourth quarter, which began Sept. 1. A day earlier, The Wall Street Journal reported that two analysts had pegged the bank's probable 
writedowns at $3 billion to $6 billion for its entire fourth quarter. 

Unlike its rivals, Morgan Stanley doesn't appear to be taking most of those hits because it warehoused troubled assets or retained securities as 
an underwriter. Rather, the losses stem mainly from proprietary activities that left it with a hefty exposure to CDOs backed by pools of 
subprime-mortgage bonds. 

The extent to which the declines are directly linked to Hubler's team isn't clear, but it stands to reason that his group's activities played a major 
role. While Morgan Stanley declined to comment, speculation had already been brewing for some time that the unit would eventually have to 
own up to losses. 

The bank, known as one of the most sophisticated proprietary traders on the street, also lost $480 million on quantitative stock trades during 
the third quarter, according to the Wall Street Journal. 

Morgan Stanley formed Hubler's group as part of a move that split its structured-product trading desk into two. On one side is a "principal" unit 
tasked with boosting profits by betting Morgan Stanley's own cash - something the bank became interested in after seeing rival Goldman Sachs 
post big profits through proprietary trades. On the other side, a "client-facing" group deals with outside customers. 

Hubler, regarded as a star trader, was allowed to hand-pick the staffers for his diviSion, which fell within the principal unit They included a 
number of well-respected proprietary traders and dealmakers. 

One of them, Joseph Naggar, jumped to a buys ide position at hedge fund operator GoldenTree Asset Management about two weeks ago. 
Insiders at Morgan Stanley say Naggar wasn't necessarily headed for the chopping block at the time, but that his move may have been 
motivated by fears that Hubler's unit would be dissolved. 

Naggar was a right-hand man to Hubler, playing a key role in orchestrating many of the team's risky CDO trades. Word is that he started 
reaching out to GoldenTree months ago. 

4112/20123 :33 PM 
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Confident~al 

SPG CDO Warehouse Committee Minutes 
February 17, 2006 

The committee met to approve a new transaction: STACK 2006-1. 

STACK 2006-1 
• $SOOlVllvl mezzanine cash/synthetic ABS CDO for TCW 
• Seeking warehouse approval for up to $SOOMl\1 of($175MM cash and $325MM 

synthetic) (rated Ba3IBB- or better) 
• 6 month commitment 

Actions 

• The warehouse line for STACK 2006-1 was approved as presented. 

Presenters 

Graham Jones, Jon Horowitz 

Attendees 

Jon Horowitz, Zach Taylor, Joe Naggar, Erik Siegel, Caroline Reiss Smetana, Graham 
Jones, John Pearce (phoned in) 



EXHIBIT 11 



Confi.denti.al 

EXECUTION COPY 

PREFEREN~~ SHARE PURCHA SE AGREEMENJ: 

This PREFERENCE SHARE PURCHASE AGREEMENT, dated as of April 11, 
2006 (this "Agreement"), between STACK 2006-1 LTD., a company duly incorporated and 
existing under the laws of the Cayman Islands (the "Issuer"), and MORGAN STANLEY 
ASSET FUNDING INC. , a Delaware corporation (the "Purchaser"). 

WHEREAS, on or prior to the date hereof, the Issuer has duly authorized the issuance 
and sale of 170,000 or more uncertificated preference shares, par value US$O.OI per share 
(the "Preference Shares") which will be sold to the Purchaser in accordance with the terms of 
this Agreement at a price ofUS$l,OOO per share; 

WHEREAS, the Issuer intends to purchase, from time to time, certain Collateral Debt 
Securities (as defined below) and to finance the purchase of such Collateral Debt Securities 
by selling Preference Shares to the Purchaser; 

WHEREAS, the Issuer and TCW Asset Management Company ("TCW") have 
entered into an interim collateral management agreement (the "Interim Collateral 
Management Agreement"), dated as of the date hereof, pursuant to which TCW will act as 
interim collateral manager to the Issuer (in such capacity, the "Interim Collateral M~n~") 
in order to facilitate the acquisition of such Collateral Debt Securities by the Issuer; and 

WHEREAS, the Issuer intends to enter into a hybrid cash/synthetic collateralized 
debt obligation transaction (the "CDO Transaction"); 

NOW, THEREFORE, the parties hereto agree as follows: 

SECTION 1. Deflllitions. 

"Account Control Agreement" : the account control agreement, dated as of the date 
hereof, among the Trustee, the Issuer and the Purchascr. 

"Accrual Rate": (x) if such Collateral Debt Security is a floating rate obligation, 
LIBOR plus the Discount Margin and (y) if such Collateral Debt Security is a fixed rate 
obligation, LIBOR plus the Swap Equivalent Spread. For purposes of this definition, 
"Discount Margin" means the discount margin of such Collateral Debt Security and "Swap 
Equivalent Spread" means the spread of such Security over the swap curve, in each case, as 
agreed upon by the Purchaser and the Interim Collateral Manager, on behalf of the Issuer, at 
the time the Issuer purchases such Collateral Debt Security. 

"Aggregate RedemQtion Balance" : as of any time of determination, an amount not 
less than zero equal to ( a) the sum of all Purchase Prices paid by the Purchaser (whether or 
not subsequently repaid), minus (b) the aggregate amount of payments made to the Purchaser 
whether in cash pursuant to Section 7(b) or by application of Fair Market Values pursuant to 
Section 7(c) to reduce the Aggregate Redemption Balance prior to such time. 

"Approval Procedures": the procedures specified in Schedule A. 
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SCHEDULE A 

Approval Procedures 

1. General Rule. The Issuer may not purchase or enter into any commitment to 
purchase any Collateral Debt Security or enter into any Hedge Position unless such Security 
or Hedge Position has been Approved by the Purchaser and such Approval has not lapsed or 
been rescinded, in each case as described below. 

2. Standard for Approval. A Security or Hedge Position will be considered 
"Approved" by the Purchaser if approved by both ( a) the Morgan Stanley trader specifi ed in 
the table below for the relevant asset class and (b) a member of the Morgan Stanley CDO 
structuring desk actively involved in the CDO Transaction; provided, however, that (i) each 
such approval shall automatically lapse upon the earlier to occur of the close of business on 
the fifth Business Day after the approval has been given or the date on which the Issuer or 
the Interim Collateral Manager, as applicable, obtains actual knowledge of a material adverse 
event with respect to such Security or Hedge Position and (ii) any such approval may be 
withdrawn by Morgan Stanley at any time prior to the time at which the Issuer actually 
becomes obligated to purchase such Security or enters into such Hedge Position. 

3. Approval Mechanics. Ben Friedland will serve as the point person at Morgan 
Stanley for approval of any Security or Hedge Position. Such point person will contact the 
Morgan Stanley trader and CDO structuring desk contact that must approve the Security or 
Hedge Position . The Issuer (or the Interim Collateral Manager on behalf of the Issuer) will 
request approval for each specific Security andlor Hedge Position over the phone, via 
Bloomberg Financial Markets Commodities News or via email. The Morgan Stanley trader 
for each asset class who is required to provide approval of each Security and any related 
Hedge Position is: 

Asset Class 

Subprime RMBS 

CDOs 

Credit Cards, Auto 

CMBS, Real Estate cnos, REITs 

Resi A, Alt. A 

Trader 

John Pearce 

Erik Siegel 

John Pearce 

Scott Stelzer 

Gary Mendelsohn 

Once the Issuer or the Interim Collateral Manager has received Approval on behalf of 
the Issuer and executes the purchase of a Security, the Interim Collateral Manager' s sales 
coverage shall promptly provide a trade ticket with respect to such Approved Security and a 
confirmation with respect to the related Approved Hedge Position to the Morgan Stanley 
operations group. 

4. Approval Review Process. The Purchaser will typically conduct the review of 
a Security or Hedge Position during the trading day on which such Approval is requested, 
and will use its best efforts to conduct the review within 48 hours ITom the time all requested 

NY2.1162225011 2IYRQ$12! .DOC\61058.0064 
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information (other than information that cannot be obtained without unreasonable cost or 
delay) has been provided to Morgan Stanley. 

S. Informational Requirements. While the Purchaser would not expect to do so 
in all cases, the Purchaser or its affiliate may ask the Issuer (or the Interim Collateral 
Manager on behalf of the Issuer) to provide information (other than information that cannot 
be obtained without unreasonable cost or delay) on certain Collateral Debt Securities prior to 
providing its approval with respect thereto, including, but not limited to, the following: 

(i) New Issue Bonds: Most up-to-date prospectus, rating presale report, 
term sheet and/or preliminary prospectus, sources and uses, and verification of modeling by 
third party service (e.g. Trepp, Intex, or Conquest). 

(ii) Additional Information for Secondary Purchases: Most recent 
remittance or relevant trustee report, servicer watch list and explanation of delinquent loans 
on CMBS deals, if applicable. 

(iii) Additional Information for Below Investment Grade Bonds: Asset 
Summary Report books (if available) and internal credit memo. 

In addition, the Interim Collateral Manager will provide to Morgan Stanley regular 
updates regarding the status of the Collateral Debt Securities (including, to the extent 
reasonably available, the collateral underlying the Collateral Debt Securities) and the Hedge 
Positions and any additional information reasonably requested and reasonably available with 
respect to the Collateral Debt Securities and/or the Hedge Positions (including, without 
limitation, final deal documentation, cdi files and additional collateral stratifications). 

A-2 
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Morgan Stanley, Not Goldman, Was the Real CDO Hitter - Deal Journal - WSJ Page 1 of2 

MVRNINGMARKETBEAT + 
A new, daily pre-market briefing authored by the WSJ's Steven Russolillo and Paul Vigna 

Click to sign up today 

THE WAIL STREET JOURNAL, 
WSJ.<>..""', 

May 13,2010, 11 :54 AM ET 

Morgan Stanley, Not Goldman, Was the Real CDO 
Hitter 
ByMichael Corkery 

Goldman Sachs may be synonymous with COOs thanks to the SEC allegations and last month's epic 

Congressional hearing. 

But it was Morgan Stanley traders who came across as the real hitters in the mortgage business. In his book 

"The Greatest Trade Ever: The Behind-The-Scenes Story of How John Paulson Defied Wall Street and Made 

Financial History," the WSJ's Greg Zuckerman described a visit between Morgan and Paulson traders in 2006. 

At the time, Morgan traders were far ahead of Paulson in figuring how to make big so-called short bets against 

the mortgage market: 

Brad Rosenberg, Paulson's bond trader, invited two Morgan 

Stanley traders, John Pearce and Joseph Naggar, to visit the 

office, hoping to learn more about the market and include 

Morgan Stanley as one of its brokers on Paulson's big trade. 

Pearce and Naggar showed up in khaki pants and polo shirts, 

saying they didn't have much time to talk because they were late 

for a golf outing with other clients. 

"Let's try to make this as brief as we can," Naggar said. Pellegrini 

and Rosenberg, in suits and ties, handed the Morgan Stanley 

traders a list of subprime mortgage-backed bonds that the firm 

was hoping to bet against. 

"Here are the names we'd like to put more shorts on," Pellegrini 

said. Pearce and Naggar didn't seem to have much interest in 

trading with Paulson's team, though, or in spending time on their 

questions. 

http://blogs.wsj .comldealsl201 0105/ 13/morgan-stanley-not-goldman-traders-were-the-rea1-... 8/1512012 
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"It sounds like a good trade; maybe we'll do it," Pearce said, with 

a laugh. Pearce wasjust humoring them, Rosenberg thought. As 

they ended the meeting, Pearce said, "Well, ifwe get more 

capacity, we'll put it onfor you." 

Pearce and Naggar already had placed a few bearish subprime 

tradesfor their ownfirm, though they didn't want to let that on 

in the meeting. 

Page 2 of2 

Contrast the swagger of the polo-shirt wearing Morgan traders with the profile that has emerged of Goldman 

COO trader Fabrice Tourre, who expressed personal misgivings to his girlfriends about selling mortgage 

securities, and his stoic appearance at that congressional hearing . (Still, Tourre does refer to himself as the 

"Fabulous" Fab in one oft-quoted email, so he doesn't lack at least ironic confidence) 

Of course, Morgan Stanley's overall mortgage bets resulted in multi-billion dollar mortgage-related losses in 2007 

and 2008, which brought the firm to the brink of collapse. Goldman and Paulson profited handsomely from their 

mortgage bets. That in large part explains why Goldman, Tourre and Paulson are such targets of public and 

lawmaker anger, and why Morgan's traders will likely remain footnotes in the history of the mortgage collapse. 

Copyright 2008 Dow Jones & Company, Inc. All Rights Reserved 
Th is copy is for your personal, non-commercial use on ly. Distribution and use of this material are governed by our Subscriber Agreement and by 

copyright law. For non-personal use or to order multiple copies, please contact Dow Jones Reprints at 1-800-843-0008 or visit 
www.djreprints.com 
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LexisNexis® 

LENGTH: 794 words 

HEADLINE: People Briefs 

BYLINE: HedgeWorld Staff 

BODY: 

Copyright 2008 Pro Quest Information and Learning 
All Rights Reserved 
ProQuest SuperText 

Copyright 2008 HedgeWorld USA 
Reuters Hedgeworld (New York) 

April 3, 2008 Thursday 

Former Morgan Exec Joins Highland 

NEW YORK (HedgeWorld.com) - Gary Mendelsohn, the former head of the prime and near-prime residential 
mortgage-backed securities business at Morgan Stanley, joined Highland Financial Holdings Group LLC as managing 
director and senior portfolio manager. 

Mr. Mendelsohn was charged with trading fixed-rate and adjustable- rate agency-backed securities, non-agency 
AAA securities, subordinates, residuals and derivatives in his role at Morgan. Before that he was co-head of Morgan's 
residential whole loan trading business. 

HFH Group is an alternative asset management firm that specializes in fixed-income securities. 

Andrews Kurth Creates Subprime and Distressed Practice 

HOUSTON - Corporate and litigation law firm Andrews Kurth LLP has formed a mixed disciplinary practice 
group, the Subprime and Distressed Assets Practice, to provide counsel on subprime-related issues such as assessment 
of potential claims and liabilities, responding to regulatory inquiries and creating strategic plans to respond to antici­
pated litigation. 

The main team will be made up of senior patiners and counsel, including partners Alihur Felsenfeld and Peter 
Goodman in New York. It also includes Robert Godlewski, patiner; Chris Allen, counsel; and Tom Perich, partner, in 
Houston; and partners Bill Compton, David Barbour and Pat Sargent in Dallas. 

The firm also has a team of former prosecutors to assist clients in the event of regulatory inquiry. This regulatory 
group is led by partner Spence Barasch, who is the former associate director in the Securities and Exchange Commis­
sion's Fort Worth, Texas, office. 

"Both the SEC and the [Federal Bureau ofInvestigation] are investigating numerous companies for accounting 
fraud, insider trading and other violations related to risky loans," said Mr. Barasch in a statement. "Dealing with regula­
tory agencies is always a delicate endeavor, and is even more so in an environment where government agencies are 
viewing the subprime loan industry as the latest Enron'-style headline-making corporate scandal. Having competent and 
experienced counsel is essential." 

Gain Capital Appoints CFO 

BEDMINSTER, N.J. - Retail foreign exchange trading and services provider Gain Capital Holdings Inc. appointed 
Henry C. Lyons as chief financial officer. He joins the firm from ACI Worldwide where he was senior vice president 
and CFO. He has more than 20 years of financial experience. 



Mr. Lyons will report to Gain Chief Executive Glenn Stevens in this newly created role. He will be responsible for 
financial accounting and reporting, strategic business planning and forecasting and corporate development and investor 
relations activities for Gain and its subsidiaries. 

Life Settlement Adds Biz Development Head 

NEW YORK - Life Settlement Solutions Inc., a provider of life settlements, appointed Tony Corrado Acquadro as 
vice president of business development. Mr. Acquadro will head the firm's New York office and reports to ChiefExecu­
tive Larry Simon. 

Mr. Acquadro .i oins LSS from Da Vinci Investment Advisors Inc., where he was chairman. 

"Life settlements are a non-correlated alternative asset class that provide an attractive investment solution for insti­
tutional investors searching for alpha and true diversification," said Mr. Simon in a statement. "We are pleased to have 
Tony lead our dedicated marketing effort as the industry gains significant traction among sophisticated investors." 

NyamiNyami Launches Alternatives Job Site 

AUSTIN, Texas - Niche job network NyamiNyami Holdings LLC has launched PrivateEquityJobs.com, a fee­
based recruiting web site for the private equity and hedge fund industries. It is the first site in a planned network of al­
ternative investment job sites, according to a statement. 

The site aims to facilitate communication between candidates, hiring firms and service providers. After getting the 
core services to market, NyamiNyami plans to eventually add more content for candidates such as articles about market 
dynamics, career advice, interactive webinars, question-and-answer sessions with industry members and salary and 
compensation surveys. 

"Our market analysis indicated a need for a dedicated resource for candidates, hiring firms, recruiters and profes­
sional firms that provides a focused and secure community for all stakeholders, ensuring interests are aligned in a man­
ner that drives business success for all parties," said Simms Browning, chief executive of Private Equity Jobs. com. "The 
Internet has become one of the primary methods for communication and research for firms and candidates and niche 
web sites are continuing to dominate the online job search market, with approximately 64% of all job searches." 

NyamiNyami Holdings is the parent corporation of Private Equity Jobs. com. 

CORRECTION: 

LOAD-DATE: April 4, 2008 
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From: 
Sent: 
To: 
Subject: 

Siegel, Erik (FlO) [Erik.Siegel@morganstanley.comJ 
Tuesday, August 08, 20064:28 PM 
Horowitz, Jonathan (FlO) 
three items 

- p rop guys wo uld do a gsc type roll with magnetar and take e verything 
f rom single a and up 

- i didnt know we ""ere long galaxy senior notes 

- i am going to show the s La c k 5S to prop 

Highly Confi dential Investor Materials 
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Originator Distribution - STACK MS Counterparty 

All others < 3% each 
($32.4mm) 

Mortgage Asset 
Securitization 

Transactions, Inc 
($S.Omm) 

DB Conduit ($S.Omm) 

BNC Mortgage ($5.0mm) 

Argent ($10.0mm) 

CSFB ($20.0mm) 

Option One ($lO.Omm) 

New Century ($16.0mm) 

Countrywide ($lS.0mm) 

Ameriquest ($30.9mm) 

Fremont ($21.1mm) 
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From: 
Sent: 
To: 
Subject: 

Horowitz, Jonathan (FID) [Jonathan .Horowitz@morganstanley.com] 
Tuesday, February 28, 2006 12:30 AM 
Jones, Graham (FID) 
RE: TCW Closing Event 

Good idea. Let's invite him 

J onathan Ho r owitz - Executive Director 
Morgan Stanley I Fixed Income 
1585 Broadway I Floor 02 
New York, NY 10036 
Phone: +1 212 761-14g7 
Fax: +1 212 507-4511 
Jonathan.Horowitz@morganstanl ey.com 

-----Original Message----­
From: Jones, Graham ( FID ) 
Sent: Monday, February 27, 2006 7:22 PM 
To: Horowitz, Jonathan (FID) 
Subject: Re: TCW Closing Event 

Jon 

I am available on that day. It might also be appropriate to invite 
Loris. He did t he most work o f any anal ys ts in support of the deal as 
we approa ch ed closing and post close. 

Graham 

Graham Jones 
Morgan Stanley 
1585 Broadway 
New York, NY, 10036 
Phone: +1 212 761 - 206 1 
Graham.Jones@morganstanley.com 

-----Original Message----­
From: Horowitz, Jonathan (FID ) 
To: Hubler, Howard (FID); Naggar, Joseph (FID); Pearce, John (FIDI; 
Hershy , Robert (FID); Friedla nd, Benjamin (FID ); Jones, Graham (FID); 
Miteva, Elena (FID) 
CC: Rehkamp, Catherine (FID ) 
Sent: Mon Feb 27 12:24:02 2006 
Subject: TCW Closing Event 

All: 

We're doing a TCvJ clos i ng event at the Mario Andretti Racing School in 
Las Vegas . Dates are limited, and TCW propos e d April 8. Note -- this 
is a Saturday (we couldn't do this during the week). Can you let me 
know if you are able to make it? If this works for enough people, we'll 
need to book this right away. 

Thanks 

Jonathan Horowitz - Executive Di rec t or 
Morgan Stanley I Fixed Income 

Confidential MS CDIB 000103970 
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Phone: +1 212 761-1497 
Fax: +1 212 507-4511 
Jonathan.Horowitz@morganstanley.com 
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From: 
Sent: 
To: 
Cc: 
Subject: 

Angela 
Fantas tic j ob. 
Thank you. 
Laya 

Khadjavi, Laya (FlO) [Laya.Khadjavi@morganstanley.com] 
Thursday, March 22, 2007 2:18 PM 
Horowitz, Jonathan (FlO); O'Antonio, Stephen (FlO) 
Siegel, Erik (FlO); Liu, Angela (FlO) 
Re: STACK 06-1 

Sent from my BlackBerry Wireless Handhe ld 

----- Original Messag e ----­
From: Horowitz, Jona tha n (FlO) 
To : D' Antonio, Stephen (FlO] 
Cc: Khadjavi, Laya (FlO); Siegel, Erik (FID); Liu, Angela (FlO) 
Sent : Thu Mar 22 09:00:37 2007 
Sub ject : STACK 06-1 

Steve, 

We sold $275MM of the STACK 06-1 S5 to China Development and I ndu strial Bank , a Taiwanese 
account. Level is +52 (unfunded). Great work by Angela Liu getting this done for us! 

Jon 

Jonathan Horowitz - Managing Director 

Morgan Stanley I Fixed Income 

1585 Broadway I Floor 02 

New York, NY 10036 

Phone: +1 212 761-1497 

Fax: +1 212 507-4511 

Jonathan.Horowitz@morganstanley .com 
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From: 
Sent: 
To: 
Cc: 
Subject: 

grt job . 

Siegel, Erik (FlO) [Erik.Siegel@morganstanley.com] 
Thursday, March 22, 200712:45 PM 
Liu, Angela (FlO); Horowitz, Jonathan (FlO) 
Lim, JUOY (FlO); Lu, Lydia (FID); D'Antonio, Stephen (FlO) 
RE: STACK I 55 - CDIB 

From: Liu, Angela (FID) 
Sent: Thursday, March 22, 2007 8:43 AM 
To: Horowitz, Jonathan (FID); Siegel, Erik (FID) 
Cc: Lim, JUDY (FID): Lu, Lydia (FID) 
Subject: STACK I SS - CDIB 

Thanks for the great work from Lydia Lu, CDIB leaves us the following 
order on STACK I: 

- $275MM CDS on STACK I Supersenior swap btb with MS 
- written confirmation from MS that they are assigned as the controlling 
class 
- Aaa/AAA rating of the underlying tranche 
- Deal listed on Bloomberg 
- Commitment fee of 52bps 
- Funded coupon of L+67bps 

Thanks f o r the trade 

Angela Liu - Vi c e President 
Morgan Stanley I Securi tized Products Group 
Three Exchange Square I Floor 29 
Central, Hong Kong 
Phone: +852 2848 7181 
Cell: +852 9189 0616 
Fax: +852 3407 5431 
Angela.Y.Liu@morganstanley. com 

Confidential 
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From: 
Sent: 
To: 
Subject: 

Lim, JUDY (FlO) [JUOY,LlM@morganstanley,com] 
Friday, March 23, 200712:33 AM 
Lu, Lydia (FlO) 
Fw: COIB 

----- Ori ginal Message ----­
From: Horowitz, Jonathan (FID) 
To: Lim, JUDY (FID) 
Sent: Thu Mar 22 23:14:47 2007 
Subject: CDIB 

Judy, 

I j ust wanted to post you on a trade which Lydia Lu got done today with CDIB. The client 
sold protection on the supersenior tranche of a mezzanine ABS CDO, STACK 2006-1 . One of 
our mos t important axes right now is moving our ABS CDO supersenior risk, and this trade 
is a huge success for us. Thanks again for your help! 

Jon 

Jonathan Horowitz - Managing Director 

Mo rga n St anley I Fixed Income 

1585 Broadway I Floor 02 

New York, NY 10036 

Phone: +1 212 761-1497 

Fax: +1 212 507-45 11 

Jonathan.Horowitz@morganstanley.com 

Confidential 
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Message#: 14102 7 
Message Sent: 02/28/2007 10:11 :37 
From: MSCDOTRADE@b l oomberg.netIMS CDO TRADING 1 MORGAN STANLEYI 3 063140745 
To: TUXEDOl@bloomberg.netiGAIL MCDONNELL 1 MORGAN STANLEY 13063140745 
To: PMULLEN1@bloomberg.netIPAUL MULLENIMORGAN STANLEYI3063140745 
To: IVANA@bloomberg.netIIVANA KOMARCEVICIMORGAN STANLEYI3063140745 
To: LJPACE@bloomberg.netiLAWRENCE PACEIMORGAN STANLEY 1 30631 4155 
To: OHAYON@bloomberg.ne tIERIC OHAYONIMORGAN STANLEYI3063174543 
To: DGLADSTONE@bloomberg.netIDAVID GLADSTONEIMORGAN STANLEY & CO. 130631379239 
To: DKAVOUR@blo ombe rg.netIDIMITRI KAVOURIMORGAN STF~LEY13063140745 
To: JANGLADE@bloomberg.netIJEROME ANGLADEIMORGAN STANLEYI3063174543 
To: ARTHURLAI@bloomberg.netIARTHUR LAIIMORGAN STANLEYI3063115451 
To: RASK@bloomberg.netIJESPER RASMUSSEN 1 MORGAN STANLEYI3063174543 
To: MARMSTRONG@bloomberg.netIMICHAEL ARMSTRONGIMORGAN STANLEY & 
CO. 1306311J0232 7 
To: TIMJENNISON@bloomberg.netITIM JENNISONIMORGAN STANLEY BANKI30631124468 
To: CBUDD@bloomberg.ne tICHRISTIE BUDD IMORGN{ STANLEY & CO. 13063 1503592 
To: JPEARCE@bloomberg.netIJOHN PEARCEIMORGN~ STANLEYI3063140745 
To: BROUS @bloomberg.ne tl LEONJI.RD BROUS 1 MORGN{ STANLEY 13 063140745 
To: BPATERSON@bloomberg.n e tIBOB PATERSONIMORGAN STANLEY 1 3063 I 40745 
To: DWRIGHTl@bloomberg.netIDAVID WRIGHTIMORGAN STANLEYI3063174543 
To: SHOLLANDS@bloomber g.netISTEVEN HOLLAN DSIMORGAN STANLEY 1 30 6 317454 3 
To: EDSTIKER@bloomberg.ne t INED STIKERIMORGAN STANLEY 1 3063 140745 
To: YFUNABIKI@bloomberg.netIYOSHIRO FUNABIKIIMORGAN STANLEYI 3063140745 
To: THMOORE@bloombe rg . netITOM MOORE 1 MORGAN STANLEY & CO. 13063/194788 
To: SMAHADEVAN@bloombe rg.ne tISIVAN MAHADEVANIMORGAN STANLEY & CO.13063 13571 55 
To: SALVO@bloomberg.netISALVATORE ORLACCHIOIMORGAN STANLEYI306317454 3 
To: EDYU@bloomberg.netIEDWARD YUIMORGAN STN.LEY1 3063140745 
To: JUDYL@bloomberg.ne tIJUDY LINIMORGAN STNfLEY DW ASl3063 1302 307 
To: NMAO@bloomberg.netINAN HWA MAOIMORGAN STANLEY DW ASI30631 3 02 3 07 
To: PROSEN@bloomberg.n e tiPAULA ROSEN 1 MORGAN STANLEYl3063140745 
To: TMOSES@bloomberg.netITODD MOSES 1 MORGAN STANLEYI306314074 5 
To: DFEZER@bloomberg.ne tID1ANA FEZERIMORGAN STANLEYI3063174543 
To: WINDOW@bloomberg.ne tIMI CHAEL T NOLANIMORGAN STANLEY DENfl 3 063 1203582 
To: MJSARM@bloomberg.netl~~RK SHEEHY 1 MORGAN STANLEY DW 1NI3063 14 2 1139 
To: OHKEE@bloomberg.netIOHKEE KWONIMORGAN STANLEY BANKI30631600519 
To: MEDMAN@b1oomberg.netiMIKE ED~IIMORGAN STANLEYI3063140745 
To: CSTElv@bloomberg.ne tICOLIN STEWARTIMORGNf STANLEY 1 3 063140745 
To: IVIDREVICH@bloombe rg.netIIGOR VIDREVICHIMORGAN STANLEY 1 3063140745 
To: RINGNESS@bloomberg.netIART RINGNESSIMORGAN STANLEY 1 30631 4155 
To: MANT@b1oomberg.netiMARCO ANTONIOLIIMORGAN STANLEYI 3 063174543 
To: BFRIED@bloomberg.netIBEN FRIEDLANDIMORGAN STANLEY 1 3063 1 4155 
To: DANAP@bloomberg.netIPIERRE-ALAIN Dm~AIMORGAN STANLEY & CO.130631459338 
To: GWONG@bloomberg.netIGRACE WONGIMORGAN STANLEYI306 3 115451 
To: CORTESE@bloomberg.netIMICHELE CORTESEIMORGAN STANLEY 1 3063 126840 
To: MSSABO@bloombe rg.netIEDGAR SABOUNGHIIMORGAlI STANLEYI3063140745 
To: ROSSF@bloomberg.ne tIROSS FELDMANIMORGAN STN,LEYI3063140745 
To: PIETRANTONI@bloombe rg.netIROBERTO PIETRANTONIIMORGAN STANLEY DW 
IN 13063 147 3 698 
To: MATTZOLA@bloomberg.net II'1ATT ZOLAI MORGJI.N STANLEYI306317454 3 
To: KNAPPJ@bloombe r g.ne tIJESSE KNAPPIMORGm~ STN~LEY1 3 063140745 

To: SAWHITE@bl o omberg . netISTEVE WHITEIMORGAN STANLEY 1 3 063 174543 
To: RUTA@bloomberg.netIRUTA BRICKUSIMORGAN STANLEY & COMI 3 063 1161530 
To: MPAGLIARI@bloomberg.ne tIMICHAEL PAGLIARIIMORGAN STANLEY & CO.13063162 9094 
To: LRICHARDSON@blo omberg. net I LORRAINE RICHARDSON 1 MORGAlI STANLEY 1 306317454. 3 
To: JHEITZ@bloomberg.netiJEFFREY HEITZNERIMORGAN STANLEYI3063140745 
To: POHLY@bloomberg.net IMICHAEL B POHLYIMORGAN STANLEYl3063140745 
To: MKTMAI<ER@bloomberg.netIRICHARD BAKER I MORGAN STANLEY 1 3063174543 
To: RICHALAN@bloomberg.netIRICH PHILLIPSIMORGAN STANLEY & CO.13G631503592 

MS CDIB 0"00214'024 



To: EPOCHTAR@bloomberg.netIELAINE POCHTARIMORGAN STANLEY & CO. 130631402327 
To: BREKA@bloomberg.netIBRETT KALESKYIMOR~{ STANLEY 1 3063174543 
To: MCMN~@bloomberg.netIJOSEPH MCMANUS 1 MORGAN STANLEY & CO. 130631402327 
To: MBREN@bloomberg.netIMICHAEL BRENNANIMORGAN STANLEY 1 30631 40745 
To: ESAKI@bloomberg.netIHOWARD ESAKIIMORGAN STANLEYI3063140745 
To; HENNE@bloomberg.netIBRUCE HENNEMUTHIMORGAN STANLEY 1 30631 40745 
To: HHUBLER@bloomberg.netIHOWARD HUBLERIMORGAN STANLEY 1 30631 40745 
To: PAULG@bloomberg.netIPAUL GUTEKUNSTIMORGAN STANLEY & CO. 130631503592 
To: BRBURKE@bloomberg.netIBRENDAN BURKE 1 MORGAN STANLEY & CO. 130631503592 
To: LARRYMBS@bloomberg.netILARRY ROSATIINORGAN STANLEY 13063140745 
To: TSAX@bloomberg.netITON SAXTONINORGAN STANLEY 1 3063140745 
To: SHELREYNOLDS@bloomberg.netISHELDON REYNOLDSIMORGAN STANLEYI3063140745 
To: BROWNM@bloomberg.netIMICHAEL A. BROWNIMORGAN STANLEYI3063140745 
To: HONSUM009@bloomberg.netIHONSUM IPIMORGN, STANLEY DEANI30631304787 
To: PMACD@bloomberg.netIPATRICK MCDONALDIMORGAN STANLEYI306314155 
To: JAMIEZOE@bloomberg.netIDENNIS SCURLETISIMORGAN STANLEY I 30631 40745 
To: ECHN~1988@bloomberg.netIEVA CHANIMORGAN STANLEY DEANI30631304787 
To: ACHKAR@bloomberg.netIHABIB ACHKARINORGAN STANLEYI3063174543 
To: MILLERT@bloomberg.netITOM C MILLERIMORGAN STANLEY DW INI30631301027 
To: LEITCH@bloomberg.netIDONALD LEITCHIMORGAN STANLEYI3063140745 
To: EADSEADS@bloomberg.netIEADS JOHNSONIMORGAN STANLEY!3063140745 
To: LUNATIC@bloomberg.netIMARY ANN WEST!MORGAN STA}ILEY13063140745 
To; JGROES@bloomberg.netIJONATHAN GROESBECKIMORGAN STANLEY1306314155 
To: ROSEBUD@bloomberg.netIJIM CORCO~IMORGAN STANLEY DW INI30631641629 
To: WTHORMAN@bloomberg.netIWALTER THORMAN I NORGAN STANLEY13063140745 
To: YARED@bloomberg.netIYARED YAWAND-WOSSENIMORGAN STANLEY 1 3063140745 
To: DVM@bloomberg.netIDANIEL MAYNARDIMORGAN STANLEYI3063174543 
To: ROON@bloomberg.netIROBERT ROONEYIMORGAN STANLEYI3063174543 
To: JOCHAN@bloomberg.netIJOHNSON CHANIMORGN-J STANLEY13063115451 
To: KMJ@bloomberg.netITOM DRISCOLL1MORGAN STANLEYI3063140745 
To: DENNISDJB@bloomberg.netIDENNIS BURNSIMORGAN STANLEY I 3063140745 
To: EWAN@bloomberg.netIEWAN LAB ROM 1 MORGAN STANLEY 1 3063174543 
To: FOUCAUD@bloomberg.netIHUGUES DE FOUCAUDIMORGAN STANLEY & CO. 130631459338 
To: DMURPH@bloomberg.netIDAVID L MURPHYIMORGAN STANLEYI3063140745 
To: UVILSTRUP@bloomberg.netIULRICH VILSTRUP1MORGAN STANLEYI3063174543 
To: EMARCHOSKY@bloomberg.netIERNIE MARCHOSKYIMORGAN STANLEY DEANI306317855 
To: MCCARTHD@bloomberg.netIDARRAGH MCCARTHYIMORGAN STANLEYI3063174543 
To: PMONDELLI@bloomberg.netIPAUL MONDELLI I MORGAN STANLEYI3063174543 
To: BLOCKHEAD@bloomberg.netIBRYAN R WALTERIMORGAN STANLEY & CO. 130631503592 
To: WITTERDEAN@bloomberg.netIKEITH WHITEIMORGAN STANLEY DEN'130631126239 
To: MSDW@bloomberg.netIMARK WESTONIMORGAN STANLEY DEA}T13063143227 
To: TMAC@bloomberg.netITOM MCCAFFREYIMORGAN STANLEYI3063140745 
To: JROBINSON2@bloomberg.netIJOHN ROBINSONIMORGAN STA}TLEY13063140745 
To: GPMl@bloomberg.netIKAREN ORCZYKIMORGAN STANLEY13063140745 
To: MHOCH@bloomberg.netINIKE HOCHIHORGAN STANLEY DEANI306314847 
To: DREWZ@bloomberg.netIDREW ZAGER1MORGAN STANLEY DEAN13063111841 
To: MIMI@bloomberg.netINETTY TSAI1MORGAN STANLEY13063140745 
To: STELZER@bloomberg.netISCOTT STELZERIMORGAN STANLEY13063140745 
To: MSIDHU@bloomberg.netIMANWIN SIDHUIMORGAN STANLEY JAPAN13063141681 
To: PRASADA@bloomberg.netIAMOL PRASADIMORGN-J STANLEY13063140745 
To: RETAILDWR@bloomberg.netITONY PERNICEIMORGAN STANLEY DW INI30631421139 
To: GI1CMULLEN@bloomberg.netIGREG MCMULLEN 1 NORGNf STANLEY 13063140745 
To: MARTZ@bloomberg.netIKEVIN MARTZ I MORGAN STANLEY DW IN130631175616 
To: RMAHER2@bloomberg.netIRAYMOND MAHER I MORGAN STANLEY DW IN130631175616 
To: MLUECKE@bloomberg.netIMARK LUECKEIMOR~ STANLEY & CO. 130631503592 
To: LIP@bloomberg.netICRAIG LIPSAYIMORGAN STANLEY13063140745 
To: LEDET@bloomberg.netIHOWARD LEDET I MORGAN STANLEYl30631234522 
To: ADAM.KIRBY@bloornberg.netIADAM KIRBYIMORGAN STANLEYI3063140745 
To: WKADEL@bloomberg.netIWILLIAM KADELIMORGAN STANLEY DEANI3063112120 
To: JUNQIANMS@bloomberg.netIJUN QIANIMORGAN STPU,LEY13063115451 
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To: DEAN409@bloomberg.netITOM JULIAN"IMORGAN STANLEY DEAN 1 30631 15512 
To: ISBRAND@bloomberg.netIROBERT ISBRANDTSENIMORGN, STANLEY DW INI30631421139 
To: DANHUGHES@bloomberg.net!DAN HUGHESIMORGAN STANLEYI3063140745 
To: HERSHY@bloomberg.netIBOB HERSHYIMORGAN STANLEYI3063140745 
To: HNHENICK@bloomberg.netIHOWARD HENICKIMORGAN STANLEYI3063140745 
To: EHATALA1@b1oomberg.netIEILEEN HATALAIMORGAN STANLEYI306314154 
To: HANNANJIM@bloomberg.netIJIM HA}!NANIMORGAN STANLEY DEAN!3063170233 
To: JHALLIK@b1oorrIDerg.netIJAY HALLIKIMORGAN STANLEYI3063140745 
To: JGOULD@bloomberg.netIJEFFREY GOULDIMORGAN STANLEY DW INI30631421139 
To: EFRITZ@bloomberg.netIED FRITZIMORGAN STANLEY & CO. 130631503592 
To: CFANELLI@b1oomberg.netICHRIS FANELLIIMORGAN STANLEY I 3063140745 
To: EVANSW@bloomberg.netIWILLIAM EVANS 1 MORGAN STANLEY DEANI3063112120 
To: DUBE@bloomberg.netIMIKE DUBECKIMORGAN STANLEYI3063140745 
To: SDEru'@bloomberg.netISTEVEN DEAl! I MORGAN STANLEYI3063140745 
To: MCOUPPAS@bloomberg.netIMONIQUE COUPPASIMORGAN STANLEYl3063140745 
To: CORB@bloomberg.netIHOWARD CORBIMORGAN STANLEYI3063140745 
To: KCASSIDY2@b1oomberg.netIKEVIN CASSIDYIMORGAN STANLEY DW INI30631175620 
To: BBARRY2@b1oomberg.netIBRIAN BARRYIMORGN, STANLEYI3063140745 
To: IALAGIC@bloomberg.netIIRENA ALAGICIMORGAN STANLEY 1 30631 40745 
To: RED~@bloomberg.netIATSUO AKAIIMOR~ STANLEY JAPAN 1 30631 41681 
To: KABEL@bloomberg.netIKRISTIN ABELYIMORGAN STANLEY 1 3063140745 
To: KBEST2@bloomberg.netIKRISTIN BESTIMORGAN STANLEY 1 3063174543 
To: shalini.sriram@morganstanley.coml I 1 1 
To: rnonica.mehra@morganstanley.coml I 1 1 
To: eric.schneider@morganstanley.coml 1 I 
To: vanarkel@ms.coml I I I 
To: JMAUCERI22@bloomberg.netIJOHN MAUCERI 1 MORGAN STANLEY 1 30631 40745 
To: RVARGAS128@bloomberg.netIRUBEN VARGAS I MORGAN STANLEY & CO. 13063/357155 
To: EPOZZII@bloomberg.netIEMANUELE POZZIIMORGAN STANLEYI3063126840 
To: RBLEE@b1oomberg.netIBRI~) LEEIMORGAN STANLEYI3063140745 
To: ahsim.khan@morganstanley.coml I I 1 
To: lucy.chang@morganstanley.coml 1 I 1 
To: DBRODERICK@b100mberg.netIDEVON BRODERICK 1 MORGAN STANLEYI3063140745 
To: erik.siege1@rnorganstanley.coml 1 I 1 
To: JAHNAVI@bloornberg.netIJAHNAVI BHAGWATI!MORGAN ST~)LEYI3063174543 
To: MARRERO@bloornberg.netIMARGARITA MARRERO BELLO 1 MORGAN STANLEYl3063174543 
To: Marc.Eich@rnorganstanley.coml 1 1 1 
To: scprun@morganstanley.coml 1 I 1 
To: CSCHMIDLAPP1@bloomberg.netICOOPER SCHMIDLAPPIMORGAN STNiLEYI3063140745 
To: DOUDAV17@bloornberg.netIDOUG DAVIESIMORGAN STANLEYI3063140745 
To: patrick.russe1l@morganstanley.coml 1 1 1 
To: PLEHMP~N2@bloomberg.netIPHILIP LEHMANNIMORGAN STANLEY BANKI30631124468 
To: JSHARFIN@bloomberg.netIJACLYN SHARFINIMORGAN STANLEYI3063140745 
To: jeff.dudas@moxganstanley.coml I I 1 
To: m.AZIM1@bloorrberg.netIRANI NAZIMIMORGAN STANLEYI3063115451 
To: CHINWINNIE@bloomberg.netIWINNIE CHINIMORGAN STANLEY 1 3063140745 
To: RICHC@bloomberg.n-e-tIRICHARD COHENIMORGN{ STANLEY I 3063115451 
To: HARALD.EPPLE@MORGANSTANLEY.COMI 1 I 1 
To: DSANDOVAL@bloornberg.netIDIANNE SANDOVALIMORGAN STANLEYI3063174543 
To: enrico.donato@morganstanley.coml I 1 I 
To: JCHIOY1@bloomberg.netIJENNIE'ER CHIOYIMORGNi STANLEY D\<j ASI30631302307 
To: MJOLSON1@b1oomberg.netIMATT OLSONIMORGAN STANLEY & CO.1306314153 
To: GDELE01@bloornberg.netIGREGORY DELEO 1 MORGAN STANLEYI3063140745 
To: TBYATES@bloornberg.netITREVOR YATES 1 MORGAN STANLEY & CO.1306314153 
To: JBRILL@b1oornberg.net 1 JAYMIE BRILL 1 MORGN·) STANLEY & CO. 130631357155 
To: LWORLDS@bloornberg.netILEIGH WORLDSIMORGAN STANLEY DEANI3063143227 
To: LKATZ4@bloornberg.netILEIGH KATZIMORGAN STAl,LEY13063140745 
To: GGU02005@bloomberg.netIGORDON GUOIMORGruf STANLEY 1 3063115451 
To: ANTOINE@bloornberg.netIFRANCOIS ANTOINE I MORGAN ST~JLEY13D63174543 
Tu: Iled.stiker@morganstanley.coml I 1 1 
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To: RSHOWERS2@bloomberg.netIROBERT SHOWERSIMORGAN STA}TLEYI3063 I 40745 
To: PAJUSCO@bloomberg.netICARLO PAJUSCOIMORGAN STANLEYI3063174543 
To: LILINGKWAN@bloomberg.netILI LING KWANIMORGAN STANLEY DW ASI30631302307 
To: HENGZACH@bloomberg.netIZACHARY HENGIMORGAN STANLEY DW ASI30631302307 
To: AHUANG777@bloomberg.netIALLAN HUANG I MORGAN STANLEY DW ASI30631302307 
To: ZUNDELJP@bloomberg.netIJP ZUNDEL I MORGAN STANLEY I 30631 4155 
To: CDAULON@bloomberg.netICHARLES DAULON DU LAURENSIMORGAN STANLEY & 
CO. 130631459338 
To: ALEXFAR@bloomberg.netIALEXANDER FARIMORGAN STANLEYI3063140745 
To: IRENEYEN@bloomberg.netIIRENE YENIMORGAN STANLEY I 30631 40745 
To: JENFU@bloomberg.netIJENNIFER FUIMORGAN STANLEYI3063174543 
To: DSHENG1@bloomberg.netl DAVID SHENG I MORGAN' STANLEYI3063140745 
To: brendan.burke@morganstanley.coml I I I 
To: REARDONR@bloomberg.netIROBERT P. REARDON JR. I MORGAN STAI-,fLEYI3063140745 
To: KCAMMIE@bloomberg.netICAMMIE ~10KIMORGN~ STANLEY DEANI30631304787 
To: VIVIANCHEN@bloomberg.netIVIVIAN CHENIMORGAN STANLEY DEN{130631304787 
To: yared.yawand-wossen@morganstanley.coml 1 I 1 
To: JKIM1@bloomberg.netIJEAN KIMIMORGAN STANLEYI3063140745 
To: EWCHAN@bloomberg.netIEVA W CHAN 1 MORGAN STN-J'LEY13063115451 
To: WANGCHRIS@bloomberg.netICHRISTINE WANGIMORGN~ STA}TLEY13063115451 
To: KALUND@bloomberg.netIKARINA SCHMITT LUNDIMORGAN STANLEYI3063174543 
To: SHERBST@bloomberg.netISCOTT HERBSTIMORGAN STANLEYI3063140745 
To: SYLVER@bloomberg.netIRACHEL MOHABIRIMORGAN STANLEYI3063140745 
To: OPARRA@bloomberg.netIOMAR PARRAIMORGAN STANLEYI3063140745 
To: SHANESKIM@bloomberg.netISHANE KIMIMORGN~ STANLEY & CO. 130631219867 
To: JREECE@bloomberg.netIMARGRET GERTZIMORGAN STANLEY & CO. 130631219867 
To: CTORRIE@bloomberg.netICRAIG TORRIEIMORGAN STANLEY I 30631 40745 
To: kevin.martz@ms.coml I I 1 
To: j.raymond.maher@morganstanley.coml I 1 
To: mark.luecke@morganstanley.coml 1 I 1 
To; TRUSS05@bloomberg.netITINA RUSSOIMORGAN STANLEY/3063140745 
To: adam.kirby@morganstanley.coml I 1 1 
To: thomas.julian@morganstanley.coml I 1 
To: jay.hallik@morganstan1ey.com/ 1 1 I 
To: TDEGNAA@bloomberg.ne.t 1 TIM01'HY DEGNAN 1 MORGAN STANLEY & CO. 130631503592 
To; AGALANOl@bloomberg.net I ANDREW GALANO 1 MORGAN S'fANLEY & CO. 13063/503592 
To: JBLru,C0004@bloomberg.netIJAVIER BLANCOIMORGAN STA}JLEY & CO. 130631503592 
Attachment: 806684479468927 76681161. H'fM 
Subject: MS ABS CDO SUPER SENIOR OFFERINGS 
content-type: multipart/mixed; 
bouT}dary="jsdafkjksdfjkjksdfjkjdsfkjkdsfjdksfjkjsdfk" 

MS ABS CDO SUPER SENIOR OFFERING 

Please find attached MS offerings on Super Senior for cashflow CDO's. It 
is a mix of static, managed, mezz, high grade, trigger and no trigger 
deals, None of the deals are writedown structures. As well, we can 
entertain offering out ABS CDO protection vs Super Senior. 

