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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

Form 10-Q

p QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the quarter ended March 31, 2014

or

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission File Number 1-1204

HESS CORPORATION

(Exact Name of Registrant as Specified in Its Charter)
DELAWARE
(State or Other Jurisdiction of Incorporation or Organization)

13-4921002
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(L.LR.S. Employer Identification Number)
1185 AVENUE OF THE AMERICAS, NEW YORK, N.Y.

(Address of Principal Executive Offices)

10036
(Zip Code)
(Registrant s Telephone Number, Including Area Code is (212) 997-8500)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yesp No”~

Indicate by check mark whether the registrant has submitted electronically and posted on its Corporate web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yesp No~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer , accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large Accelerated Filer p Accelerated Filer ~ Non-Accelerated Filer ~ Smaller Reporting Company ~
(Do not check if a smaller reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes™ Nop

At March 31, 2014, there were 314,208,324 shares of Common Stock outstanding.
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PART I FINANCIAL INFORMATION

Item 1. Financial Statements.
HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES

CONSOLIDATED BALANCE SHEET (UNAUDITED)

ASSETS
CURRENT ASSETS
Cash and cash equivalents
Accounts receivable
Trade
Other
Inventories
Assets held for sale
Other current assets

Total current assets
INVESTMENTS IN AFFILIATES

PROPERTY, PLANT AND EQUIPMENT
Total at cost
Less: Reserves for depreciation, depletion, amortization and lease impairment

Property, plant and equipment net

GOODWILL
DEFERRED INCOME TAXES
OTHER ASSETS

TOTAL ASSETS

LIABILITIES AND EQUITY
CURRENT LIABILITIES
Accounts payable
Accrued liabilities
Taxes payable
Liabilities associated with assets held for sale
Short-term debt and current maturities of long-term debt

Total current liabilities

LONG-TERM DEBT
DEFERRED INCOME TAXES

Table of Contents

March 31,
2014

December 31,

2013
(In millions,

except share amounts)

$ 1,288

2,808
417
1,055
366
1,114

7,048

485

47,057
17,891

29,166

1,984
2,207
534

$ 41,424

$ 2,067
3,001

578

193

142

5,981

5,434
2,469

$

1,814

3,093
432
954

1,097

1,209

8,599

687

45,950
17,179

28,771

1,869
2,319
509

42,754

2,109
3,265
520
286
378

6,558

5,420
2,292
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ASSET RETIREMENT OBLIGATIONS

OTHER LIABILITIES AND DEFERRED CREDITS

Total liabilities

EQUITY

Hess Corporation stockholders equity

Common stock, par value $1.00

Authorized 600,000,000 shares

Issued 314,208,324 shares at March 31, 2014;
325,314,177 shares at December 31, 2013

Capital in excess of par value

Retained earnings

Accumulated other comprehensive income (loss)

Total Hess Corporation stockholders equity
Noncontrolling interests

Total equity

TOTAL LIABILITIES AND EQUITY

2,198
1,100

17,182

314

3,413

20,693
(276)

24,144
98

24,242

$ 41,424 $

See accompanying notes to consolidated financial statements.
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2,249
1,451

17,970

325

3,498

21,235
(338)

24,720
64

24,784

42,754
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PART I FINANCIAL INFORMATION (CONT D.)

HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES

STATEMENT OF CONSOLIDATED INCOME (UNAUDITED)

REVENUES AND NON-OPERATING INCOME
Sales and other operating revenues

Gains on asset sales, net

Other, net

Total revenues and non-operating income

COSTS AND EXPENSES

Cost of products sold (excluding items shown separately below)
Operating costs and expenses

Production and severance taxes

Marketing expenses

Exploration expenses, including dry holes and lease impairment
General and administrative expenses

Interest expense

Depreciation, depletion and amortization

Total costs and expenses

INCOME FROM CONTINUING OPERATIONS BEFORE INCOME TAXES
Provision for income taxes

INCOME FROM CONTINUING OPERATIONS
INCOME FROM DISCONTINUED OPERATIONS, NET OF INCOME TAXES

NET INCOME
Less: Net income (loss) attributable to noncontrolling interests

NET INCOME ATTRIBUTABLE TO HESS CORPORATION

NET INCOME ATTRIBUTABLE TO HESS CORPORATION PER SHARE
BASIC:

