




















INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MORGAN 
STANLEY ASIA PRODUCTS LIMITED 

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS 

Opinion 

In our opinion the financial statements of Morgan Stanley Asia Products Limited (the 
“Company”): 
 give a true and fair view of the state of the Company’s affairs as at 31 December 2019

and of the Company’s profit for the year then ended; and
 have been properly prepared in accordance with International Financial Reporting

Standards (“IFRSs”) as issued by the International Accounting Standards Board
(“IASB”).

We have audited the financial statements which comprise: 

 Statement of financial position;

 Statement of comprehensive income;

 Statement of changes in equity;

 Statement of cash flows; and
 Notes 1 to 17 to the financial statements.

The financial reporting framework that has been applied in their preparation is applicable 
law and IFRSs as issued by the IASB.  

Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs 
(UK)) and applicable law. Our responsibilities under those standards are further described in 
the auditor’s responsibilities for the audit of the financial statements section of our report. 

We are independent of the Company in accordance with the ethical requirements that are 
relevant to our audit of the financial statements in the UK, including the Financial Reporting 
Council’s (“FRC”) Ethical Standard as applied to listed entities, and we have fulfilled our other 
ethical responsibilities in accordance with these requirements. We believe that the audit 
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

Summary of our audit approach 

Key audit matters The key audit matters that we identified in the current year 
were: 

 Valuation of Level 2 financial instruments; and
 Impact of COVID-19 on the financial statements.

Materiality The materiality that we used in the current year was $2.98 million, 
which was determined on the basis of 1% of Total Assets.

Scoping The planning and scoping of our audit considers the Company’s 
business, organisational structure and global operating model. 
This model comprises a common control structure for key business 
processes and internal controls over financial reporting.   

Based on this global operating model, our audit scope is globally 
integrated with the audit testing procedures performed by Deloitte 
& Touche LLP, US, the lead auditor of the ultimate parent 
company, Morgan Stanley. 

The scope of our audit identifies those components that are 
financially significant to the Company and the locations where 
account balances included in the Company’s financial statements 
are managed and controlled. 
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As a result, we involved component auditors based in North 
America for the purposes of our audit of the financial statements. 

Significant 
changes in our 
approach 

In the prior period we identified our key audit matter as the 
valuation of Level 3 financial instruments. This was a key audit 
matter due to the subjectivity of the inputs and the significance of 
the judgements used by the Company in determining the 
methodologies underlying the valuation of these instruments, in 
particular the fact that a significant portion of the inputs used in 
the calculation of the valuation of these instruments being 
unobservable. As the Company does not hold any Level 3 financial 
instruments as at 31 December 2019, the key audit matter in the 
current period relates to valuation of Level 2 financial instruments 
which have a degree of subjectivity and management judgement 
in determining the appropriate valuation.   
We have also identified an additional key audit matter relating to 
the going concern assessment and post balance sheet events 
disclosure due to the rapid spread of COVID-19 and the ongoing 
uncertainty surrounding its impact which has resulted in us 
focusing a greater degree of effort on the Directors’ judgements. 
There are no other significant changes in our approach apart from 
the changes in key audit matters. 

Conclusions relating to going concern 

We are required by ISAs (UK) to report in respect of the following matters where: 
 the directors’ use of the going concern basis of accounting in the preparation of the

financial statements is not appropriate; or
 the directors have not disclosed in the financial statements any identified material

uncertainties that may cast significant doubt about the Company’s ability to continue to
adopt the going concern basis of accounting for a period of at least twelve months from
the date when the financial statements are authorised for issue.

We have nothing to report in respect of these matters. 

Key audit matters 

Key audit matters are those matters that, in our professional judgement, were of most 
significance in our audit of the financial statements of the current period and include the 
most significant assessed risks of material misstatement (whether or not due to fraud) that 
we identified. These matters included those which had the greatest effect on: the overall 
audit strategy, the allocation of resources in the audit; and directing the efforts of the 
engagement team.  

These matters were addressed in the context of our audit of the financial statements as a 
whole, and in forming our opinion thereon, and we do not provide a separate opinion on 
these matters. 

Valuation of Level 2 financial instruments 

Relevant 
references in the 
financial 
statements 

Note 2 – Basis of Preparation – Critical judgments in applying the 
Company’s accounting policies 
Note 3 – Summary of significant accounting policies – (d) Fair 
value 
Note 14 – Assets and liabilities measured at fair value (a) (b) (c) 
(d) 

Key audit matter 
description 

The Company’s trading and financing activities will at times 
result in the Company carrying material financial asset and 
liability positions having limited price transparency. These 
financial instruments generally include derivative, security or 
lending positions spanning a broad array of product types.  
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Under IFRS 13 Fair Value Measurement, these financial 
instruments are generally classified as Level 2 or Level 3 assets 
or liabilities. 

