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History repeating itself? Incumbents losing market share to lower cost, efficient MTFs

NYSE market share has declined 80% 2004 to ~35% Q309 European experience is accelerated as ~15% market share loss

experienced by incumbents in 2009 — same end result?
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Dark pools overstated? We believe that broker crossing systems account for as little

as 1.25% of European share trading

OTC trades: In UK reported to a TDM BCS: 1.25% of European share trading
(e.g. BOAT). No pan-European turnover |
reporting standard. Key focus in

MIFID 2

On-exchange reported: Some firms
report their off order book business
to the exchanges. Something that

should be considered when looking

at market share numbers
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Despite changes in tariffs and client tierings, the cost of trading as a proportion of
value traded has not materially changed for users of the LSE since 2006

Whilst larger users have benefitted from client tiering, volume discounts and other incentives, the overall cost

of trading has largely tracked value traded
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Lower Execution costs offered by MTFs — positive for the users, further progress to be made on
execution costs to normalise to MTF levels, and on post trade costs which remain elevated in Europe

MTF pricing is ~1/10% the level charged by the exchanges Applying the MTF price structure to European trading would imply equity

execution revenues for LSE/BME/DB1 combined at €40m for 2009
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We see little evidence that the fragmentation of liquidity has led to increased spreads

2009 has seen spreads decline across European markets, supported by tighter tick size schedules (led by the

MTFs), Chi-x shows similar spreads to the primary exchanges
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Increasing market confidence in the liquidity provided by the MTFs evidenced in SETS
outage 11 Nov 2009, unlike previous outage which saw market trading cease

LSE outage Nov 9t 2009 saw volumes traded on the MTFs whilst the SETS Order book remained closed

Execution rate, 2009-11-09
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Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval is conducted by the same person
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For a discussion, if applicable, of the valuation methods and the risks related to any price targets, please refer to the latest relevant published research on these stocks.

Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the individual financial
circumstances and objectives of persons who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages
investors to seek the advice of a financial adviser. The appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives. The
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securities/instruments or derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan Stanley Research. Employees of
Morgan Stanley not involved in the preparation of Morgan Stanley Research may have investments in securities/instruments or derivatives of securities/instruments of companies
mentioned and may trade them in ways different from those discussed in Morgan Stanley Research. Derivatives may be issued by Morgan Stanley or associated persons

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

Morgan Stanley Research personnel conduct site visits from time to time but are prohibited from accepting payment or reimbursement by the company of travel expenses for such
visits.

The value of and income from your 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. If provided, and
unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject company's securities/instruments.

Morgan Stanley may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

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