Continuing operations

Discontinued operations

NET INCOME PER SHARE

DILUTED:
Continuing operations
Discontinued operations

Table of Contents

Three Months Ended March 31,

2014

2013

(In millions, except per share amounts)

$

5,554
10
(58)

5,506

2,922
466
62
293
119
153
81
752

4,848

658
248

410
11

421
35

386

1.17
0.04

1.21

1.16
0.04

$

6,106
688
(34)

6,760

3,054
585
130
225
219
158
106
689

5,166

1,594
451

1,143
130

1,273
3)

1,276

3.38
0.38

3.76

3.34
0.38
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NET INCOME PER SHARE $ 120 § 3.72

WEIGHTED AVERAGE NUMBER OF COMMON SHARES

OUTSTANDING (DILUTED) 322.6 342.6

COMMON STOCK DIVIDENDS PER SHARE $ 025 $ 0.10
See accompanying notes to consolidated financial statements.
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PART I FINANCIAL INFORMATION (CONT D.)

HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES

STATEMENT OF CONSOLIDATED COMPREHENSIVE INCOME (UNAUDITED)

Three Months Ended
March 31,
2014 2013
(In millions)
NET INCOME $ 421 $ 1,273
OTHER COMPREHENSIVE INCOME (LOSS):
Derivatives designated as cash flow hedges
Effect of hedge (gains) losses reclassified to income ) 4
Income taxes on effect of hedge (gains) losses reclassified to income 2 2)
Net effect of hedge (gains) losses reclassified to income 3) 2
Change in fair value of cash flow hedges 14 18
Income taxes on change in fair value of cash flow hedges 5) @)
Net change in fair value of cash flow hedges 9 11
Change in derivatives designated as cash flow hedges, after taxes 6 13
Pension and other postretirement plans
Reduction of unrecognized actuarial losses 245
Income taxes on actuarial changes in plan liabilities (89)
Reduction of unrecognized actuarial losses, net 156
Amortization of net actuarial losses 8 22
Income taxes on amortization of net actuarial losses 3) ®)
Net effect of amortization of net actuarial losses 5 14
Change in pension and other postretirement plans, after taxes 5 170
Foreign currency translation adjustment
Foreign currency translation adjustment 51 (169)
Reclassified to Gains on asset sales, net 25
Change in foreign currency translation adjustment 51 (144)
TOTAL OTHER COMPREHENSIVE INCOME (LOSS) 62

If the terms described herein are inconsistent with those described in the accompanying
product supplement, index supplement or prospectus, the terms described herein shall
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control.

Underlying index publishers:

Index closing value:
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With respect to
the SPX Index,
S&P Dow Jones
Indices LLC, or
any successor
thereof.

With respect to
the RTY Index,
FTSE Russell,
or any
successor
thereof.

With respect to
the SPX Index,
the index
closing value on
any index
business day
shall be
determined by
the calculation
agent and shall
equal the
official closing
value of the
SPX Index, or
any successor
index as defined
under
“Discontinuance
of Any
Underlying
Index or Basket
Index;
Alteration of
Method of
Calculation” in
the
accompanying
product
supplement),
published at the
regular official
weekday close
of trading on
such index
business day by
the underlying
index publisher
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for the SPX
Index, as
determined by
the calculation
agent. In certain
circumstances,
the index
closing value
for the SPX
Index will be
based on the
alternate
calculation of
the SPX Index
as described
under
“Discontinuance
of Any
Underlying
Index or Basket
Index;
Alteration of
Method of
Calculation” in
the
accompanying
product
supplement.

With respect to
the RTY Index,
the index
closing value on
any index
business day
shall be
determined by
the calculation
agent and shall
equal the
closing value of
the RTY Index
or any
successor index
reported by
Bloomberg
Financial
Services, or any
successor

10



Denominations:
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reporting
service the
calculation
agent may
select, on such
index business
day. In certain
circumstances,
the index
closing value
for the RTY
Index will be
based on the
alternate
calculation of
the RTY Index
as described
under
“Discontinuance
of Any
Underlying
Index or Basket
Index;
Alteration of
Method of
Calculation” in
the
accompanying
product
supplement.
The closing
value of the
RTY Index
reported by
Bloomberg
Financial
Services may be
lower or higher
than the official
closing value of
the RTY Index
published by
the underlying
index publisher
for the RTY
Index.