In terms of levels, please call the desk to go over the specifics in 
terms of offer levels and spreads. 

Arca 06-1 Arca 06-2 Stack 06-1 Libertas III ZING 9 
Deal Status Closed Closed Closed In Mkt In Mkt 
Size ($MM) 161. 5 355.0 325.0 780.0 211. 0 
Deal Type Mezz ABS Mezz ABS Mezz ABS Mezz ABS CLO A 2 
Mged/Static Static Static Managed Managed Managed 
Selector/Mgr None TCW TCW Cohen Bros. ZAIS 
Attach 35% 35% 35% 35% 47% 
Detach 100% 100% 100% 100% 100'1> 

Halcyon 
Ramping 
1,275.0 
HG ABS 
Managed 
Halcyon 
15% 
100% 
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Amort Type 
WD Method 

Prorata 
No 

Prorata 
No 

AFC Risk Yes Yes 
Triggers See attached. 
Super Senior Funding Occurs 

Seq 
No 
No 

~ 806684479468927 76681161-35519-2788246.HTM 

Pro rata 
No 

Prorata Prorata 
No No 
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Message#: 111385 
Message Sent: 02/08/2007 09:1 6:55 
From: MSCDOTRADE@b10ornberg.netIMS CDO TRADING 1 MORGAN STANLEYI3063140745 
To: MHOMMEY@bloornberg.netIMIKE HOMMEYERIMORGAN STANLEYI3063140745 
To: TUXED01@bloornberg.netIGAIL MCDONNELLIMORGAN STANLEYI3063140745 
To: PMULLEN1@bloornberg.netIPAUL MULLENIMORGAN STANLEYI3063140745 
To: lVANA@bloornberg.netIIVANA KOMARCEVICIMORGAN STANLEYI3063140745 
To: LJPACE@b1oornberg.netl LAI-JRENCE PACE 1 MORGAN STANLEY 13063 14155 
To: OHAYON@bloornberg.netIERIC OHAYONIMORGAN STANLEYl3063174543 
To: DGLADSTONE@bloornberg.netIDAVID GLADSTONEIMORGN~ STANLEY & CO. 130631379239 
To: DKAVOUR@b1oornberg.netIDIMITRI KAVOURIMORGAN STANLEYl3063140745 
To : JANGLADE@bloornberg .netIJEROME ANGLADEIMORGAN STANLEYI3063174543 
To: ARTHURLAI@bloornberg.netIARTHUR LAIIMORGAN STANLEYl3063115451 
To: RASK@bl oornberg.netIJESPER RASMUSSENIMORGAN STN{LEY13063 174543 
To: MARMSTRONG@bloornberg.netIMICliAEL ARMSTRONGIMORGAN STANLEY & 
CO. 130631402327 
To: TIMJENNISON@bloornberg.netITIM JENNISONIMORGAN STANLEY BANKI30631124468 
To: CBUDD@bloornberg.netICHRISTIE BUDD 1 MORGAN STANLEY & CO. 130631503592 
To : JPEARCE@bloornberg.netIJOHN PEARCEIMORGN, STANLEYI3063140745 
To: BROUS@bloombe rg.netI LEONARD BROUSIMORGAN STANLEYl3063140745 
To : BPATERSON@bloornberg.netIBOB PATERSONIMORGAN STANLEYI30 63 140745 
To: DWRI GHTl@bloornberg.ne t IDAVID WRIGHTIMORGAN STANLEYI3063174543 
To: SHOLLF~DS@bloornberg.netISTEVEN HOLLANDSIMORGAN STANLEY 1 3063 174543 
To: EDSTIKER@bloornberg.netINED STIKERIMORGN, STANLEYI3063140745 
To: YFUNABIKI@bloomberg.netIYOSHIRO FUNABIKIIMORGAN STANLEYI3063140745 
To: THMOORE@bloomberg.net ITOM MOORE 1 MORGAN STN~LEY & CO. 13063 1194 78 8 
To: SMAHADEV~@bloornberg.netISIVAN MAHADEVAHIMORGAN ST~LEY & CO . 1306 313 5"115 5 
To: SALVO@bloomberg.netISALVATORE ORLACCHIOIMORGAN STANLEYI3063174543 
To: EDYU@b1oornberg.netIEDWARD YUIMORGAN STN,LEY13063140745 
To: JDMARZ@bloomberg.netIJOHN MARZONIEIMORGAN STANLEY DEANI3063112120 
To: JUDYL@bloomberg.netIJUDY LIMIMORGAN STN"LEY DW AS I3063 1302307 
To: ffl1AO@bloornberg.netINAN HWA MAOIMORGAN STANLEY DW ASI30631302307 
To: PROSEN@bloomberg.netIPAULA ROSEN 1 MORGAN STANLEY 1 3063140745 
To: TMOSES@bloomberg.netITODD MOSESIMORGAN STANLEYl3063140745 
To: DFEZER@bloornberg.netIDIANA FEZERIMORGAN STANLEYI3063174543 
To: WINDOW@bloornberg .netIMICHAEL T NOLANIMORGAN STANLEY DEANI30631 203582 
To: MJSARM@bloomberg.netIMARK SHEEHY 1 MORGAN STANLEY 0"\'1 IN 130631421139 
To: OHKEE@bloomberg.netIOHKEE KWONIMORGAN STANLEY BANKI30631600519 
To: MEDMAN@bloornberg.netIMIKE ED~rIMORGAN STANLEYI3063140745 
To: CSTEW@bloornberg.ne tICOLIN STEWARTIMORGN, STANLEYI3063140745 
To : IVIDREVICH@bloomberg.netIIGOR VIDREVICHIMORGAN STANLEYI306314 0745 
To: RINGNESS@bloomberg.netIART RINGNESSIMORGAN STANLEYI306314155 
To: MANT@bloomberg.netlI"'.ARCO ANTONIOLIIMORGAN STANLEYI3063174543 
To : BFRIED@bloornberg.net!BEN FRIED~DIMORGAN STANLEYI306314155 
To: DANAP@bloomberg.netIPIERRE- ALAIN DANAIMORGN, STANLEY & CO. 130631459338 
To: GWONG@bloornberg.netIGPACE WONGIMORGAN STANLEYl3063 115451 
To: CORTESE@bloomberg.netIMICHELE CORTESEIMORGN, STANLEYl 3063 126840 
To: MSSABO@bloornberg.netIEDGAR SABOUNGHIIMORGAN ST~NLEY13063140745 
To: ROSSF@bloomberg.netI ROS S FELDMANIMORG~ STANLEYl3063140745 
To: PIETRl'~TONI@bloornberg.netIROBERTO PIETRANTONIIMORGAN STANLEY DW 
IN!30631473698 
To: MATTZOLA@bloomberg.netIMATT ZOLA!MORGAN STANLEYI 3063 174543 
To: KNAPPJ@bloomberg.net!JESSE KNAPPIMORGAN STN,LEY13063140745 
To : SAWHITE@bloornberg.net 1 STEVE WHITEIMORGN,r STANLEYI3063174543 
To: RUTA@bloornberg.netIRUTA BRICKUSIMORGAN STANLEY & COMI30631161530 
To: MPAGLIARI@bloornberg.netIMICHAEL PAGLIARI IMORGAN STANLEY & CO. 130631629094 

.To: LRICHP.RDSON@bloomberg.netILORRAINE RICHARDSON 1 MORGAN STANLEYl3063174543 
To: JHEITZ@bloomberg.netIJEFFREY HEITZNERIMORGAN STANLEY I 3063 140745 
To: POIILY@bloomberg.net!MICHAEL B POHLYIMORGAN S'l'ANLEY13063140745 
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To: MKTMAKER@bloomberg.netIRICHARD BAKER 1 MORGAN STANLEYl3063174543 
To: RICHALAN@bloombe rg.netIRICH PHILLIPSIMORGAN ST.~LEY & CO . 13063 1503592 
To: EPOCHTAR@bloomberg.netIELAINE POCHTARIMORGAN STANLEY & CO.130631402327 
To: BREKA@bloomberg.netIBRETT KALESKYIMORGNi STANLEYI3063174543 
To : MCWUi@bloomberg.netIJOSEPH MCMANUS 1 MORGAN STANLEY 1 30631 40745 
To: MBREN@bloomberg.netIMICHAEL BRENNAN 1 MORGAN STAl'lLEY13063140745 
To: ESAKI@bloomberg.netIHOWARD ESAKIIMORGAN STANLEYl3063140745 
To: HENNE@bloomberg.netIBRUCE HENNEMUTHIMORGAN STANLEY 1 3 063 1 40745 
To: HHUBLER@bloomberg.net IHOWARD HUBLERI MORGAN STANLEY 1 30631 40745 
To: PAULG@bloomberg.netIPAUL GUTEKUNSTIMORGAN STANLEY & CO. 130631503592 
To: BRBURKE@bl oomberg .netIBRENDAN BURKEIMORGAN STANLEY & CO . 13063 1503592 
To: LARRYMBS@bloomberg.netILARRY ROSATIIMORGAN STANLEYI3063140745 
To: TSAX@bloomberg.netITOM SAXTONIMORGAN STANLEYI3063140745 
To: SHELREYNOLDS@bloomberg.netISHELDON REYNOLDSIMORGAN STANLEY13063!40745 
To: BROWNM@bloomberg.netIMICHAEL A. BROWNIMORGAN STANLEYI3063 14074 5 
To: HONSUM009@bloomberg.netIHONSUM IPIMORGN{ STANLEY DEANI30631304787 
To: PMACO@bloomberg.netIPATRICK MCDONALDIMORGAN STANI.EY1306314155 
To: JAMIEZOE@bloomberg.netIDENNIS SCURLETISIMORGAN STANLEY 1 3063140745 
To: ECHNn988@bloomberg.netIEVA CHAN I MORGAN STANLEY DEAN I 3063 I 304787 
To: ACHKAR@bloomberg.netIHABIB ACHKARIMORGN{ STANLEYI3063174543 
To: MILLERT@b1oomberg.net!TOM C MILLERIMORGAN STANLEY DW INI30631301027 
To: LEITCH@bloomberg.netIDONALD LEITCHIMORGAN STANLEY I3063 140745 
To: EADSEPnS@bloomberg.net IEADS JOHNSONIMORGAN STN,LEY13063140745 
To: LUNATIC@bloomberg.netIMARY ANN WESTIMORGAN STN{LEY13063140745 
To: JGROES@bloomberg.netIJONATHAN GROESBECK 1 MORGAN STANLEY 1 30631 4155 
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J:.:'l'RD 2006-~A A3 26925WAD8 A2/A 225 bps (V) 
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FRLNG 2006-1A A3 361068ADl A2/'A 210 bps (V) 

GEMST 2006- 6A C 36868QAE7 A2/A 220 bps (V) 

GLCR 2006- 4A C 37638NAD3 A2/A 200 bps (V) 

KEFT 2006-1A 5 487520AJ7 A2/A 235 bps (V) 

KNOLL 2006-2A C 49916RAEO A2/A 210 bps (V) 

MIDOR 2006-1A C 59802RALO A2/A 21 0 bps (V) 

MKP 6A C 553129AD9 A2/A 240 bps (V) 

VELA 2006-1A C 55313HAC2 A2/A 235 bps (V) 
NEPTN 2 006-3A B 64 06 9PA.J7 A2/A 215 bps (V) 

OCTAN 2006- 2A Cl 67572JAC9 A2/A 210 bps (F) 
PYXIS 2 00 6- 1A C 74732AAD9 A2 /A 24 5 bps (V) 

RDGW 2006-1A B 766167AF7 A2/A 265 bps (V) 
SHERW 2006-3A A3 82442vAD7 A2/A 225 bps (V) 

SIXAV 2006-1A C 830087AJl A2/A 250 bps (V) 

STAK 2006-1A 5 8523 3TAD8 A2/A 2 25 bps (V) 

STAK 2006- 2A 5 85234AAGI A2/A 225 bps (V) 
TABS 2006-6A A3 87337YAD8 A2/A 

iJ 3599477649255 40851111-41447-2989236 .htm 
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Why I Am Leaving Goldman Sachs 
By GREG SMITH 

Page 1 of 4 

TODAY is my last day at Goldman Sachs. After almost 12 years at the firm - first as a 

summer intern while at Stanford, then in New York for 10 years, and now in London - I 

believe I have worked here long enough to understand the trajectory of its culture, its people 

and its identity. And I can honestly say that the environment now is as toxic and destructive 

as I have ever seen it. 

To put the problem in the simplest terms, the interests of the client continue to be sidelined 

in the way the firm operates and thinks about making money. Goldman Sachs is one of the 

world's largest and most important investment banks and it is too integral to global finance 

to continue to act this way. The firm has veered so far from the place I joined right out of 

college that T can no longer in good conscience say that I identify with what it stands for. 

It might sound surprising to a skeptical public, but culture was always a vital part of 

Goldman Sachs's success. It revolved around teamwork, integrity, a spirit of humility, and 

always doing right by our clients. The culture was the secret sauce that made this place great 

and allowed us to earn our clients' trust for 143 years. It wasn't just about making money; 

this alone will not sustain a firm for so long. It had something to do with pride and belief in 

the organization. I am sad to say that I look around today and see virtually no trace of the 

culture that made me love working for this firm for many years. I no longer have the pride, 

or the belief. 

But this was not always the case. For more than a decade I recruited and men to red 

candidates through our grueling intelview process. I was selected as one of 10 people (out of 

a firm of more than 3 0,000) to appear on our recruiting video, which is played on every 

college campus we visit around the world. In 2 006 I managed the summer intern program in 

sales and trading in New York for the 80 college students who made the cut, out of the 

thousands who applied. 

I knew it was time to leave when I realized I could no longer look students in the eye and tell 

them what a great place this was to work. 
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When the history books are written about Goldman Sachs, they may reflect that the current 

chief executive officer, Lloyd C. Blankfein, and the president, Gary D. Cohn, lost hold ofthe 

firm's culture on their watch. I truly believe that this decline in the firm's moral fiber 

represents the single most serious threat to its long-run survival. 

Over the course of my career I have had the privilege of advising two of the largest hedge 

funds on the planet, five of the largest asset managers in the United States, and three ofthe 

most prominent sovereign wealth funds in the Middle East and Asia. My clients have a total 

asset base of more than a trillion dollars. I have always taken a lot of pride in advising my 

clients to do what I believe is right for them, even if it means less money for the firm. This 

view is becoming increasingly unpopular at Goldman Sachs. Another sign that it was time to 

leave. 

How did we get here? The firm changed the way it thought about leadership. Leadership 

used to be about ideas, setting an example and doing the right thing. Today, if you make 

enough money for the firm (and are not currently an ax murderer) you will be promoted into 

a position of influence. 

What are three quick ways to become a leader? a) Execute on the firm's "axes," which is 

Goldman-speak for persuading your clients to invest in the stocks or otherproducts that we 

are trying to get rid of because they are not seen as having a lot of potential profit. b) "Hunt 

Elephants." In English: get your clients - some of whom are sophisticated, and some of 

whom aren't - to trade whatever will bring the biggest profit to Goldman. Call me old­

fashioned, but I don't like selling my clients a product that is wrong for them. c) Find 

yourself sitting in a seat where your job is to trade any illiquid, opaque product with a three­

letter acronym. 

Today, many of these leaders display a Goldman Sachs culture quotient of exactly zero 

percent. I attend derivatives sales meetings where not one single minute is spent asking 

questions about how we can help clients. It's purely about how we can make the most 

possible money off of them. If you were an alien from Mars and sat in on one of these 

meetings, you would believe that a client's success or progress was not part of the thought 

process at all. 

It makes me ill how callously people talk about ripping their clients off. Over the last 12 

months I have seen five different managing directors refer to their own clients as "muppets," 

sometimes over internal e-mail. Even after the S.E.C., Fabulous Fab, Abacus, God's work, 

Carl Levin, Vampire Squids? No humility? I mean, come on. Integrity? It is eroding. I don't 

know of any illegal behavior, but will people push the envelope and pitch lucrative and 
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complicated products to clients even if they are not the simplest investments or the ones 

most directly aligned with the client's goals? Absolutely. Every day, in fact. 

It astounds me how little senior management gets a basic truth: If clients don't trust you 

they will eventually stop doing business with you. It doesn't matter how smart you are. 

These days, the most common question I get from junior analysts about derivatives is, "How 

much money did we make off the client?" It bothers me every time I hear it, because it is a 

clear reflection of what they are observing from their leaders about the way they should 

behave. Now project 10 years into the future: You don't have to be a rocket scientist to figure 

out that the junior analyst sitting quietly in the corner of the room hearing about "muppets," 

"ripping eyeballs out" and "getting paid" doesn't exactly turn into a model citizen. 

When I was a first-year analyst I didn't know where the bathroom was, or how to tie my 

shoelaces. I was taught to be concerned with learning the ropes, finding out what a 

derivative was, understanding finance, getting to know our clients and what motivated them, 

learning how they defined success and what we could do to help them get there. 

My proudest moments in life - getting a full scholarship to go from South Mrica to Stanford 

University, being selected as a Rhodes Scholar national finalist, winning a bronze medal for 

table tennis at the Maccabiah Games in Israel, known as the Jewish Olympics - have all 

come through hard work, with no shortcuts. Goldman Sachs today has become too much 

about shortcuts and not enough about achievement. It just doesn't feel right to me anymore. 

I hope this can be a wake-up call to the board of directors. Make the client the focal point of 

your business again. Without clients you will not make money. In fact, you will not exist. 

Weed out the morally bankrupt people, no matter how much money they make for the firm. 

And get the culture right again, so people want to work here for the right reasons. People 

who care only about making money will not sustain this firm - or the trust of its clients -

for very much longer. 

Greg Smith is resigning today as a Goldman Sachs executive director and head ofthefirm's 

United States equity derivatives business in Europe, the Middle East and Africa. 
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interest re investme n t p l ans , please check the following box. [X] 

If this fo rm is fi l ed to register addi tiona l securit ies f or an offeri ng 
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Securities Act of 1 933, a s amended, each such pos t-effective amendment s hall 
be deemed to be a ne w regi s tration statement r e lating t o the sec uritie s 
offered therein, and the offering of such securities at that time shall be 
deemed to be the initial bona fide offering thereof . 

(3) To remove from registration by mean s of a post-effective 
ame ndment any of the s ecurities being registered that remain unsold at the 
t ermination of the offering. 

The undersigned registrant hereby undertake s that, for purposes of 
determining any liability unde r the Securit i es Act of 1933, as amended, each 
filing of the registrant' s a nnual report pursua nt t o Section 13(a) or Sec t i o n 
15(d) of the Securities Ex c hange Act of 1934, as ame nde d (and, where 
app l icable, each fi l ing of an e mployee benefit plan ' s annual report pursuant 
to Se ction 15(d) of the Securities Exchange Act o f 1 934, as amended), that is 
incorporated by reference in the registration s tatement shall be deemed a new 
r e gistration statement re l ating to the securities offered therein, and the 
o ffering of such secur it ies at that time shall be deeme d to be the ini t ial 
bona f i de offering thereof. 

Insofa r as indemnification for liabilities a rising under the Securities 
Act of 1933, as amended, may be permitted to directors , officers and 
con t rolling persons of t he registrant pursuant to the for e going provision s , o r 
o therwise, the registrant has been advised that in toe opinion of the 
Se c urities and Exchange Commission such indemnifi cation is against publi c 
p olicy as expressed in the Securities Act of 19 33, as a me nded, and is, 
therefore, unenforceabl e . In the event that a claim for indemnification 
a gainst such liabilities (other than the payment by the registrant of expens e s 
incurred or paid by a director, officer or c ontrol l ing pe r son of the 
reg i strant in t he succes s fu l defense of any actio n, s uit or proceeding) i s 
as serted by such direc t o r, officer or controlling pe rson in connecti o n with 
t he s ecurities being regis t ered, the registran t will, unless in the opini on o f 
it s counsel the matter has b een settled by controlling precedent, submit t o a 
court of appropriate jurisdiction the quest ion whethe r s uch indemnification by 
it is against publi c po li c y as expressed in the Se c urities Act of 1933, as 
a mended, and will be gove rned by the fin a l adjudication of such issue. 

The undersigned regi st r a n t hereby undertake s to file an app l ication f o r 
the purpose of determining the el igibility o f the tru s te e to act under 
s ubs e c tion (a) of Section 310 o f the Trust I nde nture Ac t of 1 939, as amended, 
in accordance with the rul es and regulations prescribe d b y the Secur it i e s a nd 
Exchange Commissio n unde r Section 305(b) (2 ) of the Trust Indenture Act of 
1939, a s amended . 

1 1-3 

<PAGE> 

SIGNATURES 

Pursuant to the r e quirements of the Securities Act of 1933, as amended, 
the registrant certifies that (1 ) it has r easona b le g rounds to believe tha t it 
meet s all of the r e quirements for filing on Form S- 3 and (2) it reasonab l y 
be li e ve s that the security rating requirement o f Tran s action Requirement 8 . 5 
of Fo rm S-3 wi l l be met by the time of sale of eac h s er i e s of securitie s to 
whi c h this registration s t a tement relates and has duly c aused this 
registration statement t o be signed on its beha lf b y t he undersigned, 
there unto duly authorized, in New York, New York, o n the th day of March, 25 
2003 . 

MORGAN STANLEY ABS CAPITAL I INC. 

By: / sl St even Sha p i r o 

Name: Steve n Shapiro 
Ti tle: Vi ce Pre sident 

Pu r suant to the req uire me n t s of the Securi t ie s Act o f 1933, as amende d , 
t hi s registration sta t eme nt has been signed belo w b y the following per son s in 

3080f310 8/4120125:36 PM 
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the capac i t i es and on the dates indicated. 

KNOW ALL MEN BY THESE PRESENTS, that each person whose signature appears 
below constitutes and appoints each of Gail P. McDonnell, David R. Warren and 
Anthony Tufariello, or any of them, his or her true and lawful attorneys-in-fact 
and a gent s , with full power o f substitution and resubstitution, for him or her 
and his or her name, place and stead, i n any and all capacities, to sign any and 
all amendments (includi ng post - effective amendments) to this reg i stration 
statement, and to file the same, with al l exhibits thereto, and other documents 
in connection therewith, with the Securities and Exchange Commission, granting 
unto sald attorneys-in-fact and agents, and each of them, full power and 
authority to do and perform each and every act and thing requisite and necessary 
to be done i n and about the premises, as fully to all i ntents and purposes as he 
or she might or could do in person, hereby ratifying and confirmi ng all that 
said attorneys- in-fact and agents or any of them, or their substitutes, may 
lawfully do or cause to be done by virtue hereof. 

<TABLE> 
<CAPT I ON> 

Signature 

<S> 

/s/ Craig S . Phillips 

Craig S . Phi l l ips 

/s/ Alexander C. Frank 

Alexander C. Frank 

Gail P. McDonnel 

/s/ David R. Warren 

David R. Warren 

/s/ Ruth Lavalle 

Ruth Lavalle 

/s/ Wi ll iam Latham 

William Latham 

</TABLE> 

<PAGE> 

Exh i bits. 

Title 

<C> 

President and Director (Principa l Executive 
Officer) 

Treasurer (Principal Flnancial Of ficer and 
Principal Accounting Off i cer) 

Di r ector 

Director 

Director 

Director 

II-4 

EXHIBIT INDEX 

Description 

1.1 
3.1 
3.2 
4.1 

Form of Underwriting Agreement . * 

3090f310 

Certificate of I ncorporation of the Regis t rant .* 
By-laws of the Registrant.' 
Form of Poo l ing and Servicing Agreement r e l ating to Home Equity 
Loan As s et-Backed 

Date 

<C> 

March 25, 2001 

March 25, 2001 

Ma rch , 200 1 

March 25, 2001 

March 24, 2003 

March 25 , 2003 

8/4120125:36 PM 
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<DOCUMENT> 
<TYPE>S-3 
<S EQUENCE>l 
<FILENAME>efc4-0496 5379256forms 3.txt 
<TEXT> 

As filed with the Se c urities and Exchange Commis s i on on March 12, 2004 
Regis tration Statement No . 333-

::::=-===========.====-;::;= ..:.==---.::....::::--..::===============:-::======~==-=========== 

De l aware 

SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

REGISTRATION STATEMENT 
ON FORM S- 3 

UNDER 
THE SECURIT I ES ACT OF 1 933 

MORGAN STANLEY ABS CAPITAL I I NC. 
(Exact name of r egistrant as specif~ed in i ts c harter) 

13 - 3939229 
(State of Incorporation ) (I . R.S. Employer 

I dentif i cat i on No . ) 

<TAB LE> 
<CAPTION> 

<S> 

1585 Broadway , 2nd Floor 
Ne w York , New York 100~6 

(2 12) 761- 4 000 
(Address, inc luding zip code , and telepho n e number, 

includ ing area code , of principal exe c utive o ffices) 

Craig S. Phillips 
President 

Morgan Stanley ABS Capital I Inc . 
1585 Broadway, 2nd Fl oor 
New York , New York 10036 

( 2 12 ) 761-4 000 
(Name, addr e ss, including zip code, a nd te l e phone 

number, inc luding a r ea code, of agent for service) 

<C> 
With a copy to : 

<C> 
Mi c h e lle Wilke, Esq. Slegfr~ed Knop f, Esq . Michael S . Gambro , Esq. 

Cadwa l ader , Wickersham & 
100 Maiden La n e 

Morgan Stanley & Co. Incorporated 
1585 Broadway 
New York , New York 10 036 

</TABLE> 

Sidley Austin Brown & Wood LLP 
787 Seventh Ave nue 
New York, New York 1001 9 New York, Ne w York 10038 

J o n D. Van Gorp, Esq. 
Maye r, Brown, Rowe & Maw LLP 

1 9 0 Sout h LaSalle Stree t 
Chi c ago, 1L 60603 

Approximate date o f comme n ceme nt of proposed sale t o the public : From 
time to time after this Re gi stration Statement become s effective. 

I f t he only securities being registered on this fo r m are being offered 
pursuant to dividend or interest reinvestment plans, please chec k the 
f ollowing box. [ 1 

If any o f the securities being regis tered on t his fo rm are to be offered 
o n a delayed or continuous basis pursuant to Rule 415 under the Securiti es Act 
of 1933 , other than secu ri t ies o ffered onl y in connect ion with dividend or 
inte r es t reinvestment p l a n s , p l e ase c h eck the f o llow i ng box. [Xl 

If thi s f orm is filed to r e g i s ter additiona l secur i ties fo r an offering 
pur s uant t o Rule 4 62(b) unde r the Securities Act, p lease c heck the f ollowing 
box a nd list the Securiti es Act r egistrat i on statement number of the earlier 
e ffe ct i ve r egistra tion s t atement for the same offering . [ 1 

I f t his form is a pos t-effec tive amendment flIed p urs uant to Rule 462(c) 

Taft LLP 

<C> 
Chr~stopl: 
Dewe y Ba l 
l301 Aver: 
New York , 

8/10/20121:29 Pi\-I 
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under the Securities Act , c hec k the following box and list the Securities Act 
r egistration statement numbe r of the earlier effect i ve r e gistration stateme nt 
f o r the same offering. [ ] 

If delivery of the prospectus i s expected to be ma de pursuant to Rule 
43 4, pl e ase check the following box. [ ] 

<TABLE> 
<CAPTION> 

<S> 

Title of 
Securities to Be Registe r ed 

Asset Bac ke d Securities . . , . . . ... . . . . .. ..... . 

</TABLE> 

CALCU LATION OF REGISTRATION FEE 

Amount 
to be 

Re gi ster ed (1) 

<C> 
$20 , 000 , 000 , 000 

Proposed 
Maximum 

Aggregate 
Price 

Per Unit * 

<C> 
100 % 

* Estimated for the purpose of calculating the r egistration fee. 
(1 ) This Registration Statement relates to the offe ring from time to time of 

an indeterminate amount of Asset Backed Secur~ties in connection with any 
r esales of the m i n macket making transactions by a n underwriter, to the 
extent required. 

The Registrant h e r eby ame nds this Registrati o n Statement on such dat e o r 
dates as may be necessary t o de l ay its effective date until t he Registrant 
s hall file a further ame ndme n t that specifica~ly states that this Registration 
St a teme nt shall the reafter become effective in accordance with Section 8(a) of 
the Securities Act of 19 33 , as amended, or until the Registrat ion Statement 
s h a ll become effective on s uc h date as the Commissio n, act ing pursuant to sa i d 
Sect~on 8(a), may determine. 

Pursuant to Rule 42 9 o f t he Securities and Exchang e Commission's Rules 
and Re gulations under t h e Securities Act of 1933 , as ame nded, the Prospectus 
a nd Prospectus Suppleme nts contained in th is Regis t r at i on Statement also 
r e l ate to the Regist r ant's Registration Statement on Form S- 3 (Registration 
No . 333- 10404 6) which was fil e d with the Securities a nd Exchange Commis s i on on 
March 26 , 2 003. 

<PAGE> 

INTRODUC'rORY NOTE 

Three forms of prospectus supplement are inc l uded in this registration 
s t a tement. Prospectus s uppl eme n t ve rsion #1 relate s to a debt offering of 
no tes by a Delaware business t rust , backed by a pool of home equity line of 
credit mortgage loans . Prospectus supplement versi on #2 r e l ates to an o fferi ng 
of c ertificates by a trus t as to which a REMIC elec tion is made, backed by a 
pool o f c losed-end mortgage loans . Prospectus s uppl emen t ve r s ion #3 relates t o 
a n o ff e ring of certificates by a t rust as t o "/hi c h a REMIC e l ect ion is made , 
b ac ked by a pool o f p r e v ious l y i ssued mortgage-backed securities. Each f orm o f 
p rosp ectus supplement relates onl y to the securities described in it a nd i s a 
f o rm t hat that may be us ed , among o thers, by registrant to offer asset bac ked 
securities under this r egi s trat ion statement. 

<J>AGE> 

[Prospectus Supplement version #1] 

The information in t hi s rnospecLus s u!-'pleltteLll i s llol cOlllplete a nd may be 
c ha nged. We may not sell these securities until the registrat i on s tatement 
fil ed wi th the SEC i s effective. This prospectus suppl e me nt is n o t dn offer to 
sell these securities a nd it is not soliciting a n o ffe r t o buy these 
securities in any state where the offe r or sale is not permitted . 

Subject To COlllp le tion, Dated March 10 , 2004 

Proposed 
Maximum 

Aggregate 
Of fering Price* 

<C> 
$20 ,000,000,000 

Amour: 
Regist 

Fe 

<C> 
$2 , : 

8/10/2012129 Pl\l 
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II-3 
<PAGE> 

SIGNATURES 

Pursuant to the requirements of the Securities Act of 1933, as amended, 
the registrant certifies t h a t (1) it has reasonable grounds to believe that it 
meets all of the requi rements for filing on Form S-3 a nd (2 ) it reasonably 
believes that the security rating requirement of Transaction Requirement B.5 
of Form S-3 will be met by the time of sale of each series of securities to 
which this registrat i on statement relates and has duly cau s ed this 
r egi stration statement to be s igned on its behalf by the unde rsigned, 
there unto duly authorized, in New York, New York, on the 10th day o f March, 
2004. 

2730f274 

MORGAN STANLEY ABS CAPITAL I INC. 

By: lsi Steven Shapiro 

Name: 
Title: 

Steve n Shapiro 
Vice President 

Pursuant to the requirement s of the Securities Ac t of 1933 , as amended, 
thi s r egistrat ion statement has been s i gned below by the fo llowing persons in 
the capac ities and on the dates indicated. 

KNOW ALL MEN BY THESE PRESENTS, that each person whos e signature appe ars 
below constitutes and appoints each of Gail P. McDonnell, David R. Warren and 
Anthony Tufariello, or any of them, his or her true a nd l aw fu l 
attorneys-in-fact and agents, with full power of substitution and 
resubstitution, for him or h e r and his or her name, p la ce and stead, in any 
a nd a ll capacities, to sign any and all amendment s (including post-effective 
amendments) to this registra t ion statement, and to file the same, with all 
exhibits thereto, and other documents in connection the rewith, with the 
Se curit i es a nd Exchange Commission, granting unto said a ttorneys-in- fact and 
agents , and each of them, full power and authority to do a nd perform each and 
every act and thi ng requisite a nd necessary to be done in a nd about the 
premises , as fully to all intents and purposes as he or she might or could do 
in p e rson, h ereby rat i fying and confirming all that said a ttorneys-in-fact and 
agent s o r any of them, or the i r s ubstitutes, may l awfully do or cause to be 
done by v irtue hereof. 

<TABLE> 
<CAPTION > 

Signature 

<S> 

lsi Craig S. Phillips 

Craig S. Phillips 

lal Alexander C. Frank 

Alexander C. Frank 

lsi Gail P. McDonne ll 

Gail P. McDonne l l 

lsi David R. Warren 

David R. Warren 

lsi Ruth Lavall e 

Ruth Lavall e 

lsi William Latham 

Will i am La t ham 

</ TABLE> 

Title 

<C> 

President and D'rector (Principal Executive 
Officer) 

Treasurer (Princ i pa l Financial Officer and 
Principal Accounting Officer) 

Director 

Director 

Director 

Director 

II- 4 

Da te 

<C> 

March 10, 2004 

March 10, 2 004 

March 10, 2004 

March 10, 2004 

March 10, 2 004 

March 10 , 2 004 
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<DOCUMENT> 
<TYPE>S-3 
<SEQUENCE>l 
<FILENAME>efc4-2201 forms3.txt 
<TEXT> 

As filed with the Securities and Exchange Commission on January 7, 200 5 
Registration Statement No . 333-

Delaware 

SECURITIES AND EXCHANGE COMMISSION 
Was hington, D.C. 20549 

REGISTRATION STATEMENT 
ON FORM S- 3 

UNDER 
THE SECURITIES ACT OF 1933 

MORGAN STANLEY ABS CAP I TAL I INC. 
(Exact name of r egistrant as specified in its charter) 

13-3939229 
(State of Incorporation) (I.R.S. Employer 

Identification No.) 

<TABLE> 
<CAPTION> 

<S> 

1585 Broa dway, 2nd Floor 
New York, New York 10036 

(212) 761-4000 
(Address, inc~uding z i p code, and telephone number, 

including area code, of principal executive offices) 

Craig S. Phillips 
President 

Morgan Stanley ABS Capital I I nc. 
1585 Broadway, 2nd Floor 
New York, New York 10036 

(212) 761-4000 
(Name, address, including zip code, and telephone 

number, including area code, of agent for service) 

<c> 
With a copy to: 

<C> 
Michelle Wilke, Esq. Siegfried Knopf, Esq. Michael S. Gambro, Esq. 

Cadwalader, Wickersham & Taft LLP 
100 Maiden Lane 

Morgan Stanley & Co. Incorpora ted 
1585 Broadway 
New Yo rk, New York 10036 

</TABLE> 

Sidley Austin Brown & Wood LLP 
787 Seventh Av enue 
New York, New York 10019 New York, New York 10038 

Jon D. Van Gorp, Esq. 
Mayer, Brown, Rowe & Maw LLP 

190 South La Salle Street 
Chicago, IL 60603 

Approximate date of commencement of proposed s a le to the pUblic: From 
time to time after this Registration Statement becomes effective . 

If the only securities being registered on this form are being offered 
pursuant t o divide nd or inte r e st reinve s tme nt plans, ple a s e check the 
following box. [ 1 

If any of the securities being reg i stered on this form are to be offered 
on a delayed or continuous basis pursuant to Rule 415 under the Securities Act 
of 1933, othe r tha n s e curiti e s offere d onl y in c onnection with dividend or 
interest reinvestment plans, please check the following box . [Xl 

If this form is fi l ed to reg i ster addi tiona l securit i es for an offering 
pursuant to Rule 462(b) under the Securities Act, please check the following 
b o x a nd list the Securities Act registra ti o n sta tement number of the e arlier 
effecti ve registration statement for the same offering . [ 1 

If this form is a post-effective amendment filed purs uant to Ru le 462(c) 

<C> 
Christopt 
Dewey Bal 
l301 Aver 
New York, 

8/10/2012205 PJ\l 
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under the Securities Act, check the following box and list the Securities Act 
registration statement number of the earlier effective registration statement 
for the same offering. [ ) 

If delivery of the prospectus is expe c ted to be made pursuant to Rule 
434, please check the following box. [ ) 

<TABLE> 
<CAPTION> 

<S> 

Title of 
Securities to Be Registered 

CALCULATION OF REGISTRATION FEE 

Amount 
to be 

Registered(l) 

Proposed 
Maxi mum 

Aggregate 
Price 

Per Unit* 

Asset Backed Securities . ........ .... . .... . . . 
<C> 
$1,000,000 

<C> 
100% 

</TABLE> 

* Estimated for the purpose of calculating the registration fee. 
(1) This Registration Statement relates to the offering from time to time of 

an indeterminate amount of Asset Backed Securities in connection with any 
resales of them in market making transactions by an underwriter, to the 
extent requ i red. 

The Registrant h ereby amends t his Registration Statement on such date or 
dates as may be necessary to delay its effective date until the Registrant 
shall file a fu r ther amendment that specifically states that this Registration 
Statement shall thereafter become effective in accordance with Section 8(a) of 
the Secur i ties Act of 1933, as amended, or until the Registration Statement 
shall become effective on such date as the Commission, acting pursuant to said 
Section 8(a), ma y determine. 