Unlike other financial instruments whose values are quoted in an 
active market and therefore more easily independently 
corroborated, the valuation of financial instruments classified as 
Level 2 or Level 3 are inherently subjective, and often involve 
valuation methodologies that are complex. This degree of 
subjectivity may also give rise to potential fraud through 
management intentionally inflating fair values or incorporating 
management bias in determining fair values. Auditing the 
Company’s valuation of these instruments is therefore subjective 
and presents certain challenges in evaluating the 
appropriateness of the Company’s valuation judgments and 
estimates.  

As at 31 December 2019, the Company’s total financial assets 
and liabilities measured at fair value were $285.8 million and 
$297.9 million, respectively, of which Level 2 financial assets and 
liabilities were $282.2 million and $283.6 million, respectively. As 
noted, the Company did not hold any Level 3 financial 
instruments at the period end. 

How the scope of 
our audit 
responded to the 
key audit matter 

To address the complexities associated with auditing the value of 
Level 2 financial instruments, we involved our valuation specialists 
who have significant quantitative and modelling expertise.  

We obtained an understanding and tested relevant valuation 
controls including the: 
 Model Risk Management control, which is designed to review

a model’s theoretical soundness and the appropriateness of its
valuation methodology and calibration techniques developed
by the business units; and

 Price Verification control, which is designed to review the
appropriateness of valuation methodologies to derive model
inputs.

We also performed the following: 
 Evaluated management’s valuation methodologies, including

the input assumptions against the expected assumptions of
other market participants leveraging relevant external data;

 Developed independent valuation estimates, using externally
sourced inputs and challenger models, and used such
estimates to further evaluate management’s fair value
measurement by investigating the differences between our
estimate and that of the Firm, including comparing the fair
value estimate with similar transactions.

Key observations Based on our audit procedures performed, we concluded that the 
valuation of Level 2 financial instruments was appropriate. 
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Impact of COVID-19 on the financial statements

Relevant 
references in the 
financial 
statements

Directors’ Report – ‘Events After the Reporting Date’ page 6 
Note 2 – The going concern assumption, page 21 

Key audit matter 
description

The ongoing uncertainty relating to the impact of the COVID-19 
pandemic has increased the judgement involved in the Director’s 
assessment of the Company’s ability to continue as a going 
concern over a period of at least 12 months from the date of 
approval of the financial statements. 
There is also an increased risk and a greater level of audit work 
associated with the adequacy of disclosures over the going 
concern assessment and events after the reporting date.
In making their assessment, the Directors consider that the 
going concern basis of accounting is appropriate and that there is 
no material uncertainty related to going concern.

How the scope of 
our audit 
responded to the 
key audit matter

In response to the impact of the COVID-19 pandemic, we focused 
our audit effort to understand whether there was a material 
uncertainty over the Company’s ability to continue as a going 
concern over a period of at least twelve months from the date of 
approval of the financial statements.
In particular we considered management’s assessment of the 
Company’s operational resilience, the Morgan Stanley (“MS”) 
Group’s implementation of its business continuity plan, and the 
fact that the Company’s business model is designed to be market 
risk flat.
As the Company relies on the MS Group to hedge its market facing 
positions, we also considered the ability of the MS Group to 
continue as a going concern over the same period. 
We challenged and assessed management’s consideration of the 
MS Group’s evaluation of its profitability, solvency, liquidity and 
funding forecast position.
We held meetings with Senior Management to discuss the 
Director’s assessment of going concern and to challenge matters 
arising from our review of Management’s going concern papers. 
As part of this assessment, we reviewed the minutes of, and 
attended relevant executive forums, governance committees, and 
other meetings to corroborate Management’s responses and the 
information provided.
We have reviewed the disclosures made by Management in 
relation to events after the reporting date and going concern, to 
assess whether they adequately reflect the deterioration in 
economic outlook arising from the COVID-19 pandemic, including 
the impact on the Company and the MS Group, and checked the 
consistency of the disclosures with our knowledge of the Company 
and MS Group based on our audit.

Key observations Based on our audit procedures performed, we concluded that the 
adoption of the going concern basis of accounting was appropriate. 