$1,000 per
Trigger PLUS
and integral
multiples
thereof

11



Interest:

Bull market or bear market PLUS:

Postponement of maturity date:

Trustee:

Calculation agent:

Issuer notice to registered security holders, the trustee and the depositary:
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None

Bull market
PLUS

If the scheduled
valuation date is
not an index
business day
with respect to
either
underlying
index or if a
market
disruption event
occurs with
respect to either
underlying
index on that
day so that the
valuation date is
postponed and
falls less than
two business
days prior to the
scheduled
maturity date,
the maturity
date of the
Trigger PLUS
will be
postponed to
the second
business day
following the
latest valuation
date as
postponed with
respect to either
underlying
index.

The Bank of
New York
Mellon

MS & Co.

In the event that
the maturity
date is
postponed due
to
postponement
of the valuation
date, the issuer

12
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shall give notice
of such
postponement
and, once it has
been
determined, of
the date to
which the
maturity date
has been
rescheduled (1)
to each
registered
holder of the
Trigger PLUS
by mailing
notice of such
postponement
by first class
mail, postage
prepaid, to such
registered
holder’s last

13
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Morgan Stanley Finance LLC

Trigger PLUS Based on the Value of Worst Performing of the S&P 500® Index and the Russell 2000® Index due June
5,2024

Trigger Performance Leveraged Upside SecuritiesSM

Principal at Risk Securities

address as it shall appear upon the registry books, (ii) to the trustee by facsimile confirmed by mailing such notice to
the trustee by first class mail, postage prepaid, at its New York office and (iii) to The Depository Trust Company (the
“depositary”) by telephone or facsimile, confirmed by mailing such notice to the depositary by first class mail, postage
prepaid. Any notice that is mailed to a registered holder of the Trigger PLUS in the manner herein provided shall be
conclusively presumed to have been duly given to such registered holder, whether or not such registered holder
receives the notice. The issuer shall give such notice as promptly as possible, and in no case later than (i) with respect
to notice of postponement of the maturity date, the business day immediately preceding the scheduled maturity date
and (ii) with respect to notice of the date to which the maturity date has been rescheduled, the business day
immediately following the actual valuation date.

The issuer shall, or shall cause the calculation agent to, (i) provide written notice to the trustee, on which notice the
trustee may conclusively rely, and to the depositary of the amount of cash, if any, to be delivered with respect to the
Trigger PLUS, on or prior to 10:30 a.m. (New York City time) on the business day preceding the maturity date, and
(ii) deliver the aggregate cash amount due with respect to the Trigger PLUS, if any, to the trustee for delivery to the
depositary, as holder of the Trigger PLUS, on the maturity date.

Table of Contents 14
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Morgan Stanley Finance LLC

Trigger PLUS Based on the Value of Worst Performing of the S&P 500® Index and the Russell 2000® Index due June

5,2024

Trigger Performance Leveraged Upside SecuritiesSM

Principal at Risk Securities

Additional Information About the Trigger PLUS

Additional
Information:
Minimum
ticketing size:

Tax
considerations:

$1,000/ 1 Trigger PLUS

Although there is uncertainty regarding the U.S. federal income tax consequences of an investment in
the Trigger PLUS due to the lack of governing authority, in the opinion of our counsel, Davis Polk &
Wardwell LLP, under current law, and based on current market conditions, a Trigger PLUS should be
treated as a single financial contract that is an “open transaction” for U.S. federal income tax
purposes. However, because our counsel’s opinion is based in part on market conditions as of the date
of this document, it is subject to confirmation on the pricing date.

Assuming this treatment of the Trigger PLUS is respected and subject to the discussion in “United
States Federal Taxation” in the accompanying product supplement for PLUS, the following U.S.
federal income tax consequences should result based on current law:

§ A U.S. Holder should not be required to recognize taxable income over the term of the Trigger
PLUS prior to settlement, other than pursuant to a sale or exchange.

§ Upon sale, exchange or settlement of the Trigger PLUS, a U.S. Holder should recognize gain or
loss equal to the difference between the amount realized and the U.S. Holder’s tax basis in the Trigger
PLUS. Such gain or loss should be long-term capital gain or loss if the investor has held the Trigger
PLUS for more than one year, and short-term capital gain or loss otherwise.