<PAGE> 

INTRODUCTORY NOTE 

Three forms of prospectus supplement are inciuded in this registration 
statement. Prospectus supplement version #1 relates to a debt offering of 
notes by a Delaware business trust, backed by a pool of home equity line of 
credit mortgage loans. Prospectus supplement version #2 relates to an offering 
of certificates by a trust as to which a REM1C election is made, backed by a 
pool of c l osed- end mortgage loans. Prospectus supplement version #3 relates to 
an offering of certificates by a trust as to which a REMIC election is made, 
backed by a pool of previously issued mortgage-backed securities. Each form of 
prospectus supplement relates only to the securities described in it and is a 
form that that may be used, among others, by registrant to offer asset backed 
securities under this registration statement. 

<PAGE> 

[Prospectus Supplement Version #1) 

The information in this prospectus supplement is not complete and may be 
changed. We may not se l l these securities until the registration statement 
filed with the SEC is effective. This prospectus supp l ement is not an offer to 
sell these secur i ties and it is not soliciting an offer to buy these 
securities in any state where the offer or sale is not permitted. 

Subject To Compl etion, Dated January 5, 2005 

Prospectus Supplement To Prospectus dated 
$ (approximate) 
Home Equity Loan Trust 200 

Home Equity Loan Asset-Backed Notes, Series 200 
Morgan Stanley ABS Capit a l I I nc . 

deposito,: 

seller and master servicer 

Proposed 
Maxi mum 

Aggregate 
Offering Price* 

<C> 
$1,000,000 

Amour 
Regist 

FE 

<C) 
$11 

8/10/20122;05 PM 
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of Form S-3 will be met by the time of sale of each series of securities to 
which this registration statement relates and has duly caused this 
registration statement to be signed on its behalf by the undersigned, 
thereunto duly authorized, in New York, New York, on the 5th day of January, 
2005. 

MORGAN STANLEY ABS CAPITAL I I NC . 

By: /s/ Steven Shapiro 

Name: 
Title: 

Steven Shapiro 
Vice President 

Pursuant to the requirements of the Securities Act of 1933, as amended, 
this registration statement ha s been signed below by the following persons in 
the capacities and on the dates indicated. 

KNOW ALL MEN BY THESE PRESENTS, that each person whose signature appears 
below constitutes and appoints each of Gail P . McDonnell , David R. Warren and 
Anthony Tufariello, or any of them, his or her true and lawful 
attorneys- i n-fact and agents, with full power of substitution and 
resubstitution, for him or her and his or her name, place and stead, in any 
and all capacities, to sign any and all amendments (i ncluding post-effective 
amendments) to this registration statement, and to file the same, with all 
exhibits thereto, and other documents in connection therewith, wi th the 
Securities and Exchange Commission, granting unto said attorneys-in-fact and 
agents, and each of them, full power and authority to do and perform each and 
every act and thing requisite and necessary to be done i n and about the 
premises, as fully to all intents and purposes as he or she might or could do 
in person, hereby ratifying and confirming all that sa i d attorneys-in-fact and 
agents or any of them, or their substitutes, may lawfully do or cause to be 
done by virtue hereof. 

<TABLE> 
<CAPTION> 

<S> 

Signature Title 

<C> 

/s/ Cra ig S. Phillips President and Director (Principa l Executive 
Offi cer) 

277 of278 

Cra ig S. Phil l i ps 

/ a / AIexdnder C. Frank Treasurer (Principal Financial OffIcer a nd 
principa l Accounting Officer) 

Alexander C. Frank 

/s/ Gai l P. McDonnell Director 

Gail P. McDonnell 

/s/ David R. Warren Director 

</TABLE> 

<PAGE> 

Exhibits. 

1.1 
3.1 
3.2 
4.1 

David R. Warren 

Director 

Ruth Lavalle 

Director 

William Latham 

II-4 

EXHIBIT INDEX 

Description 

Form of Underwriting Agreement. * 
Certificate of I ncorporation of the Registrant . * 
By - laws of the Registrant.* 
Form of Pooling and Servicing Agreewent relating to Home Equity 
Loa n Asset-Backed Certificates.* 

Date 

<C> 

January 5, 2005 

January 5, 2005 

January 5, 2005 

January 5, 2005 

January 5 , 2005 

January 5, 2005 

8/10/20122:05 PM 
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< DOCUMENT> 
<TY PE>S-3 
<SEQUENCE >l 
< ~ILENAME>efc5 -2 657_prospec t us . txt 

<TEXT> 
As fil ed \V'ith the Secur ities a nd Exchange Commi ssion on December 2 3, 200 5 

Re~i ~ tra t i on Statement No . 333 -

De la,oJare 

SECURI TIES AND EXCHANGE COMMISSION 
wa s h i ngton, D.C. 20 54 9 

REGI S TRAT I ON S TATEMENT 
ON FORM S- 3 

UNDER 
THE SEC UR I TIES ACT OF 1 933 

MORGAN STANLEY ABS CAPITAL I INC . 
(Exact name of r eg i strant as specified in its charter ) 

(S t ate o f I ncorpoIdtion) 
1 3 - 393 9229 

(I.R . S . Emp l oyer 
I d e n ti fi c a t ion No .) 

<TABLE> 
<CAPTI ON> 

<S > 

1 58 5 Broadway 
Ne w Yo r k , New Yor k 10036 

( 21 2 ) 7 61 -4000 
(Add ress , i n c ludi ng z i p code, a nd t e lepho ne numbe r, 

incl ud i ng area cod e , o f principa l execut i ve o ffi ces) 

Antho ny Tufa r i el lo 
Preside nt 

Morga n St a n l ey ASS Capi t a l I I nc . 
158 5 Broa d\Vay 

New Yor k, New Yurk 100 36 
(2 12) '761 -400 0 

(Name, addre ss , incl uding z i p code, a nd telep hone 
n umber , i nc luding a rea cod e , of age n t for service) 

Wi th a cop y t o : 
<C> <c> 
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<C> 
Mic helle WJ lke , Esq. 
Morga n Stan ley & Co . 
I nc o r p ora teu 

Siegfr ied Knopf, Esq . 
S i d le y Aus t in Bra t"" & Wood LLP 
78 7 Sev e nth Avenu~ 

~iic ha e l S . Gamb ro , Esq. 
Cadt,>,a l a d e r , Wicker.s h a m & Ta ft LLP 
On e Wo r ld Fina n cial Center 

Christoph er DiAnge l o, Esq . 
Dewe y Ba l la ntine LLP 
130 1 Avenu e of t h e Americas 
Ne w Yor k, New Yor k 100 19 1~ 85 Bro a d Hay New York , New York 100 1 9 

(212 ) 83 9-5334 
New Yor k, New Yurk l02H 1 

New York , NY 10036 
</TABLE> 

Appro ximate da te of c o mme nc e ment of p ro posed sale to the pub l ic: From 
time to t i me af t er t hi ::; Reg i s t ra t i on S t atement b ecome s e f f ec t i ve . 

If t he o n ly securities being r egistered on t his form are be i ng o ff ere d 
p ursuan t to divide nd or inte res t re investme nt plan s , please check t he 
fol lol'>'in g box. ( 1 

I f any of t he s~cu r ities bei ng reg i~ tered o n t h is fo rm are to be o f fered 
o n a d e l ayed o r con ti n lJou s bas i s p urs uant t o Rul e 4 15 u nder the Sec u r i t i es Ac t 
of 1 93 3 , o th e r t han securities of fe r~d on l y in connection wi t h divide nd or 
i nterest rei nvestment p lans, p l ease check the foll o wing box. [Xl 

I f thi s f orm is f i l ed t o register a d d it i o n al securit i es fo r a n o ff er i ng 
p ursuant to Ru l e 462 (b) unde r t he Securities Ac t, p ledse che c k t he fo llm-ling 
box and li s t th e Securit i es Act reg i stra t ion s tateme n t n umbe r o f t he ea r lier 
e f f ec tive registratio n s tateLile nt fo r t h e same o ffe ring . [ 1 

I t this form is a post-effec tive a mendment f il e d pursuan t t o k u le 462 (c ) 
u lld e r th e Se c ur iti es Act, c h eck t he f o l l ol.Jl ng box a nd l is t t he Securit ies Act 
r e g i stra tio n s t ateme nt n umbe r of the ear l ier effec t ive reg is t rat i o n s t dtement 
for t he !jame of f e r ing. ( J 

I f d e livery o f t he pros p ec tu s is exp ec t e d to b e made pursuant to Rul e 
4 3 4, please check th e f o llowing box . [ 1 

<TABLE> 
<CAPTION> 

Title of 
Secur~ ti e~ to Be Regi stered 

CALCULATION OF REGISTHAT iON FEE 

Amount 
to be 

Reg is te red 

Proposed 
Maximum 

Agg r egdte 
Pr i ce 

Per Ul1l.t* 

Pruposed 
Maxi mu m 

Agyregat e 
Offe ring Pr i c e ... · 

Amount of 
Hegl s tration 

fee 
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certiflcates as a result ot the overcollateralization p rovisions will 
influence the yield on tIle offere d certificat~ s i n d manner simila r 
to the manner in which principa l prepayments on t h e mortgdge loans 
will influence the yield on the offered cer t ifi cates . 

o The mUlt i ple class structure of the offered certificates causes the 
yie l d of certain classes of the offered certificates to be 
particularly sensitive to ch a nges in the rates o f prepayments of 
mortgage loans. Because distributions of principa l will be made t o 
the classes of offered certificates according to the priorities 
described in this prospec tus supplement, the yield to ma turity on 
those classes of offered certificates will be sensitive to the rates 
of prepayment un the mortgage lOdns experienced both before dnd dfter 
the commencement of principal distributions on those classes. In 
particu l ar, the Class M a nd Class B certificates genera l ly are not 
entitled to recei ve (unless the dggre gate principal balance of the 
Class A certificates has been reduced to zero) any portion of the 
amount of principa l payable to the offered certi f icates prior to the 
distribution date in [ l. Thereafter, subject to the 
lOSS and delinquenc y performance of the mortgage loan pool, the Clas s 
M and Class B certifica tes mdY continue (unless the dggregate 
principal ba l ance of the Class A certificates has been reduced t o 
zero) to receive no portion of tne amount of principa l then payabl e 
to the offered certificates. After taking into account certain 
payments by the trust pu r su a nt t.o the interest rate!:l-wap agreement, 
the weighted average lives of the Class M and Class B certificates 
will therefore be longer than would otherwise be the case. The effect 
on the market value of the Class M a nd Clas s B certificates of 
changes in market interest rates or market yields for slmilar 
securities may be gredter thdn for the Class A certificates. 

The value of your c ertificates may be reduced 1f the rate of default or the 
amount o f losses is h i gher tha n expected. 

o If the performance of the mortgage loans is substantially worse than 
assumed by the rating agencies, the ratings of any class of the 
c ertificates may be lowered or withdrawn in the future. This may 
reduce the value of those certificates. No one will be requi r ed to 
s uppleme n t a ny c r edit e n hanc e me nt or t o t a ke any other action to 
ma ~ nta i n an y rating o f the cert i ficates. 

Newly origirlated mortgage loans may be more likely to default, which may cause 
l os ses on the o f f ered certi f icates . 

a Defdu l ts on mortgdge 1 0a l1s tend to occur a t lligher r a tes during the 
edrly yeats of the ,ortgdge IOdns. All of the mortgage loans have 
b een originated within th e 12 mont h s prior to their sale to the 
trust. As a resu l t, th 2 tlust may e xperience higher rates of default 
than 1 f t h e mo rtgage loans had been outstandi ng for a l onger period 
o f time. 

The c redit enhancement fedtures may ue indclequate to provide protection for 
the o f fered certificates. 

o The credit enhancement features described i n this prospectus 
supplement Fire intended to enhdnce the likelihood that holders of the 
Class A certificates, and to a l imited extent, the holders of the 
Cldss M certificates a nd, to d l ess e r deg ree , the holuers of the 
Class B 

<PAGE> 
8-22 

certifica tes, wLll receive teguld r p a yments of i nte r est ~ nd prin c Lp a l. 
However, 'de cannot a ssure you that the applicable credit enhancement 
wil l adequately cover any shortfdlls in cash aVdilable to p a y your 
certif i cates as a res u lt of delinquenc ie s o r defaults on the mortgage 
loans. If de l inquencies or defaults occur on the mortgage l oa ns , none 
of the selvicers no r any other entity will advance scheduled monthly 
payments o f i n terest and principa l on del1nquent or de f aulted 
mortgage loa n s if the advdnces are not l i.kely to be r~covered. 

a If substan tial losses occur as d result of defaults and delinquent 
payments o n the mortgage loans, you may suffer losses. 

I nterest g e nerdted by the mortga ge loans ola y be insufficient to mainta i n t he 
required level o f overcollateralization. 

The \-Ieiqhted average of the net i nterest rates on the mo.rtgage loans i s 
expected to be higher than the weighted average of the pass througn r ates on 
the offe r ed certificates. InteLest on the mortgage loans, dfter taking into 
account certain payment s received or paid by the trust pursuant to the 
interest rate swa p a gre ement, is expe c t e d t o g ene rate more intere st than is 
needed to p~ y in terest owed o n the o ffered certificates and to pay certain 
fees and expenses of the trust. An y remaill i ng interest generated b y the 
mortga g e loa ns will the n be used to absorb loss e s that u c cur on the mortga ge 
loans. After these f inancial obligations of the trust are covered, the 
available excess illte re st generated by the mo r tgage l oarls wi l l be used to 
ma int a i n ove rcol l atera l ization at t he requi red level det ermined as provided i n 

Page 17 of219 

http://www.sec.gov/ Archives/edgar/data/1 03044210000905148050062511efc5-2657 _prospe ... 8/3/2012 



I II-4 
<PAGE> 

SIGNATURES 

Pursuant to the requirements of the Securities Act of 19J3, the 
Re gistrant certifies that (1) it hdS reasonable grounds to believe tha t it 
meets all of the requirements for filing on Form S- 3 and (2) it reasonably 
believes that the security rat i ng requirement of Transaction Requirement B.S 
of E'orm S-3 will be met by the time of sale of each series of securities to 
which this Registration Statement relates and has duly caused this 
Registratioll Statement to be signed on its behalf by the undersigned, 
thereunto duly authorized, in New York, New York, on the 23rd day of December, 
200 5 . 

MORGAN STANLEY ABS CAPITAL I INC. 

By: /sl Steven Shapiro 

Name: Steven Shapiro 
Title: Vice P~B sldent 

Pursu a nt to the requirements of t h e Securities Ac t of 1933, this 
Registration Statement has been signed below by the following persons in the 
capacities and 0[1 the dates indicated. 

KNOI~ ALL MEN BY THESE PRESENTS, that each person whose signature 
appears b elow constitutes and appoints each of Gdil P. McDonnell and Anthony 
Tufariello, or any of them, his or her true and lawful attorneys - in - fact and 
agerlts, wittl full power of s ubstitution and resubstitution, for llim or her and 
his or her name, place and stead, in any and all capacities, to sign any and 
all amendments (including post-effective amendments) to this registration 
statement, and to file the same, wi th all exhibits thereto, and other 
documents in connection therewith, \'litn the Securities dnd Exch ange 
Commission, granting unto said attorneys-in-fact and agents, and each of them, 
full power and authority to do and perform each and every act and thing 
requis i te arid n e cess a ry to b e done in and about the premises, a s fully tu all 
intents and purposes as he or she might or could do in person, hereby 
r atify i ng dnd cunfirming all that sa i d a ttorneys-in-fact and agents or any of 
them, or their substitutes, may lawfully do or cause to be done by virtue 
hereof. 

<TABLE> 
<CAPTION> 

<S> 

Si gndtu.ce 

/s/ Anthony Tufariello 

Anthony Tufariello 

lsi William Forsell 

William Forsell 

/sl Gail P. Mc Donnell 

Gdil P. McDonnell 

lsi Howard Hubler 

</TABJ-,E> 

</TEXT> 
</DOCUHENT> 

HOWard Hubler 

Ruth Lavalle 

\":l lliam Latham 

Titl e 

<c> 
President and Director (Principal Executive 
Officer) 

Treasurer (Principal Financial Officer and 
Principa l Accounting Officer) 

DLre c tor 

Director 

Director 

Director 
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Date 

<c > 
December 21, 2005 

December 21, 2005 

De c embe r 21, 2005 

December 21, 2005 

Decembe r 2005 

December 2005 
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<DOC UMENT > 
<TYPE>S -3/A 
<SEQUENCE> 1 
<FI LENAME>efc 6- 0580 forms3a. tx t 
<TEXT> 

As filed with the Securi ties a nd Excha nge Commis s ion on February 2 1, 2006 

Regi strat ion Statement No . 333- 130694 

SECURITI ES AND EXCHANGE COMMISSION 
Washi ngton, D.C . 20549 

Amendment No . 

to 
REG I STRATION STATEMENT 

ON FORM S-3 
UNDER 

THE SECURITIES ACT OF 19 3 3 

MORGAN STANLEY ABS CA PITAL i INC. 
(E xact n ame of registrant as spec ified in its c h a rter ) 

Dela\-Ia r e 
(S t ate of I nCorporat ion) 

1 3 - 393922 9 
( I . R. S . EmpJ oyer 

Ide ntlfica t ion No . ) 
1 585 Broad \.Jay 

New Yor k, New Yo rk 10036 
(2 1 2) 76 1-4 00 0 

(Add r ess , i ncludi ng zip code , a nd t e l ephone numb e r, 
i n cluding deea code , o f princ ipa l execut i v e off .l ce!:» 

An t hon y Tufariel l o 
President 

t-1or ga n S t anley ABS Capital I I nc . 
1585 Broddway 

New York , Ne w York 10036 
(212 ) 761 - 4000 

(Name , address , i ncluding zip c 6 de, and telephone 
number, inclucltng area code , of agen t for serv ice ) 

',..) i th a copy to : 

<TABLE> 
<CAP"fION> 
<S> 
Michelle Wilke, Esq. 
Morgan Stanley & Co. 
Incorporated 
1585 Broad\.,ay 
New York , NY 10036 
<!TABLE> 

<C> 
Siegfried Knopf, EHq. 
S1dley Austin LLP 
787 Seventh Avenue 
New York, New Yurk 100 1 9 
( 212) 839-5334 

<C> 
Michael S. Gambr o , Esq . 
Cad t·Jalader , Wicke r s h a m & Taf t LLP 
One Wo rld Financ i a l Center 
New Yor k, New York 1 0281 

Appr6ximate date of c o mm e nceme nt of p roposed sal e to the publi c: From 
time to time dfter this Regist ration Statement becomes effect i ve . 

I f the only securities being registered on this form are bei ng 
offe r ed pu rsuant t o dividend or i nterest reinvestmen t plans , please c hec k t he 
fol l owing box . f ) 

If dny o f t he secur it i es being reg i s t e red o n th is fo rm a r e to be 
of f ered o n a de l ayed o r cont i nu ous bas i s p ursua nt to Rule 4 15 u nde r the 
Secur.i..ties Act of 1 93 3 , ot he r than secur i ties offer ed o n l y in connec tion v/ith 
divid end o r inte res t r ei nvestmen t p l a n s , please chec k t he fol 1 0 ,·l1ng box . [X) 

If t oi s form i s filed to registe r add i t ional se c ur i ties tor a n 
offe ring pu rsuant to Ru le 4 62 {b } under the Se curities /I.ct/ p lease c hee r, the 
foll md ng box and list the Secu rities Act regis tration stateme nt number of the 
earl i er e ffective r eg i stratio n stateme nt tor t h e same offe ring . [ 1 

If this for m is a post - effect ive a mendment fil ed pursuant to Rule 
462(c) under the Securities Act, check the followIng box Hnd list the 
Securi ties Act regi stration statement n~mber of the earlier effective 
registration s ta tement for the same offering. f 1 

If de l ivery of thp. pro!";pp.c\".ll!'> 1."\ f>XPFH"":tP.ri to hp mi=lrlp pllr ~ni"nt tn Rll}P 41 4/ 
p l ease chec k the £01101;ling box. [ I 

<TABLE> 
<CAPTION> 

CA LCULATION OF REGISTRAT I ON FEE 

Page 1 of214 

<C> 
Christophe r DiAngelO, Esq. 
Oet'ley Ballantine LLP 
1301 Avenue of the Americas 
New York J New York 100 19 
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the same e f fec t on the holders o f t he offe r ed cer t ifica t es as a 
p r e p ayme n t of those mortgage l oans. 

Any se r v i ce r i ndiviuually , or a l l o f t h e servi cers together, ma y 
p u r chase a l l of the mortgage loans 't/hen the aggregate stated 
p ri n c i p a l balance of the mortgage l oan s dS o f t h e la st day ot the 
reldted due period is e qual to or l e ss tha n 1 0 % of the aggregate 
stated princ i pal bal a nce of t h e mortgage loan s as of the cut off 
date. 

If the rate of default a n d t h e amount of losse s on the mortgage loan s is 
h igher t han you expect , then your yield may be l o wer than you expect . 

o As a resul t of the absorpt ion of rea l ized losses on the mortgage 
l oans by €xce~s i n t eres t, after ta ki ng into accoun t ce r tain pa yments 
recei ved or pa i d by t he t rus t pu r suan t to t he intere s t n ot te s \",ap 
agr eeme n t, a nd overcollateralization as descr i bed i n thi s p rospec t us 
suppleme n t, l iquidations of d efau l t ed mo r tgage loans, \'lhether or no t 
rea l ized l osses are i ncurred upon t he l i q uidations , are l i kely to 
r esult in an earlier return of pri nci pa l t o t he offered ce r t ': ficates 
and a re l ikely to inf l ue nce t he yie l d o n t he offere d cer t ificates in 
a manner s i milar to the rndnner i n "Ihich p ri ncipa l prepayments on the 
mort g a ge l Oans "lOuld intluence the yie ld o n t he offered 
certif i ca t e s . 

o The overcol lateralization provisi ons dre intended to result in a n 
accelerated rate of princ i pal dis tributions t o h olders of t he 
offered cert ificates t hen e ntitled to princlpa l distribu t ions at an y 
time that the overcollateral ization provided by the mortgage loan 
poo l f a l ls below the required level . An e arlier return of principa l 
to the holders of t he offered 

<PAGE> 
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ce r tificates a s a r es ult of the overcol l a t eral ization p rovi s ions 
wi l l inf l uence t he yield o n the offered cert i ficates i n a ma nne r 
simi lar to the ma n ner in \>Ihich principal prepaymen t s on t he mor t gage 
l oans \-,i ll influence th e y i el d on the o f fered certificates. 

o The n\u l ti p l p class structure of the o ff e red certifi~ates causes the 
yi~ld of c ertain classes of t he of f e red cert i fi cates to be 
pdrticularly sensitive to cha nges in the r a t es of prepayments of 
mortgage- l oans . Because dist r ibu t ions of pr i ncipa 1 \'li 11 be made to 
t he clas s e s of offered certif icates dccording to the priorities 
de s c ribed i n th is pr.ospectus s upp l eme nt, t he yield to maturity on 
t hos e c lasses of offered ce r t if ica tes wil l b~ sensitive to the rates 
of p repayment on the mortgage l Oans experienced both be f ore a nd 
after t he cOlilTnencement of pri ncipal distribution s o n t hose classes . 
In pa r ticul ar, t he Cl ass M and Cl ass B cert i f ica tes g e nerally a re 
no t e n t i t l ed t u rece~ve (un l ess t he aggrega t e princ~pa l balance o f 
the Cl ass A cer t i Licates has bee n r educed t o 'Zero) d ny por tion o£ 
t he amou n t ot principal payable t o the o f fe r ed certif icates prior to 
the dis tribution date in ( 1 . The r eafter , s ubj ec t t o 
the l oss and delinquency performance -'J f -t' he mo r t gage loa n pool, t he 
Class M and Cl ass B certif.1.cdtes may cont i n ue (u nl ess the aggregate 
principal balance of th e Class A cert if i cates has b een reduced to 
zero ) t o recei · ... ·e no portion at the amoun t o f principal then payable 
t o the offered certificates . After ta~ing into account cer tain 
payments by t he trust pursua n t to the intere st rate swap agreement , 
the ~'Jeight ed average lives at t he Class M and Cl ass B cert':'f .i. catet; 
,'Iill there f o re be longe r than '.'JOu l d othen-lise be t he case . The 
ef f ect on the marke t value of the Cla ss l'-I and Cl ass B certificates 
o f changes in marke t i n te rest rates or mar ket yie l ds for similar 
securi t ie s may be gceater than for t he Class A certificates. 

The va l ue o f YOU 1 certificates may be reduced i f the r at e of defgult or the 
amount of losses i s h igher than expe cted. 

a If the performance o f the mor t gage loans is s ubstan tially worse t ha n 
assumed by the r ating agencies, t he rating s of any c lass of t he 
ce rt..i.fi ca t Es may be lowe red or \",ithdrawn in t he fu t ure. Th is may 
reduce the value of those certif i cates . No one wi ll be required to 
suppl emen t any credit enha nceme n t or t o take any o t her act i o n to 
mainta in a n y ra t in g of the cert i ficate s. 

New'ly 0ri ,) i n(\t e d mor t']a')e loans may be more l ike ly to defau l t, ,·,hich ma y C3 UCC 

losses o n t he offered cert if:cdtes . 

o Defa ults on mortgage loans tend to occur at h igh er r dtes during the 
early year s of the mortgage loa ns . All o f t he mortgage l oan s have 
b e e n originated within the 1 2 month s pri o r to their sale to t he 
trust . As a re sult , the trust may expe r ie nce higher r ates ot default 
than i f the mortgage lOdn!:; had been outs t andi ng fo r a longer peeiod 
o f time . 

The I..:redit enhal .c ement H;~at\Jres may be i nadequate t o p r uvide pr o t ec ti o n for 
the offered cer t if icates . 

o The c r edit enhancement feature s descr i bed in t h i s p r ospec tu s 
supplement a r e in tended to enhance t he l ikelihood that holde r :::; o f 
the ClaBs 8_ cp. f t i fit!atf:>s , and to a l imi ted extent, the holders of 
the Cla.ss f;J ce r t i.t icates and , to a lesser degree , the holders of the 
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(c) Unde r taking in respect of indemnification : 

I nsofar as i n de rrmification for liabil i ties ari.s~ng under -che Securities Act of 
1933 may be perlll .L tted to directors, officers and controlling persons of the 
Registrant pursuant to the provisions described under Item 15 above, or 
otherwise, the Registrant has been advised that in the opinion of the 
Commission such indemnification is against public policy as expressed in the 
Securities Act of 1933 and is, therefore, unenforceable. In the event thdt a 
cla i m for indemn i ficat i on against such liabilities (other than the payment by 
the Registrant of expenses incurred or paid by a director, officer or 
controlling person of the Registrant in the successful defense ot any action , 
suit or proceeding) is asserted by such director, officer or controlling 
person in connec [ ion with the securities being registered, the Registrant 
vlill, unless in the opinion of its counsel the matter has been settled by 
controlling precedent, submit to a court of a ppropridte jurl ~diction the 
question vlhether such indemniflcation by it is aga inst public policy as 
expressed i n such Securities Act uf 1933 dnd will be governed by the final 
adjudication of such issue. 

(d) Underta ki ng in respect of qualificat i on of trust indenture under the 
Trust Indenture Act of 1939 : 

The undersigned reg~strant hereby underta kes to file u n a pplicdtion for the 
purpose of determining the eligibility of the trustee to act under subsection 
(a) of Section 310 of the Trust Indenture Act of 1939 in accordance \-lith the 
ru l es and regulations prescribed by the Commission under Section 305 (b) (2) of 
the Trust Indenture Act of 1939. 

(e) Unde rtaking in respe ct of incorporation of subsequent Exchange Act 
documenLs by third parties : 

The unders~gned Reg~strant hereby undert d kes that, for purposes of determini ng 
any llabi lity under the Secu r i ties Act o f 1933, each filing o f the annua l 
report pursuant to Sec ~ ion 13(a) or Section 15(d) o f the Securities Exchange 
Ac t of 1 934 o f a third party that is incorporated b y re f erence in t he 
Registration Statement In accordance vJith Item 1100 (c) (1) of Regulation AB 
shal l be deemed to be a new Registrat i on Statement re l ating to the securities 
offered therein, and the offering of such securities at that time shall be 
deemed to be the initial bona fide offering thereof. 

(f) undertak ~ ng in r8spect of informat i on provlded throuyh the Internet: 

The unders~gned Reg i stra nt hereby undertakes that, except as otherwise 
prov';'ded by Item 1105 of Regulat ion AB, information provided in respon.se to 
that l tem pursuant to Kule 312 of Regul<.lt i on S-T through the specified 
Internet address i n lhe prospectu ~ is deemed to be a part of t he prospectus 
included in the Registration Stat~ment. In addition, the undersigned 
Regis t rant hereby undertakes to provide to any person l.-Jithout charge, upon 
request, a copy of the information provided in response to Item 1105 of 
Regulation AB pursuant to Rule 312 of Regulation S- T through the specified 
Internet address a s of the date of the prospectus included in t he Regis t r a tion 
Statement if a subsequent update or change is made to the informat i on. 

II- 4 
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S IGNATURES 

Pursuant to the requirements of the Securities Act of 1933, the 
Registrant certifies that (1) it has reasonable grounds to believe that it 
meets all of the requirements for filing on Form S- 3 and (2) it reasonably 
believes that the security ratlny requ~rement of Transaction Requirement 8.5 
of Form S-3 "J i ll be met by the time of sale of each series of securities to 
1.1hich this Registration Statement relates and has duly caused this amendment 
no. 1 to the Registration Statement to be signed on its behal f by the 
undersigned t thereunto duly authorized, in New York, Ne1."l York, on the 15th day 
of Februa~y 2006. 

HORGAN STANLEY A'3S CAP I TA L I INC. 

By : lsi Steven Shapiro 

Name: Steven Shapiro 
Tit l e: Vice President 

Pursuan t to the requirements of the Securities Act of 1933, this 
amendment no . ] to the Reg i stration Stateme nt has been signed b e l m'J by the 
follO\'11ng pe rsons in the capaciti e s and o n the dates indicated . 

<TABLE> 
<CAPTION> 

SignaLure 

<S> 

Title 

<c> 
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Date 

<C> 
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• lsi 

An thony Tu farie l lo 

• lsi 

Wi l l iam Forsell 

/sl Gail P. McDonne l l 

Gail P. McDonnell 

A Is/ 

Howard Hubler 

Ru th Lavalle 

Wi lliam Latham 
<!TABLE > 

'By : lsI Gail P. McDonnei l 

Attorney-in-fac t 

</TEXT> 
</ DOCUMENT> 

Preside n t and Direc t or (Pri nc ipal Execu t i ve 
Office r) 

Treasurer (Principa l Finilnc.i.. a l Officer a nd 
Pr incipa l Account i ng Officer) 

Direc tor 

Director 

Directo r 

Director 

II- 5 

Page 214 of214 

Februa ry 15 t h , 20 0 6 

February 15th, 2006 

February 15th , 2 00 6 

February 15 th, 2 006 

Feb rua ry , 20 0 6 

February 2006 
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<DOCUMENT > 
<TY PE>S - 3/A 
<SEQU C:NCE > 1 
<FILENAME>e fc6 -1 020 forms3a .txt 
<TEXT> 

As filed with t he Securitie s and Exchang e Commi ssion on March 10 , 2006 

Reg istration Statement No . 333- 130694 

SECURITIES AND EXCHANGE COMMISS ION 
Washington, D.C. 205 49 

Amendment No . 2 

to 
REG ISTRATION STATEMENT 

ON FORM S- 3 
UNDER 

THE SECURITIES ACT OF 1933 

MORGAN STAN LEY ABS CAPITAL I INC. 
(Exact n ame of reg i strant as specified in i ts charter) 

Delaware 
(State of I ncorporatio n) 

13-3939229 
(I . R . S. Employer 

Identificati on No .) 
1585 Broadway 

New York, New York 10036 
(2 12) 761-4000 

(Address , inc luding zip c ode, and telephone number, 
including area code, of princip a l executive offices) 

An t h on y Tufari el lo 
Pres ident 

Morgan Stanley ABS Capit a l I Inc. 
1585 Broadway 

New York, New York 100 36 
(212) 761-4000 

(Name , address, including zip code , and telephone 
n umber , incl uding area code, of agent f or serv ice ) 

with a copy to: 

<TABLE> 
<CAPTION > 
<S> 
Michell e Wilke, Esq. 
Morgan Stanl ey & Co. 
I ncorporated 
15 85 Broadwa y 
New York, NY 1003 6 
</TABLE> 

<C> 
Siegfried Knopf, Esq . 
Sidley Austin LLP 
787 Seventh Avenue 
Ne w York , New Yor k 1001 9 
(212 ) 83 9-5 334 

<C> 
Michael S. Gambro, Esq . 
Cadwalader, Wickersham & Ta ft LLP 
One World Financial Center 
New York, New York 10281 

Approx imate date o f commenceme nt of proposed sale to the public: From 
time to time after this Reg isLL dLioJl SLd Lement becomes effective . 

If the only securities b eing regis tered on this form are being 
offered pursuant to dividend or interest reinvestment plans, pleas e check the 
following b ox. [ ] 

I f a n y of the securities being reg i stered on thi s form are t o be 
o ffered on a delayed or continuous basis pursuant to Rule 115 under the 
Securi ties Act of 193 3, other thdn securitie s offered onl y in connection with 
dividend or interest rei nvestment plans , pl ease check the following box. [X] 

If th is form is fi l ed to register additional securities for an 
of f ering pursuant to Rule 462(b) under t h e Securities Act , please chec k the 
t o l low i ng box and list t he Securities Ac t r eg i stra tio n statement number o f the 
earlier ef fective r egistrati on statement for the same o f fering. [ J 

<C> 
Chris to!= 
Dewey Ba 
1301 AVE 

New York 

1 of 256 8/10/ 20122:23 Pi\J 
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If this form is a post-effective amendment filed pursuant to Rule 
462(c) under the Securities Act, check the fol l owing box and l ist the 
Securities Act registration statement number of the earlier effective 
registration statement for the same offering . [ ] 

If del i very of the prospectus is expected to be made pursuant to Ru le 434, 
please check the following box. [ ] 

<TABLE> 
<CAPTION> 

CALCULATI ON OF REGISTRATION FEE 
============~==----~--=~======================--~-~---~-~=~~~--=~~=======~===================~=~~---~~=.~~--~ 

<S> 

Title of 
Securities to Be Registered 

Mortgage BacKed Securities . . ... 

</TABLE> 

Amount 
to be 

Registered 

<C> 
$50,001,000,000 

Estimated for the purpose of calcu lating the registration fee . 

(1) $107.00 of this amount was previously paid. 

Proposed 
Maximum 

Aggregate 
Price 

Per Unit* 

<C> 
100% 

The Registrant hereby amends thi s Registration Statement on such date 
or dates as may be necessary to del a y its effective date until the Registrant 
shall file a further amendment that specif i cal ly states that this Registration 
Statement shall thereafter become effective in accordance with Sect t on B(a) of 
the Securities Act of 1933, as amended, or until the Registration Statement 
shall become effective on such date as the Commission, acting pursuant to said 
Section B(a), may determine. 

<PAGE> 

The information in this prospectus supplement is not complete and may be 
changed. We may not sell these securities until the regi s tration statement 
filed with the SEC is effective. This prospectus supplement i s not an offer to 
sell these securities and it is not soliciting an offer to buy these 
securit i es in any state where the offer or sale is not permitted. 

Subject to Completion, Dated MarCh 9, 2006 

PROSPECTUS SUPPLEMENT 
(To Prospectus dated [ ____ _ ] ,2006) 

$ [---o----c:-----:-~~___:_-
Mortgage Pass Through Certificates, Series 2006 [ 

Morgdn Stanley [Mortgage Loan] Trust 2006-
Issuing Entity 

Morgan Stan l ey ABS Cdpit d l I ~nc. 

Depositor 
Morgan Stanley Mortgage Capital Inc. 

Sponso r 

Servicer 

The following cla sses of certificates are being offered pursuant to 
thi s prospectus supplement and t h e accomp a nying prospectus: 

<PAGE> 

Class 
Class A-I 
Class A-2 

Original Class Certificate 
Balance 

$[ - --- - --­
$[-----

Pass Through Rate 
Variable 
Variable 

Proposed 
Maximum 

Aggregate 
Offering Price* 

<C> 
$50,001,000,000 

Ame 
Regi 

<C> 
$5,350, 

8/10/20122:23 PM 
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mort gagor from prepaying t h e rela t ed mor tgage loan d u r ing the 
applicabl e period. 

o Each o f t he origina t ors may be required t o purchase mortgage l oans 
from the trust in the event certain breaches of its representations 
and warranties occur o r certain material document de fects occur, 
which in each case have no t been cured. These purchases will have 
the same effect on the holders of the offered certificates as a 
prepayment of those mortgage loans. 

o Any servicer individually , or all of the servicers toge ther, may 
purchase all of the mortgage 10dns when the aggregate stated 
princ ipal balance of the mortgage loans as of the last day of t he 
re l ated due period is equa l to or less than 10% of the aggregate 
stated principal balance of the mortgage loans as of the cut o ff 
da t e. 

If the rate o f default a nd t h e a mount o f l osses o n t he mor tgage l oans i s 
higher than you e xpect , then your yi e l d may be lower than you expect. 

o As a result of the absorption of r ealized losses on the Inortgage 
loans by excess interest, af ter t a king into account certain payments 
received or paid by t h e t rus t pursuant to t h e interest rate swap 
a greelnent, and ove rcolla t era li zation as described in this prospectus 
supplement, liquidations of defaul ted mortgage loans , whether or not 
real ized losses are incurred upon the liquida tions , are likely to 
resul t i n an e a rlier return o f principal to the offered certificates 
a nd are like l y to influence the yield on the offered certificat es in 
a manner similar to the mann er in whi c h principal prepayments on the 
mortgage loans wou l d influence the y i e l d on the offered 
certificates. 

o The overcollatera l ization p rovisions a c e inte nded to result in an 
accelerated rate o f principa l distributions to holders o f the 
offered certif ica te s then enti tled to principal distributions at any 
time that the ove : col l ate ralization provided by the mortgage loan 
pool falls b e l ow t h e required lev el. An earlier return of princ ipal 
to the holders of t h e of fered 

<PAGE> 
3- 22 

certificates as a result of the overcol la teralization provisions 
wi ll influence t h e yi e ld on the o ff e r ed certificates in a manner 
simi lar to the manner i n which principal prepa yments o n the mortgage 
l oans will influence the yield on the offered certificates. 

o The mUltiple class structure of the offered certificates causes the 
yield of certain classes of the offered certificates to be 
particularly sensitive to changes in t h e r ates of prepayments of 
mortgage l oans . Because dis tributions of principal will be made to 
the clas ses of offered certif · cates according to t he priorities 
described in this prospect us supplement, the yield to maturity on 
those classes of offered certificates wi I b e sensit ive to the rates 
of prepa yme nt on the mortgage loans experienced bot h before and 
after the commencement of principal distr i but i o ns on t hose c l asses . 
In parti cular, the Cl ass M and Cl ass B cer tif i ca tes generally are 
not e nt itled to receive (un l ess t he aggrega te principal balance of 
the Cl ass A certific ates has been r educed t o zero ) any port ion of 
the amount of principa l payab l e t o the offered certif i cates prior to 
the distribution date in [ J. Thereafter , subject to 
the loss and delinquency per formanc e of th e mortgage loan pool, the 
Class M and Class B certif icates may continue (unless the aggregate 
principal balance of the Class A cert i ficates has been reduced to 
zero) to receive no portion of the amount of principa l then payab l e 
to the offered certificates. After taking into account certain 
payments by t h e trust pursuant to the ihterest rate swap agreement , 
the weighted average lives o f the Cl ass M and Class B ce r tificates 
will therefore b e l onger than woul d otherwise be the case . The 
ef f ect o n the marke t value of the Class M and Class B cer t ificates 
o f cha ng es in mdrket i nter est rate s or market yields for s imi l ar 
secur ~ ti es may be greate r than for the Class A cer tificates. 

The value o f your certif icates may be reduced if the rat e of default or the 
amount of losses is highe. t han expect ed. 

o If the p erfo r ma n ce o f t h e n,ortgage loans i s subs t a ntia lly wo rs e th a n 

8/10/20122:23 Pj\j 



210f256 

http:// sec.gov /Archives/ edgar/ data/ l 030442/000090514806002120/ efc6-1. 

assumed by the rating agencies, the rat i ngs of a ny c l ass of the 
certificates may be lowered or withdrawn in the future. This may 
reduce the value of those certificates. No o ne will be required t o 
supplement any credit e nhancement or t o take any other action to 
maintain any rat i n g of the certific ates . 

Ne wly originated mo r tgag e l oans may be more like ly to defaul t, which may cause 
losses on the offered c e r ti f icates . 

o Defaults on mo r tgage l oans tend to occur at higher rates during t h e 
early years of the mortgage loans. All of t h e mortgage loans h ave 
been or i ginated within the 12 months prior t o t h e ir sal e to the 
trust. As a result, t h e trust may e xperi e nc e h i gher rates of defaul t 
tha n i f t h e mortgage loans had been out s t a nding tor a longer pe r iod 
o f time . 

The credit enh a nceme n t f eatures may be inadequate to provide protection f or 
t he o ff e r e d certificates. 

o The credit enhancement fea tures described i n t his p rospectus 
supplement are in tended to enhance the likel i hood that holders of 
the Class A cert ificates , and to a limi ted extent , the holders of 
the Class M certificat e s and, to a less e r d eg r ee , the holders of t h e 
Class B 

<PAGE> 
S- 23 

certi f i ca t es , will rece ive r e gula r p ayment s o f inte r es t a nd 
principal. However , we can no t assure you tha t the app licable credit 
enhancement will adequately cover any s ho r tfall s in cas h a v ailabl e 
to pay your certificat es as a resu l t o f delinquencies or defaults on 
the mortgag e l oans . If delinquencies or defaults occur on the 
mortgage l o ans , none of the service rs no r a ny other entity will 
advance schedu l ed monthly payments of interes t a nd principal on 
delinquent or defaul ted mor tgage loans if the a dvance s are not 
likely to be recovered . 

o If substant ial los ses occur as a result of defaults and delinque n t 
payments on the mortgage loans, you may s u ffer losses. 

Interest generat e d by the mort gage l oan s ma y b e i n s u ff i c i e n t t o maintain the 
require d lev e l o f overcollate r a l ization. 

