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Adding the Latest Observations to Figures 1A and 1B ...

Corporate Bond Spread and Government Debt

Aaa — Treasury Spread
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Same Story If We Exclude Fed Holdings
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Corporate Bond Spread and Government Debt
without Fed Holdings

Aaa — Treasury Spread
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Non-Fed Debt/GDP

Corporate Bond Spread and Government Debt
without Fed Holdings
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Adding the Latest Observations to Figures 2A and 2B

Money and Government Debt Money and Government Debt
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Excluding Fed Holdings Doesn’t Resolve the Structural Shift

Money and Government Debt without Fed

Holdings
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Are all Treasury Securities “Money” ?

TIPS as a % of Total Treasury Securities Outstanding The US Treasury Securities Market ($Bil)
Percent

11 2011 Q2
Amount Outstanding 9528
10 Holdings, by Sector:
Foreign 4438
’ Federal Reserve 1620
Insurance / Pension 1092
) Household 650
- S&L Government 484
Mutual Funds / ETF's 369
6 Money Market Funds 342
Commercial Banks 261
? Dealers 62

04 05 06 07 08 09 10 11
All Other 210
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Foreign Investors Play an Important Role in the Treasury Market
Foreign Ownership Share of Outstanding Treasuries Ownership of Treasuries, by Maturity
Percent Billions of Dollars
60 2000 m Domestic Owned

1800 M Foreign Private Owned

50 m Foreign Official Owned
1600

40 1400

1200

30 1000

800
20

600

10 400

200

0

60 63 66 69 72 75 78 81 84 87 90 93 96 99 02 05 08 11 Sl 0o S 0w L0s v



Morganstanl_ey MORGAN STANLEY RESEARCH

November 2011

Taking a Look at Debt Management on a Consolidated Basis

Average Maturity of All Marketable Treasury Average Maturity of Privately-Held Treasury Debt

Debt Outstanding and the Fed’s Holdings
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Disclosure section

Important Disclosures on Subject Companies
The information and opinions in this report were prepared by Morgan Stanley & Co. Incorporated and/or one or more of its affiliates (collectively, “Morgan
Stanley”) and the research analyst(s) named on page one of this report.
Morgan Stanley policy prohibits research analysts from investing in securities/instruments in their MSCI sub industry. Analysts may nevertheless own such
securities/instruments to the extent acquired under a prior policy or in a merger, fund distribution or other involuntary acquisition.
Morgan Stanley is involved in many businesses that may relate to companies or instruments mentioned in this report. These businesses include market
making, providing liquidity and specialized trading, risk arbitrage and other proprietary trading, fund management, investment services and investment
banking. Morgan Stanley trades as principal in the securities/instruments (or related derivatives) that are the subject of this report. Morgan Stanley may
have a position in the debt of the Company or instruments discussed in this report.

Other Important Disclosures
The securities/instruments discussed in this report may not be suitable for all investors. This report has been prepared and issued by Morgan Stanley
primarily for distribution to market professionals and institutional investor clients. Recipients who are not market professionals or institutional investor clients
of Morgan Stanley should seek independent financial advice prior to making any investment decision based on this report or for any necessary explanation
of its contents. This report does not provide individually tailored investment advice. It has been prepared without regard to the individual financial
circumstances and objectives of persons who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and
strategies, and encourages investors to seek the advice of a financial advisor. The appropriateness of a particular investment or strategy will depend on an
investor’s individual circumstances and objectives. You should consider this report as only a single factor in making an investment decision.
Morgan Stanley fixed income research analysts, including those principally responsible for the preparation of this research report, receive compensation
based upon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital
markets profitability or revenues), client feedback and competitive factors. Analysts’ compensation is not linked to investment banking or capital markets
transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.
This report is not an offer to buy or sell any security/instrument or to participate in any trading strategy. In addition to any holdings disclosed in the section
entitled “Important Disclosures on Subject Companies,” Morgan Stanley and/or its employees not involved in the preparation of this report may have
investments in securities/instruments or derivatives of securities/instruments of companies mentioned in this report, and may trade them in ways different
from those discussed in this report. Derivatives may be issued by Morgan Stanley or associated persons.
Morgan Stanley makes every effort to use reliable, comprehensive information, but we make no representation that it is accurate or complete. We have no
obligation to tell you when opinions or information in this report change.
With the exception of information regarding Morgan Stanley, reports prepared by Morgan Stanley research personnel are based on public information. Facts
and views presented in this report have not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business
areas, including investment banking personnel.
The value of and income from investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates,
securities/instruments prices, market indexes, operational or financial conditions of companies or other factors. There may be time limitations on the
exercise of options or other rights in securities/instruments transactions. Past performance is not necessarily a guide to future performance. Estimates of
future performance are based on assumptions that may not be realized.
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