In 2007, the U.S. Treasury Department and the Internal Revenue Service (the “IRS”) released a notice
requesting comments on the U.S. federal income tax treatment of “prepaid forward contracts” and
similar instruments. The notice focuses in particular on whether to require holders of these
instruments to accrue income over the term of their investment. It also asks for comments on a
number of related topics, including the character of income or loss with respect to these instruments;
whether short-term instruments should be subject to any such accrual regime; the relevance of factors
such as the exchange-traded status of the instruments and the nature of the underlying property to
which the instruments are linked; the degree, if any, to which income (including any mandated
accruals) realized by non-U.S. investors should be subject to withholding tax; and whether these
instruments are or should be subject to the “constructive ownership” rule, which very generally can
operate to recharacterize certain long-term capital gain as ordinary income and impose an interest
charge. While the notice requests comments on appropriate transition rules and effective dates, any
Treasury regulations or other guidance promulgated after consideration of these issues could
materially and adversely affect the tax consequences of an investment in the Trigger PLUS, possibly
with retroactive effect.
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As discussed in the accompanying product supplement for PLUS, Section 871(m) of the Internal
Revenue Code of 1986, as amended, and Treasury regulations promulgated thereunder (“Section
871(m)”) generally impose a 30% (or a lower applicable treaty rate) withholding tax on dividend
equivalents paid or deemed paid to Non-U.S. Holders with respect to certain financial instruments
linked to U.S. equities or indices that include U.S. equities (each, an “Underlying Security”). Subject to
certain exceptions, Section 871(m) generally applies to securities that substantially replicate the
economic performance of one or more Underlying Securities, as determined based on tests set forth in
the applicable Treasury

Table of Contents 16
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Morgan Stanley Finance LLC

Trigger PLUS Based on the Value of Worst Performing of the S&P 500® Index and the Russell 2000® Index due June

5,2024

Trigger Performance Leveraged Upside SecuritiesSM

Principal at Risk Securities

Use of
proceeds
and
hedging:

regulations (a “Specified Security”). However, pursuant to an IRS notice, Section 871(m) will not apply to
securities issued before January 1, 2021 that do not have a delta of one with respect to any Underlying
Security. Based on the terms of the Trigger PLUS and current market conditions, we expect that the
Trigger PLUS will not have a delta of one with respect to any Underlying Security on the pricing date.
However, we will provide an updated determination in the final pricing supplement. Assuming that the
Trigger PLUS do not have a delta of one with respect to any Underlying Security, our counsel is of the
opinion that the Trigger PLUS should not be Specified Securities and, therefore, should not be subject to
Section 871(m).

Our determination is not binding on the IRS, and the IRS may disagree with this determination. Section
871(m) is complex and its application may depend on your particular circumstances, including whether
you enter into other transactions with respect to an Underlying Security. If withholding is required, we
will not be required to pay any additional amounts with respect to the amounts so withheld. You should
consult your tax adviser regarding the potential application of Section 871(m) to the Trigger PLUS.

Both U.S. and non-U.S. investors considering an investment in the Trigger PLUS should read the
discussion under “Risk Factors” in this document and the discussion under ‘“United States Federal
Taxation” in the accompanying product supplement for PLUS and consult their tax advisers
regarding all aspects of the U.S. federal income tax consequences of an investment in the Trigger
PLUS, including possible alternative treatments, the issues presented by the aforementioned notice
and any tax consequences arising under the laws of any state, local or non-U.S. taxing jurisdiction.

The discussion in the preceding paragraphs under ‘“Tax considerations” and the discussion contained
in the section entitled ‘“United States Federal Taxation” in the accompanying product supplement for
PLUS, insofar as they purport to describe provisions of U.S. federal income tax laws or legal
conclusions with respect thereto, constitute the full opinion of Davis Polk & Wardwell LLP
regarding the material U.S. federal tax consequences of an investment in the Trigger PLUS.

The proceeds from the sale of the Trigger PLUS will be used by us for general corporate purposes. We

will receive, in aggregate, $1,000 per Trigger PLUS issued, because, when we enter into hedging
transactions in order to meet our obligations under the Trigger PLUS, our hedging counterparty will
reimburse the cost of the agent’s commissions. The costs of the Trigger PLUS borne by you and described
on page 2 above comprise the agent’s commissions and the cost of issuing, structuring and hedging the
Trigger PLUS.