The we ighted a ve r a g e of th e net interest rates on the rnortgage l Oan s i s 
expected to be higher t h an the weighted average of t he pass thr ough rates on 
t he offered certifica te s . I n te rest on the mortgage l oans , a fter taking i n to 
account cer tain payments received or paid by the trust p ur s u ant to the 
inte r es t rate swap agreeme n t , i s expected to g enera t e mo re i nterest than is 
needed to pay interes t owed on t h e offered cert ificat es a nd to pay certain 
fees and expenses of the t r ust. Any remaining interest g e nerated by the 
mortgag e loans will the n b e used to a bsorb loss e s tha t occur on the mortg a ge 
loans . After these fi nanci a l obligat ions of the trus t are covered , the 
a v a ila ble excess interes t generated by the mortga ge loans will be used to 
ma inta in over col l aterali zat i on at the required l evel de t ermined as provided in 
the pooling a nd servi cing agreeme nt. We canno t assure you , however, that 
enough excess interest will be gen e r a t ed t o absorb losses or t o ma intai n the 
r e quired leve l o f ove r collate r a l iza tio n. The f actors described be low, as well 
as the fac t o rs described in t he nex t Risk Fac t or , will affec t t h e amo unt of 
excess interes t that the mortgage l oans will gen e r ate : 

o Every time a mortgage loan is prepai d in full , exce ss interest may 
be reduced b ecau se the mortgage loan wi ll no l onge r be outstanding 
and generating inte r est or , in t h e cas e of a par t ia l prepayment, 
will be generating less interest. 

o Every time a mo r tgag e loan is liquidated or written off , exc es s 
interest may b e reduced because t hose mo r t gage loans wi ll no l onger 
be out standing and g e nerat ing interest. 

o If t he rates of d e linqu e nc ies , defa ult s or losses o n the mortgage 
l oans t u r n o ut to be h ig h e r tha n e xpe c ted, excess i nte rest wi ll b e 
r educed by the a mount necessary t o c ompe nsa t e for any s hort fa l ls i n 
cas h avai l ab l e to ma ke req u i red d i stribut ions o n the o f f ered 
certif icate s. 

o Subst anti a l ly all of t h e ad justable r ate mortgGge loans have 
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(c) Undert a king in respect of indemnifi cation : 

Ins ofar as indemnifica tion f or liabil i ties ari sing under the Securities Ac t of 
1 933 may be permi t t e d to di rectors, offi cers and controlling person s of the 
Registrant pursuant t o t h e provisions described unde r Item 15 above , or 
otherwise, the Reg istrant has been advised that in the opinion of the 
Commiss ion such indemnification is aga inst public policy as expre ssed in tne 
Securi ties Ac t of 1 933 a nd is, therefore, unenforceable. In the event tha t a 
claim for indemnification a gainst such liabili ties (other t han the payment by 
the Registrant of expenses incurred or paid by a director, office r or 
controlling person of the Registrant in the success f u l def e ns e of any act i on, 
s uit or proceeding ) is asse r ted by such director, off i cer o r controlling 
person in connection with the securities being reg i stered, the Registrant 
will, unless in the op i nion of its counsel the matte r has been set tled by 
controlling precede nt, submit to a court of appropr iate jurisdic tion the 
quest ion whether suc h indemnification by it is against public policy as 
expres sed in s uch Securities Act of 1933 and will be governed by the final 
adjudication o f such i ssue. 

(d) Undertaking in respect of qua l i fi cation of trust indenture under the 
Trust Indenture Ac t of 1939: 

The undersigned regis t rant hereby undertakes to file an applicati on for the 
purpos e of determining the eligibility of th e trustee to act under subs ect i on 
(a) of Section 310 of the Trust I ndenture Act of 1939 in accordance wi th the 
rules and regulations prescribed by the Commiss ion under Section 305 (b) (2) of 
the Trust Indenture Act o f 1939. 

(e) Undertaking in respect of incorporation of subsequent Exchange Ac t 
documents by thi rd partie s : 

Th e undersigned Registrant hereby undertakes that , fo r purposes of determining 
any liability under the Securities Act o f 1933, each fili ng of the annual 
report pursuant to Section 13(a} or Section 15(d) of the Securities Excha nge 
Act of 1934 of a thira par ty that is incorporated by reference in the 
Registration Statement in accordunce with Item 1100 (c) (1) of Regulation AB 
shall be deemed to be a new Regi stration Stat ement re l ating to the securities 
offered there in, and the offering of such securities at that time shall be 
deemed to be the i nitial bona fide offering the reof . 

( f) Undertaking in respec t of in f ormation provided thro u gh the Internet : 

The undersigned Registrant hereby under t a kes t hat , except as otherwise 
provided by Item 11 05 of Re gulation AB , i nformation provided in re sponse to 
that Item pursuant to Rule 312 of Regulation S- T through the specified 
Internet addre ss in t he prospectus i s deemed to be a part of the p r ospectus 
inc luded in t h e Regi strat~on Statement . In addit i on, t he undersigned 
Registrant hereby undertakes t o provide to any person without c h a rge, upon 
request, a copy of t h e information provided in response to I tem 11 05 of 
Regulati on AB pursuan t to Rule 312 of Regulation S-T through the specif ied 
Internet address as of the dat e of the prospectus i ncluded In the Regi stration 
Statement if a subsequent update o r change i s made to the information. 

II - 4 
<PAGE> 

SIGNATURES 

Purs uant to the requirements o f the Securit les Act of 1933, the 
Registrant certifies that (1) it has reasonable grounds to believe that it 
meets al l of the requirements for filing on Form S-3 and (2) it reasonably 
believe s that the security rating requirement of Transacti on Requirement B.5 
of Form S- 3 will be met by the time of sale of each series of securities to 
which this Registration Statement relates and has duly c 2used this amendment 
no. 2 to the Regis t ration Statelnent to be signed on its behalf by the 
unde rsigned , thereunto duly a u thorized, in New York, New York, on the 9th day 
of March 2006. 

MORGAN STANLEY ABS CAP ITAL I INC. 

By: /s/ Steven Sh apiro 

Name: Steven Shapiro 
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Ti tle: Vic e Pre~ident 

Pursuant to the requirements of the Securities Act of 1933, thi s 
amendment no. 2 t o the Re gistration Sta teme nt has been signe d below by the 
followi ng persons in the capacities and on the da tes indicated. 

<TABLE> 
<CAPTI ON > 

Signature 

<S> 

Anthony Tufariel lo 

* 

Willi a m Forsell 

/s/ Ga il P . McDonne ll 

Gail P . McDonnell 

Howa rd Hub l er 

Ruth Lavalle 

Willi a m Latham 
</TABLE > 

*By: /s/ Gail P. Mc Do nne ll 

Attorney-in- fact 

</TEXT> 
</ DOCUMENT> 

Titl e 

<C> 

Pres i dent and Di r ecto r (Principa l Execut i ve 
Officer) 

Treas urer (Principa l Fina nci a l Of ficer and 
Principal Ac counting Off i c e r) 

Dir ec tor 

Di rector 

Di rec tor 

Director 

II - 5 

Date 

<C> 

March 9th, 2006 

March 9th, 2006 

March 9th, 2006 

March 9th , 2006 

Ma rch 20 06 

March 2 00 6 
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<DOCUMENT > 
<T fPE >S-3/A 
<S EQUENCE>1 
<FILENAME>ms8892 1 9- s3a2.txt 
<DESCRIPTI ON>AMEN DMENT NO. 2 
<TEXT> 

As filed with t he Securities and Exchange Commi ss ion on March 1 4, 2006 

Registrat i on Statement No. 333-1 30684 

SECURITIES AND EXC HANGE COMMISSION 
Wash i n g t o n, D. C . 20549 

PRE - EFFECTI VE AME NDMENT NO. 2 TO 
FORM S-3 

REG I STRATI ON STATEMENT 
UN DER 

THE SECURITIES ACT OF 1933 

MORGAN STANLEY CAP I TAL I INC . 
(Exact name o f registrant as spec i f i ed in its c h a r te r ) 

De l awa r e 13-·3291 626 
(Sta t e o f i ncorporation) (I.R . S . Employer 

Identi fica tio n No . ) 

1 585 Broadway 
Ne w Yo r k , Ne w York 10036 

(2 12) 76 1- 4000 
(Address , i ncludi ng zip code , and telephone number, 

including area code , o f principa l e xecut ive off i ces) 

ANTHONY B. TU FARI ELLO 
Preslden t 

1585 Br oadway 
New Yo r k , New York 100 36 

(212) 76 1-40 00 
(Name and address , inc l uding zip code , and te l ephone 
number , i ncluding area code , of agent for s ervi ce) 

CARLOS RODRIGUEZ , ESQ . 
S~dl ey Aus tin LLP 
78 7 Sevent h Avenue 

Ne w Yo r k , New York 10019 
(2 1 2) 839- 5300 

Copies to : 

MIC HAEL S . GAMBRO, ESQ . 
ANNA H. GLICK, ESQ . 

Cadwa l ader, Wickersh a m & Taft LLP 
One World Financi al Cent e r 

Ne w Yo rk , New Yo rk 1 0281 
(2 1 2) 504-6000 

KEVIN C. BLAUCH , ESQ. 
La tham & Wa t ki n s LL P 

885 Th ird Avenue 
New Yo rk, Ne w York 10022 

(2 12 ) 906 - 1200 

Approxima t e d at e o f commencement of proposed sa l e to the publi c : From t ime to 
t ime after th i s Reg istra t ion St atement becomes ef f ective. 

I f a n y of the securities be i ng regis t ered on th is form are to be offered o n d 

d e l a yed or cont i nuous basis pursuant t o Rul e 4 15 under the Securit i es Ac t of 
19 33 , othe r t han securities o ffered on l y in connection with dividend or inte r es t 
rei nve stment plans , please c h e ck the foll owing box. [Xl 
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If the only secur iti es being r eg istered on this Form are being o ff ered pursuant 
to d ividend or interes t reinvestment plans , p l ease check the foll ow i ng box . [ 1 

If thi s Form i s f iled to r egister addit ional securiti e s f or a n off e ring purs uant 
to Rule 462(b) under the SecuLit i es Act, please check t h e fol l owing box and li s t 
the Securi t i es Act r egistration statement number o f the ea rlier effective 
registrat i on statement for the same offe ring . [ 1 

If thi s Form is a post-e ffective amendme nt filed pursuant to Rul e 462(c) under 
the Secu ri ties Act, c heck the following box a nd li st t he Securiti es Ac t 
reg i s tra tio n sta teme nt number o f the earli e r ef f ectiv e r e g istratio n s tatement 
f or t h e same offer i ng. [ 1 

If this Form is a regi stration statement pursuant t o Genera l Instruct ion I . D. o r 
a pos t - effect ive amendment the reto that shall become effe c tive upon f iling wit h 
the Commission purs u a n t t o Rul e 462 (e) und e r t he Secur i ties Act, c heck the 
f o llowi n g box. [ 1 

If this Form is a post -effect ive ame ndment to d reg istration sta tement file d 
pursua nt to Gene ral Ins tructi on I.D. fil ed t o r egister additional securitie s or 
addi t i on a l c lasses o f securiti es pursuant t o Rule 41 3(b) under the Securiti es 
Act, check the f ollowing box. [ 1 

<TABLE > 
<CAPTION> 

CALCULATI ON OF REGIST RATI ON FEE * 
================~======~ .--==============-~~~~~= -~-~====================================~====~=====~ 

<S> 

Title of Secu r i t i es 
being Regi s t e red( l) 

Amount 
b e i ng Regi s t e r e d (2) 

Propo sed Max i mum 
Of fering Price 

Per Unit 

<C> 
Mortgage Pass-Through Certificates 

<C> 
$50 ,000,00 0 , 000 10 0% 

</ TABLE> 

( 1 ) 

(2 ) 

(3) 

(4 ) 

* 

This Reg i st r a ti on St a t ement a nd the r e gis t ra t ion f e e per t ain t o t h e 
initia l o ff ering of the Mortgage Pass - Through Cert i f icates regis tered 
hereunder by t he Registran t . 

I nclude s $29,172 , 760,3 22 o f unsold Mortgage Pass - Through Cert i ficates 
regis tered on the Reg i s tra nt's Regi stra tion State ment on Form S-3 , 
(Re g i strat ion No . 333-1 25593) , wh ich was init ially f i led with t he 
Se c uriti es and Exchange Commi ss i o n on June 7, 2005 , as amended by that 
certai n Pre - Effective Ame ndment No .1, whi ch was fil ed on J un e 28 , 2005 
and that certain Pre Effective Amendment No. 2 , wh ich was filed on June 
30 , 2 005 (the "Prior Reg istra tion Statement") . Such $29,17 2 ,7 60 ,322 o f 
u ns o l d Mort gage Pass-Through Ce r tificates i s being carri ed fo rward in this 
Reg i s trati on Statement pu rsua nt t o Ru le 429. 

Estima ted so l e l y for purposes o f calculating the reg istrat ion fee. 

I n ac cordanc e with Rule 45 7(0) of t h e Securiti es and Exchange Commiss ion's 
Rules and Regulat i ons unde r t he Securi ties Act of 193 3, as amended. $107 
of t he r egistration fee wa s paid in connection wi th t he i niti a l filing of 
thi s Regist ra t ion St atement. The registratio n fee of $3 , 433 , 633.89 i n 
connection wit h t he unsold a mount o f $29 ,17 2 , 760 , 32 2 o f Mortga ge 
Pass -Through Ce rti ficates ca rried torward fr om the Prior Registra tion 
Statement h a s been previous ly paid by the Registrant unde r t h e Prior 
Regist rati on Stat ement. Purs uant t o Rule 457 of the ~ecurit i es a nd 
Exchange Commission ' s Rules a nd Re gulat ions unde L the Se curi ties Act of 
1933, as ame nded , such fil i ng fe e i s o f fset aga i nst the fil ing fee 
c u rrentl y due in connecti o n with t hi s reg i stratio n s t a t ement. 

To the extent tha t any series of Certificates o f fe red pursuant to thi s 
Regi stration Statement evidences a b e neficial owne rship i n t e rest in a 
Trust Fund conta i ning MB S that have been previous l y is sued by the 
Regis trant, t hi s Regist r a tion St at e me nt is deeme d t o regist e r such 
underlying MBS . 

PropO SE 
Ag~ 

Offe rinc 

<C> 
$5 0,00e 

8/ 10/2012301 PM 
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denominati o ns and registered in s uch names as r equi r ed by the underwrite r t o 
permit delivery t o each purch aser . 

D. Undertaking in respect of i ndemnifi cat i o n . 

Insofar as indemnification for liabilities arising under the Act may be 
permitted to d i rectors, offi cers and cont rolling p e r sons of the Regi strant 
pu r suant to the provisions described in It em 1 5 above , or otherwise , the 
Registrant has b een advised that in the opinion of the Securities and 8xchange 
Commi ss ion such indemnifi cat i on is aga i nst public policy as expressed in the Act 
and is, therefore, unenforceable . In the event that a cla im for indemnifi cati on 
aga inst such liabilit ies (other than the payment by the Registrant o f expenses 
inc urre d or paid by a d irect o r, o fficer or controlling person o f the Registrant 
in the s uccessful defense of any action, s uit or proceeding) is asse rt e d agains t 
the Regis tra nt b y s u c h director, o fficer or control ling person in connection 
with the securities be ing registered, the Regi s trant will, unless in the op inio n 
of it s counse l the matt e r ha s been settled by contro lling precedent, submit to a 
court of appropriate jurisdiction the question of whethe r such indemnifi cation 
by i t is against public pol i cy as expressed in the Ac t and will be gov erned by 
the final adjudication o f such issue. 

E. Undertaking i n respect of incorporation of subsequent Exchange Act 
documents by third parties. 

The unde r signed registrant hereby undertakes that , for purpos e of 
determining any liability unde r the Act, each filing of the annual report 
pu r s u a nt to section 13(a) or section 15 (d) of t he Securi ties Exchange Act of 
1 934 of a thi r d pa rty that is incorpora t ed by reference i n the Registration 
Statement in accordance with Item 1100 (c) ( 1) o f Regulat i on AB shall be dee me d to 
be a new Registration Statement relating t o the securities of fered t he r e i n, a nd 
the offering of such securi ti es at that time s hall be deemed to be the init ial 
bona fi de offering thereof. 

F. Unde rtaking in respect of info rmation provided through an lnterne t We b 
site. 

The undersigned Registrant hereby undertakes that, except as otherwise 
provided by Item 1105 of Regulation AB, informat ion provi ded in respon se to that 
Item pursuant to Rul e 312 of Regulation S-T through the spec ified Internet 
address in t he prospectus is d eemed to be part of the prospectus included in the 
Reg istratio n Statement. In addition, the unde rsigned regis trant hereby 
unde r takes to provide to any person without charge, upon request, a copy of the 
information provided in r esponse to Item 1105 of Regulation AB pursuant to Rule 
312 of Regula t i on S-T through the specified Internet address as of the date of 
the prospect us included in the Registration Statement if a subsequent update or 
change is made to the information . 

II -5 
<PAGE> 

SIGNATURES 

Pursuant to the requirements of the Secur i ties Act o f 193 3 , as amended, the 
Registrant certif i es that i t has reasonab l e gro unds to be lieve that it mee t s al l 
of the requirements for filing on Fo rm S-3, r easonab ly believes that the 
security rating requirement conta ined in Transact ion Requ irement B . S . of Form 
S- J will be met by the time of the sale of the securiti e s r egiste red he r eunde r 
a nd has duly caus ed this Pre - Effective Amendment No. 2 to Form S-3 Registration 
Statement to be signed on it s behalf by the under~igned, thereunto duly 
authorized , in the City o f Ne w York , State of Ne w York , on March 10, 2 006 . 

MORGAN STANLEY CAPITAL I INC. 

By: /s/ Ant hony B. Tufariel l o 

Name : An thony B . Tufariell o 
Title: Pres ident 

8/10/20123:01 Pi\ j 
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Pursuant to t he r equire me nts o f the Securit i es Act o f 1933, as amended, 
thi s Pre-Effective Amendment No . 2 to Form S- 3 Registration St a tement has been 
signed be l ow by the fo ll owing persons in the capacit i es indicated on the dates 
ind icated . 

<TABLE> 
<CAPTION> 

<S> 

Signature 

/s/ Ant hony B. Tufariello 

Anthony B. Tufarie ll o 

* 

William J . Forsell 

Va ler i e H. Kay 

* 

Stev en S. Stern 
</TABLE> 

/s/ Anthony B. Tufar i ello 

Title 

<C> 
President (Pri nc ipal 
Executive Officer ) 
and Director 

Treasure r (Principa l 
Financi a l Officer ) and 
Cont roller 

Directo r 

Director 

(1 ) 

*Anthony B. Tufarie llo , Attorney i n Fact 

(1) An thony B. Tufar i e ll o , by signing his name he r e to, does sign t hi s do c ume nt 
on behalf of the perso ns indicated above pursuan t to a power o f attorney duly 
executed by such persons and filed with the Securities and Exchange Commiss i on . 
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EXHIBIT INDEX 

Exhibit No . Description of Exhibit 

1 .1 Form of Underwriting Ag reement 
4.1 Form of Pooling and Servicing Agreement (Res i de ntia l Mortgage 

Pass -Throug h Ce rtificates)* 
4.2 Form of Poo ling and Servicing Agreement (Commerc i a l Mortgage 

Pass - Through Certificates)* 
5.1 Opinion of Si dley Austin LLP as to legali ty of the Certifi cates 
~.2 Opinion o t Cadwa l ader , Wickersham & Taft LLP as to legal i ty of the 

Certif i cates 
5 . 3 Opinion of Latham & Wa tkins LL P as to the legali ty of the Certificates 
8.1 Opinion of Sidley Austin LLP as to ce rtai n tax mat ters (included in 

Exhibit 5.1 he r eto ) 
8.2 Op i nion of Cadwalader , Wickersham & Taft LLP as to certain tax ma t ters 

(included in Exhibit 5.2 he re t o ) 
8.3 
10. 1 

10.2 

23 .1 
23.2 

Opinion of Latham & Watkins LLP as to certa in tax matters 
Form of Mortgage Loan Purchase Agreement (Res ident ial Mortgage 
Pass-Through Certif ica tes) * 
Fo rm o f Mortgage Loan Pu rchase Agreement (Commerc i a l Mortgage 
Pass - Through Cert ifi cates) * 
Consent of Si dley Austin LLP (included in Exhibit 5.1 hereto) 
Consent of Cadwa l ade r, Wickersham & Taft LLP (included in Exhibit 5 . 2 

Date 

<C> 
March 10, 2006 

March 10, 2006 

March , 2006 

March 10, 2006 

8/10/2012 3:01 P~I 
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Originator Distribution - STACK 2006-1 

All others < 3% each 
($lSO.Smm) 

Argent ($lS .lmm) 

CSFB ($20.0mm) 

New Century ($61 .3mm) 

Countrywide ($48.3mm) 

Ameriquest ($38.7mm) 

Fremont ($37.Smm) 

Option One ($21.3mm) 
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Robbins GeUer 
Rudman & Dowd LLP 

Jason C. Davis 
JDavis@rgrdlaw.com 

Daniel Schwartz, Esq. 
DAVIS POLK & WARDWELL LLP 
450 Lexington Avenue 
New York, NY 10017 

Atlanta 
BocaRalon 

MeMIIe 
NawYork 

March 19,2012 

San Francisco 
Watillinglon. DC 

VIA E-MAIL 

Re: China Development Industrial Bank v. Morgan Stanley & Co. Inc., et al. 
No. 650957/2010 (N.Y. Sup. Ct.) 

Dear Daniel: 

As discussed, attached please find the 25 search terms that Morgan Stanley must use to produce 
documents in the aforementioned matter. We understand Morgan Stanley would like more time to 
conduct document discovery and are taking this point under advisement. There are a number of 
documents that we believe can be located and produced quickly. The cashflow models that Morgan 
Stanley used to structure the STACK CDO and related Swaps should be easily accessible, as is the list 
of short counterparties on the single .name swaps referenced by the CDO. Please produce these 
documents as soon as possible. 

JCD:mm 

Enclosure 

cc: James Rouhandeh, Esq. 

695176 1 

Nicholas N. George, Esq. 
Maureen Mueller, Esq. 
Matthew Melamed, Esq. 

Regards, 

~t:J)*+; 
fZ~~~Davis 



STACK 
*CDIS* 
SPO 
break* 
cashflow* 
CDOROM 
Clayton* 
correlation 
delinquen* 
diversity 
due near3 diligence 
evaluator* 
exception* 
grandfather* 
*Hubler* (to be run through each custodian's files except Hubler's files) 
IXIS 2006-HE1* 
IXIS 2006-HE2* 
LTV* 
MSAC 2006-NC1* 
MSAC 2006-NC4* 
MSM 2006-16AX* 
MSM 2006-6AR* 
MSM 2006-8AR* 
recovery 
*Shapiro* (to be run through each custodian's files except Shapiro's files) 
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Morgan Stanley 

November 18,2010 

VIA ELECTRONIC MAIL (rule-comments@sec.gov) 

u.s. Securities and Exchange Commission 
100 F Street, NE 
Washington, DC 20549-1090 
Attn: Elizabeth M. Murphy, Secretary 

Re: General Comments on ABS-Related Provisions of the Dodd-Frank Wall 
Street Reform and Consumer Protection Act of 2010 

Ladies and Gentlemen: 

We greatly appreciate the receptiveness of the staff (the "Staff') of the Securities and 
Exchange Commission (the "Commission") to comments on upcoming rulemaking required by 
the Dodd-Frank Wall Street Reform and Consumer Protection Act of201 0 (the "Dodd-Frank 
Act"). In particular, we appreciate the time the Staff spent with us both during our meeting on 
October 14,2010, and in our subsequent conversations. At our meeting, the Staff invited us to 
submit written comments articulating our views. This letter is the first of several that we 
anticipate SUbmitting on the topics we discussed. 

Securitization has been a vital component of consumer and commercial lending in the 
United States and around the world. However, the recent financial crisis has severely impaired 
the ability oflenders to obtain funding from the capital markets. Excluding government­
sponsored and government-guaranteed (or agency) residential mortgage-backed securities 
("RMBS"), the issuance of asset-backed securities ("ABS") has decreased by over 90% since its 
peak in 2005. I While we do not necessarily advocate for securitization to again become as 
ubiquitous as it was in 2005, a recovery in the securitization markets is crucial to restoring 
lending activity and reviving the overall U.S. economy. We recognize that some aspects of 
securitization can be improved upon, based on lessons learned during the financial crisis. But we 
have studied this issue carefully, and we are convinced that a key factor in the performance of 
securitizations - of whatever asset type - has been the quality of assets being securitized, not 
flaws in any typical ABS transaction structure or any inherent defect in the concept of 
securitization itself. Investment grade ABS of most types have perfonned well, considering the 
adverse economic environment. 

See ChaIt I below. 



U.S. Securities and Exchange Commission 
November 16,2010 
Page 5 

Morgan Stanley 
where necessary and appropriate, and not applied in a blanket, fonnLllaic way to transactions in 
which the pool assets are of relatively high credit quality. 

The Sigll(jicOIzct: u/Poo/ !lsset Quality 

Section 941 of the Dodd-Frank Act attempts to address the role of ABS in the fi nancial 
crisis, in part, by mandating that within 270 days after enactment the Commission, together with 
the federal banking agencies l2 and other specified federal agencies,13 issue regulations requiring 
securitizers or originators to retain an economic interest in a pOltion of the credit risk of any 
securitized asset. These regulations "shall establish asset classes with separate rules for 
securitizers of different classes of assets" which "shall include underwriting standards ... that 
specify the tenns, conditions, and characteristics of a loan within the asset class that indicate a 
low credit risk with respect to the loan." Specifically, the Dodd-Frank Act mandates risk 
retention lower than the five percent baseline for ABS backed by assets that meet the prescribed 
underwriting criteria. We believe that this fOCllS on the quality of credit llllderwritll1g for specific 
asset classes is th e key to resolving the problems with securiti/.ation that have heen cited a~ 
cOlltriblltin~ mo c;t trongly to the tinancial cri s is. 

Attached to this letter as Exhibit B is a chart entitled "Perfonnance of Broad Categories 
of Securitized Products," which illustrates estimated losses to investment grade tranches of 
various categories of securitized products, using estimates of pool losses and applying a generic 
capital structure for each category of secUlitized products. 14 (We believe that investors who 
purchased non-investment grade tranches should reasonably have expected to sustain losses in an 
adverse economic environment.) Excluding collateralized debt obligallons - which present 
special issues because they were essell(i;llly res \~c llritizatiol1s of a pool of suhordinated non-prime 
ll1ortgagt' bonds - the only categories of securitized products that show extraordinary estimated 
losses are two types of non-agency RMBS: those backed by subprime mortgage loans and so­
called "alt-A" mortgage loans. 15 RMBS backed by jumbo prime mortgage loans are not 
anticipated to perform nearly as poorly. nor are commercial mortgage-backed securities. 
Collateralized loan obligations ("CLOs"), credit card ABS 16 and auto loan ABS are expected to 
perfonn even better. In sum, during the longest recession since World War II and during a 

I } The Office of the Comptroller of the Currency, the Federal Deposit Insurance Corporation and the Federal 
Reserve. 
" For residential mortgages only. Ihe Departmenl o f Housing and Urban Development and the Federal Housing 
Finance Agency. 
14 The infomlation on this chart is qualified by the notes, qualifications and disclai mers appearing (hereol . 
15 Agency RMBS are projected to have virtually no losses to in vestment grade tranches, primarily due to expli cit or 
implicit Federal go vernment guarantees. 
I I, T he 5 percent estimated high-side loss to date fo r investment grade tranches of credit card ASS reflects losses in 
one specific securit iza tion. 
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'Morgan Stanley 
In a subsequent comment letter, we expect to address the form of risk retention that 

should be required under Section 941 of the Dodd-Frank Act in cases where risk retention is 
applicable. In general, we support the Federal Reserve Report's recommendation that 
"ru\emakers consider crafting credit risk retention requirements that are tailored to each major 
class of securitized assets," especially in light of the fact that most asset classes performed well 

in an adverse economic envirorunent. Credit risk retention should be permitted in many forms 
and formats, depending upon the asset class of ABS in question. 

Also in a subsequent comment letter, we hope to address the rules required by Section 
621 of the Dodd-Frank Act regarding conflicts of interest in securitizations. In general, we 
support the views expressed by the American Securitization Forum in its letter dated October 21, 
2010 regarding the implementation of Section 621. We agree that it was Congress ' s intent to 
eliminate the obvious conflicts of interest that may arise in the context of a securitization, a result 
which we believe can be more precisely achieved by specifically banning the objectionable 
ac tivity. In our view, a broad or ambiguous definition of a prohibited "material conflict of 
interest" would have serious unintended consequences, reducing the number of underwriters or 

securitizers from whom investors can purchase securities and therefore limiting access to credit 
by many American consumers and businesses. 

* * * * * 

We greatly appreciate your consideration of the views set forth in this letter, and we 
would be pleased to have the opportunity to discuss these matters further with you or with any 

member of the Commission staff. Please feel free to contact the undersigned at 212-761-2080, 
or James Lee at 212-762-6148. 

Very truly yours, 

/£:j} !-~ 
Stephen 0 ' Antonio 
Managing Director 
Morgan Stanley 
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Case 1 :08-cv-07508-SAS-DCF Document 437-12 Filed 07/02/12 Page 2 of 8 

1 UNITED STATES DISTRICT COURT 

2 SOUTHERN DISTRICT OF NEW YORK 

3 

4 

5 ABU DHABI COMMERCIAL BANK, et al . , 

6 Individually and On Behalf of All 

7 Others Similarly Situated, 

8 Plaintiffs, 

9 vs . CIVIL ACTION 

10 MORGAN STANLEY & CO . INCORPORATED, NO . 1:08 -CV-07508 

1 1 ET AL., 

12 Defendants. 

13 

1 4 

15 

16 Videotaped Deposition of ANTON PETERSON, 

17 t aken at 450 Lex i ngton Avenue, New York, 

18 New York, commencing at 9:26 a.m., Tuesday, 

19 November 22, 20 11, before Eileen Mulvenn a, 

20 CSR, RMR, Notary Public 

21 

22 

23 

24 

25 PAGES 1 - 235 

Veritext National Deposition & Litigation Services 
866 299-5127 
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mortgage loans, to my knowledge . 

Q. What does that mean, the trading 

desk? 

A. They were the f olks responsible for 

making the decisions about purchase and exit of 

subprime mortgage loans. 

Q. Who d i d Mr . Telesca and Mr . Shapiro 

repor t to during that time frame? 

A. I don' t know . 

Q . What group was the trad i ng desk in 

at Morgan Stanley? 

A. I don't r e ca ll . 

Q . Was it in the s ame b u sine ss unit as 

t h e due di l igence function? 

A. I believe so . 

Q . Wha t was the n ame of the busi ness 

un i t that you were in? 

A. I bel ieve we're part of securiti zed 

product s group, but I haven't looked a t an org 

chart in a long time. 

Q. Was the v aluation group also a par t 

of t he secur i t i zed product group? 

A. I bel i eve so. 

Q. Did th e trading desk have a f ormal 

na me other than trading de sk? 

Veritext National Deposition & Litigation Services 
866 299-5127 
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MR. BROOKS: Sure . 

MR. RINGEL : Thank you. 

A. I'm not familiar with the content of 

the informat i on they received as part of the 

transaction process . 

Q. Did you have regular communicat i ons 

with Mr. Telesca and Mr . Sh apiro? 

A. Occasional communication, but 

nothing that was on a regular schedule . 

Q. You didn't have regular meetings 

wit h Mr . Telesca or Mr . Shapiro? 

A. No, I did not . 

Q. Old you participate in regular 

meet i ngs with Mr . Telesca and Mr . Shapiro? 

A. No . 

Q. What was the contract finance team 

at Morgan Stanley? 

A. My understanding, it was a group of 

employees who managed negotiation of the contract 

terms between the companies that we were buying 

pools of mortgage loans from. And they also 

served a transaction management role, 

coordinating a l l the parts of the transaction 

that were t a k i ng place concurrently . 

Q. Where were they located? 

Veritext National Deposition & Litigation Services 
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Q. Pan over, if you would, to Column 

FQ. And this column is "Credit Comments." 

And if you need to pan up in order 

to confirm that, go ahead. I'll represent to you 

that it's "Credit Comments." Tell me if you 

think differently. Okay? 

A. I don't think differently based on 

where it is in the report next to the grades. 

Q. And the credit comments are 

Clayton's comments; correct? 

A. I believe that's correct, yes. 

Q. And the comments are explaining why 

they graded the loan a 3; correct? 

MR. ROUHANDEH: Objection to form. 

A. These comments would explain 

guideline exceptions or potential risk issues 

that Clayton had identified or had documented per 

our instructions and would be the basis for why 

they then applied the grade of 3. 

Q. The comment here starts out -- it 

says, "Bailout excep-tion." 

A. 

Q. 

A. 

Do you see that? 

Yes. 

What does that mean? 

This would indicate that this loan 

Veritext National Deposition & Litigation Services 
866 299-5127 
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was cat egorized as a bailout loan, which we 

talked about in the prior session. The 

additional comment that goes with that explai ns 

that the prior loan was 132 days past due when 

t his loan was closed; that the not ice o f default 

had been filed and that the loan was in a 

Chapter 1 3 bankruptcy tha t was being paid off by 

this loan. The comment goes on to expla i n t he 

borrowers had made t h e bankruptcy payments o n 

time . 

Q. And ther e a re two other issues 

identif ied; corre ct? 

A. There 's a c omment regardi ng a t i t l e 

i s su e from 1 977 that was pa r t of the Ch a pter 13 . 

And t hen there' s a comme n t regardi ng paymen t 

c a lculation verbiage in the balloon ARM secti on 

o f the not e. 

Q. And if you pan over to FR, the se are 

the compensating facto r s tha t Clayton identified 

on the l oan; correct? 

A. I believe so, based on what's 

des cribed here. 

Q. And the first is tha t b o t h had be e n 

empl oyed by the County for 15 years; r i gh t ? 

A. Yes. 

Veri text National Deposition & Litigation Services 
866 299-5127 
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Q. They had lived in the horne for six 

years. That's the second one; right? 

A. Correct. 

Q. And the LTV was 58.39 percent? 

A. Correct. 

Q. And then pan over to FX. These are 

Morgan Stanley's comments; right? 

A. Yes. 

Q. And these comments indicate why 

Morgan Stanley changed the grade to a 2; correct? 

MR. ROUHANDEH: Objection to form. 

A. This explains why we decided to go 

ahead and accept this loan and apply a final 

grade of 2, yes. 

Q. The second-to-last sentence in that 

comment box reads, "Verbiage regarding balloon 

ARM payment calculation is incorrect. Credit 3." 

Do you see that? 

A. I do. 

Q. What does that mean? 

A. As I recall, when the 40-due-in-30 

product carne on the market, lenders who were 

originating those loans did not make an 

adjustment to some of the ARM language on the ARM 

loans that discussed how the payment would be 
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1 ss: 

2 COUNTY OF NEW YORK 

3 

4 I, Eileen Mulvenna, Notary Public 

5 within and for the State of New York, do hereby 

6 certify: 

7 

8 That I reported the proceedings in 

9 the within entitled matter, and that the within 

10 transcript is a true record of said proceedings. 

11 

12 I further certify that I am not 

13 related to any of the parties to the action by 

14 blood or marriage, and that I am in no way 

15 interested in the outcome of this matter. 

16 

17 IN WITNESS WHEREOF, I have hereunto 

18 set my hand this 9th day of December, 2011. 

19 

20 

21 

22 

23 

24 

25 

Eileen Mulvenna, CSR/RMR 
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MR . PETERSON: Correct . As we sa id, 

I was not involved in selecting the 

sample or in determining what percentage 

we would sample. 

MR . CUNICELLI : And okay . So 

let's go through now the reports you're 

getting back from Clayton. Tell me how 

they reported to you, what the system 

was , if you would. 

MR. PETERSON : Well, our diligence 

managers on each project would rece ive 

various reports . Some of them they would 

look at da i ly; some of them they would 

look at a couple of times a week . The 

pr im ary reports they looked at had to do 

with identifying the loans that had been 

reviewed to that point. Any exceptions 

that Clayton had found with those loans , 

what grade Clayton had applied to the 

loan based on their credit review and 

compli ance review as well as all of the 

comments t hat Clayton had created as part 

of their review process. They would also 

look at production reports. And in the 

case of the loans with individual 
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exceptions, Clayton would also print out 

an individual report called an "Asset 

Summary" that contained details about 

that specific loan that would be in the 

loan file that our team would also look 

at in reviewing those elevated exceptions 

and then pass on along to the seller. 

MR. CUNICELLI: Okay. And were you 

given a report at the end which basically 

aggregated everything together? 

MR. PETERSON: Correct. At the end 

of the due diligence process, there would 

be a tie-out with the seller where after 

this two or three week period where loans 

with exceptions were provided to the 

seller, and they had an opportunity to 

provide cures and responses. At the last 

day of the diligence process, a report 

would be generated that would list all 

the loans that still had level 3 

exceptions associated with them. Our 

diligence manager would show that report 

with their counterpart at the seller. 

And both sides would confirm that, yes, 

this is the population of loans that 
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still has level 3 exceptions. Any last 

minute responses that the seller wanted 

to give would be looked at at that 

meeting if there were any. And then an 

aggregate report with all of the results 

for all of the loans would be created and 

sent back to our team in New York. And 

then once that tie-out was done, usually 

a day or two later, Clayton would provide 

a package of reports bye-mail that would 

be sent to various people within our 

business unit. It would come to 

typically me and the diligence manager 

and also to contract finance and 

collateral analysis. 

MR. CUNICELLI: And what happened 

then? 

MR. PETERSON: That information 

would be aggregated along with other 

sources of information regarding that 

trade. Results would be, to my 

understanding, also coming in from the 

value team regarding their process. Data 

would be coming from the seller regarding 

loan data that's required to be provided 
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by them. And I also bel ieve that a 

report would come from our custodian who 

would be checking in the collateral 

files . 

And to my understanding, collateral 

would aggregate all of this information 

and provide it back to the trade desk so 

they could then tie out the trade and 

make final determinations on which loans 

they were going to purchase. 

MR . CUNICELLI: But you don't 

understand how that process you 

understand it genera l ly but you d i dn't 

you weren 't involved In mak i ng the 

dec isions at t h e end as to which loans 

were purchased and which ones weren 't. 

MR . PETERSON: That's correct. My 

team and my pro c ess , once we submitted 

t he fina l tie out report and verified 

that Clayton had provi ded the final 

reporting package is where o ur process 

ended. And so , no, I was not involved in 

the remain ing part of that process of 

finalizing the trade. 

MR . CUNICELLI: And neither was 
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Clayton at th is point. Clayton ' s out , 

right? 

MR . PETERSON: To my understanding, 

that' s correct . 

MR . CUNICELLI: And who on the trade 

desk would make that decision? 

MR . PETERSON : In our subprime 

business , to my memory, the two people 

that worked on that ln that time period 

were Frank Telesca and Steven Shapiro . 

MR . CUNICELLI: 

MR . KREBS: How do you spe ll 

Telesca? 

MR . PETERSON : T-E-L-E-S-C-A . 

MR . CUNICELLI: Okay . Now so did 

you ever count up how many loans a month 

you were looking at? Do you have some 

sort of a production record at the end of 

the year that gave you an indication of 

how many loans your people have reviewed? 

MR. PETERSON : I don ' t recall 

looking at an annual number . We 

certainly had the reports from each of 

the trades that we worked on that 

detailed the number of loans that were 
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1 that mortgage loans made in Sacramento travel a great 

2 distance to enter the financial system. 

3 And then after that we wi l l be ending today 

4 with a look at where Sacramento is today, local business 

5 community, services to the community, local lending 

6 institutions, the impacts of this crisis . 

7 Thank you all very, very much. 

8 

9 CHAI RMAN ANGELIDES: The meeting of the 

10 Financial Crisis Inquiry Commission will come back into 

11 order. We are now in Session No. 3 and we are going to 

12 be discussing today how it is that mortgages that were 

13 made in Sacramento were sent to Wall Street and became 

14 part of a financial system. 

15 And so we have three witnesses today . I would 

16 like to thank you for being here. And what I would like 

17 to ask each of you to do -- first of all, just for the 

18 audience, I will introduce the witnesses . 

19 Mr. Keith Johnson who is formerly with 

20 Washington Regional and Long Beach Savings as well as 

21 Cl ayton Holdings; Ms. Vicki Beal, who is with Clayton 

22 Holdings; Dr. Kurt Eggert, who is a professor of Chapman 

23 Un i versity are here. I would like to ask you three to 

24 please do what we have asked a l l witnesses to do, which 

25 is to please stand and raise your right hand and I will 
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1 give you the oath and ask you to acknowledge. 

2 Do you solemnly swear or affirm under the 

3 penalty of perjury that the testimony you are about to 

4 provide the Commission will be the truth, t he whole 

5 truth, and no t hing but the truth, to the bes t of your 

6 knowledge? 

7 (All swo r n . ) 

8 CHAIRMAN ANGELIOES: Thank you very much. 

9 Let's do thi s: I think we will start with you, 

10 Mr. Johnson, today. 

11 And thank you all three of you for your written 

12 testimony which has been entered into t he record. And 

13 Mr. Johnson and othe r witnesses, we are goi ng to ask you 

1 4 to give up to 5 minutes of ora l te stimony . There i s a 

15 light here which you can look at and when it turns to 

16 yellow, that means you have one minute so you should 

17 begin to sum up . And when i t get s to red, that mean s 

18 your time is up. 

19 

20 

So Mr. Johnson, let's start with you. 

MR. JOHNSON: Thank you . 

21 Chairman Angelides, Vice Chairman Thomas, and 

22 members of the Commission, my name is Keith Johnson and 

23 I have been in the financial services and banking 

24 industry for 30 years. From 1986 to 2000 , I was 

25 empl oyed by Bank Unit ed of Te xas where I held a variety 

1 48 



1 which is the availability of credit . My recommendation 

2 on that is something that I found that worked in Texas 

3 during the recession is the loans to facilitate the sale 

4 of foreclosed homes could be an a c tive program by those 

5 banks and GSEs that are activel y the investor today . 

6 With that, I look forward to your questions . 

7 Thank you. 

8 

9 

10 

CHAIRMAN ANGELIDES: Thank you very much. 

Ms. Seal. 

MS. SEAL: Thank you, Chairman Angelides and 

11 members of the Commission. 

12 I am Vicki Seal, senior vice president of 

13 Clayton Holdings, the nation's largest provider of 

14 mortgage due diligence services. We have been asked by 

15 the commission to describe the due diligence process, 

16 its benefits and its limitations. 

17 Clayton's principle due diligence clients are 

18 financ i al institutions, and more recently government 

19 agencies, private equity firms, and hedge funds . We are 

20 retained by our clients to review samples of closed loan 

21 pools that they are considering for purchase. 