Table of Contents 17
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On or prior to the pricing date, we, through our affiliates or others, will hedge our anticipated exposure in
connection with the Trigger PLUS by taking positions in stocks of the underlying indices, futures and/or
options contracts on the underlying indices, any component stocks of the underlying indices listed on
major securities

Table of Contents 18
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Morgan Stanley Finance LLC

Trigger PLUS Based on the Value of Worst Performing of the S&P 500® Index and the Russell 2000® Index due June
5,2024

Trigger Performance Leveraged Upside SecuritiesSM

Principal at Risk Securities

markets or positions in any other available securities or instruments that we may wish to use in
connection with such hedging. Such purchase activity could potentially increase the value of either
underlying index on the pricing date, and therefore could increase the respective trigger level, which
is the level at or above which such underlying index must close on the valuation date so that
investors do not suffer a significant loss on their initial investment in the Trigger PLUS (depending
also on the performance of the other underlying index). In addition, through our affiliates, we are
likely to modify our hedge position throughout the term of the Trigger PLUS, including on the
valuation date, by purchasing and selling the stocks constituting the underlying indices, futures or
options contracts on the underlying indices or its component stocks listed on major securities markets
or positions in any other available securities or instruments that we may wish to use in connection
with such hedging activities. As a result, these entities may be unwinding or adjusting hedge
positions during the term of the Trigger PLUS, and the hedging strategy may involve greater and
more frequent adjustments to the hedge as the valuation date approaches. We cannot give any
assurance that our hedging activities will not affect the value of either underlying index and,
therefore, adversely affect the value of the Trigger PLUS or the payment you will receive at maturity,
if any (depending also on the performance of the other underlying index). For further information on
our use of proceeds and hedging, see “Use of Proceeds and Hedging” in the accompanying product

supplement for PLUS.
Benefit plan Each fiduciary of a pension, profit-sharing or other employee benefit plan subject to Title I of the
investor Employee Retirement Income Security Act of 1974, as amended (“ERISA”) (a “Plan”), should consider

considerations: the fiduciary standards of ERISA in the context of the Plan’s particular circumstances before
authorizing an investment in the Trigger PLUS. Accordingly, among other factors, the fiduciary
should consider whether the investment would satisfy the prudence and diversification requirements
of ERISA and would be consistent with the documents and instruments governing the Plan.

In addition, we and certain of our affiliates, including MS & Co., may each be considered a “party in
interest” within the meaning of ERISA, or a “disqualified person” within the meaning of the Internal
Revenue Code of 1986, as amended (the “Code”), with respect to many Plans, as well as many
individual retirement accounts and Keogh plans (such accounts and plans, together with other plans,
accounts and arrangements subject to Section 4975 of the Code, also “Plans”). ERISA Section 406 and
Code Section 4975 generally prohibit transactions between Plans and parties in interest or
disqualified persons. Prohibited transactions within the meaning of ERISA or the Code would likely
arise, for example, if the Trigger PLUS are acquired by or with the assets of a Plan with respect to
which MS & Co. or any of its affiliates is a service provider or other party in interest, unless the
Trigger PLUS are acquired pursuant to an exemption from the “prohibited transaction” rules. A
violation of these “prohibited transaction” rules could result in an excise tax or other liabilities under
ERISA and/or Section 4975 of the Code for those persons, unless exemptive relief is available under
an applicable statutory or administrative exemption.
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The U.S. Department of Labor has issued five prohibited transaction class exemptions (“PTCEs”) that
may provide exemptive relief for direct or indirect prohibited transactions resulting from the
purchase or holding of the Trigger PLUS. Those class exemptions are PTCE 96-23 (for certain
transactions determined by in-house asset managers), PTCE 95-60 (for certain transactions involving
insurance company general accounts), PTCE 91-38 (for certain transactions involving bank collective
investment funds), PTCE 90-1 (for certain transactions involving insurance company separate
accounts) and PTCE 84-14 (for certain transactions determined by independent qualified professional
asset managers). In addition, ERISA Section 408(b)(17) and Section 4975(d)(20) of the Code provide
an exemption for the purchase and sale of securities and the related lending transactions, provided
that neither the issuer of the securities nor any of its affiliates has or exercises any discretionary
authority or control or renders any investment advice with respect to the assets of the Plan involved
in the transaction and provided further that the Plan pays no more, and receives no less, than
“adequate consideration” in connection with the transaction (the so-called “service