22 Clayton is not retained by i ts clients to 

23 provide an opinion as to whether a loan is a good loan 

24 or a bad l oan. Rather, our clients use Clayton's due 

25 diligence to identify issues with loans, negotiate 
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1 better prices on pools of loans they are considering for 

2 purchase, and negotiate expanded representations and 

3 warranties in purchase and sale agreements from 

4 sellers. 

5 The type and scope of our due diligence work is 

6 dictated by our clients based on their individual 

7 objectives . Clients select the sample, generally 10 to 

8 20 percent of the pool, and decide if the sample is to 

9 be random or adverse. 

10 Clayton typically reviews a sample of loans 

11 against the seller or originat i ng institution's 

12 guidelines and the client's tolerance. Clayton reviews 

13 for: (1) Adherence to seller credit underwriting 

14 guidelines and c l ient risk tolerances; (2) compliance 

15 wi th federal state and l ocal regulatory laws, and; (3) 

16 the integrity of the electronic loan data provided by 

17 the sel l er to the prospective buyer. Th i s review is 

18 commonly referred to as a "credit and compliance 

19 review." 

20 As part of this review, we grade each loan for 

2 1 credit and compliance using grades of: Event 1, loans 

22 that meet guidelines; Event 2, loans that do not meet 

23 guidelines but have sufficient compensating factors; and 

24 Event 3, l oans that do not meet guidelines and have 

25 insufficient compensating factors. Clayton's fees are 
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1 not contingent on our findings or our grades . 

2 The work product produced by Clayton is 

3 comprised of loan level data reports and loan exception 

4 reports and is the property of our clients . An 

5 important part of our due diligence services is 

6 providing exception reports; that is, reports of loans 

7 with deviation from seller underwriting guidelines and 

8 client tolerances. 

9 However, the number of reported exceptions 

10 should not be viewed in isolation. Exceptions must be 

11 reviewed in conjunction with the corresponding 

12 underwriting guidelines and client tolerances . 

13 Simply stating a Clayton grade of Event 1 does 

14 not mean a loan is good or is l i kely to perform, nor 

15 does a Clayton grade of Event 3 mean that a loan is bad 

16 and is not l ikely to perform. Moreover, it may not be 

17 possible to draw an apples-to-apples comparison of deals 

18 from different clients or different sellers. 

19 Exceptions to underwriting guidelines can vary 

20 from being severe -- such as the valuation of a property 

21 not being supported by an appraisal, stated income not 

22 being reasonable for the job, or missing critical 

23 documents in a file such as HUD-1, loan application, or 

24 an appraisal -- to benign, such as a debt-to-income 

25 ratio of less than 5 percent or loan-to-value exception 



1 weren't quite as robust in their credit overlays. It 

2 could also be a mix of the sellers that they were buying 

3 loans from. So you know, there a re many there . 

4 And then also one other point I would like to 

5 make in this is that this was a beta ve Lsion o f the 

6 

7 

trending reports . It was raw data, thi s s ummary report, 

it hadn't been scrubbed. It wasn't an apples-to-apples 

8 comparison just as we're saying --

9 CHAIRMAN ANGEL I DES: You didn't standardi ze it, 

10 so it was reflective of each institution, right? 

1 1 

12 

MS. BEAL: Yes, that's correct . 

CHAIRMAN ANGELIDES: All right. So I am going 

1 3 to just pose something then I want to turn to other 

14 commi ss i oners and then I want to come bac k at the end 

15 because this is an area I would l ike to hear my 

16 col l eague 's questions around these issues . 

17 But there seems to be kind of three p o ints here 

1 8 as I looked at this . One is, from what I can tell, i t 

19 doesn't look like your information e v er migrated to 

20 disclosure. I know you didn't prepare it for tha t 

2 1 purpose, but this wasn't disclosed. What you read in 

22 the di sc losure is some of these loans, a significant 

23 amount, may be exceptions but there is compens at ing 

24 fa c tors . What's not revealed is the actual data, so it 

25 appears not to have been ava ilable to investors . Is 

17 6 



1 that - - would that be your - -

2 MR. JOHNSON: We are not aware of -- and we 

3 looked at a loft prospectuses -- of any of our 

4 information 

5 

6 

CHAIRMAN ANGELIDES: -- ever popping through. 

MR. JOHNSON: -- going through the prospectus . 

7 And one of our recommendations was that a table should 

8 be included in the future that simply said, you know, 

9 due diligence -- independent chosen due diligence 

10 ach i eved a 95 percent confidence level in certain 

11 attributes with an error of, you know, 2 or 3 percent 

12 was performed. And that way rating agencies would have 

13 it and investors could acknowledg e and then you c ould 

14 grade good, bad, and ugly issuers . 

15 CHAIRMAN ANGELIDES: Secondly, it appears as 

16 though you did a sample of 5 to 10 percent, but i t looks 

17 like the other 90 percent were never faxed. So I am 

18 thinking if I am a securitizer, even forgetting whether 

19 it's 28 percent failed or 11 percent failed, what is 

20 happening here, they got a sample of 10 percent. I know 

21 11 percent of those fail. I kick those out. But as to 

22 the other 90 percent, I don't do nothing? 

23 

24 

MS. BEAL: Right. 

CHAIRMAN ANGELIDES: Does the silence mean I 

25 got it right? 
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1 MR. JOHNSON: Did you ask a question or i s this 

2 a statement? 

3 CHAIRMAN ANGELIDES: Is that an accurate 

4 statement? 

5 

6 

MR. JOHNSON: That's an accurate statement . 

CHAIRMAN ANGELIDES: All right. And the final 

7 thing is I just want to note that I looked, I guess the 

8 examiner for the New Century bankruptcy and a f o rmer 

9 regulatory compliance person in Fremont said there was 

10 also practice of even if loans were kicked out they were 

11 put back in another securitization. 

12 Are you familiar with that or not? 

13 MR. JOHNSON: I think it goes to "three 

14 strikes, you' r e out" rule. 

15 CHAIRMAN ANGE LI DES: So this was a case of --

16 okay, three strikes . 

17 MR. JOHNSON: I've heard that even used. Try 

18 it once, try it twice, try it three times, and if you 

19 can't get it out, then put 

20 CHAIRMAN ANGELIDES: Well, the odds are pretty 

21 good i f you are sampling 5 to 10 percent that you'll pop 

22 through. When you said the good, the bad, the ugly, the 

23 ugly will pop through. 

24 All right. Final question, and that is : You 

25 made a comment at one point, I think it was public 
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1 comment about you felt like a potted plant . And not you 

2 personally, but due diligence folks. In this whole 

3 process you felt like you were producing information 

4 and --

5 MR. JOHNSON: Right. I think it was when we 

6 looked at these reports here, we saw that -- 54 percent 

7 was alarming to me personally, you know, I can say this . 

8 And I didn't realize what --

9 CHAIRMAN ANGELIDES: 54 percent were making the 

10 initial grade? 

11 MR. JOHNSON: Right. And so I don't know what 

12 our role was . Back in the old days, in the '80s, due 

13 diligence - - and I was a big buyer of loan s -- is rea ll y 

14 s imp le . It' s good l oa n, bad loan. When you bought the 

15 loan, I owned it, it went in my portfolio. If it went 

16 delinquent in fault, I had to be personally liab le and 

17 answer to a guy named Lou Rane ire. 

18 In this case here I think the liability got 

19 pushed all the way out to the investor and we got away 

20 from the practice of good loan, bad loan. Just "Does it 

21 meet the guideline? Does it mean meet the ugly 

22 guideline? Oh, 54 percent do, okay." Again, I don't 

23 CHAIRMAN ANGELIDES: This wasn't the gold 

24 standard of underwriting guidelines, correct? 

25 MR. JOHNSON: Our value added really came in 
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MR . JOHNSON : Yeah, I ceased being 

president on December 31st , 1988 . 

MR . COHEN : 2008 . 

MR . JOHNSON : Two thousand and 

I 'm sorry -- 2008 . T h e comp any was sol d 

and during that year , and they elected 

to change al l management . Brand new 

management. 

MR . KREBS : Okay, and you came on 

board, there, then, on 5 / 6 of '06? 

MR . JOHNSON : Yes . 

MR . KREBS : All right, and you 

al ready desc ribed the positions that you 

held there at Clayton. If you wan t to do 

it again, do it, just so the record's 

complete and it flows . 

MR . JOHNSON: I was president an d 

chief operating officer of Clayton 

Holdings. 

MR . KREBS : I ' d like to go back to 

Long Beach a bit, though . Were you given 

any oversight of loan origination 

activities at Long Beach? 

MR. JOHNSON : Yes . 

MR. KREBS : Would you describe what I 
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clients had moved the loans from a three 

to a two. I don't know what a 2T is, I 

don't recall. 

MR. KREBS: So that overall, 

including 2Ws and 2Ts, whatever they 

might be, do I understand that the waiver 

occurrence rate is thirty-nine percent? 

MR. JOHNSON: Yes. 

MR. KREBS: All right. Now if I go 

over to totally to total rejects, 

let's go all the way to the right. It 

indicates to me that seventeen percent or 

some 155,000 loans of the 911,000 loans 

reviewed were rejected as event 3s, is 

that correct? Am I reading this 

correctly? 

MR. JOHNSON: Yeah. This was a new 

column --

MR. KREBS: Uh-huh. 

MR. JOHNSON: since, you know, I 

saw it. So I would assume you're right. 

MR. KREBS: What would be, then, the 

total what number of the 155,149 final 

event 3s, what percentage or what number 

of them were ultimately waived in or 
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they waived by the client or the 

securitizing firm, is it thirty - nine 

percent? 

MR. JOHNSON : Yeah . 1 1 1m not 

1 used to use the analogy for every 

hundred loans that we sa id were 3s ; forty 

percent of them were waived in . 

assuming -- because this is the this 

is the repor t that we use to document or 

to justify our public comments on that . 

And this was that was it . 

MR . KREBS : So for every hundred 

loans that were 3s 

MR . JOHNSON: Right . 

MR. KREBS: forty of them were 

MR . JOHNSON : Right . 

MR . KREBS: - - not withstanding the 

fact they didnlt mean the underwriti ng 

criteria, they were waived in by the 

securitizer? 

MR . ROTHENBERG : 1 donlt think 

that ls what the report says . 

MR . KREBS : Okay. 

l ____ _______ _ 
MR. ROTHENBERG: 1 think it says 2W 
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Reject & Waiver Rates 
1st Quarter 2006 - 2nd Quarter 2007 

Acee d WIthout Waivers V1a Walvors Total Acee TotaiRe ets 

Quarter 
loans 

Reviewed 
Final 

Event 1 

Event 1 as % Final 
of loans 

Revic"Jcd 

2 
Event Eve nt 2 as '/" 

(w alvcrs of loans Accept Ratc 
exc L) Re viewed (walv\?rs excL) 

Q12006 105,791 

Q22006 164,472 87,742 53% 34,224 

Q32006 190,789 103,996 55% 38,027 

042006 189,339 107,511 57% 32,933 

Q12007 159,360 84,022 53% 26,314 

022007 101,288 47,710 47% 13,223 

ALL ... % 112,188 

Summa P 

• Event 1 findings decreased steadHy over the report period 

• Event 2 findings Increased over the first 3 qtrs of the report period 
before steadily decreasing the remaining 3 qtrs. 

• The above 2 points indicate a tightening of default grading by 
Clients, however, just about half of the loans caught in the tightening 
remained as kicks, with the other half receiving waivers. 
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CLAYT 

September 30, 2010 

VIA ELECTRONIC AND OVERNIGHT MAil 

Han. Phil Angelides 
Chairman 
Financial Crisis Inquiry Commission 
1717 Pennsylvania Avenue, NW, Suite 800 
Washington, DC 20006-4614 

RE: September 23, 2010 Sacramento Hearing 

Dear Chairman Angelides: 

From the office or Paul T f30ssidy 
President ,,!< Ch ief Executive Officer 

? r.orpol'nte llri l}!? I Suite 800 I Shelton. C I· 06484 
p. ~03.926,8283 I F' :,03.926 (i,50 

pbossidy@clayton.colli I www.claylon.com 

I write to clarify and correct some of the testimony provided last Thursday during the Commission's hearing in 
Sacramento, California . As you recall, during a panel entitled "The Mortgage Securitization Chain: From 
Sacramento to Wa ll Street," you and your fellow Commissioners questioned Ms. Vicki Beal, a Senior Vice 
President in Transact ion Management at Clayton, as well as Mr. Keith Johnson, the former President and Chief 
Executive Officer of Washington Mutual's Long Beach Mortgage and former President of Clayton from May 2006 
through December 2008. Among the questions posed to Ms. Beal and Mr. Johnson were questions related to 
Clayton's meetings with various ratings agencies during 2006 and 2007, Clayton's Exception and Trending Reports, 
and the disclosure of Clayton's work to investors in prospectuses. Following the hearing, several media outlets 
have written about these topics and commented on some of the inaccurate testimony provided by Mr. Johnson. 
As the Commission is charged with accurately recording the causes of the current financial and economic crisis, an 
undertaking Clayton fully supports, it is imperative that the American people are not left with any misimpressions 
or erroneous conclusions. Accordingly, I will address each of these three topics and ask that you make this letter 
part ofthe Commission's permanent record. 

Rating Agency Meetings 

On several occasions, Mr. Johnson was asked about Clayton's meetings with Moody's, S&P and Fitch. In response 
to those questions, Mr. Johnson testified that in 2006 Clayton took its Exception Tracking reports to Fitch and 
S&P, and in 2007, Clayton did the same with Moody's along with the Trending Reports. These statements are 
inaccurate. 

First, at no time did Clayton share any client reports or data, much less the beta Trending Reports, with any rating 
agency. Let me be clear, Clayton never shared any client reports or data with the rating agencies during a period 
when the rating agenCies were reviewing securities for ratings issuance. Second, Clayton used these meetings 
solely to market its products. At no point did Clayton set up a meeting with a rating agency in an effort to discuss 
"concerns" Clayton had about the securitization process and the ratings being issued. Indeed, as detailed below, 
the only discussions Clayton had with the rating agencies regarding changes to the due diligence process occurred 
after the securitization market for new issues had collapsed in early 2007. Simply stated, there was nothing 
Clayton discussed with the various rating agencies prior to the collapse of the securitization market, that to 
Clayton's knowledge, would have lead the rating agencies to alter their approach. 
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Pursuant to a request from your staff, Clayton provided a chronology of all of its meetings with the various rating 
agencies, including the topics discussed and the participants from each firm, along with supporting documents. In 
addition, Mr. Filipps, Ms. O'Neill and Ms. Beal were interviewed by your staff about these meetings. In order to 
have an unambiguous record of these meetings, I have set forth for your convenience a summary of those 
meetings taken from the documents provided and the interviews conducted . 

Clayton met with Fitch on two occasions in 2006. Mr. Johnson was present for neither meeting. Indeed, the first 
meeting occurred in January 2006, almost five months prior to Mr. Johnson's employment at Clayton. During that 
meeting, no client reports or data were shared with Fitch. The second occurred in late November 2006 in the 
United Kingdom and was not attended by Mr. Johnson. During that meeting, Clayton made a marketing 
presentation and discussed its products and exception tracking capabilities . At no time did Clayton share any 
client reports or data with Fitch. 

In 2007, Clayton met with Fitch on November 9, long after the securitization market had collapsed. During that 
meeting, which was attended by Mr. Johnson and other senior Clayton officers, the two firms discussed reforms 
being considered and proposed by all of the rating agencies, including standardization of due diligence and 
disclosure of due diligence results to investors. Clayton produced to your staff the presentation materials 
provided to Fitch, which describe Clayton's exception tracking and trending capabilities using sample data. No 
client reports or data were shared. 

Clayton met with S&P on ly once in 2006, on April 26, the month prior to Mr. Johnson's arrival at Clayton. During 
that meeting, neither Exception Tracking nor trending was discussed nor were any client reports or data shared 
with S&P. 

In 2007, Clayton held two meetings with S&P. The first of which occurred on July 27, 2007, after the securitization 
market had collapsed. This was a meeting during which Clayton discussed its capabilities. On October 10, 2007, 
Clayton made a formal marketing presentation to S&P, a copy of which was provided to your staff. Mr. Johnson 
attended both meetings, along with other senior Clayton officers. Once again, Clayton discussed its capabilities 
and how Clayton could be part of the reform process being considered by the rating agencies. At neither meeting 
were any client reports or data shared, and Clayton produced to your staff its materials from the October 10 
presentation. 

Moody's 

Clayton held one meeting with Moody's in April 2006, prior to Mr. Johnson's arrival. No client reports or data 
were disclosed. 

Throughout 2007, Clayton met several times with Moody's. During the first half of 2007, Moody's held several 
meetings with Clayton as part of Moody's research for a White Paper they were preparing on due diligence. 
During these meetings w ith Clayton staff, which did not include Mr. Johnson, Clayton explained its operations and 
how it conducts a due diligence review, including the use of Exception Tracking. No client reports or data were 
shared with Moody's during any of these meetings. 
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In July 2007, once again after the securitization market had collapsed, Moody's held a meeting with Clayton at 
Moody's offices. Mr. Johnson, along with another Clayton senior officer, attended the meeting. The two firms 
discussed Clayton's Exception Tracking capabilities, but no client reports or data were shared. 

On September 5, 2007, and later on October 17, 2007, the two companies discussed how Clayton's capabilities 
could be included in reforms being considered. Mr. Johnson and other senior Clayton officers attended both 
meetings. Once again, no client reports or data were shared. 

Clayton produced to your staff all of the presentation materials from each of these meetings. Those materials 
contain example reports and sample data, and do not contain any actual client data or reports. 

Trending Reports 

During your questioning of Ms. Beal, you entered into the record and asked Ms. Beal about the "All Clayton 
Trending Reports," reports specifically requested from Clayton by your staff. Prior to the September 23 hearing, 
your staff interviewed several senior Clayton officers who were directly responsible for the development of these 
reports. Specifically, your staff interviewed Frank Filipps, Chairman and Chief Executive Officer from April 2005 
through July 2008, Kerry O'Neill, Executive Vice President Due Diligence and Platform Services from May 2004 
through December 2007, and Ms. Beal. As detailed below, each of them advised against the Commission's 
reliance on the Trending Reports. 

As Ms. Beal stated in her written testimony, "[b]eginning in 2003, Clayton worl<ed to develop a more 
comprehensive scoring system for its clients, one which would allow Clayton to expand its exception review 
system to more specifically identify and track exceptions. The new system was called Exception Tracking and it 
allowed our clients to better manage exceptions (E.g., show client what portfolio would look like if seller cured 
what it could) and it allowed for better reporting to clients." Clayton rolled out this system and its Exception 
Reports to our clients beginning in late 2005 and continuing throughout 2006. 

In 2007, Ms. O'Neill's team worked to develop Trending Reports for our clients utilizing the Exception Tracking 
data that would enable us to identify trends in their deals with various originators that could be potentially useful 
for them in their own processes. The first step in that process was the creation of "beta" Trending Reports across 
all clients, as well as individual client beta Trending Reports, with which Ms. O'Neill and her team could work with 
each client to see if it was even possible to identify statistically significant and meaningful trends. The beta report 
she created was a data summary of the total number of Event Grades ("EV") 1, 2, 2W, 2T and 3 across all deals 
that had been reviewed using the Exception Tracking software. 

Ms. O'Neill, Mr. Filipps and Ms. Beal informed your staff that the major impediment facing Clayton with respect to 
developing Trending Reports was the lack of standardization across our clients, both in terms of individual 
tolerances and scope of review. Additionally, Clayton was faced with variations in the loan products being 
originated and the underwriting guidelines for those loans. Thus, while each of the Exception Reports contain 
valid and relevant client-level data for each client's own purpose, when aggregated and measured across our 
clients, it is not possible to form a meaningful basis of comparison. Given these constraints, Ms. O'Neill stated 
that she expected it to take several years to complete this project. In short, because of the variation in client 
processes, scopes and tolerances, we believe that the Commission should not draw any conclusions from the 
Trending Reports. Should the Commission choose to reference or rely upon the Trending Reports in its findings, 
we request that the Commission provide these appropriate caveats so that the information is not misleading to 
the public. 
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Separately, during the hearing some of the percentages reflected on the Trending Report were inadvertently 
misstated. Specifically, you asked Ms. Beal about the 28% of EV-3 loans initially graded by Clayton and the final 
percent that remained EV-3. Both you and Ms. Beal mistakenly stated that the final number of EV-3 loans was 
11%. 17%, not 11%, of the total loans reviewed remained as EV-3. The 11% referred to in the report is the 
percentage of loans that were EV-2W and EV-2T. 

Prospectuses 

During your questioning of Mr. Johnson, you asked him about the disclosure statements contained within MBS 
prospectuses issued by our clients. Mr. Johnson stated that "we looked at a lot of prospectuses and [are] not 
aware of any information going through the prospectus." Mr. Johnson did not testify as to when and why this 
review occurred, and in the absence of this information, the public could be left with the mistaken impression 
that Clayton was actively reviewing prospectuses at the time of our due diligence reviews. As Mr. Johnson and 
our General Counsel informed your staff, Clayton began to review prospectus in the summer and fall of 2007 in 
response to specific questions from regulators about whether Clayton's due diligence results were set forth in 
MBS prospectuses. Prior to those requests, Clayton did not engage in prospectus reviews nor was Clayton asked 
by any client to review any prospectus prior to its issuance. 

Finally, during much of Mr. Johnson's testimony, he used the terms "I", "we", and "ours" interchangeably, as he 
gave his personal opinions about the collapse of the securitization market and how it could have been prevented. 
I hope it is clear from this letter, Ms. Beal's written and oral testimony, and from the record previously provided 
by Clayton to the Commission, both documentary and testimonial, that Mr. Johnson's opinions do not represent 
those held by Clayton. Rather, they are his alone. 

On behalf of Clayton, I thank you and the Commission for your attention to this important matter. 

sln7~ i ~cYv~ 
Paul T. Bossidy 
Chief Executive Officer 
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on Form 1 OQ and other items throughout the Form 10K and the companies 2007 current reports on Form SK. The information 

provided today may also include certain nonGAAP financial measures. The reconciliations of such measures through the 

comparable GAAP figures are included in our annual reports on Form 10, our quarterly reports on Form 10Q, and our current 

reports on SK, which are available on our website at www.morganstanley.com. 

Any recording, rebroadcast, or other use of this presentation in whole or in part is strictly prohibited without prior written 

consent of Morgan Stanley. This presentation is copywrited and proprietary to Morgan Stanley. At this time I would like to turn 

the program over to Colm Kelleher for today's call. Please proceed. 

Colm Kelleher - Morgan Stanley - EVP, CFO 

Thank you, Operator, and good morning, everyone. Before I go through the details of our results, John Mack has joined me and 

will begin the call. John? 

John Mack - Morgan Stanley - Chairman, CEO 

Good morning, everyone. The results we announced today are embarrassing, for me, for our firm, this loss was the result of an 

error in judgment that occurred on one desk, in our Fixed Income area, and also a failure to manage that risk appropriately. 

Make no mistake, we've held people accountable. We're moving aggressively to make necessary changes. This loss shouldn't 

be overshadowed -- the fact that the rest of the firm delivered really outstanding results for the quarter and for the year. We 

had a record full'year result at Investment Banking, Equity, Sales and Trading and Asset Management. Global Wealth Management 

more than doubled pre-tax profit for the year. The fact is our core business remains strong and we're moving quickly and 

decisively to build on that momentum. 

The strength of our business and our strategy is clear in the approximately $5 billion long -term investment we've announced 

this morning from ClC, a China Investment Corp. This investment will help us further bolster Morgan Stanley's strong capital 

position while also building on our deep and historic ties and market leadership in China. It also will insure we have resources 

necessary to pursue the growth opportunities we see in this region. Across all of our businesses: Institution Securities, Wealth 

Management, Asset Management businesses, into 'as and beyond. Now, before Colm takes you through this quarters results 

in detail, I've got a few things I'd like to say. First, let's talk abou t the writedowns in our mortgage business. We had a [lark]. 

Second, we have a strong performance across our other businesses. And third, actions we've taken to address this quarter's loss 

and build momentum across the rest of the firm. So let's start with the mortgage business. 

Let me give you a quick recap of what lead to this writedown on our sub prime trading position. We had a large liquid trade on 

our books and a deteriorating credit market. The early view was to hold a position rather than incur the cost of the unwind, as 

it was believed we had adequate hedges in place. However, the hedges did not perform adequately and extraordinary market 

conditions of late October and November. Subsequently, we -- given the illiquidity of the positions we're now writing it down 

to these levels. We have moved aggressively to address these issues. We've been as transparent as possible about our exposure. 

Indeed, back in early November, we provided you details on the net exposure of the subprime trading position in our mortgage 

business. 

We told you that as of October 31, we expected to take a $3.7 billion writedown of this subprime position . We also made clear 

that our year-end marks wou ld depend on market conditions. During the month of November, t he va lue of that position 

continued to deteriorate that lead us to writedown another $4.1 billion on the subprime trading position in the fourth quarter. 

We were also taking a writedown of $1.6 billion on other mortgage-related assets that had suffered deterioration in value as a 

result of dislocations in the mortgage market. And Colm wil l take you through that later on. Virtually all writedowns this quarter 

was the resu lt of trading by a sing le desk in our mortgage business. But I want to be absolutely clear, as the head of this firm, I 

take responsibility for performance. Let's go to our other businesses. 

www.streetevents.com Contact Us 
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Colm Kelleher - Morgan Stanley - EVP, CFO 

Thank you, John. We have a lot of material to cover today and it will take some time, but I want to make sure that we provide 

you with all of the information you need for your analysis. There will be plenty of time for questions and answers. As you are 

aware over the past year our trading group decided to short the subprime market. The traders were short the lowest [trench 

of) subprime securities with a value of approximately $2 billion. The trade has decided to cover the cost of the negative care in 

the short position . To do so they went longer approximately $14 billion at the super senior AAA or BBB subprime securities we 

refer to as mezzanine. As the credit markets declined dramatically the implied cumulative losses in the subprime market cashed 

into the value of the super senior AAA trench we were notionally long. As a result, notwithstanding the short position, the 

implied losses of the notional long generated a major net loss from the position with mark-to-market. The loss was nonlinear 

with a decline of the relevant ABX index given the long/short structure of this particulartrade. 

Now, when I lost spoke with you in November, we provided risk management nonGAAP perspective on our U.s. subprime 

exposure through October 31 . On page 15 of the supplement, you can see the updated schedule through November. Our 

writedown reflected the impacts of November increased to $7.8 billion from $3.7 billion as of October 31, while our total net 

exposure decreased to $1.8 billion from $6 billion over the same period. Using consistent valuation methodology, the fair value 

of these positions declined from October 31 to November 30. Our valuation of these positions takes into consideration observable 

trades to continue deterioration and market conditions, the decline in the ABX indices, and other market developments including 

updated mortgage remittance and cumulative loss data. The decrease in the fair value of our subprime exposures has lead to 

our first quarterly loss. 

The trades we observed were t hose we executed in November as part of our effort to reduce our exposure. The ABX deterioration 

in the class of super sen ior positions, mainly the BBB 061 vintage, were almost significant exposure rest was approximately 24% 

during November, which relates to 2005 collateral. And in addition to the $7.8 billion in subprime writedowns, we also wrote 

down approximately $1.2 billion in other mortgage-related positions as a result of fair value declines in November, of which 

$400 million relates to CMBS for trades or executions as part of our balance sheet reduction, $180 mi ll ion in Alt-A and other 

loans, where credit spreads widened and [remissions) data deteriorated, $175 mi llion in first and second end loans meant for 

securitization on subordination changes by rating agencies and executed trades, and $450 mil lion in European nonconforming 

loans on cred it spread widening and executed trades. 

We also took a $435 million writedown on the securities available for sale portfol io in our subsidiary banks. We continue to see 

va lue in this portfolio, which is made up as exclusively of AAA-rated residentia l mortgage-backed securities when the portfolios 

contain no subprime whole loans, subprime residuals or CDOs. This portfolio was redesignated as trading effective November 

30 to preserve our flexibility with the portfol io and to align it with the accounting treatment of our other trading portfolios so 

that any mark-to-market will flow directly through the income statement each quarter. These factors totaling $9.4 billion in 

writedowns drove the fourth quarter loss of $3.6 billion down from last quarter's $ 1.5 bil lion profit. The EPS impact from these 

writedowns was $5.80. Basic EPS from continuing operations for th e quarter was a loss of $3.61 per share versus $ 1.45 gain per 

quarter last quarter. Net revenues were a negative $450 million driven by the loss in fixed income revenues reflecting the 

writedowns I mentioned. As John said, despite clearly disappointing results in our credit trading business within fixed income, 

many of our businesses produce record results and contributed to the second strongest year on record. 

Let me now address other aspects of our firm-wide results which are outl ined on pages one and two of the financial supplement. 

Consolidated revenues for the quarter were negative $450 million and total noninterest expenses were $5.4 billion down 6% 

from last quarter. The largest component compensation of benefi ts expense was $3.2 billion, reflect ing an adjustment to the 

full-year payout. Despite a quarter with significantly lower revenues, our compensation reflects strength across most businesses 

and our recognition of the competitive environment and the need to retain talent. The full -year compen sation to net revenue 

rat io is 59%. As you kn ow, next year's compensation is very difficult to forecast. particularly given on certain market conditions 

in 2008. As of now, the best data point we can direct you to is our full -year 2006 comp-to-net revenue ratio of 47%. We will 

provide you with updated guidance in the fi rst quarter. 
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MSAC 2005-HE7 B3 Steven Shapiro Steven Shapiro WMC Mortgage Corp. Moody's 24.91% Foreclosure 

$5,000,000 Anthony Tufarielio Decision One S&P 2.75% Bank Owned 

SEC File: 333-121914 New Century 5.57% Bankruptcy 

33.23% Total 
,:,ee exmDfe .JC1. -, 0ee eXnlDll .:R1. L 0ee t::XnlDlr .JtJ.,j 0ee t::;XnJDll JtjJI ;;:,ee t::XnlOIl ,jfj,4 See Exhibit 38.5 

MSAC 2006-NC1 Steven Shapiro Steven Shapiro New Century Moody's 14.67% Foreclosure 

$5,000,000 Anthony Tufarielio S&P 3.38% Bank Owned 

SEC File: 333-121914 5.60% Bankruptcy 

23.65% Total 

See Exhibit 38.1 See Exhibit 38.2 See Exhibit 38.3 See Exhibit 38.6 See Exhibit 38.6 See Exhibit 38.7 

MSM 2006-6AR 1 B1 Anthony Tufarielio Anthony Tufarielio American Home Moody's 20.44% Foreclosure 

$2,733,000 Morgan Stanley S&P 4.42% Bank Owned 

SEC File: 333-130684 MortgagelT 4.05% Bankruptcy 

Others Undisclosed 28.91% Total 

See Exhibit 38. 1 See Exhibit 38.8 See Exhibit 38.9 See Exhibit 38.10 See Exhibit 38.10 See Exhibit 38.11 

MSM 2006-6AR 1 B2 Anthony Tufarielio Anthony Tufarielio See above See above See above 

$163,000 

SEC File: 333-130684 
;:,ee exmDIC .j(j. " 

MSAC 2006-NC4 Steven Shapiro Steven Shapiro New Century Moody's 23.57% Foreclosure 

$4,000,000 Anthony Tufarielio Anthony Tufarielio S&P 4.71% Bank Owned 

SEC File: 333-130694 Howard Hubler Howard Hubler 3.83% Bankruptcy 

32.11% Total 
See Exhibit 38. 1 See Exhibit 38.12 See Exhibit 38. 13 See Exhibit 38. 13 See Exhibit 38.14 See Exhibit 38.15 

MSM 2006-8AR 1 B1 Anthony Tufarielio Anthony Tufarielio Morgan Stanley Moody's 14.30% Foreclosure 

$806,000 Wachovia Mortgage S&P 2.76% Bank Owned 

SEC File: 333-130684 Others Undisclosed 2.46% Bankruptcy 

19.52% Total 
See Exhibit 38. 1 See Exhibit 38.8 See Exhibit 38.9 See Exhibit 38.16 See Exhibit 38.17 

MSM 2006-8AR 1 B2 Anthony Tufarielio Anthony Tufarielio See above See above See above 

$806,000 
See Exhibit 38. 1 See Exhibit 38.8 See Exhibit 38.9 

MSM 2006-8AR 1 B3 Anthony Tufarielio Anthony Tufarielio See above See above See above 

$1,150,000 
See Exhibit 38. 1 See Exhibit 38.8 See Exhibit 38.9 

MSM 2006-8AR 2B3 Anthony Tufarielio Anthony Tufarielio See above See above See above 

$2,170,485 
See Exhibit 38.1 See Exhibit 38.8 See Exhibit 38.9 

MSM 2006-16AX Anthony Tufarielio Anthony Tufarielio American Home Moody's 28.14% Foreclosure 

$500,000 MortgagelT S&P 5.42% Bank Owned 

SEC File: 333-130684 Others Undisclosed 5.28% Bankruptcy 

38.84% Total 
See Exhibit 38.1 See Exhibit 38.8 See Exhibit 38.9 See Exhibit 38. 18 See Exhibit 38.18 See Exhibit 38.19 

IXIS 2005-HE4 B3 Anthony Tufarielio Steven Shapiro First Horizon Moody's 31.67% Foreclosure 
$5,000,000 Steven Shapiro Fremont S&P 6.42% Bank Owned 

SEC File: 333-121914 First NLC 8.55% Bankruptcy 
Others 46.64% Total 

See Exhibit 38.20 See Exhibit 38.21 See Exhibit 38.22 See Exhibit 38.22 See Exhibit 38.23 

IXIS 2006-HE1 B3 Anthony Tufarielio Steven Shapiro First NLC Moody's 21.50% Foreclosure 
$5,000,000 Steven Shapiro Encore S&P 7.35% Bank Owned 

SEC File: 333-113543 Others 5.31 % Bankruptcy 
34.16% Total 

See Exhibit 38. 24 See Exhibit 38.25 See Exhibit 38.26 See Exhibit 38.26 See Exhibit 38.27 

IXIS 2006-HE2 B1 Anthony Tufarielio Steven Shapiro Accredited Home Moody's 20.37% Foreclosure 

$2,000,000 Steven Shapiro First NLC S&P 7.83% Bank Owned 
SEC File: 333-113543 New Century 4.30% Bankruptcy 

Others 32.50% Total 
See Exhibit 38.24 See Exhibit 38.25 See Exhibit 38.28 See Exhibit 38. 28 See Exhibit 38.29 
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Robbins Geller 
Rudman & Dowd LLP 

Jason C. Davis 
JDavis@rgrdlaw.com 

James P. Rouhandeh, Esq. 
DAVIS POLK & WARDWELL LLP 
450 Lexington Avenue 
New York, NY 10017 

Atlanta 
Boca Rxtioll 

Melville 
New York 

August 2, 2011 

San f r.mdsco 
Wa!ilringtol1. DC 

VIA EMAIL 

Re: China Development Industrial Bank v. Morgan Stanley & Co. Inc., et al. 
No. 65095712010 (N.Y. Sup. Ct.) 

Dear Jim: 

On today's telephonic conference with Mr. Hansen, you represented that Morgan Stanley's 
mortgage-related business lost $9 billion, suggesting this "fact" supported an affirmative defense 
regarding Morgan Stanley's scienter. 

CDIB is entitled, of course, to discovery into this affirmative defense. CDm identifies all 
individuals with knowledge of this defense as custodians, including Howard Hubler (whom we have 
already identified), Joseph Naggar and David Wong. 

CDIB further identifies each individual or organization that Morgan Stanley claims has any 
information that supports any of Morgan Stanley's defenses. 

L0>.: 
~nC.Davis 

JCD:adc 

641941_1 

One l\.4ontgmrrE<ry StreE<t ~litlB lfJOO &m FiWldso:;o. CA 94104 Tel 415 200 4545 Fax 41fi 268 45.'34 r{lnimv.tClllI 
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Case 1 :08-cv-07508-SAS-DCF Document 458 Filed 07102/12 Page 1 of 46 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 
- - -- - - --- - --- - - ------------ - --------------x 
ABU DHABI COMMERCIAL BANK, et aI., 

Plaintiffs, 

- against -

MORGAN STANLEY & CO. INC., et aI., 

Defendants. 

08 Civ. No 7508 (SAS) 

ECF Case 

----- - - - ---------- - ---- - -------- -- ------ - -x 

DEFENDANTS' JOINT MEMORANDUM OF LAW IN SUPPORT OF THEIR MOTION 
FOR SUMMARY JUDGMENT PURSUANT TO FEDERAL RULE OF CIVIL 

PROCEDURE 56(c) 

Floyd Abrams 
Dean Ringel 
Tammy L. Roy 
Jason M. Hall 
CAHILL GORDON & REINDEL LLP 
80 Pine Street 
New York, New York 10005 
(212) 701 -3000 
Counsel to Defendants The McGraw-Hill 
Companies, Inc. and Standard & Poor's 
Rating Services 

James P. Rouhandeh 
Antonio J. Perez-Marques 
William R. Miller, Jr. 
DAVIS POLK & WARDWELL LLP 
450 Lexington Avenue 
New York, New York 10017 
(212) 450-4000 
Counsel to Defendants Morgan Stanley & 
Co. Incorporated and Morgan Stanley & 
Co. International Limited 

Joshua M. Rubins 
James J. Coster 
Mario Aieta 
James 1. Doty 
SATTERLEE STEPHENS BURKE & 
BURKE LLP 
230 Park Avenue, 11 th Floor 
New York, New York 10169 
(212) 818-9200 
Counsel to Defendants Moody's Investors 
Service, Inc. and 'doody 's Investors Service 
Ltd. 
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evidence that any individuals involved in the review of mortgage pools ever communicated with 

anyone involved in stmcturing the Cheyne SlY. Nor is there any evidence that Morgan Stanley 

employees involved in the stmcturing of mortgage-backed securities were even permitted to 

communicate with any Morgan Stanley employees who sold assets to the Cheyne SIV (much less 

that they actually did so). Second, it is undisputed that Cheyne Capital, and not Morgan Stanley, 

was responsible for asset selection for the Cheyne SlY. (~28.) Although Morgan Stanley had a 

veto right in connection with its financing of some assets prior to launch, there is no evidence 

that this veto right was ever exercised. Third, only six of the assets that were sponsored by 

Morgan Stanley and in the Cheyne SlY's portfolio at the SlY's launch were in the portfolio at 

the time of default. Those assets constituted less than 1 % of the pOlifolio and continue paying 

interest to this day. (~~ 29-30.) Fourth, because Morgan Stanley typically retained a residual 

interest in the underlying assets it sponsored - holding on its own books the junior-most and 

riskiest piece of those securitizations - the notion that Morgan Stanley expected those assets to 

fail defies all reason: Morgan Stanley had a financial stake in the success of these vehicles. 

(~31.) Such economically irrational motives foreclose a reasonable inference of scienter, see 

Shields v. Citytmst Bancorp, Inc., 25 F.3d 1124, 1130 (2d Cir. 1994) (holding that courts must 

reject explanations that defy economic reason), and cannot constitute clear and convincing 

evidence of fraudulent intent. Fifth, Morgan Stanley'S own mortgage-related losses demonstrate 

that Morgan Stanley did not foresee the collapse of the subprime residential mortgage security 

market. In the same few months that the Cheyne SIV entered enforcement and defaulted, 

Morgan Stanley itselfrecorded $9.4 billion of mortgage-related write downs resulting from its 

own exposure to the same types of securities that were held by the Cheyne SIV- nearly 10 times 

the total Cheyne SIV investments made by all plaintiffs combined. (~32 . ) Of course, had 

12 
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Morgan Stanley foreseen the market events that brought down the Cheyne SIV, it would not 

have incurred its own multi-billion dollar losses. Accordingly, plaintiffs' theory that Morgan 

Stanley engaged in fraud to earn fees of a few million dollars - while at the same time holding 

on its own books billions of dollars of securities similar to those held by the Cheyne SIV - defies 

all reason. It thus comes as no surprise that extensive discovery revealed no evidence of fraud. 

B. Disclosure of the Allegedly Concealed Risks Negates Any Theory of Scienter 

Scienter also cannot be proven here because the very risks that plaintiffs now claim were 

concealed by the ratings were in fact specifically disclosed. See infra IV.C. "The mere fact of 

that disclosure undermines any credible theory of scienter," In re Wachovia Equity Sec. Litig., 

753 F. Supp. 2d 326,356 (S.D.N.Y. 2011), because such disclosures are "inconsistent with a 

state of mind going toward 'deliberate illegal behavior,'" Footbridge Ltd. v. Countrywide Home 

Loans, Inc., 2010 WL 3790810, at *20 (S.D.N.Y. Sept. 28,2010). 

C. Fraud Cannot Be Proven by Hindsight 

Plaintiffs' case proceeds from the incorrect premise that the ratings must have been false 

- and thus the decisions made by defendants in stmcturing and rating the SIV, respectively, must 

have been fraudulent - simply because the SIV ultimately collapsed. (~~ 23-26.) The Second 

Circuit has rejected such claims of fraud by hindsight. Shields, 25 F.3d at 1129. Plaintiffs' 

after-the-fact allegations about what defendants must have intended cannot defeat summary 

judgment. See In re Parmalat Sec. Litig., 684 F. Supp. 2d 453, 474-75 (S.D.N.Y. 2010) 

(granting summary judgment where there was an absence of evidence that defendants "connected 

the dots that plaintiffs now connect"); see also Novak v. Kasaks, 216 F.3d 300, 309 (2d Cir. 

2000); In re Merrill Lynch, 2011 WL 536437, at * 12; In re Citigroup, 753 F. Supp. 2d at 246; 

Xerion, 474 F. Supp. 2d at 518; Kountze, 147 N.Y. at 129. 

l3 
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From: Wong, Elwyn [Elwyn _ Wong@standardandpoors.com] 
Sent: Wednesday, January 04, 20062:22 AM 
To: Shawn.Stoval@morganstanley.com 
Subject: Re: Real fast: Need rough cost of a rating on a $375mm swap (unfunded)? This tranche is way Aaa 
(20-30%, 7 years). Can you pis. let me know asap? Ballpark is fine. Thx Elwyn. 

Yes Moodys bwe tUleven relationships toom Unfortunately tllese things are allover tlle rnap. You tl} to get a schedule going and its 
always tIle deal is too small , the deal is large but it is super senior blah blah. Nice to have 7bp in cash capped at 500k cun no Olle 
says boo. Surely cash investors get a lower coupon Cashequily can't always pay tIle bill 

You dOli I really mIke mOlley ill STCDO corporales allyuvre. Its lIvsll) ill sYI~h;:lic crvrns and RMBS. I am sure those will 6'0 aud 
we will all have to lnove OIl. 

Selli frollllllY BlackBerry Wireless H,U1db;:ld 

-----Original Message-----
From: Stoval, Shawn (FlO) <ShawIl.Stoval(~/~l1l0rgallstallley.com> 
To: Wong, Elwyn <Elwyn_ Wong@stalldardalxipoors.com> 
Sent: Ttle Jan 03 21 :15:43 2006 
Subject: RE: Real fast: Need rough cost ora rating on a $37511unswap (tUIfiuxied)? Tlus tranche is way Aaa (20-30%, 7 years). 
Can you pis. let Ire kmw asap? Ballpark is fille. Til": Elwyll 

Thatlks Elwyn 

Keep in uund. I atll really paying $401<, not $301<, 1 just had pre-paid 10k!!! 

And if YOII are cl~rging $65k that WAY l1ure than Moody's cJ.mges for a rating -- I am surprised you could charge that milch and IlOt 
lose business. 

From: Wong, Elwyn [mailto:Elwvn WOllwZilStalldardantpoors.com) 
Sent: Tuesday. January 03,20069: 12 PM 
To: Stoval, Shawn (FID) 
Cc: Nolan, Katarzyna 
Subject: Re : Real fast: Need rongh cost of a rating 011 a $375mm swap (tmfimded)? Tins tranche is way Aaa (20-30%, 7 years). Can 
you pIs. let n~ know asap? Ballpark is fine. TIL": Elwyll 

Reasonable? You willilever be able to rate a 375 nul SSS again for 7)'rs for $30k. Your con~etitors pay $65k. 1 am sony. 110 !lure. I 
get shafted. Tins is tile ABSOLUTE last one. 

Katllerille. are }11 back? Are !,11 able to take it?Timing, 1.1llJe of deal? 

Sent fromluy BlackBerry Wireless Handheld 

-----Original Mcssage-----
From: Stoval. Shawn (FID) <ShawllStoval@.morganstallley.com> 
To: Wong, Elwyn <ElwYII_ Wong@standardatxipoors.com> 
SCIlt: Tue lan03 20:12:3 1 2006 
Stl~iect: RE: Real fast: Need rough cost of a rating on a $375ml11 swap (tUIfiuxted)? TIns trancJ.1e is way Aaa (20-30%, 7 years). 
Can you pIs. let Ire kllOW asap? Ballpark is fille. TIL\: ElwYll 

Ok, $40k seems reasonable. 

Less my coupon is $30k -- you can send n~ an invoice. 

Highly Confidential Rating Agency Materials MS COlB 000070069 



Can I contact Kathryn? I have liked working with her. 

Tllx Elwyn, 
Shawn 

Fronr Wong, Elwyn [mailto:Elwvn WongrrDstandardim::Jpoors.com] 
Scnt: Tuesday, January 03,2006 8:04 PM 
To: Stoval, Sha,vn (FID) 
Sllbject: Re: Real fast: Need rough cost ofa ratiIlg ona $375111111 swap (unfiUlded)? TIns tranche is way Aaa (20-30%, 7 years). Can 
you pIs. let Ire know asap? Ballpark is fine. Th" Elwyn 

Its 7yrs, 1lO? How about $40'1 

Sent from my BlackBerry Wireless Handheld 

-----Original Message-----
From: Siovetl, Shawn (FID) <ShawIlSlovali{i}Inorganslallley.colIl> 
To: Wong, Elwyn <Elwyn_ Wongt~i).staIKlardaIxlpoors.colll> 
Sent: Tue Jan03 20:01:01 2006 
Sllbject: RE: Real fast: Need rough cost of a rating on a $375Jl11l1 swap (lIlmm:led)? TIns tranche is way Aaa (20-30%, 7 years). 
Can you pIs. let Ire know asap'! Ballpark is fine. TIL\: ElwYll 

Elwyn! 

Fe,,,, things: 

1. 

$50k for $375mlll of a super-AAA swap SOlUlds a bit steep. Last time we issued $500mm and we paid $501<, or Ibp upfront. 
Since my notional is $125mm smaller, 1 basis point upfront is $37.5k. How does tilat sound? That way, we keep the satre price­
to-notional ratio, which seems fair. 
2. 

Christina can't llse my credit! I priced this deal kU:Hvillg I had my COllpOll Further, we are compensated on how l11llchP&L we 
drive for tl~ firm, so you givillg l~r my $10k is forcing me 10 give l~r IUUldreds of dollars out ofm)' own pockel! I like Christina and 
aU, but... 

From: WOllg, Ehvyl1 [mailto:Elwyn Wong@standardan:lpoors.com] 
Sent: Tuesday, January 03, 20067:05 PM 
To: Stov:ll, Shawn (Fill) 
Su~ject: Re: Realfast: Need roughcast ofa ratillg on a $375ullll swap (ull[llllcIed)? This tranche is way Aaa (20-30%. 7 years). c..'ln 
you pIs. lei me know asap'? Ballpark is [lIle. Th"ElwYll 

$50k all-in I gave Cristina a super delm llllheard of $5k all-in for a separate Spy issned off the KKR portfoliO. So you used up your 
COllPOll 

Seut frolllnw BlackBerry Wireless Handheld 

-----Original Message-----

Highly Confidential Rating Agency Materials MS CDIB 000070070 



From StovaL Shawn (Fill) <ShawnStovaI@morganstanley.com> 
To: el Wyll_ wong(~i)sandp. com <elwyn_ wong:ci)sandp .com> 
Sent: Tue Jan03 11:47:322006 
Subject: RE: Real fast: Need rough cost of a rating on a $375mmswap (mIfiurled)? Tins tranche is way Aaa (20-30%, 7 years). 
Can yon pIs. let In; know asap? Ballpark is fine. Tin: Elwyn. 

Just left you a message on tlns. Give me a call wlJenyou get a sec. 

Thanks Elwyn, hope your Holidays were great-

Slnwn 

From: StovaL Shawn (Fill) 
Sent: Tuesday, December 20,20053:48 PM 
To: Elwyn Wong (ehvyn_ wong@)3ndp.com) 
Subject: Real fast: Need rough cost of a rating on a $3 751mn swap (unfiUlded)? TIns tranche is way Aaa (20-30%. 7 years). Can you 
pIs. let me know asap? Ballpark is fine. Thx Elwyn 

Tins is not an offer (or solicitation of an offer) to buy/sell the securities/instnunents mentioned or an official confirmation. Morgan 
Stanley may deal as principal in or own or act as market maker for securitiesJinstnurents n-x:ntioned or 1my adyise the issuers. TIns 
is not research and is not fromMS Research but it may refer to a research a1l31ystlresearch repolt. Unless indicated, these views aIe 
the author's and 1my differ from those of Morgan Stanley research or otlus in the Finn We do not represcnt tins is accurate or 
complete and we Imy not lIpdate tins. Past performance is not indicative offillure returns. For additional information research 
reports and important disclosures. contact me or see https:l/secure.ms.com/serdetfcls. Yon should not lise e-nuil to request 
authorize or effect tI1e purchase or sale of any security or instnurent, to send transfer instnlCtions, or to effect aIlY other transactions. 
We CaImot guarantee that aIlY sllch requests received via e-mail will be processed in a tin-x:ly manner. TIns cOlmlUulication is solely 
for the addressee(s) and may contain confidential information We do not waive confidentiality by nnstnll1smissioll. Contact me if 
you do not wish to receive tl1ese COlllllllUncations. In Ure UK, Uns conumuncation is directed in Ule UK to those persons who are 
market counterparties or intermediate customers (as defined in the UK Financial Sen'ices Authority's nues). 

The information contained in this message is intended only for tl1e recipient, and nny be a confidential attorney-client cOlmmuncation 
or nuy othenvise be privileged aIId confidelJtial aIId protected from disclosLU·e. If the reader of tlns 111eSsage is not the intended 
recipient, or an employee or agent responsible for delivering tIns message to tire intended recipient, please be aware tint any 
dissemination or copying of tins COlll1lUUncation is strictly prohibited. If you have received tins COIll1l1lUncation in error, please 
illunediately notify us by replying to the n1essage mId deleting it from your computer. 

TIns is not an offer (or solicitation of an offer) to buy/sell the securities/instnunents mentiOl1ed or an official confinn.'llioll Morgan 
Stmue) UU) deal as principal inDI ownor act as market lllaker for secnrilieslinstnunents mentiolred or lllay advise Ule issuers. Tllis 
is not research and is 110t from MS Research but it uny refer to a research anaJystireseaI'Ch report. Unless indicated, tlIese views are 
tile autllOr's and may differ from those of Morgml Stmuey research or others in tile Firm. We do not represent tbis is accurate or 
complete aud we uuy not Ilpdate tllis. Past perfonmn::e is not in:licatjye of future retlullS. For additional information research 
reports and important disclosures, contact Ire or see https://secure.ms.com/servlet/cls. You should not use e-Imil to request 
authorize or effect tl1e purchase or sale of mlY seclU'ity or instnurent, to send transfer i1lStmctions, or to effect aIlY otl1er transactiollS. 
We caullOt gU3l'antee tlmt any such requests received via e-mail will be processed in a tinIely manner. TIns comnllUlication is solely 
for tI1e addressee(s) and lIlay contain confidential infonmtioll We do llOt waive confidentiality by mistrallSllIissioll Contact me if 
yon do not wish to receive these con1l11luncations. In tile UK, tllis con1l11l111ication is directed in the UK to those persons who are 
Imrket cOllllterparties or intel'll1ediate cllstomers (as defined in the UK. Financial Services Authority's nues). 

Highly Confidential Rating Agency Materials MS COIB 000070071 



Tins is not an offer (or solicitation of an offer) to buy/sell the securities/instnurents mentioned or an official confirmatiOl~ Morgcm 
Stanley may deal as principal in or own or act as market maker for securitieslinstnulll::lIts m::ntioned or may advise the issuers. This 
is mt research and is not from MS Research but it Imy refer to a research analyst/research report. Unless indicated, these views are 
the author's and may differ from those of Morgan Stanley research or others in the Finn We do not represent tlns is accurate or 
complete and we !lIly mt Ilpdate tins. Past perfonmnce is not iuiicative offuture returns. For additional information, research 
reports and important disclosures, contact me or see https://seeure.lllS.com'sendetfcls. You should not use e-mail to request, 
authori7e or effect the purchase or s(lie of any security or instnurent, to send tr(ll1sfer illstmctions, or to effect (Ill)' other tranS(lction<;. 
We cannot guarantcc tImt any such requests receivcd via c-mail wil1 be proccssed in a timely lillnller. TIns cOlrumuncation is solely 
for the addressee(s) and may cont(lin confidenti(ll information. We do not ",(live confidenti(llity by mistransnnssion. Contact me if 
yon do not wish to receive tIlese comlmuncations. In tlle UK, tIns cOlmmuncation is directed in tile UK to tllose persons w 110 are 
Imrket cOlUlterparties or intenrediate cllstomers (as defined in the UK Fil1allcial Services Authority'S mles), 

Tins is not an offer (or solicitation of an offer) to buy/sell tIle securitieslinstnurents mentioned or an official eonfinmtiOl~ Morgan 
Stanley nny deal as principal in or own or act as market nmker for securitieslillstnurents nlentioned or may ad\'ise tire issllers. TIns 
is lIOt resecu'ch and is not fromMS Re:search but it uny refe:r to a research culalystlrese:an.:h report. Unless iIKlicated, the:se views are 
tlle autIIOr's and Imy differ from tlIOse of Morgan Stanley research or otllers in the Firm We do not represent tins is accurate or 
complete and we Imy not Ilpdate tins. Past perfonmnce is llOt iulicative offuture retlU'ns. For additional infonmtioll research 
reports and important disclosures, cOlllac[ tIle or see hllps:l/secure.ms.com'servle[fcls. You shouldllO[ use e-tIl:Iil [0 request 
authorize or effect tlle purchase or sale of any seclU'ity or instrlUlleu1, to send transfer instrnctions, or to effect lliW otller transactions. 
We CalUlOt guarantee tImt any such requests received via e-mail will be processed in a tin};!ly llllliUler. TIns cOlmmuncation is solely 
for tile addressee(s) and may contain confidential information We do not waive confidentiality by mistransnnssion Contact me if 
you do not wish to receive tllese cOlmmuncations. In tlle UK, tlns cOlmmmication is directed in tlle UK to tlKlse persons who arc 
market cOlUlterparties or intenrediate cllstomers (as defined in the UK Financial Services Authority's nues). 
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From: Jones, Graham (FID) [GrahamloneS@1110rganstanley .com] 
Sent: Tuesday, March 14, 2006 1 :41 AM 
To: Belinda Ghettj (S&P); Peter Kambeseles (S&P) 
Cc: Smetana, Caroline Reiss (FlD); Miteva, Elena (FlD); Dronov, Alexey (Fill); Laheja, Ashwin (Fill) 
Subject: RE: MS/S&P meeting on E3.0 and ADS CDOs 
Selinda I Peter 

Who would be the most appropriate person top speak with regarding these ASS orientated questions on the new S&P 
Evaluator? 

Process 
1. Currently we are running 2.4 .3 and compare to our worst case runs but should also run the 3.0 methodology 

where we compare to the n% worst case depending upon the liability so we know where things are going . Is this 
right? 

2. How will the COO monitor be linked into these different versions of the evaluator? Will old deals have to move to 

a new E3.0 for the purposes of the COO monitor? 

AFC Stress 
1. When running the new methodology can you explain the nature of the stress? 

2. The stress looks particularly punitive for unhedged hybrids. I assume you mean hybrid bonds (not bonds with 

hybrid mortgages) which are fixed and then floating . What is the sort of hedge that removes the risk? 

Other 
1. We do forward starts on many synthetics but they start on the closing date; I assume that these are not what is 

covered by the forward start applications with in E3.0. 

2. What are the new CMBS recovery rates that you mentioned earlier in the meeting 

3. Looks like counterparty risk is only a factor if the deal is going short. Is this correct? 

4. What are the main modeling issues for long-short trades? Are there any additional modeling requirements beyond 

using E3,0? I was told that there was language that we need to include regarding terminations in the confirm. 

S . . Regarding the grandfathering question, it sounded like a deal would have to have deteriorated before a 
downgrade is likely. I am especially interested in Inman Square I and Inman Square II which are both BB ABS 
deals (probably look worse in E3.0). I understand that there is certain information that you cannot release until it 
is publicly available but I would like to understand the process that will be applied . 

Thanks 
Graham Jones - Vice President 
Morgan Stanley I Fixed Income 
1585 Broadway I Floor 02 
New York. NY 10036 
Phone: +1 212761-2061 
Fax: +1 212507-4891 
Graham.Jones@mornanstanleY,com 

This is not an offer (or solicitation of an offer) to buy/sell the securities/ instruments mentioned or an officia l confirmation . Morgan Stanley may deal 
as principal in or own or act as market maker for securities/instruments mentioned or may advise the issuers . This Is not research and is not from 
MS Research but it may refer to a research analyst/research report. Unless indicated, these views are the author's and may differ from those of 
Morgan Stanley research or others in the Firm. We do not represent this is accurate or complete and we may not update this. Past performance IS 

not indicative of future returns. For additional information, research reports and important disclosures, contact me or see https'!lsecure ms com 
/serv let/ cls. You should not use e-mail to request, authorize or effect the purchase or sale of any security or instrument, to send transfer 
instructions, or to effect any other transactions. We cannot guarantee that any such requests received via e-mail will be processed in a timely 
manner. This communication is solely for the addressee(s) and may contain confidential information. We do not waive confidentiality by 
mistransmission. Contact me if you do not wish to receive these commun ications . In the UK, this commun ication Is directed in the UK to those 
persons who are market counterparties or Intermed iate customers (as defined In the UK Financia l Services Authority's rules) . 

Confidential MS COlB 000049408 
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From: Neer, Brian (Fill) [Brian.Neer@morganstanley.com] 
Sent: Sanlrday, May 20,20063:19 PM 
To: Wong, Elwyn 
Subject: RE: Downgrades!!!!!!! 
Next time you are in hong kong I'll have you over. It's in Stanley! 
Thanks for your help ... owe you one. 
b 

From: Wong, Elwyn [mailto:Elwyn_Wong@standardandpoors.com] 
Sent: Saturday, May 20, 2006 10:36 PM 
To: Neer, Brian (flO) 
Subject: Re: Downgrades!!!!!!! 

Heard )11 have 7 story building overlooking Repuylse Bay. Yuare da ml11 

Sent from llW BlackBerry Wireless Handheld 

-----Original Message-----
From Neer. Brian (FlD) <BrianNeer(a)morganstanley.com> 
To: Wong. Elwyn <Elwyl~ Wong,@standardalupoors.com> 
Sent: Fri May 1923: 18:522006 
Subject: RE: DowlIgmdes!!!!!!! 

Tl"kl1J.ks for your help 

From: Wong. Ehvynl!.t:Ja.ilto:Elw\'ll Woug(QlstandardaIrlpoors.con~ 
Sent: Friday, May 19, 2006 10:52 PM 
To: Neer. Brian (FlO) 
Subject: Re: Downgrades!!!!!!! 

Completely has 10 do w ilh credit migralion, Jinuny will c<l1l or l~s already called Justiu/SHAwn to disclIss. Mlybe we can dampen it 
by nUllling numing Evahlc1tor forward three lIDntilS --- but I think they do that pretty m1lch as standard 01' procedure 

Sent frollllllY BlackBerry Wireless HmJdheld 

-----OJiginal Message-----
From: Neer. Brian (FID) <Brian Neen<lilTIorgallStanley.com> 
To: Wong, Elwyn <Elwyn_ Wongg)slandardandpoors.com> 
Sent: Fri May 1901 :35: 162006 
Subject: RE: Downgrades!!!!!!! 

Elwyn ... .. any help you can give lIS would be great .... .it makes us both look stupid (MS and S&P) to have AAA" s downgraded based 
on no credil events + so soon after issue. 1'd really like to lalk about Uris before any annoulIcem:nl is n~de. 

Thanks, 

BJian 
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From Wong, Elwyn [mailto:ElwYll Wong((i1stalldardan:lpoors.eom] 
Sent: Friday. MilY 19. 2006 I :32 PM 
To: Neer. Brian (Fill): Kobylinski, Jimmy 
Subject: Re: Downgrades!!!!!!! 

Jimmy, need some help Credit migration has to be the only reason Jimmy ifyu get this before 1O:30mn tom can we talk) 

Sent from my BlackBerry Wireless Handheld 

-----Original Message-----
From Neer, Brian (Fill) <BrianNeer@morganstanley.com> 
To: Wong. Elwyn <Elwyn_ Wong.fil.standardandpoors.com> 
Sent Fri May 1901:23:052006 
Su~ject: RE: Downgrades!!!!!!! 

Where infloricJa') 

List below ... son~ oftl~mare AAA's issued very recently!!! Holy crap. 

Thanks. 

B 

The MS Nan~s for these deals are below. 

Morgan Stanley ACES SPC Series 2005-15 - CoRDS 2005-6 

Morgan Stanley ACES SPC Series 2005-16 - CORDS 2005-2 

Morgan Stanley ACES SPC Series 2005-21- Eagle Creek 

Morgan Stanley ACES SPC Series 2005-25 - Octave 8 Collateral (DiSC like) 

Morgan Stanley ACES SPC Series 2006-3 - 51'r Global DiSC 

Morgan Stanley ACES SPC Series 2006-4 - 7yr Global DiSC 

Morgan Stanley ACES SPC Series 2006-6 - 5yr Global DiSC Euro wiShart Bucket 
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From Yoo, Christina (Fill) 
Sent:: Thursday, IV!.:,} 18,20065:54 PM 
To: ccgscpglobal 
SuL~ject: FW: Morgan Stanley ACES Downgrades 

S&P is downgrading some ACES Notes, 

I am told th:1t tins information will become public tonmrow, 

Christina 

From Kobylinski. JilIDny rmailtoJimmy KobYlinski('([)stalKlardanclpoors,comj 
Sent: Tlmrsday, IVIay 18,20065:48 PM 
To: Yoo, Christina (Fill) 
Subject: Morgan Stanley ACES DOlvngrades 

Christina, 

Below is the breakdown of the rating actions for tomorrow: 

Morgan Stanley ACES SPC Series 2005-15 
Super Senior: AAA (affirmed) 
Jr Sr: AAA (affirmed) 
II Sec: AA (fromAA+/walchneg) 
III A: A+/watch neg (from AA-/watch neg) 
III B: A+/watch neg (fromAA-/watch neg) 

Morgan Stanley ACES SPC Series 2005-16 
Ser2005-16: A-/"'atch neg (from AJwatch neg) 

Morgan Stanley ACES SPC Series 2005-21 
A: AA+ (fromAAAJwatch neg) 
lA: AA-/\\'alch neg (from AA/walch neg) 
IB: AA-/walchlleg (fromAA/walch neg) 
IC: AA-hvatch neg (from AAlwatch neg) 
II: BBB+/watch neg (from A-/watch neg) 

Morgan Stanley ACES SPC Series 2005-25 
ScFltRtNts: AA (fromAAAiwatehneg) 

Morgan Stanley ACES SPC Series 2006-3 
IA: AA+ (fromAA.A) 
IB: AA+ (fromAAA) 
IC: AA+ (fronll\AA) 
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IIA: AA- (from AAiwatch lx:g) 
IIB: AA-/watch lx:g (from AAlw atch neg) 
llC: AA-!watch Ix:g (from AAlw atch Ix:g) 
IID: AA-/watch neg (fromAAiwatch reg) 
IIE: AA-!watchn~g (fromAA/watch neg) 
llF: AA-iwatch Ix:g (fromAAiwatch neg) 
ill: BBB- (fromBBB/watchneg) 

Morgan Stanley ACES SPC Series 2006-4 
TA: AA+ (from AAAlwatch lx:g) 
IIA: A+ (AAi,vatch ncg) 

Morgan Stanley ACES SPC Series 2006-6 
Deferrable Sec: AA-/watch ll;)g (fromAAIwatch lx:g) 

Let me know if you have any questions. 

Thanks. 

Jimmy 

Jillnny Kobylinski 
Associate 
Standard & Poor's 
Stmctmed Fimnce - CDO Smveillan::e 
55 Water Street. Hnd Floor 
New York, NY 10041 
Phone: (212) 438-63H 
Fax: (212) 438-2664 
jinllT~Lkobylinsld"·(i;standardandpoors.COll1 

From: Wong. Ehvyn [mailto:Elwvll Wongro1standardan:lpoors.com] 
Sent: Friday, May 19, 2006 1:06 PM 
To: Neer. Brian (FID) 
Sllbject: Re: Downgrades!!!!!!! 

I aminFlorida. What downgrade? No model change nothing. HOlv coould thar be. List deals I will follmr up 

Sent from my BlackBerry Wireless H,Uldheld 

-----Original Message-----
From: Neer, Brian (FID) <BrimlNeer@morganstanley.coni> 
To: e1wYl1_wong@sandp.com<elwyn_wongrf/!sandp.com> 
Sent: Tlm1-1ay 1822:11:372006 
Subj ect: Downgrades!!!!!!! 

Elwyn, 

We need to talk ITIj' old friend. You guys just downgraded AAA rated 110tes that were issues vel}', very recently. This is a HUGE 
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problem for us as (and for you). When is your soonest availability that will work from Hong Kong ('1 hours). 

Thanks, 

Brian 

This is not an offer (or solicitation of an offer) to buy/sell the: securities/instnurents mentioned or an official confinnation. Morgan 
Stanley may deal as principal in or own or act as Imrket maker for securitieslinstnurents lrentioned or may advise the issuers. TIns 
is not research and is not fromMS Research but it lIlay refer to a research analystlresearch report. Unless indicated, these views are 
the author's and Imy differ from those of Morgan Stanley research or others in the Finn We do not represent tins is accurate or 
complete and we 1m)' not update tIns. Past perfonmn::e is not in:iicative offuture retlU"ns. For additional infonmtion research 
reports and important disclosures. contact Ire or see https://secme.ms.com/servlet!cls. You should not use e-lmil to request 
authorize or effect the purclJase or sale of ,my security or instnunent, to send trallsfer iustrllctions, or to effect any other transactions. 
We cannot guarantee tlmt any such reqnests received via e-lmil will be processed ina timely ma1lller. TIns cOlmTllurication is solely 
for the addressee(s) and may contain confidential information We do not waive confidentiality by mistransmission Contact me if 
you do noL wish Lo receive these cOllUIumicatiollS. InLhe UK, Illis cOlIumuricaLioll is directed inlhe UK to those persons who are 
market cOlmterparties or intermediate cllstomers (as defined in the UK Financial Services Authority's mles). 

The information contained in tIllS lressage is intended only for the recipient, and nn)' be a confidential attorney-client C0l111TllUncation 
or may othenvise be privileged and confidel11:ial and protected from disclosure. If the reader of tins message is not the intended 
recipient or (In employee or agent responsible for delivering this nless(lge to the intended recipient, please be aware that any 
disseminalion or copying of Uns conulUmication is slriclly prolribited. lfyoulnve received tIns conumuncalion in error, please 
il1111lediately 1IOtif)·us by replyillgto the lressage and deleting it from your computer. TIle McGraw-Hill Compa1nes, Inc. reserves tIle 
right, subject to applicable local law , to llxnntor and review the content of any electrOlric message or information sent to or from 
McGraw-Hili employee e-mail addresses without informing the sender or recipient ofthe nlessage. 

TIns is not an offer (or solicitation of an offer) to buy/sell tile securities/instnUllents nlentiOlled or all official confinmtion Morgan 
St1111ey 1m)" deal as principal in or own or act as market maker for securities/instnUllel11:s nlel11:ioned or llny advise tile issuers. Tins 
is not research and is 1IOt from MS Research but it may refer to a research amlystlresearch repOlt. Unless indicated, these views are 
the anthor's and may differ from those of Morgan Stanley research or otllers in tile Firm We do not represent tlus is accurate or 
complete and we uny not update tins. Past perfonmnce is not indicative offilture retmns. For additioml information research 
reports and important disclosmes, contact Ire or see https://secme.ms.collvservlet!cls. You should not use e-lmil to request 
authorize or effect tile purchase or sale of lmy secmity or instnurent, to send transfer instmctions, or to effect any otller transactions. 
We cannot gumantee that any such requests received via e-mail will be processed ina timely manner. This comnuUlication is solely 
for the addressee(s) and may contain confidential illfonmlioll We do 1IOt waive confidentialiLy by nustransnnssioll Contaclme if 
you do noL wish Lo receive Ulese conmuuncaliolls. In Ule UK, Ilus cOllumuricaLion is direcLed illihe UK Lo Lhose persons who are 
nnrket cOlUlterparties or intermediate customers (as defined in the UK Financial Sen'ices AutIlority's mles). 

TIns is not all offer (or solicitation of an offer) to buy/sell tile secmities/instnUllents lllentiOlled or all official confirmation Morgan 
Statlley may de(ll as principal in or ow n or act as market maker for secnritieslillstnmlellts nlentioned or may advise the issuers. TIns 
is not research and is not fromMS ResearchbllL it Imy Ieler Lo a researcltallalysllresearchreporl. Unless ilKlicaled, Ihese views are 
the author's and nny differ from those of Morgan Stanley research or otilers in the Firm We do not represent tIus is accurate or 
complete and ,ve may not update this. Past perfof11mx:e is not in:iicative offuture retmns. For additio11:11 illfonmtioll research 
reports and important disclosures. contact llX! or see hthJs://secure.1Us.com/servlet!cls. You should not use e-mail to request. 
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authorize or effect the purchase or sale of any security or illstnurent, to send transfer illstnlCtions, or to effect any other transactions. 
We CalU10t guarantee timt any snch requests received via e-mail will be processed in a tinel)' manner. TIlls commullcation is solely 
for the addressee(s) and may contain confidential information We do not waive confidentiality by mistrallsmission Contact me if 
yon do not wish to receive tilese cOlrummicatiol1S. In the UK, tIns cOlrumullcation is directed in tile UK to those persons who are 
market cOlmterparties or internlediate Cl1stomers (as defined in the UK. Financial Services Authority's mles). 

TIns is not an offer (or solicitation of an o:lfer) to buy/sell tile securities/instnurents lrentiolled or an official continmtion Morgan 
Stanley may deed as principal in or own or act as market maker for secmities/illstnurents lrelltioned or 1my advise the issuers. This 
is mt rcscarch and is not from MS Rcscarch but it Imy rcfcr to a rcscarch analyst/rcsearch report. Unless indicatcd, tilCse vicws arc 
the author's and may differ from those of Morgan Stanley research or otIlers in the Finn We do not represent this is accurate or 
complete and we may mt update tins. Past performance is not indicative offuture returns. For additional information, research 
reports and important disclosures. contact Ire or see https:l/secure.lllS.eom/selvleticls. You should not nse e-mail to request 
authorize or effect tile pmchase or sale of any secmity or instnurent, to send transfer instmctions, or to effect all)' otller transactions. 
We cannot guarantee that any such requests received via e-mail will be processed in a tilrely manner. TIns cOlrumuncation is solely 
for tile addressee(s) and may contain confidential information We do not waive confidentiality by mistransmission Contact me if 
you do not wish to receive tIlese comlmuncatiol1S. In tIle UK, tIns cOllllmuncation is directed in tile UK to those persons who are 
market cOlUlterparties or intenrediate customers (as defined in the UK Financial Services Authority's mles). 

This is not an offer (or solicitation of an offer) to buy/sell the securities/instruments mentioned or an official confirmation. Morgan Stanley may deal 
as principal in or own or act as market maker for securities/instruments mentioned or may advise the issuers, This is not research and is not from 
MS Research but it may refer to a research analyst/research report. Unless indicated, these views are the author's and may differ from those of 
Morgan Stanley research or others in the Firm. We do not represent this is accurate or complete and we may not update this. Past performance is 
not indicative of future returns. For additional information, research reports and important disclosures, contact me or see hltps:lIsecure.ms.com 
!servlet/cls, You should not use e-mail to request, authorize or effect the purchase or sale of any security or instrument, to send transfer 
instructions, or to effect any other transactions. We cannot guarantee that any such requests received via e-mail will be processed in a timely 
manner, This communication is solely for the addressee(s) and may contain confidential information. We do not waive confidentiality by 
mistransmission. Contact me if you do not wish to receive these communications. In the UK, this communication is directed in the UK to those 
persons who are market counterparties or intermediate customers (as defined in the UK Financial Services Author~y's rules). 
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EXHIBIT 32.3 



From: Wong, Elwyn [Elwyn _ Wong@standardandpoors.com] 
Sent: Wednesday, June 14, 20063:48 PM 
To: Neer, Brian (FID) 
Subject: RE: Hi 
Brian 

Your point well taken .... unfortunately you are stuck in a very granular part of the subordination 
vector in a fairly leveraged structure (viz COOA2s with high grade ABS as "fillers" back in 2004 or 
FTO of a bunch of AAA names would have the same problem). Another case in point.. .. you see 
Europeans doing synthetic COOs using all AAA ABS reference obligors. While AM ABS has been 
more resisitant to credit migration and they don't have a problem like the one you are facing , a 
slight change in our ABS POs -- which will be in E3.2 -- is going to lead to upgrades/downgrades 
of these COOs as well. 

What is haunting you is of course our fairly flat default curve for the highly rated part of the curve. 
(E2.4.3 uses the same corp POs to simulate default as well as counts the area under the loss 
curve to arrive at required subordination. E3.1 uses revised corp POs to simulate default BUT uses 
revised and HIGHER "COO liability POs" to count the area under the loss curve to arrive at 
required subordination .... I am not sure I can quantify if this alone causes a problem for you ... the 
lack of gradation in the front end of the PO curves has always been there, E2.4.3 or E3.1 ... or 
does the introduction of a rather controversial COO liability PO curve compound it?) 

THE BIGGEST IMPACT, I think, came from the fact that we removed stress factors in E3.1 . That 
has a lot to do with producing a subordination vector like this. But the market introduced shorts 
and forward starts ..... we have no choice. 

Let me round-up a couple of quants and surveillance guys to talk about this first before I revert. 

You are back in NY? 

Thanks 
Elwyn 

Confidential 

-----Original Message-----
From: Neer, Brian (FID) [mailto:Brian.Neer@morganstanley.com] 
Sent: Wednesday, June 14,200610:58 AM 
To: Wong, Elwyn 
Subject: RE: Hi 

Elwyn, 
Do you think we can do an early breakfast meeting Friday? 
Your comment below is pretty upsetting ("very, very, tight"). On a recent deal these were the tranche 
breakdowns from your model: 
AAA 4.47% 
AA+ 4.24% 
AA 3.96% 
AA- 3.81% 
A+ 3.66% 
A 3.55% 
A- 3.35% 
If we are issuing AA- Notes, the most subordination we can build in without being a AA is .15%. Are you saying 
we should just "make up" our ratings (Le. set ollr own subordination levels and tell YOll what the rating is .... . )? I'm 
very concerned about a world where dealers decide what ratings their products are going to have. Your "rating" 
takes on many different meanings and loses it's integrity ... doesn't it? The cushions between rating categories 
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above are barely enough to survive 2 downgrades to below IG ..... so we have some concerns 
I'd really like to speak with you about this. 
Thanks, 
Brian 

From: Wong, Elwyn [mailto:Elwyn_Wong@standardandpoors.com] 
Sent: Wednesday, June 14, 2006 10:14 AM 
To: Neer, Brian (FlO) 
Subject: RE: Hi 
Not what I heard from primary and surveillance analysts. You guys tranche new deals very, 
very tight. So downgrades almost entirely because of portfolio credit migration. Now we too 
keep a Chinese wall between corp orates and SF. Those guys only let us know about 
downgrades ( and only big ones like GM and Ford) minutes before they go out. 
I know all structurers do rating arbitrage but maybe you should get some guy to be a little 
more tapped in wrt corporate rating changes if you are going to tranche them tight. 
FYI, we have new E3.2 coming out shortly. SAME corporate PDs only different ASS PDs ( 
very similar to E310w ABS PDs). Should NOT affect you WHATSOEVER 
Thanks 
Elwyn 

-----Original Message-----
From: Neer, Brian (FID) [mailto:Brian.Neer@morganstanley.com] 
Sent: Wednesday, June 14, 2006 7:42 AM 
To: elwyn_wong@sandp.com 
Subject: Hi 

Elwyn, 
The new model appears to produce somewhat unstable ratings. We are issuing deals that are regularly 
being put on negative watch and downgraded. This is really upsetting our customers. Are you having 
internal conversations about this? Are other dealers complaining? 
Thanks, 
Brian 

This is not an offer (or solicitation of an offer) to buy/sell the securities/instruments mentioned or an official confirmation. Morgan 
Stanley may deal as principal in or own or act as market maker for securities/instruments mentioned or may advise the issuers. 
This is not research and is not from MS Research but it may refer to a research analyst/research report. Unless indicated, these 
views are the author's and may differ from those of Morgan Stanley research or others in the Firm. We do not represent this is 
accurate or complete and we may not update this. Past performance is not indicative of future returns. For additional information, 
research reports and important disclosures, contact me or see https:llsecure.ms.com/servletlcls. You should not use e-mail to 
request, authorize or effect the purchase or sale of any security or instrument, to send transfer instructions, or to effect any other 
transactions. We cannot guarantee that any such requests received via e-mail will be processed in a timely manner. This 
communication is solely for the addressee(s) and may contain confidential information. We do not waive confidentiality by 
mistransmission. Contact me if you do not wish to receive these communications. In the UK, this communication is directed in the 
UK to those persons who are market counterparties or intermediate customers (as defined in the UK Financial Services Authority's 
rules). 

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication 
or may otherwise be privileged and confidential and protected from disclosure. If the reader of this message is not the intended 
recipient, or an em ployee or agent responsible for delivering this message to the intended recipient, please be aware that any 
dissemination or copying of this communication is strictly prohibited. If you have received this communication in error, please 
immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hili Companies, Inc. reserves the 
right, subject to applicable local law, to monitor and review the content of any electronic message or information sent to orfrom 
McGraw-Hili employee e-mail addresses without informing the sender or recipient of the message. 

This is not an offer (or solicitation of an offer) to buy/sell the securities/instruments mentioned or an official confirmation. Morgan Stanley 
may deal as principal in or own or act as market maker for securities/instruments mentioned or may advise the issuers. This is not research 
and is not from MS Research but ~ may refer to a research analyst/research report. Unless indicated, these views are the author's and may 
differ from those of Morgan Stanley research or others in the Firm. We do not represent this is accurate or complete and we may not 
update this. Past performance is not indicative of future returns. For additional information, research reports and important disclosures, 
contact me or see https:llsecure.ms.com/servletlcls. You should not use e-mail to request, authorize or effect the purchase or sale of any 
security or instrument, to send transfer instructions, or to effect any other transactions. We cannot guarantee that any such requests 
received via e-mail will be processed in a timely manner. This communication is solely for the addressee(s) and may contain confidential 
information. We do not waive confidentiality by mistransmission. Contact me if you do not wish to receive these communications. In the 
UK, this communication is directed in the UK to those persons who are market counterparties or intermediate customers (as defined in the 
UK Financial Services Authority's rules). 
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EXHIBIT 32.4 



From: Neer, Brian (Fill) [Blian.Neer@morganstanley.com] 
Sent: Thursday, November 23, 2006 2:45 AM 
To: Yuri .Yoshizawa@moodys.com 
Subject: Catch Up 
Yuri, 
Hi. We have met and talked a couple of times over the years, but I was hoping to have a call with you sometime in the 
next few days to get re-aquainted. My current job is running the structured credit business for MS in North America and 
Asia. I've been based in Asia for the last 9 months but am coming home soon and would like to develop a better 
dialogue with you about ollr businesses. I know you are doing some great work with Shawn, Ronnie and the rest of my 
team, and would like to make sure we are giving you what you need, as we" as talk about new opportunities. 
If possible, it would be great to speak sometime in the morning NY time early next week (say Tuesday?). Let me know 
what works for you. When I return I would like to get our teams together for an evening if possible. 
Thanks, 
Brian 

This is not an offer (or solicitation of an offer) to buy/sell the securities/instruments mentioned or an official confirmation. Morgan Stanley may dea l 
as principal in or own or act as market maker for securities/instruments mentioned or may advise the issuers. This is not research and is not from 
MS Research but it may refer to a research analyst/research report. Unless indicated, these views are the author's and may differ from those of 
Morgan Stanley research or others in the Firm. We do not represent this is accurate or complete and we may not update this. Past performance is 
not indicative of future returns. For additional information, research reports and important disclosures, contact me or see https:lIsecure.ms.com 
{servlet/cls. You should not use e-mail to request, authorize or effect the purchase or sale of any security or instrument, to send transfer 
instructions, or to effect any other transactions. We cannot guarantee that any such requests received via e-mail will be processed in a timely 
manner. This commu nication is solely for t he addressee(s) and may contain confidential information . We do not waive confidential~y by 
mistransmission. Contact me if you do not wish to receive these communications. In the UK, this commun ication is directed in the UK to t hose 
persons who are market counterparties or intermediate customers (as defined in the UK Financial Services Authority's rules). 
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From: 
Sent: 
To: 
Subject: 

Wong, Elwyn [Elwyn_Wong@standardandpoors,com] 
Tuesday, December 12,200612:59 AM 
Stoval, Shawn (FlO) 
RE: FW: Ratings needed and other things 

Long day . .... 1evSSS of cashflow coo of ABS . .. going to jail soon. 

OK I will get some real dates 

-- - --Original Message-----
From: Stoval, Shawn (FlO) [mai lto:Shawn.Stoval@morganstanley.com) 
Sent: Sunday, December 10, 2006 8:36 PM 
To: Wong, Elwyn 
Subject : RE: FW: Ra t ings needed and other things 

Sure them, ben, belinda . Will check to see who e l se works on our stuff . 

From: Wong , Elwyn [mailto:Elwyn_Wong@standardandpoors.com) 
Sent: Thursday, December 07, 2006 11:48 AM 
To: Stoval, Sh awn (FlO) 
Subject : RE: FW: Ratings needed and other things 

OK, let's tal k about that. I do owe you dates. Who do you wan t to c ome . Nolan and J immy 
Kobylinski I would thi n k -- they work on almos t all MS deals. 

-----Original Message-----
From: Stoval, Shawn (FlO) [mailto:Shawn.Stoval@morganstanley.com) 
Sent : Thursday, December 07, 2006 11:38 AM 
To: Wong, Elwyn 
Subject: RE: FW: Ratings needed and other things 

Ok El1.olyn . But remember I won't sign these until we get our team dinner in! 
dates . 

You owe me 

Also: I would l i ke to explore ways on how we can better communicate in 2007 . Often I 
have ratings/product questions that I need to know the answer to in o r de r to run our 
business. Unfortunately, you are a busy man and so often my calls go unanswered, and I do 
not get the information I need. How can we figure out how to exchange information so I 
can give you more business? 

From: Wong, Elwyn [mailto:Elwyn Wong@standardandpoors . coml 
Sent: Thursday, December 07, 2006 11:26 AM 
To: Stoval, Shawn (FlO); Nolan, Katarzyna; Philips, Madhu (FI D) 
Cc: Macdonald, Ben 
Subject : RE: FW: Ratings needed and other things 

Hi Shawn, 

Engagement letter goi ng ou t shortly. 
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For ACES 2006-37, 
I have $37.5k + $5k*(8.3/48-30j 

Thanks 
Elwyn 

-----Original Message-----

$39.8. 

From: Stoval, Shawn (FlO) [mailto:Shawn.Stoval@morganstanley.com) 
Sent: Sunday, December 03, 2006 7:21 PM 
To: Nolan, Katarzyna 
Cc: Wong, Elwyn 
Subject: RE: F\.\J: Ratings needed and other things 

Hi Katherine. 

For the first deal: IT CLOSES THIS THURSDAY" 

* 

Name: Fortis Trade 
* 

Actual Name: ACES 2006-XXX (to be determined) 
* 

EUR 60,000,000 
* 

Maturity: 12/20/2016 
-k 

Expected Rating: AAA 
* 

Coupon: 3mL + 80 
* 

Fixed Recovery at 70% 
* 

Tranche: 2.6% to 3.1% 
* 

126 names, Attached 
* 

Please note: Because of the Verizon split, 2 of the names have reduced notional. 

* 

PLEASE LET US KNOW ASAP YOU SEE THIS TRANCHE AS An.A 

For the Second Trade: It closes on 12/12. 