Table of Contents 20
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Morgan Stanley Finance LLC

Trigger PLUS Based on the Value of Worst Performing of the S&P 500® Index and the Russell 2000® Index due June
5,2024

Trigger Performance Leveraged Upside SecuritiesSM

Principal at Risk Securities

provider” exemption). There can be no assurance that any of these class or statutory exemptions will be available with
respect to transactions involving the Trigger PLUS.

Because we may be considered a party in interest with respect to many Plans, the Trigger PLUS may not be
purchased, held or disposed of by any Plan, any entity whose underlying assets include “plan assets” by reason of any
Plan’s investment in the entity (a “Plan Asset Entity”) or any person investing “plan assets” of any Plan, unless such
purchase, holding or disposition is eligible for exemptive relief, including relief available under PTCEs 96-23, 95-60,
91-38, 90-1, 84-14 or the service provider exemption or such purchase, holding or disposition is otherwise not
prohibited. Any purchaser, including any fiduciary purchasing on behalf of a Plan, transferee or holder of the Trigger
PLUS will be deemed to have represented, in its corporate and its fiduciary capacity, by its purchase and holding of
the Trigger PLUS that either (a) it is not a Plan or a Plan Asset Entity and is not purchasing such Trigger PLUS on
behalf of or with “plan assets” of any Plan or with any assets of a governmental, non-U.S. or church plan that is subject
to any federal, state, local or non-U.S. law that is substantially similar to the provisions of Section 406 of ERISA or
Section 4975 of the Code (“Similar Law”) or (b) its purchase, holding and disposition of these Trigger PLUS will not
constitute or result in a non-exempt prohibited transaction under Section 406 of ERISA or Section 4975 of the Code
or violate any Similar Law.

Due to the complexity of these rules and the penalties that may be imposed upon persons involved in non-exempt
prohibited transactions, it is particularly important that fiduciaries or other persons considering purchasing the
Trigger PLUS on behalf of or with “plan assets” of any Plan consult with their counsel regarding the availability of
exemptive relief.

The Trigger PLUS are contractual financial instruments. The financial exposure provided by the Trigger PLUS is not
a substitute or proxy for, and is not intended as a substitute or proxy for, individualized investment management or
advice for the benefit of any purchaser or holder of the Trigger PLUS. The Trigger PLUS have not been designed and
will not be administered in a manner intended to reflect the individualized needs and objectives of any purchaser or
holder of the Trigger PLUS.

Each purchaser or holder of any Trigger PLUS acknowledges and agrees that:
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(i) the purchaser or holder or its fiduciary has made and shall make all investment decisions for the purchaser or
holder and the purchaser or holder has not relied and shall not rely in any way upon us or our affiliates to act as a
fiduciary or adviser of the purchaser or holder with respect to (A) the design and terms of the Trigger PLUS, (B) the
purchaser or holder’s investment in the Trigger PLUS, or (C) the exercise of or failure to exercise any rights we have
under or with respect to the Trigger PLUS;

(i) we and our affiliates have acted and will act solely for our own account in connection with (A) all transactions
relating to the Trigger PLUS and (B) all hedging transactions in connection with our obligations under the Trigger
PLUS;

(iii) any and all assets and positions relating to hedging transactions by us or our affiliates are assets and positions of
those entities and are not assets and positions held for the benefit of the purchaser or holder;
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Morgan Stanley Finance LLC

Trigger PLUS Based on the Value of Worst Performing of the S&P 500® Index and the Russell 2000® Index due June

5,2024

Trigger Performance Leveraged Upside SecuritiesSM

Principal at Risk Securities

Additional
considerations:

Supplemental
information
regarding plan of
distribution;
conflicts of interest:

Table of Contents

(iv) our interests are adverse to the interests of the purchaser or holder; and

(v) neither we nor any of our affiliates is a fiduciary or adviser of the purchaser or holder in
connection with any such assets, positions or transactions, and any information that we or any of
our affiliates may provide is not intended to be impartial investment advice.