* 

Name: DISC 2006-5 

* 

2 

Highly Confidential Rating Agency Materials MS COlE 000065726 



* 

* 
* 

* 

Actual Name: ACES 2006-XXX (to be determined) 
Maturity: 12/20/2016 

Floati,ng recovery (standard recovery) 

126 names, Attached 

Please note: Because of the Verizon split, 2 of the names have reduced notional. 
* Tranches: 

* 

Tranche #1: 

* 

Notional: $19,000,000 

* 

4.3% to 5. 3'~ 

* 

Coupon: 3mL + 185 
* 

Internal Ticket Name: NGAS5 
* 

Desired Rating: A-

* 

Tranche #2: 

* 

Notional: $5,000,000 
* 

4.25% to 5.25% 
* 

Coupon: 3mL + 195 

* 

Internal Ticket Name: NGAS4 

* 

Desired Rating: BBB+ 

* 

Tranche #3: 

* 

Notional: $5,700,000 
* 

3.25% to 4.25% 

* 
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Coupon: St.ep Down Coupon 

* 

First 3 Years: L+632 
* 

Last 7 years: 1+150 

* 

Internal Ticket Name: NGAS6 
* 

Desired Rating: BBB-

* 
Tranche #4: 

* 

Notional: ,JPYl,OOO,OOO,OOO (Notional in USD - $8.6mm) 
* 

4.3% to 5.3'~ 

* 

Callable after 5 years 

* 

Coupon: Step Up Coupon 

* 

First 5 Years: JPY L + 150 

* 

Last S years: JPY L + 230 
* 

Internal Ticket Name: NGEGV 

* 

Desired Rating: A-

* PLEASE LET US KNOW ASAP YOU SEE THESE TRANCHE RATINGS AS WE DO 

We may have another tranche or two to be rated on the second deal. I will let you know 
the new tranches if/when we get the orders. 

Thanks, 
Shawn 

From: Nolan, Katarzyna [mailto:Katarzyna Nolan@standardandpoors.com] 
Sent: Thursday, November 30, 2006 10:06 AM 
To: Stoval, Shawn (FID) 
Cc: Wong, Elwyn 
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Subject.: RE: Flv: Ratings needed and other t.hings 

Shawn, I believe someone else was assign to this already. I am backing him up anyway. 
Is this the deal which will use repo. Regards. Katherine 

-----Original Message-----
From: Stoval, Shawn (FID) [mailto:Shawn.Stoval@morganstanley.com] 
Sent: Thursday, November 30, 2006 07:42 AM Eastern Standard Time 
To: Nolan, Katarzyna 
Cc: Wong, Elwyn 
Subject: FW: Ratings needed and other things 

Think this was supposed to go to you Katherine-

From: Wong, Elwyn [mailto:Elwyn_Wong@standardandpoors.com] 
Sent: Wednesday, November 29, 2006 8:43 PM 
To: Stoval, Shawn (FID) 
Subject: RE: Ratings needed and other things 

Katherine, can you make it as you are going to Laguna? 

Dates meaning women?:))))) 

-----Original Message----­
From: Stoval, Shawn (FID) 

[mailto:Shawn.Stoval@morganstanley.com] 
Sent: Wednesday, November 29, 2006 8:35 PM 
To: Wong, Elwyn 
Subject: RE: Ratings needed and other things 

Will lift your offers as-is long as: 

1) We get Katherine 
2) You send us three dates you can go to dinner 

From: Wong, Elwyn [mailto:Elwyn Wong@standardandpoors.com] 
Sent: Wednesday, November 29, i006 6:11 PM 
To: Stova1, Shawn (FID) 
Subject: RE: Ratings needed and other things 

See below. Yes we need to fix meet and greet plus chow. Keith 
getting you analyst 

-----Original Message----­
From: Stoval, Shawn (FID) 

[mailto:Shawn.Stoval@morganstanley.com] 
Sent: Monday, November 20, 2006 2:49 PM 
To: Wong, Elwyn 
Subject: Ratings needed and other things 
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doubtful. 

than $48mm 

Few things: 

First: Couple of ratings needed. 

Trade #1: Aces 2006-36 

* 
* 
* 

* 
* 
* 
* 
* 

12/20/2016 maturity 
Portfolio attached, 126 names 
Notional: EUR 60,000,000, possibly more but 

70% fixed recovery 
2 . 6~5 to 3.1% 
Coupon: 3M Euribor + 80 
Rating sought: AAA 
Closing date: December 7 

This is the London trade we discussed. 

$50k all-in 

Trade #2: Aces 2006-37 

* 

* 

* 
* 

12/20/2016 maturity 
Portfolio attached, 126 names 
Total issuance: at least $30mm, likely not more 

Various tranches 
Closing Date: December 12 

Can we have Katherine? 

$37.5k for $30mil 
$42.5k for $4Bmil. Straight-line in between? 

P1s. call me on cost when you get a second? 

Think Ronnie mentioned we would like to take you and 
your team out to dinner for the holidays. Can you give us a few dates 
that work for you in December? 

Finally, looking for guidance on this when you can: 

Long COX IG 7 15 to 30 
Short COX IG 6 15 to 30 

Levered as much as we can do. 

Portfolios are virtually the same (handful of names 
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different) . 

Can we do this and at what leverage? The long short 
should remove virtually all correlation risk. 

If needed we can corne up with a reserve fund like the 
CPDO that takes in cash. 

Thanks Elwyn, 

Shawn 

This is not an offer (or solicitation of an offer) to 
buy/sell the securities/instruments mentioned or an official 
confirmation. Morgan Stanley may deal as principal in or own or act as 
market maker for securities/instruments mentioned or may advise the 
issuers. This is not research and is not from MS Research but it may 
refer to a research analyst/research report. Unless indicated, these 
views are the author's and may differ from those of Morgan Stanley 
research or others in the Firm. I'i"e do not represent this is accurate or 
complete and we may not update this. Past performance is not indicative 
of future returns. For additional information, research reports and 
important disclosures, contact me or see 
https://secure.ms.com/servlet/cls. You should not use e-mail to 
request, authorize or effect the purchase or sale of any security or 
instrument, to send transfer instructions, or to effect any other 
transactions. We cannot guarantee that any such requests received via 
e-mail will be processed in a timely manner. This communication is 
solely for the addressee(s) and may contain confidential information. 
We do not waive confidentiality by mistransmission. Contact me if you 
do not wish to receive these communications. In the UK, this 
communication is directed in the UK to those persons who are market 
counterparties or intermediate customers (as defined in the UK Financial 
Services Authority's rules). 

The information contained in this message is intended only for 
the recipient, and may be a confidential attorney-client communication 
or may otherwise be privileged and confidential and protected from 
disclosure. If the reader of this message is not the intended recipient, 
or an employee or agent responsible for delivering this message to the 
intended recipient, please be aware that any dissemination or copying of 
this communication is strictly prohibited. If you have received this 
communication in error, please immediately notify us by replying tc the 
message and deleting it from your computer. The McGraw-Hill Companies, 
Inc. reserves the right, subject to applicable local law, to monitor and 
review the content of any electronic message or information sent to or 
from McGraw-Hill employee e-mail addresses without informing the sender 
or recipient of the message. 

This is not an offer (or solicitation of an offer) to buy/sell 
the securities/instruments mentioned or an official confirmation. 
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Morgan Stanley may deal as principal in or own or act as market maker 
for securities/instruments mentioned or may advise the issuers. This is 
not research and is not from MS Research but it may refer to a research 
analyst/research report. Unless indicated, these views are the author's 
and may differ from those of Morgan Stanley research or others in the 
Firm. flJe do not represent this is accurate or complete and we may not 
update this. Past performance is not indicative of future returns. For 
additional information, research reports and important disclosures, 
contact me or see https://secure.ms.com/servlet/cls. You should not use 
e-mail to request, authorize or effect the purchase or sale of any 
security or instrument, to send transfer instructions, or to effect any 
other transactions. We cannot guarantee that any such requests received 
via e-mail will be processed in a timely manner. This communication is 
solely for the addressee(s) and may contain confidential information. 
We do not waive confidentiality by mistransmission. Contact me if you 
do not wish to receive these communications. In the UK, this 
communication is directed in the UK to those persons who are market 
counterparties or intermediate customers (as defined in the UK Financial 
Services Authority's rules). 

This is not an offer (or solicitation of an offer) to buy/sell the securities/instruments 
mentioned or an official confirmation. Morgan Stanley may deal as principal in or own or 
act as market maker for securities/instruments mentioned or may advise the issuers. This 
is not research and is not from MS Research but it may refer to a research 
analyst/research report. Unless indicated, these views are the author's and may differ 
from those of Morgan Stanley research or others in the Firm. We do not represent this is 
accurate or complete and we may not update this. Past performance is not indicative of 
future returns. For additional information, research reports and important disclosures, 
contact me or see https://secure.ms.com/servlet/cls. You should not use e-mail to 
request, authorize or effect the purchase or sale of any security or instrument, to send 
transfer instructions, or to effect any other transactions. We cannot guarantee that any 
such requests received via e-mail will be processed ina timely manner. This 
communication is solely for the addressee(s) and may contain confidential information. We 
do not waive confidentiality by mistransmission. Contact me if you do not wish to receive 
these communications. In the UK, this communication is directed in the UK to those 
persons who are market counterparties or intermediate customers (as defined in the UK 
Financial Services Authority's rules). 

This is not an offer (or solicitation of an offer) to buy/sell the securities/instruments 
mentioned or an official confirmation. Morgan Stanley may deal as principal in or own or 
act as market maker for securities/instruments mentioned or may advise the issuers. This 
is not research and is not from MS Research but it may refer to a research 
analyst/research report. Unless indicated, these views are the author's and may differ 
from those of Morgan Stanley .research or others in the Firm. We do not represent this is 
accurate or complete and we may not update this. Past performance is not indicative of 
future returns. For additional information, research reports and important disclosures, 
contact me or see https: // secure. ms . com/ servlet/ cIs. You should not use e--mail to 
request, authorize or effect the purchase or sale of any security cr instrument, to send 
transfer instructions, or to effect any other transactions. We cannot guarantee that any 
such requests received via e-mail will be processed in a timely manner. This 
communication is solely for the addressee(s) and may contain confidential information. We 
do not waive confidentiality by mistransmission. Contact me if you do not wish to receive 
these communications. In the UK, this communication is directed in the UK to those 
persons who are market counterparties or intermediate customers (as defined in the UK 
Financial Services Authority's rules). 

This is not an offer (or solicitation of an offer) to buy/sell the securities/instruments 
mentioned or an official confirmation. Morgan Stanley may deal as principal in or own or 
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act as market maker for securities/inst.rument.s mentioned or may advise t.he issuers. This 
is not research and is not from MS Research but it may refer to a research 
analyst/research report. Unless indicated, these views are the author's and may differ 
from those of Morgan Stanley research or others in the Firm. We do not represent this is 
accurate or complete and we may not update this. Past performance is not indicative of 
future returns. For additional information, research reports and important disclosures, 
contact me or see https://secure.ms.com/servlet/cls. You should not use e-mail to 
request, authorize or effect the purchase or sale of any security or instrument, to send 
transfer instructions, or to effect any other transactions. We cannot guarantee that any 
such requests received via e-mail will be processed in a timely manner. This 
communication is solely for the addressee(s) and may contain confidential information. We 
do not waive confidentiality by mistransmission. Contact me if you do not wish to receive 
these communications. In the UK, this communication is directed in the UK to those 
persons who are market counterparties or intermediate customers (as defined in the UK 
Financial Services Authority's rules). 

This is not an offer (or solicitation of an offer) to buy/sell the securities/instruments 
mentioned or an official confirmation. Morgan Stanley may deal as principal in or own or 
act as market maker for securities/instruments mentioned or may advise the issuers. This 
is not research and is not from MS Research but it may refer to a research 
analyst/research report. Unless indicated, these views are the author's and may differ 
from those of Morgan Stanley research or others in the Firm. We do not represent this is 
accurate or complete and we may not update this. Past performance is not indicative of 
future returns. For additional information, research reports and important disclosures, 
contact me or see https://secure.ms.com/servlet/cls. You should not use e-mail to 
request, authorize or effect the purchase or sale of any security or instrument, to send 
transfer instructions, or to effect any other transactions. We cannot guarantee that any 
such requests received via e-mail will be processed ina timely manner. This 
communication is solely for the addressee(s) and may contain confidential information. We 
do not waive confidentiality by mistransmission. Contact me if you do not wish to receive 
these communications. In the UK, this communication is directed in the UK to those 
persons who are market counterparties or intermediate customers (as defined in the UK 
Financial Services Authority's rules). 
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From: 
Sent: 
To: 
Subject: 

Wong, Elwyn [Elwyn_Wong@standardandpoors.com] 
Friday, December 15,20068:25 PM 
Stoval, Shawn (FlO) 
RE: How much for a self-managed swap rating? 

Then you j ust confessed. You can make money and pass some to me. 

-----Original Message-----
From: Stoval, Shawn (FlD) [mail to: Sha1,oTn . Stoval@morganstanley. com] 
Sent: Friday, December 15, 2006 3:24 PM 
To: Wong, Elwyn 
Subject: RE: How much for a self-managed swap rating? 

He would at the right level' 

From: Wong, Elwyn [mailto:Elwyn_Wong@standardandpoors.com] 
Sent: Friday, December 15, 2006 3:23 PM 
To: Stoval, Shawn (FrO) 
Subject: RE: How much for a self-managed swap rating? 

But it is managed. I need to give some dosh to surveillance guys. 

I remember brian Neer h e would never print a $10mil trade 

-----Original Message-----
From: Stoval, Shawn (Fl O) [mai l to:Shawn. Stoval@morganstanley.com] 
Sent: Friday, December 15, 2006 3:20 PM 
To: Wong, Elwyn 
Subject: RE: How much for a self-managed swap rating? 

For $10mm swap (no docs)? I was thinking more $20-25. 

But before we get too far down the path, let me see how real this trade is. I will get 
back to you. 

From: Wong, Elwyn [mailto:Elwyn_Wong@standardandpoors.com] 
SeIlt: F.dda y, December 15, 2006 10:47 AM 
To: Stoval , Shawn (FrO) 
Subject: RE: How much for a self-managed swap rating? 

$35k ? 

-----Original Message-----
From: Stoval, Shawn (FlO) [mailto:Shawn.Stoval@morganstanley.com] 
sent: Friday, December 15, 20 0 6 9:26 AM 
To: Wong, Elwyn 
Subject: RE: How much for a self-managed swap rating? 

Elwyn! 

Need your thoughts here - will just take a minute-
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From: Stoval, Shawn (FlO) 
Sent: Wednesday, December 13, 2006 9:35 PM 
To: 'Wong, Elwyn' 
Subject: How much for a self-managed swap rating? 

Small size, $10mm, very little money here. I am not sure if the numbers even make sense 
to do this -- ,,,,hat could I pencil in as an estimated rating cost? 7 year trade, swap 
form, investor can switch names 2-3 times a year. 

Can you please let me know? 

Thx, 
Shawn 

This is not an offer (or solicitation of an offer) to buy/sell the securities/instruments 
mentioned or an official confirmation. Morgan Stanley may deal as principal in or own or 
act as market. maker for securities/inst.rument.s mentioned or may advise the issuers. This 
is not research and is not from MS Research but it may refer to a research 
analyst/research report. Unless indicated, these views are the author's and may differ 
from those of Morgan Stanley research or others in the Firm. We do not represent this is 
accurate or complete and we may not. update t.his. Past performance is not. indicative of 
fut.ure returns. For additional information, research reports and important disclosures, 
contact me or see https://secure.ms.com/servlet/cls. You should not use e-mail to 
request, authorize or effect the purchase or sale of any security or instrument, to send 
transfer instructions, or to effect any other transactions. We cannot guarantee that any 
such requests received via e-mail will be processed ina timely manner. This 
communication is solely for the addressee(s) and may contain confidential information. We 
do not waive confidentiality by mistransmission. Contact me if you do not wish to receive 
these communications. In the UK, this communication is directed in the UK to those 
persons who are market counterparties or intermediate customers (as defined in the UK 
Financial Services Authority's rules). 

The information contained in this message is intended only for the recipient, and may be a 
confidential attorney-client communication or may otherwise be privileged and confidential 
and protected from disclosure. If the reader of this message is not the intended 
recipient, or an employee or agent responsible for delivering this message to the intended 
recipient, please be aware that any dissemination or copying of this communication is 
strictly prohibited. If you have received this communication in error, please immediately 
notify us by replying to the message and deleting it from your computer. The McGraw-Hill 
Companies, Inc. reserves the right, subject to applicable local law, to monitor and review 
the content of any electronic message or information sent to or from McGraw-Hill employee 
e-mail addresses without informing the sender or recipient of the message. 

This is not an offer (or solicitation of an offer) to buy/sell the securities/instruments 
mentioned or an official confirmation. Morgan Stanley may deal as principal in or own or 
act as market maker for securities/instruments mentioned or may advise the issuers. This 
is not research and is not from MS Research but it may refer to a research 
analyst/research report. Unless indicated, these views are the author's and may differ 
from those of Morgan Stanley research or others in the Firm. We de not represent this is 
accurate or complete and we may not update this. Past performance is not indicati.ve of 
future returns. For additional information, research reports and important disclosures, 
contact me or see https://secure.ms.com/servlet/cls. YClU should net use e-mail to 
request, authorize or effect the purchase or sa.le of a.ny security or instrument, to send 
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transfer instructions, or to effect any other transactions. We cannot guarantee that any 
such requests received via e-mail will be processed ina timely manner. This 
communication is solely for the addressee(s) and may contain confidential information. We 
do not waive confidentiality by mistransmission. Contact me if you do not wish to receive 
these communications. In the UK, this communication is directed in the UK to those 
persons who are market counterparties or intermediate customers (as defined in the UK 
Financial Services Authority's rules). 

This is not an offer (or solicitation of an offer) to buy/sell the securities/instruments 
mentioned or an official confirmation. Morgan Stanley may deal as principal in or own or 
act as market maker for securities/instruments mentioned or may advise the issuers. This 
is not research and is not from MS Research but it may refer to a research 
analyst/research report. Unless indicated, these views are the author's and may differ 
from those of Morgan Stanley research or others in the Firm. We do not represent this is 
accurate or complete and we may not update this. Past performance is not indicative of 
future returns. For additional information, research reports and important disclosures, 
contact me or see https;//secure.ms.com/servlet/cls. You should not use e-mail to 
request, authorize or effect the purchase or sale of any security or instrument, to send 
transfer instructions, or to effect any other transactions. We cannot guarantee that any 
such requests received via e-mail will be processed in a t.imelymanner. This 
communication is solely for the addressee(s) and may contain confidential information. We 
do not waive confidentiality by mistransmission. Contact me if you do not wish to receive 
these communications. In the UK, this communication is directed in the UK to those 
pprsons who are market counterparties or intermediate customers (as defined in the UK 
Financial Services Authority's rules). 
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From: 
Sent: 
To: 
Subject: 

Wong, Elwyn [Elwyn_Wong@standardandpoors.com] 
Thursday, December 28, 20067:02 PM 
Neer, Brian (FlO) 
Re: Well done! 

Now yu can throw me a retirement job i n HK!! : ) 

Sent from my BlackBerry Wi reless Handheld 

-----Original Message-----
From: Neer, Brian (FID) <Brian.Neer@morganstanley . com> 
To: Wong, Elwyn <Elwyn_Wong@standardandpoo rs .com> 
Sent: Thu Dec 28 11:48:43 2006 
Subject: RE: Well done! 

Thanks elwyn ... just goes to show you they have lowered the bar:-) 

From: Wong, ElNyn [mail to: Elwyn vJong@standardandpoors.com] 
Sent: Thursday, December 21, 2006 9:47 PM 
To: Neer, Brian (FID) 
Subject: Well done' 

Congrat s' You stud . 

Sent from my BlackBerry Wireless Handheld 

-----Original Message-----
From: Neer, Brian (FID) <Brian.Neer@morganstanley.com> 
To: Wong, Elwyn <Elwyn Wong@standardandpoors.com> 
ee: Garzia, Justin (FID) <Justin.Garzia@morganstanley.com> ; Lepsoe, Kevin (FI D) 
<Kevin .Lepsoe@morganstanley.com> 
Sent: Wed Dec 13 01 :15:30 2006 
Subject: ePDO 

Elwyn, 

It was great to see you last week. We'll have to do that more often. 

We've developed an interesting variation on ePDO in c redit that we think makes sense. 
I've asked Kevin Lepsoe to give you a cal l about this . He is based in HK so will have to 
be in the morning. I hope you will give him some time. 
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Thanks, 

Brian 

This is not an offer (or solicitation of an offer) to buy/sell the securities/instruments 
mentioned or an official confirmation. Morgan Stanley may deal as principal in or own or 
act as market maker for securities/instruments mentioned or may advise the issuers. This 
is not research and is not from MS Research but it may refer to a research 
analyst/research report. Unless indicated, these views are the author's and may differ 
from those of Morgan Stanley research or others in the Firm. We do not represent this is 
accurate or complete and we may not update this. Past performance is not indicative of 
future returns. For additional information, research reports and important disclosures, 
contact me or see https://secure.ms.com/servlet/cls. You should not use e-mail to 
request, authorize or effect the purchase or sale of any security or instrument, to send 
transfer instructions, or to effect any other transactions. We cannot guarantee that any 
such requests received via e-mail will be processed in a timely manner. This 
communication is solely for the addressee(s) and may contain confidential information. We 
do not waive confidentiality by mistransmission. Contact me if you do not wish to receive 
these communications. In the UK, this communication is directed in the UK to those 
persons who are market counterpart_ies or intermediate cllstomers (as defined in the UK 
Financial Services Authority's rules). 

The information contained in this message is intended only for the recipient, and may be a 
confidential attorney-client communication or may otherwise be privileged and confidential 
and protected from disclosure. If the reader of this message is not the intended 
recipient, or an employee or agent responsible for delivering this rrressage to the intended 
recipient, please be aware that any dissemination or copying of thj.s communication is 
strictly prohibited. If you have received this communication in error, please immediately 
notify us by replying to the message and deleting it from your computer. The McGraw-Hill 
Companies, Inc. reserves the right, subject to applicalJle local law, to monitor and review 
the content of any electronic message or information sent to or from McGraw-Hill employee 
e-mail addresses without informing the sender or recipient of the message. 

This is not an offer (or solicitation of an offer) to buy/sell the securities/instruments 
mentioned or an official confirmation. Morgan Stanley may deal as principal in or own or 
act as market maker for securities/instruments mentioned or may advise the issuers. This 
is not research and is not from MS Research but it may refer to a research 
analyst/research report. Unless indicated, these views are the author's and may differ 
from those of Morgan Stanley research or others in the Firm. We do not represent this is 
accurate or complete and we may not update this. Past performance is not indicative of 
future returns. For additional information, research reports and important disclosures, 
contact me or see https://secure.ms.com/servlet/cls. Y:)u should not use e-mail to 
request, authorize or effect the purchase or sale of any security or instrument, to send 
transfer instructions, or to effect any other transactions. We cannot guarantee that any 
such requests received via e-mail will be processed in a timely manner. This 
communication is solely for the addressee(s) and may contain confidential information. We 
do not waive confidentiality by mistransmission. Contact me if you do not wish to receive 
these communications. In the UK, this communication is directed in the UK to those 
persons who are market counterparties or interrrrediate customers (as defined in the UK 
Financial Services Authority's rules). 
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From: 
Sent: 
To: 
Subject: 

Ghetti, Belinda {Belinda_ Ghetti@standardandpoors.com] 
Monday, March 12,20077:02 PM 
Jones, Graham (FID) 
RE: Levered Supersenior 

Ye s e valuator 3.2 is the correct version. Howeve r , t here arc additional stresses based on 
concentration in the pool. Will chat in the next few days . I am working on another one 
today so I will write down what we are doing f or t h is one so t hat I can send it to you 
t.omorrovJ or so. 

-----Ori910al Message-----
From: Jones, Graham (FlO) [mailto:Graham.Jones@morgans tanley.com] 
Sen t: Monday, March 12, 2 007 2:57 PM 
To: Ghetti, Belinda 
Sub j ec t: Levered SupersenioI 

Belinda 

At:ta c heel is the ind enture from STACK 200G-l , which is t he eleal that 'iVe can focus on for 
the levered Supersenior ana l ysis. We wo uld be looki ng t .o put thi s together wi thout any 
loss triggers but with market value triggers (possibly looking at the underly i ng a ssets as 
these are more observable). The intent is to get the levered port ion rated AAA. Right 
now I have the Evaluator 3 .2, is this the correct one to us e ? 

Thanks 

Gr aham J ones - Vice President 

Morg o.n Sta nley I Fixe d Income 

1585 Broadway I Floor 02 

New York, NY 1003 6 

Phone: +1 21 2 761 -2061 

Fa x: +1 212 5 07-4891 

Graham .Jones@morgans t a n l ey.com 

'l'his is not an offer (or sol ici t ation of an offerl to buy/sell the securities/ins t ruments 
mentioned or an official confirmation. Horgan Stanley may deal as principal in or own or 
act as market maker for s ecuritiesiinstruments mentionec. or may advise the issuers. This 
is not research and is not from MS Research bu t it ma y r e f er to a research 
analyst/research report . Unless indicated, these views are the author's a nd may differ 
from those of l10rqan Stanle y research or others in the Firm. We do not represent: this is 
a c c u rat.e or complete and we may not update this. Past performance is n -::.t indicative of 
fut u re returns . E'o r a dditional information, research reports and important disclosures, 
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contact me or see https://secure.ms.com/servlet/cls. You should not use e-mail to 
request, authorize or effect the purchase or sale of any security or instrument, to send 
transfer instructions, or to effect any other transactions. We cannot guarantee that any 
such requests received via e-mail will be processed ina timely manner. This 
communication is solely for the addressee(s) and may contain confidential info.rmation. We 
do not waive confidentiality by mistransmission. Contact me if you do not wish to receive 
these cormnunications. In the UK, this cormnunication is directed in the UK to those 
persons who are market counterparties or intermediate customers (as defined in the UK 
Financial Services Authority's rules). 

The information contained in this message is intended only for the recipient, and may be a 
confidential attorney-client communication or may otherwise be privileged and confidential 
and protected from disclosure. If the reader of this message is not the intended 
recipient, or an employee or agent responsible for delivering this message to the intended 
recipient, please be aware that any dissemination or copying of this communication is 
strictly prohibited. If you have received this communication in error, please immediately 
notify us by replying to the message and deleting it from your computer. The McGraw-Hill 
Companies, Inc. reserves the right, subject to applicable local law, to monitor and review 
the content of any electronic mess~ge or information sent to or from McGraw-Hill employee 
e-mail addresses without informing the sender or recipient of the messa9E'. 
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From: Jones, Graham (FlO) [Graham.Jones@morganstanley.com] 

Sent: Tuesday, March 20, 2007 12:28 AM 

To: Ghetti, Belinda 

Subject: RE: Levered Supersenior 

Belinda 

We never did touch base last Friday. When would be a good tome to do the call to discuss levered superseniors, 
specifically for the worst case portfolio on STACK 2006-1 ? 

Thanks 
Graham Jones - Vice President 
Morgan Stanley I Fixed Income 
1585 Broadway I Floor 02 
New York. NY 10036 
Phone: +1212761-2061 
Fax: +1212507-4891 
Q@bflm Jones@moraanstanley com 

From: Jones, Graham (FID) 
Sent: Thursday, March 15, 20077:32 PM 
To: Ghetti, Belinda 
Subject: RE: Levered Supersenior 

OK, I am round all day tomorrow so lets discuss then. 

Graham Jones - Vice President 
Morgan Stanley I Fixed Income 
1585 Broadway I Floor 02 
New York, NY 10036 
Phone: +1212761-2061 
Fax: +1 212507-4891 
Qrn Og,rn • .J.().nes,@morganstanlell..com 

From: Ghetti, Belinda [mailto:Belinda_Ghetti@standardandpoors.com] 
Sent: Thursday, March 15, 2007 6:57 PM 
To: Jones, Graham (FID) 
Subject: RE: Levered Supersenior 

I am working on another deal right now for a while. Can we do tomorrow. Everybody wants to 
do LevSS, I have looked at others, results do not look to good with COO buckets and big sub 
prime mezz tranches. 

-----Original Message-----
From: Jones, Graham (FID) [mailto:Graham.Jones@morganstanley.com] 
Sent: Thursday, March 15, 2007 6:52 PM 
To: Ghetti, Belinda 
Subject: RE: Levered Supersenior 

Belinda 

I guess that we did not manage to touch base this afternoon. I am around for a little while this evening and 
I will be available tomorrow. I would like to address the Supersenior structuring so that we can take a 
closer look at this. 
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Also. I spoke to Jim Halprin and got what I was looking for. 

Thanks 
Graham Jones - Vice President 
Morgan Stanley I Fixed Income 
1585 Broadway I Floor 02 
New York, NY 10036 
Phone: +1 212761-2061 
Fax: +1 212507-4891 
Graham.Jones@morganstanley.com 

From: Ghetti, Belinda [mailto:Belinda_Ghetti@standardandpoors.com] 
Sent: Tuesday, March 13, 20078:21 PM 
To: Jones, Graham (FID) 
Subject: RE: Levered Supersenior 

Graham 
started looking at the indenture. I think I can construct worst case portfolio; however, the issue is spread assumptions and volatility due to 
loday's environment. 

Availability for a chat seems to be around Thursday afternoon. How does that sound? 

For MV CDO of ABS here is your contact james halprin@slandardandpoors.com 212-438-5048 

-----Original Message-----
From: Jones, Graham (FID) [mailto:GrahamJones@morganstanley.com] 
Sent: Monday, March 12, 20072:57 PM 
To: Ghetti, Belinda 
Subject: Levered Supersenior 

Belinda 

Attached is the indenture from STACK 2006-1, which is the deal that we can focus on for the 
levered Supersenior analysis. We would be looking to put this together without any loss triggers but 
with market value triggers (possibly looking at the underlying assets as these are more observable). 
The intent is to get the levered portion rated AAA. Right now I have the Evaluator 3.2, is this the 
correct one to use? 

Thanks 
Graham Jones - Vice President 
Morgan Stanley I Fixed Income 
1585 Broadway I Floor 02 
New York, NY 10036 
Phone: +1 212 761-2061 
Fax: +1 212507-4891 
Graham.Jones@morganslanley·com 

This is not an offer (or solicitation of an offer) to lJuy/sell the securities/instruments mentioned or an official confirmation. 
~lorgan Stanle'! may deal as principal in or own or act as market maker for securities/instruments mentioned or may advise 
the issuers. This is not research and is not from r~s Research but it may refer to a research analyst/research report. Unless 
indicated. these views are the author's and may differ from tllOse of Morgan Stanley researcn or others in the Finn. We do 
not represent this is accurate or complete and we may not update this. Past performance is not indicative of fl!ture returns. 
For additional information, research reports and important disclosures, contact me or see https://secure.ms.com/servlet/cls. 
You should not use e-mail to request, authorize or effect the purchase or sale of any security or instrument, to send transfer 
instructions, or to effect any otner transactions. We cannot guarantee that any such requests received via e-mail will be 
processed in a timely manner. This communication is solel"i for the addressee(s) and rn,w contain confidential information. 
We do not 'Naive confidentiality by mistrallsmission. Contact me if you do not wish to receive these communications. In the 
UK, this communication is directed in the UK to those persons wno are market counterparties or intermediate customers (as 
defined in the UK Financial Services Authority's !"llles]. 

The information contained in this message is intended only for the recipient, and may be a confidential attorney-
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client communication or may otherwise be privileged and confidential and protected from disclosure. If the reader 
of this message is not the intended recipient, or an employee or agent responsible for delivering this message to 
the intended recipient, please be aware that any dissemination or copying of this communication is strictly 
prohibited. If you have received this communication in error, please immediately notify us by replying to the 
message and deleting it from your computer. The McGraw-Hili Companies, Inc. reserves the right, subject to 
applicable local law, to monitor and review the content of any electronic message or information sent to or from 
McGraw-Hili employee e-mail addresses without informing the sender or recipient of the message. 

lhis is not an offel' (or solicitation of an offer) to blly/sell the securities/instruments mentioned or all official confirmation. Morgan 
Stanley may deal as principal in or own or act as market maker for securities/instruments mentioned or may ad'!ise the issuers. This 
is 110t research and is not from MS Research but it may refer to a research analyst/research report. Unl.,ss indicated, tllese views are 
the author's and may differ from those of Morgan Stanley research or othel's in the Firm. We do not represent this is accurate or 
complet", and we may not update this. Past performance is not indicative of future returns. For additional information, research 
reports and important disclosures, contact me or see https:/Isecure.ms,com/servletlcls. You should not use e-mail to request, 
authorize or effect the purchase or sale of any security or instrument, to send transfer instructions, or to effect any other 
transactions. We cannot guarantee that any such requests received via e-mail will be processed in a timely manner. Tilis 
communic"tion is solely for the addressee(s) and may contain confidential information. We do not waive confidentiality by 
rnistransmission. Contact me if you do not wish to receive these communications. In the UK, this communication is directed in the 
UK to those persons who are market counterparties or intermediate cListomers (as defined in the UK Financial S",rvices Authority's 
rules). 

This is not an offer (or solicitation of an offer) to buy/sell the securities/instruments mentioned or an official confirmation. ~Iorgan Stanley 
may deal as principal in or own or act as market maker for securities/instruments mentioned or may advise the issuers. 11lis is not research 
and is not from ~lS Research but it may refer to a research analyst/research report. Unless indicated, these views are the author's and may 
differ from Ihose of Morgarl Stanley research or others in the Firm. We do not represent this is accurate or complete and we may not update 
this. Past performance is 1101 indicative of future retul'lls. For additional information, research reports and important disclosures, o:ontact me 
or see https://secure.ms.com/servlet/cls. You should not use e-mail to request, authorize or effect the purchase or sale of any security or 
instrument, to send transfer instructions, or to effect any other transactions. We cannot guarantee that any such requests received via e-mail 
will be processed in a timely manner. This communication is solely for the addressee(s) and may contain confidential information. We do not 
waive conficlentiality by mi5transmission. Contact me if you do not wish to receive these communications. In the UK, this communication is 
directed in the UK to those persons who are market counterparties or intermediate customers (as defined in the UK FinallcialServices 
AuthorityCs ru les). 
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From: 
Sent: 
To: 
Subject: 

Cr<l h ,lm, 

Sieler, Julien [Julien.Sieler@moodys.comj 
Tuesday, March 20, 20072:52 PM 
Jones, Graham (FID) 
Spread parameters 

I want. a lso to KarE you that we arE: in the process of refining ou r parameters f or 
mez z :lnille ratinq categories . It ma y have an impact on your dea l . 

If you have any s pre ad data you can send to help us in this process, please let us know. 

Thank you 
,Juli e n 

The information contained in this e-wail message, dnd dllY attac hment thereto, is 
conf idential and may not be disclosed without our express permi ssion. It you are not the 
intended recipient or an employee or agent responsible for delivering this message to the 
intended recipient, you are hereby notified that you have received this message in error 
and that any review, dissemination, distribution or copying of this message, or any 
attachment thereto, in whole or in pal't, is strictly prohibited. If you have received this 
message in error, p l ease immediately notify us by telephone, f ax or e - mail and delete the 
mess age and all of its attacrunents. Thank you. Every effort i s made t o keep our network 
fre-e from viruses. Y::>u shoul d, howe-vel', review this e - ma.il message, as well as an,! 
attachment thereto, for viruses. \'Ie take no responsibility and have no li a bility for any 
computer virus V\'hich may be transferred via this e-mail messaqe. 
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From: 
Sent: 
To: 
Cc: 

Subject: 

Jon and Eric 

Jones. Graham (FlO) [Graham.Jones@morganstanley.com] 
Thursday. March 22,200710:50 PM 
Jon Polansky (Moodys); Eric Kolchinsky (Moodys) 
Teresa Wyszomierski (Moodys); Xie, Michael (Moodys); Kolt, Geoffrey (FlO); Blumberg, 
Philip (FlO) 
Additional STACK .2006-1 Supersenior trade 

I am not sure which of you covers this request so I am just sparoming the 
two of you. t~e have an add .:' tional trade to layoff t te Supersenior risk 
of the STACK 20 0 6 1 coo . This one will be a CDS which replicated the 
terms o f the Supersenior swap. I t will not be funded and will not be a 
CLN. However the investor for this second t r ade would like to have a 
Aili'l rati.ng . I t is up to us to de ter.min e whether we should r ate the CDS 
or r a te the Supersenior of STACI{ 2006- 1 Supersen ior itse lf, even though 
it has already closed. Please let us know what you think would be most 
efficient , whether we should rate the u nderlyinq or t he CDS itself. The 
op t ions l oo k t o b e : 

* 
* 

Shadow L'aLe the SSR o[ STACK 2006-1 
Publicly rate the SSR of STACK 2006-1 
Rate just the cns 

I am really looking to do whatever is most expeditious, cost-effective 
and likely to have the least issues associated. 

Thanks 

Graham Jones - Vice President 

Morgan Stanley I Fixed Income 

1585 Broadway I Floor 02 

Ne w York, NY 10036 

Phone: +1 212 761 -2061 

Fax: +1 212 507-4 8 91 

Graham.Jones @morganstanley . com 
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Robbins Geller 
Rudman & Dowd LLP 

Jason C. Davis 
JDavis@rgrdlaw.col11 

Atlanta 
Boca Raton 

Melville 
New York 

November 11,2011 

Philadelphia 
San Diego 

San Francisco 
Washington, DC 

VIA E-MAIL AND OVERNIGHT MAIL 

James P. Rouhandeh, Esq. 
DA VIS POLK & WARDWELL LLP 
450 Lexington Avenue 
New York, NY 10017 

Re: China Development Industrial Bank v. Morgan Stanley & Co. Inc., et al. 
No. 650957/2010 (N.Y. Sup. Ct.) 

Dear Jim: 

Enclosed please find a production of documents that are responsive to Morgan Stanley'S 
document requests in the above-referenced matter. These documents bear identification numbers 
ranging from CDIB _ 00000001 to CDIB _ 0000003128 and are designated "Confidential" under the 
terms of the Confidentiality Order. 

This production is part of a rolling production in response to Morgan Stanley'S document 
requests, and is subject to all ofCDIB's objections. The documents are responsive to Morgan Stanley'S 
requests for documents that identify "custodians," but we would like to meet and confer with you to 
make sure you agree. The documents also contain an investment policy, as requested. They include 
various transaction documents regarding the STACK CDO. They include some e-mails between 
Morgan Stanley and CDIB, and we will be producing more of these documents. 

We would like to call your attention to the fact that Brian Neer does appear to have been 
running the Hong Kong office that helped sell the STACK CDO to CDIB. See Ex. A; Ex. B. It appears 
as though he worked with Helena Chen, who was involved in selling the STACK CDO to CDIB. Ex. C. 

JCD:mm 
Enclosure 

Regards, 

d:;:v~ 
cc: Daniel Schwartz, Esq. (EncI. to follow by mail) 

Nicholas N. George, Esq. (EncI. to follow by mail) 
Maureen Mueller, Esq. 

665612 1 

One Montgomery Street Suite 1800 San Francisco, CA 94104 Tel 415 288 4545 Fax 415 288 4534 rgrdlaw.com 
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Helena CHEN 

Morgan Stanley Hong Kong 
phone: 852 2848 5969 
toll-free number(Taiwan): 00801855254 
cell: 852 6505 39581 886 926 242 357 
fax: 852 2848 5089 1 852 3407 5585 
helena.chen@morganstanley.com. 

From: Neer, Brian (FID) 
Sent: Thursday, August 02,200711:57 AM 
To: 'francesliu@cdibank.com ' 
Cc: Lim, JUDY (FID); Chen, Helena (FID); Lu, Lydia (FID); May, Philip (LEGAL); Warren, David (AD) 
Subject: Shell ECP 

Frances, 

I am responsible for the Structured Credit department at Morgan Stanley in Asia. I have been forwarded 
several e-maiisfromyouconcerningarecentSheIlECPtransaction.CDIB is an important client of 
Morgan Stanley and we take your business and your concerns very seriously. I am personally looking 
through all documents, e-mails, information and indications related to your transaction. We would like to 
schedule a call this week to discuss the transaction, your concerns, and next steps. We will need a bit of 
time to prepare for this. 

In the meanwhile, if you are interested in selling your position we stand ready to show a market bid. 

Thanks very much, 

Brian 

This is lIot an offl..'f (or 'Inlkil:lti()J1 nfan offer) to huy.'o;clllhl? :,t.:curitic!',iillsh'U1l1Cllb !l1enti()Hcd llf an n 1)'\<.' 1,11 cnnflfmatiotL :vtorgal1 Stanky may d<;';~l it:; pdl1cipal in or 
OWI1 or <IC-! il~; mark~l makt;~r for sl'curi[i~·~;.'jll~l'rllnh.·nls IHL'lHinncd or m:lV aJ\'ise the i::istH~I~. This i!, liot n~s(';lrch :md i<; not iI-om MS Rl..'SCilfCh but it ma\' rdi:r tt) a 

rcsc<lrch fln'l!~·:;;t/n:sL':lr(h t\~p(lrt. \:llk~::;s illdiuu'::lL Ihese \·il~\\'S :lft:" [h~' ;uthor'" and mny differ fl'om \ho~.:: of'Mnrgan Stmlley I\:scan::h or Nlh.'fS ill the hrlll. \V,) do 
nol repr~;-,r:m this is aCl'lmne or complete and "\ve may l101 \lpd.1h.' rhis. Past p~rfonnancc is not indicative of future retm1l5. For addilh1nal infomwtion., research rcport~ 
and important disclo<;llrcs, contact me or see- h.~l~~g!f..~-,m~"fS!m0..~Jyk.Vf.!.§. You should not use e-mail to request, authorjze or etTect the purchase or sale of any 
security or instrument, to send transfer instructions, or to efl'ect any other transflctions. We cannot guarnntee that any such requests received via e-mail will be 
processed in a timely manner. This communication is solely tor the addrcssce(s) and may. contain confidential infonnation. \Vc do not waive confidentiality by 

CONFIDENTIAL 



mistransmission. Contact me if you do not wish to receive these communications. In the UK, lhis communication is directed ill the UK to those persons who are 
market counterparties or intennedinte customers (as dctined in the UK Financial Services Authority's rules). 
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From: 

To: 

CC: 

Sent: 

Subject: 

:'frfl* 
~~ 
;,'i/CD 
B@CD 
B;~1& 
~/CD 
B@CD 
B;**:* 
1=/CD 
B@CD 

B 
~u_ 

Jlj(/CD 
B@CD 
B; Jt~ J'!F­
);t/CD 
B@.CD 

B 
3/13/20 
08 
6:32:54 

AM 

~*: 
Note 
for Can 
call 

today 

Hi.~~/ 1r~(¥;ft{F~1ltRRMSj\lHt~ 7C~~con call rg '~fl;)('fr~[i'ij~~1it~5l'J ~;Jlfrr~inJl. . r r~iJfB{4i!l:~ft ';lit ~ 
i~Emily 
Hi, Helena 

Thanks [or ammging the conference call. 