Each purchaser and holder of the Trigger PLUS has exclusive responsibility for ensuring that its
purchase, holding and disposition of the Trigger PLUS do not violate the prohibited transaction
rules of ERISA or the Code or any Similar Law. The sale of any Trigger PLUS to any Plan or
plan subject to Similar Law is in no respect a representation by us or any of our affiliates or
representatives that such an investment meets all relevant legal requirements with respect to
investments by plans generally or any particular plan, or that such an investment is appropriate
for plans generally or any particular plan. In this regard, neither this discussion nor anything
provided in this document is or is intended to be investment advice directed at any potential Plan
purchaser or at Plan purchasers generally and such purchasers of these Trigger PLUS should
consult and rely on their own counsel and advisers as to whether an investment in these Trigger
PLUS is suitable.

However, individual retirement accounts, individual retirement annuities and Keogh plans, as
well as employee benefit plans that permit participants to direct the investment of their accounts,
will not be permitted to purchase or hold the Trigger PLUS if the account, plan or annuity is for
the benefit of an employee of Morgan Stanley or Morgan Stanley Wealth Management or a
family member and the employee receives any compensation (such as, for example, an addition
to bonus) based on the purchase of the Trigger PLUS by the account, plan or annuity.

Client accounts over which Morgan Stanley, Morgan Stanley Wealth Management or any of their
respective subsidiaries have investment discretion are not permitted to purchase the Trigger
PLUS, either directly or indirectly.

MS & Co. expects to sell all of the Trigger PLUS that it purchases from us to an unaffiliated
dealer at a price of $ per Trigger PLUS, for further sale to certain fee-based advisory accounts at
the price to public of $1,000 per Trigger PLUS. MS & Co. will not receive a sales commission
with respect to the Trigger PLUS.
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MS & Co. is an affiliate of MSFL and a wholly owned subsidiary of Morgan Stanley, and it and
other affiliates of ours expect to make a profit by selling, structuring and, when applicable,
hedging the Trigger PLUS. When MS & Co. prices this offering of Trigger PLUS, it will
determine the economic terms of the Trigger PLUS, including the leverage factor, such that for
each Trigger PLUS the estimated value on the pricing date will be no lower than the minimum
level described in “Investment Summary” beginning on page 2.

MS & Co. will conduct this offering in compliance with the requirements of FINRA Rule 5121

of the Financial Industry Regulatory Authority, Inc., which is commonly referred to as FINRA,
regarding a FINRA member firm’s distribution of the securities of an affiliate and related

conflicts of interest. MS & Co. or any of our other affiliates may not make sales in this offering

to any discretionary account. See ‘“Plan of Distribution (Conflicts of Interest)” and “Use of Proceeds
and Hedging” in the accompanying product supplement for PLUS.

Morgan Stanley Wealth Management clients may contact their local Morgan Stanley branch
Contact: office or our principal executive offices at 1585 Broadway, New York, New York 10036
(telephone number (866) 477-4776). All other clients may
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contact their local brokerage representative. Third-party distributors may contact Morgan Stanley
Structured Investment Sales at (800) 233-1087.

MSFL and Morgan Stanley have filed a registration statement (including a prospectus, as
supplemented by the product supplement for PLUS and index supplement) with the Securities and
Exchange Commission, or SEC, for the offering to which this communication relates. You should read
the prospectus in that registration statement, the product supplement for PLUS, the index supplement
and any other documents relating to this offering that MSFL and Morgan Stanley have filed with the
SEC for more complete information about MSFL and Morgan Stanley and this offering. You may get
these documents without cost by visiting EDGAR on the SEC web site at.www.sec.gov. Alternatively,
MSFL, Morgan Stanley, any underwriter or any dealer participating in this offering will arrange to
send you the product supplement for PLUS, index supplement and prospectus if you so request by
calling toll-free 800-584-6837.

You may access these documents on the SEC web site at. www.sec.gov.as follows:

Where you can Product Supplement for PLLUS dated November 16, 2017
find more

information:

Index Supplement dated November 16, 2017

Prospectus dated November 16, 2017

Terms used but not defined in this document are defined in the product supplement for PLUS, in the
index supplement or in the prospectus.

“Performance Leveraged Upside Securitie8™” and “PLUSS" are our service marks.
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