Please kindly help me to clarify if i have any misunderstanding about the discussion today. The two major factors 
effective the latest mtm price are " MBS downgraded" (shown as in the last mail you provided to us) and "market 
liquidation evnets ". More liquidation of ABS CDO could make asset price deteriorate flllther in the future. There 
were 3 CDO liquidated in the couple months ago. One of them is Carina, whose collaterals are sold at $ 15~$19, and 
the super senior tranch value was around 25~31,32. There will be 2 or 3 ABS CDO deal to be liquidated in the next 
week. With that, there could be more market reference for MTM. The mtm price from Morgan Stanley is based on 
the combination ofIndex price change (ex, ABX and CMBX relatively) and MS' intemalmodcl. But Morgan 
Stanley cannot release its internal model to CDIE and other customers. From Morgan Stanley's internal unofficial 
mtm price 6 month ago, Stack 2006-1 Super Senior tranch price had already been around high-twenty and low 
thirty. In the asset pool, th bonds price were around l5~ 16. The CMBS market is deterioraing and MS expected the 
market condition will be significantly worse, though there is no real default happened so far or will be seen in the 
near future. Our earlier vintage advantage does not exist since the market is deteriorating cross all the vintage. 
Morgan Stanley will provide CDIB the bond-by-bond of the collateral of Stack 2006-1 dated when the margin 
requested.Tf i missed any key points yon mentioned in the conference, please kindly add-in, or cOITect me if any 
misunderstanding. Once we have the information you provided, i believe our senior canl1lake the decision at first 

time. Thanks and regards,Elllily 
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-.

. ~ .. .. 
." 

"Chen, Helena \(FID\)" 
<Helena.Chen@morgansla 
nley.com> 

2007/04/13 J:Lf 08:20 

1&# A <francesliu@cdibank.com> 

mu*tJ;~ "Lu, Lydia \(FID\)" <Lydia.Lu@morganstanley.com> 

iilU**~ 
.:t.~ CDIB- Final Execution Copy 

L:;:,:~U.;1:;:L.:Li:'~;:::.;;.~:,;~~1~i~!l1:':~::;'~~=::;IE:t~"~Z~:~~';:~~~';::·~:JS~:~::~~.:~2,::":;3t~~~I;:j~t}:d~,:;~,;,~~I.::'..J:'LI1Jj 

Hi, Frances, 

Good morning 
Here you go. The final copy with revised effective date. Please sent 
the signed copies to us so that we can signed back for you. 

Cheers. 

Helena CHEN 

Morgan Stanley Hong Kong 
phone : 852 2848 5969 
toll-free number (Taiwan) ; 0080 1855 254 
cell : 852 6505 3958 / 886 926 242 357 
fax; 852 2848 5089 / 852 3407 5585 
helena.chen@morganstanley.com 

This is not an offer (or solicitation of an offer) to buy/sell the 
securities/instruments mentioned or an official confirmation. Morgan 
Stanley may deal as principal in or own or act as market maker for 
securities/instruments mentioned or may advise the issuers. This is not 
research and is not from MS Research but it may refer to a research 
analyst/research report. Unless indicated, these views are the author's 
and may differ from those of Morgan Stanley research or others in the Firm. 
We do not represent this is accurate or complete and we may not update 
this. Past performance is not indicative of future returns. For 
additional information, research reports and important disclosures, contact 
me or see https://secure.ms.com/servlet/cls. You should not use e-mail to 
request, authorize or effect the purchase or sale of any security or 
instrument, to send transfer instructions, or to effect any other 
transactions. We cannot guarantee that any such requests received via 
e-mail will be processed in a timely manner. This communication is solely 
for the addressee(s) and may contain confidential information. We do not 
waive confidentiality by mistransmission. Contact me if you do not wish to 
receive these communications. In the UK, this communication is directed in 
the UK to those persons who are market counterparties or intermediate 
customers (as defined in the UK Financial Services Authority's rules). 

~ 'm 
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Attention: 
Fax: 
Date: 
To: 
From: 

Morgan Stanley & Co. International Limited 

Transaction 

Operations Dept I Ms. Rozanna Mao 
(866) 2 2746-6055 
AprillO,2007 

Execution Copy 

China Development Industrial Bank acting through its Offshore Banking Unit 
Morgan Stanley & Co. International Limited 

Re: _Credit Derivative Transaction - Ref. No. NUDHY .... __ .. _ .. __ .. ____ .... _ ..................... ," {i;d~t';d~I."-J------·-J 

This Confil'lnation "mend .• llnd restates in its ('nnl'ety "Dr previous Contil'mntioD delh'eced in 
respect of tht> Transaction. 

Dear Sir or Madmn, .......... _ .... _ ....................................... _ .............. _ .................................. ' / 

The purpose of this letter agreement (this "Confirmation") is to confirm the terms and 
conditions of the Credit Derivative Transaction entered into between us 011 the Trade Date 
specified below (the "Transaction"). This Confirmation constitutes a "Confirmation" as 
referred to in the ISDA Master Agreement specified below. 

lbis Confirmation relates to multiple Reference Obligations (as defined below) and references a 
series of separate notional credit default swap transactions (each such notional credit default 
swap transaction, a "Transaction") with respect to each Reference Obligation set fOrtil in (i) 
Annex A (in the case ofCDO Reference Obligations) attached hereto, (ii) A1mex B (in the case 
of CMBS Reference Obligations) attached hereto and (iii) Annex C (in the case of RMBS 
Reference Obligations) attached hereto (each such Annex, an "Applicable Annex"), Each 
Applicable Annex shall be amended from time to time to the extent that the annex bearing the 
same letter designation under the Supersenior Swap is amended. The amendment of an 
Applicable Annex hereunder shall be effected by the Calculation Agent substituting a revised 
Applicable Annex, and the amendment thereof shaH be deemed to be effective as of the time that 
the relateil annex nuder the Supersenior Swap is amended, regardless of the time that the 
substitution of the Applicable Annex is effected herenuder by the Calculation Agent. No amount 
will be paid pursuant to any Applicable Annex and all amOlmts calculated under each Applicable 
Annex shall be used solely as a measurement to calculate any payments due under Part I hereof. 
Each provision, defined term and heading herein shall be construed to apply and operate 
severally v.ith respect to each Transaction and eacll Reference Obligation identified herein and 
not to tbe Transactions as a group. Amounts payable under eacb Transaction shall be netted 
against amounts payable under any other Transaction to the extent permitted wlder the 
Agreement. 

The de.fmitions and provisions contained in the 2003 ISDA Credit Derivatives Detinitions as 
supplemented by tbe May 2003 Supplement to the 2003 ISDA Credit Derivatives Definitions, as 
published by the International Swaps and Derivatives Association, Inc. (together, the "Credit 

,i l>eIeted: Sirs 



Derivatives Definitions"), are incorporated into this Confirmation. In the event of any 
inconsistency between the Credit Derivatives Definitions and this Contirmatioll, this 
Confirmation will govern. 

References in this ConflflDation to the "Reference Obligations" with respect to any Transaction 
shall be to Ule terms of the Reterence Obligation relating to such Transaction set out in the 
Applicable Annex hereto as amended from time to time unless otherwise specifled below. 

Capitalized ternlS llSed herein but not otherwise defined in this Confirmation or the Credit 
Derivatives Definitions, including without limitation the term "Issuer," have the respective 
meanings assigned 10 them in the IndenUlre, dated as of July 27, 2006 (Ule "STACK 
Indenture"), among STACK 2006-1 Ltd., STACK 2006-1 Corp. and Investors Bank & Trust 
Company,. as indenture trustee. All references to the STACK Indenture and any terms defined 
therein refer to the STACK Indenture as in effect on July 27, 2006, and liS amended from lime to 
time, but only to the extent Buyer (as defined in Part I hereof) has consented in writing to any 
such amendments. 

Any terols used herein but not otherwise defined in this COlifirmation, the Credit Derivatives 
Definitions or the STACK Indenture have the meanings assigned to them in the 2000 ISDA 
Definitions as published by the International Swaps and Derivatives Association, Inc. ("2000 
ISDA Definitions"). In the event of an inconsistency between tlle 2000 Definitions and the 
Credit Derivatives Delinitions, the Credit Derivatives Definitions will govern. In the event of 
any inconsistency between the 2000 Definitions and this Confinnation, this Confmnation will 
govem. 

The references herein to the "Supersenior Swap" !lIe to the snper senior swap agreement, dated 
July 27, 2006, between the Issuer and Morgan Stanley Capital Services Inc., ("MSCS") as 
amended from time to time. 

This Confirmation supplements, forms a part of, and is subject to, the ISDA Master Agreement, 
dated as of December 20, 2006, as amended and supplemented from time to time (the 
"Agreement"); between you and us. All provisiol)s contained in the Agreement govern this 
Confinnation except as expressly modified below. 
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PART I 

The tenus of the Transaction to which this Confirmation relates ate as follows: 

1. General Terms: 

Trade Date: 

Effective Date: 

Scheduled Termination Date: 

Tenuination Date: 

Indenture Payment Date: 

Buyer: 

Seller: 

Calculation Agent: 

Calculation Agent City: 

Business Day: 

Business Day Convention: 

March 23, 2007 

April!J.. ~QQ~ _______ . _______________________ ,' 

August 10, 2046. 

The date on which the Supersenior Swap temrinaks 
pursuant to its terms. 

The parties agree that Section 1.7 of the Credit 
Derivatives Definitions shall not apply to this 
Transaction. 

Payment Date, as defined in the STACK Indenture. 

Morgan Stanley & Co. International Limited 

China Development Industrial Bank acting through its 
Offshore Banking Unit 

Buyer. 

New York 

As defined in the STACK Indenture. 

Following (which, subject Lo Sections 1.4 and 1.6 of the 
Credit Derivative Defmitions and except as otherwise 
expressly provided, shall apply to auy date referred to in 
this ConfIrmation that falls on a day that is not a 
Business Day). 
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Reference Entity: 

Reference Obligation: 

Relevant Percentage: 

2. Fixed Pa}'ments: 

Fixed Rate Amount 

Fixed Rate Payer: 

Fixed Rate Payer Payment 
AmOlUlt: 

Fixed Rate Payer Payment 
Dates: 

Fixed Rate: 

Fixed Rate Payer Day Count 
Fraction: 

3. FJoating Payments: 

Floating Amount I 

Floating Rate I Payer: 

Floating Rate I Payer Payment 
Amount: 

Floating Rate I Payer Payment 
Dates: 

Used Supersenior Swap Fee 
Rate: 

With respect to a Reference Obligation, the "Reference 
Entity" specified for such Reference Obligation as 
specified on the Applicable Annex. 

Each of the "Reference Obligations" set forth on the 
Applicable Annex from time to time in accordance with 
the provisions of tills Confirmation and Ille STACK 
Indenture. 

84.6154% 

Buyer 

An amount equal to (i) the Average Available 
Supersenior Swap Amount multiplied by (ii) the Fixed 
Rate multiplied by (iii) the Fixed Rate Payer Day Count 
Fraction multiplied by (iv) the Relevant Percentage. 

Each Payment Date. 

0.52% 

Actua1/360. 

Buyer. 

An amount equal to (i) the Average Used Supersenior 
Swap Amount multiplied by (ii) (x) the Used 
Supersenior Swap Fee Rate multiplied by (iii) the 
Floating Rate I Payer Day Count Fractiou multiplied by 
(iv) the Relevant Percentage. 

Each Payment Date. 

Three-Month LmOR (as defined in the STACK 
Indenture) for the Floating Rate I Payer Calculation 
Period ending on Ihe relevant Floating Rate I Payer 
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Floating Rate I Payer 
Calculation Period: 

Floating Rate I Payer Day 
Count Fraction: 

Compounding: 

Floating Amount II: 

Floating Rate II Payer: 

Floating Rate II Payer 
Payment Amount: 

Floating Rate II Payer 
Payment Date: 

Floating Amount III 

Floating Rate III Payer: 

Floating Rate III Payer 
Payment Amount: 

Payment Date plus (y) 0.67%. 

The Periodic Interest Accrual Period. 

ActuaI/360. 

Inapplicable. 

Buyer. 

With respect to each Business Dayan which the Used 
Supersenior Swap Amount is greater than zero, Buyer 
shall pay Seller on the related Floating Rate II Payer 
Payment Date !Ul amount equal to (i) the Floating Rate 1I 
Payer Payment Amount (as defined in the Supersenior 
Swap) received by MSCS from the Issuer on such 
Business Day pursuant to the Supersenior Swap, or 
deemed to be received by MSCS from the Issuer in 
accordance with the netting provisions of the 
Supersenior Swap and the STACK Indenture, multiplied 
Qy (ii) tbe Relevant Percentage. 

TIle Business Day following the day on which the 
Floating Rate II Payer Payment Amount (as defined in 
the Supersenior Swap) is paid by the Issuer to MSCS, or 
is deemed to be paid by the Issuer to MSCS in 
accordance with the netting proviSiOns of the 
Supersenior Swap and the STACK Indenture. 

Seller. 

(A) If a Floating Amount Event has occurred under (and 
as defined in) the Applicable Annex, the lesser of (i) (a) . 
the related Floating Amount under (and as defined in) 
the Applicable Annex minus any amount available under 
Clause (A) or Clause (B), as applicable, under the CDS 
Payment Priority set forth in the STACK Iudenture 
("CDS Payment Available Amounts") multiplied by 
(b) the Relevant Percentage and (ii) the Cash Se~lement 
Ceiling Amonnt; 

(B) if a Credit Event has occurred under (and as defined 
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Floating Rate III Payer 
Payment Date: 

Floating Amount IV 

Floating Rate IV Payer: 

Floating Rate IV Payer 
Payment Amount: 

Floating Rate IV Payer 
Payment Date: 

4. Settlement Terms: 

Settlement Method: 

Cash Settlement Amount: 

Tenns Relating to Cash 
Settlement Payments: 

Cash Settlement Date: 

in) the. Applicable Annex and tbe related Physical 
Settlement Payment shall have become payable, the 
lesser of (i) (a) such Physical Settlement Payment minus 
any CDS Payment Available Amounts specified in 
Clause (A) of the definition of CDS Payment Priority 
multiplied by (b) the Relevant Percentage and (ii) the 
Cash Settlement Ceiling Amount; and 

(C) if a "Transaction" under (and as defmed in) the 
Applicable Annex shall have been terminated on an 
"Early Termination Date" under (and as defined in) such 
Applicable Annex. in accordance with the termS thereof, 
the lesser of (i) (n) the related CDS Issuer Termination 
Payment minus any CDS Payment Available Amounts 
specified in Clause (A) of the definition of CDS 
Payment Priority multiplied by (h) the Relevant 
Percentage and (ii) the Cash Settlement Ceiling Amount. 

Any Business Day on which a Floating Amount III will 
be calculated and payable under the Applicable Annex. 

Seller. 

The lesser of (i) any Senior Interest Shortfall multiplied 
~ the Relevant Percentage and (ii) the Cash Settlement 
Ceiling Amounl 

Any Indenture Payment Date. 

Cush Settlement. 

Floating Rate III Payer Payment Amouut and Floating 
Rate IV Payer Payment Amount, as applicable. 

No payments shaU be made by Seller to Buyer except to 
the extent such Cash Settlement AnlOunt is greater than 
zero. 

With respect to any Floating Rate III Payer Payment 
Amount, the Cash Settlement Date is any date specified 
in the Applicable Annex as the dale for the payment of 
Floating Amounts, Physical Settlement Payment or 
Issuer Tennination Payment thereunder. With respect to 
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any Floating Rate III Payer Amount. Buyer will notifY 
Seller of the Cash Settlement Amount by facsimile or 
electronic mail (confirmed by telepll0ne) not later ilian 
I :00 p.m. (New York time) one (1) Business Day prior 
to the date upon which ilie related Floating Amount, 
Physical Settlement Payment or Issuer Termination 
Payment (as applicable) is required to be paid, which 
shall be the day on which the Issuer is required to pay 
the same to tbe CDS Counterparty pursuant to the 
related CDS Asset. Notwithstanding ilie foregoing, if 
Buyer fails to provide timely notice in accordance with 
the preceding sentence, the Cash Settlement Date will be 
one (1) Business Day following ilie date on which such 
notice is provided, if such notice is provided a t or before 
1 :00 p.m (New Y ork time), or two (2) Business Days 
following the date such notice is provided, if such notice 
is provided later ilian 1:00 p.m. (New York time). 

With respect to any Floating Rate IV Payer Amount, the 
Cash SettIeluent Date is the Indenture Payment Date as 
of which the related Senior Interest Shortfall arises. 
With respect to any Floating Rate IV Paya Payment 
Amount, Buyer will notifY Seller of the Cash Settlement 
Amount by facsimile or electronic mail (confirmed by 
telephone) not later than I :00 p.m. (New York time) two 
(2) Business Days prior to the Indenture Payment Date 
upon which such Cash Settlement Amount is required to 
be paid.) Notwithstanding the foregoing, if Buyer fails 
to provide timely notice in accordance with the 
preceding sentence, the Cash Settlement Date will be 
two (2) Business Days following the date OD which such 
Dotice is provided, if such notice is provided at or before 
1:00 p.m (New York time), or three (3) Business Days 
following the date such notice is provided, if such notice 
is provided later ilian 1:00 p.m. (New York time). 

If Seller is notified that a. Floating Rate IV Payer 
Payment Amount must be paid hereunder, Seller will be 
required to pay the Cash Settlement Amount by wire 
transfer of immediately available funds to Buyer by 
10:00 a.m. (New York time) two (2) Business Days 
therea frer. 

The parties agree that Section 7.2 of the Credit 
Derivatives Definitions shall not apply to this 
Transaction. 
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5. 

Settlement Currency: 

Cash Settlement Ceiling 
Amount: 

Additional Pro\isions 

USD. 

With respect to any date, in the case of (i) a CDS Interest 
Payment, (ii) a CDS L{)ss Payment, (iii) an Issuer 
Tennination Payment (other than a Subordinated Issuer 
Termination Payment), the Available Supersenior Swap 
Amount as of such date multiplied by the Relevant 
Percentage. 

No Floating Rate Payer Payment Amount will be paid 
hereunder in respect of any Subordinated Issuer 
Termination Payment. 

With respect to any date, in the case of a Senior Interest 
Shortfall, (i) the lesser of (x) the Available Supersenior 
Swap Amount as of such date and (y) the Available 
Synthetic Notional Proceeds Amount as of such date 
(before giving effect to the Synthetic Applications 
Sequence) multiplied by (ii) in either case, the Relevant 
Percentage. 

Additional Agreements 

(a) The parties agree that the Calculation Agent 
may, in consultation with. the parties, at any time and 
upon giving prior written notice to the parties and each 
Ra1ing Agency, amend lhis Confirmation to correct any 
manifest error, ambiguity or inconsistency contained in 
the infonnation set forth herein. 

(b) All determinations and calculations made by the 
Calculation Agent shaD be made in good faith and in a 
commercially reasonable manner. 

(c) SeIler l1ereby acknowledges and agrees that 
Buyer is Dot acting hereunder as a tiduciary for, or as an 
advisor to, Seller. 

(d) In addition to the Calculation Agent's duties 
described in Section 1.14 of the Credit Derivatives 
Definitions (as modified by the Agreement), the 
Calculation Agent shall make any calculations and 
determinations to be made in connection with the 
Agreement explicitly delegated to the Calculation Agent. 
For the avoidance of doubt, notwithstanding anything to 
the contrary contained in the Agreement or in 
Section 1.14 of the Credit Derivatives Definitions (as 
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6. Additional Termination 
Event: 

modified by the Agreement), in any instance in which a 
determination or a calculation is to be made, or 
judgment or discretion is to be exercised by the 
Calculation Agent, unless explicitly specified otherwise 
in the Agreement, the Calculation Agent shall make such 
detennillation or calculation or exercise such judgment 
or discretion in accordance with the procedures set forth 
in the Schedule to the ISDA Master Agreement. 

(e) The parties agree that Section 2.31 of the Credit 
Derivatives Definitions shall not apply to this 
Transaction. 

(f) 111e Calculation Agent may use data obtained 
from INTEX for purposes of perfonning its duties 
hereunder, but it may not rely upon any calculations 
made by INTEX. 

(g) If any payment is made hereunder prior to the 
end of the calculation period to which such payment 
relates and in the interim period between the payment 
date and the end of the related calculation period any 
event occurs that would have atfected such payment, 
such event will be taken into account in connection with 
the calculation of the related payment tor the next 
following calculation period (to the extent that such 
affected payment has not been paid or returned to the 
party that paidsuch payment prior to such calculation). 

(11) The parties agree that if all Early Tennination 
Date is designated in respect of this transaction, the 
Settlement AmouJ\! will be zero and the Buyer's 
obligations to pay Fixed Amounts, Floating Amounts I 
and Floating Amounts II sllall snrvive termination of this 
Transaction, to the extent that the related obligations 
survive termination of the Supersenior .Swap, until all 
such amounts are paid in full. 

The following event will constitute an Additional 
Tennination Event, with Buyer as the Affected Party 
(and, for the avoidance of doubt, the following event 
shall not constitute an Event of Default under (and as 
defined in) the Agreement): 

For so long as ex) the Applicable Percentage is greater 
than 66 2/3% and (y) 110 Event of Defuult or Potential 
Even! of Default (as defined in the Agreement) has 

9 



occurred and is continuing as to which SeUer is the sole 
Defaulting Party, Buyer consents, directs, waives, vote 
or takes any such other similar action in its capacity as 
the Supersenior Swap Counterparty or Controlling Class 
under the Indenture the effect of which is to amend the 
Supersenior Swap without the prior written consent of 
Seller, except in any such case to the extent the result of 
such action is an amendment of the Indenture or the 
Supersenior Swap, as applicable, of a solely 
awninistrative nature. 

7. Notice and Account Details: 

All Notices to be given pursuant to and ill connection with the Transaction shall he copied 
to the Calculation Agent as specified in the Schedule. 

Telephone, Telex andlor Facsimile Numbers and Contact Details for Notices: 

Seller: 

Buyer: 

China Development Industrial Bank Offshore Banking Unit 
125 Nal\iing East Road, Section 5 
Taipei 10504, Taiwan Republic of China 
Attention: Operations Dept J Ms. Rozanna Mao 
Facsimile: (866) 22746·6055 
Telephone: 866) 2 2763-8800 ext. 1619 
Email: rozannamao@cdibunk.com 

with a copy to: 

Attention; Operations Dept J Mr. Calvin Lee 
Facsimile: (866) 2 2746-6055 
Telephone: 866) 2 2763·8800 ext. 2495 

Account Details 

Financial Instimtion: Citibank, New York 
SWIFT: CITIUS33 
Account No.: 36158862 

Morgan Stanley & Co. International Limited 
Fixed Income Division I Transaction Management Group 
25 Cabot Square, Canary Wharf 
London El4 4QA 
England 
Attention: Chief Legal Officer 
Facsimile: +1 2125074622 
Telephone: +44 20 7425 8000 
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with a copy to: 

Morgan Stanley Capital Services Inc. 
1585 Broadway 
New York, NY 10036 
Geoffrey Kott 
Facsimile: 718.233.2160 
Telephone: 212.761.3140 

with a copy to: 

Erik Siegel 
Facsimile: 212.507.5110 
Telephone: 212.761.2074 

with a copy 10: 

with respect to novations: 

credit.assi!!"nments. us@morganstanley.com 
credit.assignmenls.eu@morganstanley.com 
Attention: ChiefLegaI Officer 
Facsimile: 212.507.4622 

with respect to payment issues: 

spgderivta@morganstaoJey.com 
otcbankrec@morganstanley.com 

Account Details 

Financial Institution: Citibank, New York 
ABA No.: 021 000089 
Account No.: 30421519 
Account Name: Morgan Stanley & Co. International 
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Please confirm that the foregoing correctly sets forth the tenns of our agreement by executing 
this Confinnation and returning it to us. 

Confinned as of the date 
first above written: 

Yours faithfully, 

MORGAN STANLEY & CO. INTERNATIONAL 
LIMITED* 

By: ~ ____ ~ ____________ __ 

Name: 
Title: 

CffiNA DEVELOPMENT INDUSTRlAL BANK acting through its OFFSHORE BANKING 
UNIT 

By: ~ __________________ __ 

Name: 
Title: 

.. With respect to Buyer, its charges may comprise commissions as notified to Seller from 
time to time andlor mark-up or made-down. Buyer may share charges with its Affiliates or other 
third parties or receive remtUleration from them in respect of transactions carried out with or for 
Seller or Buyer may be acting on both sides of the transaction. Buyer or its Affiliates may pass 
on part of its or their charges to a third party as a reward for introducing Seller's business to 
Buyer or them. Details of any such arrangements will be made available to SeDer upon written 
request. Time of execution by Buyer is available on request 

________________________________ ~J~ ______________________ . __________ ~/ 

------.------------
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Sl1\TE STrrnET~ 

Draw Notice 

To: Morgan Stanley Capital Services Inc. 

This Draw Notice e.ervesss notice n .. .,"'rn." .... Dated 

(the SwapCounterparty"), a Floating Amount III is due from to the 
Issuer in the amount of $4,859,314.81. This Floating AmountEvent in the amount of 
$4,859,314.81 occurred with respect to ACABS 2006-1A Bll and CMLTI2005-HE4 M9 of which 
the Credit Event N¢ti¢$s are attacnad hereto. 

Pursuant to the weDS Payment Priority" (as defined in the Indenture) (first) as of September 16, 
2008. the Principal Collection Amount available to pay the Floating Amount III is $0;. (second) as 
of September 16, 2008. the amounts on deposit in the CDS Reserve Account together With CDS 
Reserve Investments available to pay the FloatiligAmount III are $0; and (thlrd) as of AUQ.29. 
2008. the amolJnts on deposit in the Class I Reserve Account together with Class I Reserve 
Investments available to pay the FfoatingAmount III is $0. Please pay this Floating Am¢l,.Int iii 
by Septamber19, 2008, which is the date that the paymantto the CDS Counterparty(Morgan 
Stanley Capital Services Inc) Is due pursuant to the Credit Event Notice attached hereto. 

The Available Supersenior Swap Amount immediately prior to this Draw is $292;414.097AO. 

On September 19th 2008 please wire $4;859,314.81 to: 

ABA 
Bank Name 
Account Number 
Account Name 
Ref: 

011000028 
State Street Bank 

Stack 2006-1 
Sllpersenior Draw 

Please contact Joe! Cough at 617·937-6269 with any questions. 

Regards, 

State street Bank & Trust Company 

As Trustee to the Issuer 



Morgan Stanley 

Credit Event Notice and Notice of Publicly Available Information 

12 September 2008 

To: STACK 2006-1 ,LTD 
Attn: Jeffrey Chubb 
Fax: 16173510534 
Email: jhchubb@statestreet.com 
Email: Kevin.Reggio@statestreet.com 

From: Morgan Stanley Capital Services Inc. 
Tel for Institutional Clients: 212-761-2996 
Tel for Dealers: 410-534-1820 

Notice Ref: 7791 Version: 2 

Re: Credit Derivative Transaction between Morgan Stanley Capital Services Inc., as Buyer, 
and f,SlW~~j~~~OS6~~~~itlJ)} as Seller, with a trade date of 30 May 2006 and an effective 
date'~f'27'r~ly 2606"r;:;f~;:encing Bloomberg ID ACABS 2006-1 A B 1 L; CUSIP 00082WAEO; 
MS reference number NW4XZ. 

Dear Sir or Madam: 

Reference is made to the Credit Derivative Transaction described above. Capitalized terms used 
herein but not defined shall have the meanings given to them in the confirmation of such 
Transaction. 

This letter is our Credit Event Notice to you that af:~I~lt~$~~aU~~WDcil~~~§i'~c&CE~~!if~:wteHftJ:$%l£iii\ 
has occurred with respect to Bloomberg ID ACAB~r2'006-1A"81r(CUslp'o068'2WAEi5)onor 
about 12 March 2008, when the certificates had a Moody's Long Term rating of "C". 

This letter also comprises our Notice of Publicly Available Information with respect to such Credit 
Event. Accordingly, we provide the Publicly Available Information attached hereto. 

Nothing in this letter shall be construed as a waiver of any rights we may have with respect to 
the Transaction. 

If you have any questions in respect of this Credit Event Notice and Notice of Publicly Available 
Information, please contact 212-762-5050 or SPG_Events_US@morganstanley.com. 

Sincerely, 

~~~9;?r:i~~§t~nl~jjd~pii~!;~;~r\(ices;.jpc: 

;iE{;¥~:~r,!~H(:~:~~[·' 
Title: Vice President 
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12 September 2008 

To: STACK 2006-1 ,LTD 
Attn: Jeffrey Chubb 
Fax: 16173510534 

Notice of Physical Settlement 

Email: jhchubb@statestreet.com 
Email: Kevin.Reggio@statestreet.com 

From: Morgan Stanley Capital Services Inc. 
Tel for Institutional Clients: 212-761-2996 
Tel for Dealers: 410-534-1820 

Re: Credit Derivative Transaction between Morgan Stanley Capital Services Inc., as Buyer, 
and STACK 2006-1 ,LTD, as Seller, with a trade date of 30 May 2006 and an effective 
date of 27 July 2006 referencing Bloomberg 10 ACABS 2006-1 A B 1 L; CUSIP 00082WAEO; 
MS reference number NW4XZ. 

Dear Sir or Madam: 

Reference is made to the Credit Derivative Transaction described above (the "Transaction"). 
Reference is also made to the Credit Event Notice and Notice of Publicly Available Information 
dated 12 September 2008, previously delivered to you on 12 September 2008. 

This letter constitutes a Notice of Physical Settlement. Any capitalized term not otherwise defined 
in this letter will have the meaning, if any, assigned to such term in the confirmation of the 
Transaction or, if no meaning is specified therein, in the 20031SDA Credit Derivative Definitions. 

We hereby confirm that we will settle the Transaction, or a portion of the Transaction, and require 
performance by you in the accordance with the Physical Settlement Method. Subject to the terms 
of the Transaction, we will deliver to you on 19 September 2008, the Physical Settlement Date, 
an aggregate original face amount of USD 1,438,314.81 (an aggregate current face amount of 
USD 
1,438,314.81, the Exercise Amount, of the following Deliverable Obligation: 

Bloomberg 10 CUSIP Maturity Date 
ACABS 2006-1A B1L 00082WAEO 10 June 2041 

Exercise Percentage: 100.00 % 

If you have any questions in respect of this Notice of Physical Settlement, please contact 
212-762-5050 or SPG_Events_US@morganstanley.com 

Sincerely, 

~~Y,~~Fi~hN~ef· 
Title: Vice 'President 
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Morgan Stanley 

Credit Event Notice and Notice of Publicly Available Information 

12 September 2008 

To: STACK 2006-1 ,LTD 
Attn: Jeffrey Chubb 
Fax: 16173510534 
Email: jhchubb@statestreet.com 
Email: Kevin.Reggio@statestreet.com 

From: Morgan Stanley Capital Services Inc. 
Tel for Institutional Clients: 212-761-2996 
Tel for Dealers: 410-534-1820 

Notice Ref: 7790 Version: 3 

Re: CreditDeriv~tiveTransaction between Morgan Stanley Capital Services Inc., as Buyer, 
and(~II~~~gg'l~}II~~as Seller, with a trade date of 22 March 2006 and an effective 
date of 27 July 2006 referencing Bloomberg 10 CMLTI 2005-HE4 M9; CUSIP 17307G068; 
MS reference number NT06V. 

Dear Sir or Madam: 

Reference is made to the Credit Derivative Transaction described above. Capitalized terms used 
herein but not defined shall have the meanings given to them in the confirmation of such 
Transaction. 

This letter is our Credit Event Notice to you that a'i!fIt§,tfl~~~§,1~~ff~~iqQ§E~~~'Q'9'f:iti~[~fe,~I#,;~\j.~~'i 
has occurred with respect to Bloomberg 10 CMLTI 2005-HE4 M9 (CUSIP 17307G068) on or 
about 21 April 2008, when the certificates had a Moody's Long Term rating of "Caa2". 

This letter also comprises our Notice of Publicly Available Information with respect to such Credit 
Event. Accordingly, we provide the Publicly Available Information attached hereto. 

Nothing in this letter shall be construed as a waiver of any rights we may have with respect to 
the Transaction. 

If you have any questions in respect of this Credit Event Notice and Notice of Publicly Available 
Information, please contact 212-762-5050 or SPG_Events_US@morganstanley.com. 

Sincerely, 

··MotQ~~~§1~nJ~y;·<::~pj!~I)$E?iViq~~It1.¢:·. 
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12 September 2008 

To: STACK 2006-1 ,LTD 
Attn: Jeffrey Chubb 
Fax: 16173510534 

Notice of Physical Settlement 

Email: jhchubb@statestreet.com 
Email: Kevin.Reggio@statestreet.com 

From: Morgan Stanley Capital Services Inc. 
Tel for Institutional Clients: 212-761-2996 
Tel for Dealers: 410-534-1820 

Re: Credit Deri~Cltiyepansaction between Morgan Stanley Capital Services Inc., as Buyer, 
and!~!f~'&~~i~I6?~lliJj§f~as Seller, with a trade date of 22 March 2006 and an effective 
date'~;:;t2'7J~Yy2006';~f;;rEmcing Bloomberg 10 CMLTI2005-HE4 M9; CUSIP 17307G068; 
MS reference number NTD6V. 

Dear Sir or Madam: 

Reference is made to the Credit Derivative Transaction described above (the "Transaction"). 
Reference is also made to the Credit Event Notice and Notice of Publicly Available Information 
dated 12 September 2008, previously delivered to you on 12 September 2008. 

This letter constitutes a Notice of Physical Settlement. Any capitalized term not otherwise defined 
in this letter will have the meaning, if any, assigned to such term in the confirmation of the 
Transaction or, if no meaning is specified therein, in the 2003 ISDA Credit Derivative Definitions. 

We hereby confirm that we will settle the Transaction, or a portion of the Transaction, and require 
performance by you in the accordance with the Physical Settlement Method. Subject to the terms 
of the Transaction, we will deliver to you on 19 September 2008, the Physical Settlement Date, 
an aggregate original face amount of USD 3,421,000.00 (an aggregate current face amount of 
USD 
3,421,000.00, the Exercise Amount, of the following Deliverable Obligation: 

Bloomberg 10 CUSIP Maturity Date 
CMLTI2005-HE4 M9 17307G068 25 October 2035 

Exercise Percentage: 68.42 % 

If you have any questions in respect of this Notice of Physical Settlement, please contact 
212-762-5050 or SPG_Events_US@morganstanley.com 

Sincerely, 
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by MBIA II. Accordingly, the peculiar knowledge doctrine cannot support the 

lower court's decision to impose a disclosure obligation on Morgan Stanley. 

POINT III 

CDIB FAILED TO PLEAD 
SCIENTER SUFFICIENTLY 

The complaint should also be dismissed for the independent reason that 

CDIB has failed to allege scienter with the specificity required by CPLR 

30 16(b). "A fraud claim is not actionable without evidence that the 

misrepresentations were made with the intent to deceive." Friedman v. 

Anderson, 23 A.D.3d 163, 167 (1st Dep't 2005); accord Handel v. Bruder, 209 

A.D.2d 282,282-83 (1st Dep't 1994). To allege scienter adequately, a 

complaint must "set forth specific and detailed factual allegations that the 

defendant personally participated in, or had knowledge of any alleged fraud." 

Handel, 209 A.D.2d at 282-83. CDIB presents two contradictory theories of 

scienter, which--either together or standing alone-fail to satisfy CPLR 

3016(b).15 

15 The complaint presented a third theory in conclusory fashion-that Morgan Stanley 
might have been "betting" against lower tranches of certain CDOs other than STACK 2006-1 
while "betting" on supersenior positions similar to the COIB Swap. (R. 52-53 ~~ 72-76.) 
This theory, however, affirmatively undermines COIB's allegations of scienter because it 
suggests that Morgan Stanley believed that investments like the COIB Swap were safe, 
which is why Morgan Stanley was increasing its exposure to such investments. The lower 
court rightly disregarded this theory. . 
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CDIB 's first theory of scienter is that Morgan Stanley had the motive arid 

opportunity to transfer the risk of anticipated losses from the Supersenior Swap 

to CDIB in April 2007 when Morgan Stanley allegedly "recognized that the 

wheels were coming off U.S. residential real estate mortgage bonds .... " (R. 

31 ,-r 10.) This theory, however, is entirely conclusory and unsupported: CDIB 

does not identify a single fact that Morgan Stanley allegedly learned in early 

2007 that would cause Morgan Stanley to transfer the risk of holding the 

Supersenior Swap from its books. Instead, CDIB supports this theory only by 

asserting that CDIB ultimately lost money on the CDIB Swap. Such fraud-by­

hindsight allegations are insufficient as a matter of law. Sears v. First Pioneer 

Farm Credit, ACA, 46 A.D.3d 1282, 1285 (3d Dep't 2007). 

In the absence of specific facts about Morgan Stanley's knowledge, 

CDIB's complaint focuses mainly upon other transactions, including a 

complaint filed against Goldman Sachs that has literally nothing to do with 

Morgan Stanley or STACK 2006-1. Likewise, CDm relies heavily upon 

newspaper articles that do not concern STACK 2006-1 or the CDIB Swap, and 

instead concern only alleged investigations of "Wall Street" that have reached 

no conclusions. These allegations are of course insufficient as a matter of law 

to establish scienter. See, e.g., Freidus v. ING Groep N.V., 736 F. Supp. 2d 
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516, 832 (S.D.N. Y. 2010) (holding that allegations "concem[ing] the market 

generally, other securities, or the actions of other institutions" are insufficient to 

state a claim); accord Eurycleia Partners, 12 N.Y.3d at 560. 

CDIB's second theory of scienter is equally meritless: that Morgan 

Stanley structured STACK 2006-1 in July 2006 using faulty models because it 

knew the CDO's collateral portfolio contained assets that were riskier than 

represented. (See R. 22.) This theory presupposes that Morgan Stanley acted 

against its own economic self-interest in structuring the STACK 2006-1 CDO. 

If it were true that Morgan Stanley knew the credit ratings were flawed and the 

collateral was degraded, then Morgan Stanley knew that the CDO's collateral 

assets were excessively risky when Morgan Stanley itself first entered into the 

Supersenior Swap in July 2006, exposing itself to up to $325 million in 

potential loss payments on those very same assets. The CDIB Swap did not 

occur until April 2007; Morgan Stanley itself bore that risk for approximately 

nine months. 

CDIB's second theory of scienter thus presumes that Morgan Stanley 

acted in an economically irrational way. Far from giving rise to a reasonable 

inference of scienter, see Eurycleia Partners, 12 N.Y.3d at 559, CDIB's 

irrational allegations refute any such inference. See, e.g., Ashland Inc. v. 
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Morgan Stanley & Co., 700 F. Supp. 2d 453, 469 (S.D.N.Y. 2010) (holding that 

no "inference, let alone a strong inference, of scienter" exists where defendant 

allegedly "purchas[ ed] billions of dollars ... of [auction rate securities] in order 

to induce [plaintiff] into an already illiquid auction market [which] would leave 

[defendant] in an illiquid position"). 

POINT IV 

CDIB CANNOT SEEK RESCISSION 
BECAUSE CDIB RATIFIED THE CONTRACT 

One of the remedies CDIB seeks-rescission of the CDIB Swap (see R . 

. 75 ~ E)-is unavailable as a matter of law. In May 2009, CDIB and Morgan 

Stanley agreed to amend the CDIB Swap to afford CDIB certain additional 

rights. (See R. 566-71.) Each party also "agree[ d] that, except as specifically 

amended herein, the [CDIB] Swap Agreement is and shall be in full force and 

effect." (Id. § 3(a).) This express ratification bars CDIB from now seeking 

rescission. It is well established that "an action for rescission is barred by [a 

party's] ratification of the agreement." Colyer v. Colyer, 26 A.D.3d 303,304 

(Ist Dep't 2006). 

The court below failed to follow this well-established law, 

"disagree[ing]" that plaintiff had waived its right to seek rescission for two 
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Jason C. Davis  
JDavis@rgrdlaw.com 

August 2, 2012 

VIA E-MAIL 

James P. Rouhandeh, Esq. 
Daniel J. Schwartz, Esq. 
Davis Polk & Wardwell LLP 
450 Lexington Avenue 
New York, NY  10017 

Re: China Development Industrial Bank v. Morgan Stanley & Co., Inc., et al. 
Supreme Court of the State of New York, County of New York,  
Index No.: 650957/2010 

Dear Counsel: 

I write to confirm that during the July 30, 2012 discovery conference the Court’s law clerk, 
Mr. Jay Wilker, gave CDIB permission to file a motion to compel Morgan Stanley’s compliance with 
the Court’s February 27, 2007, discovery order and to compel Morgan Stanley to produce documents in 
response to CDIB’s second document requests.   

We appreciate your acknowledgment during the conference that two more of Morgan Stanley’s 
custodians in this case, Messrs. Shapiro and Telesca, did, in fact, work in Mr. Hubler’s group.  You 
have previously confirmed that Mr. Naggar worked in Mr. Hubler’s group and reported to Mr. Hubler.   

Separately, at about midnight on the day of the conference, Morgan Stanley requested 
permission to file a motion to compel the production of documents from CDIB, but we have not 
completed the meet and confer process on Morgan Stanley’s issues; CDIB is, in fact, willing to provide 
Morgan Stanley many (perhaps most) of the items it wants.  We are hoping to have another production 
to you next week and are working hard to get more documents to you in response to the issues you have 
raised.  CDIB has expended substantial time and money to satisfy many of Morgan Stanley’s additional 
demands.  We would like avoid burdening the Court with issues about which there is little or no 
dispute. 

Also, please let us know when Morgan Stanley can make an attorney available to attend 
non-party depositions this month.  Based on Jim’s strong reaction to one non-party deposition at the 
conference, we assume that such depositions will require his attendance.  Accordingly, please provide 
dates when it will be convenient for Jim to attend Mr. Kaplan’s deposition. 



 
James P. Rouhandeh, Esq. 
August 2, 2012 
Page 2 
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We look forward to speaking with you.  We have some availability tomorrow and Monday.  
Please let us know what times are convenient for you.  

Regards, 

 

JASON C. DAVIS 
JCD:mm 