We also concluded that the disclosures in relation to going concern 
and events after the reporting date are appropriate.

Our application of materiality 

We define materiality as the magnitude of misstatement in the financial statements that 
makes it probable that the economic decisions of a reasonably knowledgeable person would 
be changed or influenced. We use materiality both in planning the scope of our audit work 
and in evaluating the results of our work. 
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Based on our professional judgement, we determined materiality for the financial statements 
as a whole as follows: 

Materiality $2.98 million (2018: $2.88 million) 

Basis for 
determining 
materiality 

1% (2018: 1%) of Total Assets 

Rationale for the 
benchmark 
applied 

We have considered Total Assets to be the most appropriate 
benchmark, consistent with prior year, as the Company is engaged 
in the issuance of financial instruments and the hedging of 
obligations pursuant to such issuances. As such, Total Assets is of 
importance to the key users of the financial statements. These key 
users include Regulators, external rating agencies and the ultimate 
parent entity.  

We set performance materiality at a level lower than materiality to reduce the probability 
that, in aggregate, uncorrected and undetected misstatements exceed the materiality for 
the financial statements as a whole.  
Performance materiality was set at 70% of materiality for the 2019 audit (2018: 70%). In 
determining performance materiality, we considered the following factors: 

- our risk assessment, including our assessment of the Company’s overall control
environment and that we consider it appropriate to rely on controls over a number of
business processes; and

- our past experience of the audit, which has indicated a low number of corrected and
uncorrected misstatements identified in prior periods.

We agreed with the directors of the Company that we would report to the directors all audit 
differences in excess of $0.15 million (2018: $0.14 million), as well as differences below that 
threshold that, in our view, warranted reporting on qualitative grounds. We also report to 
the directors on disclosure matters that we identified when assessing the overall presentation 
of the financial statements. 

An overview of the scope of our audit 

Identification and scoping of components 

Morgan Stanley is a globally managed business with a global operating model in which major 
classes of transactions are subject to a common control processing environment irrespective 
of product, region or legal entity. Given this global operating model for the Company, we 
audit certain controls, financial reporting processes and balances centrally. The scope of our 
audit identifies the component that is financially significant to the Company and the locations 
where account balances included in the Company’s financial statements are managed and 
controlled. Based on the above, we involved auditors based in North America for the 
purposes of our audit of the Company’s financial statements, consistent with the prior year. 
We instructed our component auditor, Deloitte & Touche LLP, US to perform their audit 
procedures at a materiality level of $1.77 million (2018: $2.45 million). 

13



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MORGAN 
STANLEY ASIA PRODUCTS LIMITED 

Involvement with component auditors 

We exercised oversight over the work of our component auditors by remaining in active 
dialogue at regular intervals throughout the duration of the audit. We attended the audit 
planning meetings in New York involved the component auditors in our team briefing and 
issued a set of instructions to the component auditor setting out the audit work and the 
specified audit procedures we requested them to undertake. We undertook a visit to our 
North America (New York) component auditor during the final stage of our audit to discuss 
key findings arising from their work and to review their audit work papers. We also formally 
received audit clearance documentation from both component auditors confirming that they 
had performed the audit and the specified audit procedures in accordance with our 
instructions. 

Audit procedures undertaken at the Company level 

We designed our audit approach for the Company based on our understanding of the 
business undertaken by the Company and our independent assessment of the risks of 
material misstatement arising in the financial statements. These procedures included, 
amongst others, the preparation of the financial statements as well as obtaining an 
understanding and testing of relevant controls over the financial reporting process. 

Other information 

The directors are responsible for the other information. The other information comprises the 
information included in the annual report, including the Directors’ Report, other than the 
financial statements and our auditor’s report thereon. 

Our opinion on the financial statements does not cover the other information and we do not 
express any form of assurance conclusion thereon. 

In connection with our audit of the financial statements, our responsibility is to read the 
other information and, in doing so, consider whether the other information is materially 
inconsistent with the financial statements or our knowledge obtained in the audit or 
otherwise appears to be materially misstated. 

If we identify such material inconsistencies or apparent material misstatements, we are 
required to determine whether there is a material misstatement in the financial statements 
or a material misstatement of the other information. If, based on the work we have 
performed, we conclude that there is a material misstatement of this other information, we 
are required to report that fact. 

We have nothing to report in respect of these matters. 

Responsibilities of directors 

As explained more fully in the directors’ responsibilities statement, the directors are 
responsible for the preparation of the financial statements and for being satisfied that they 
give a true and fair view, and for such internal control as the directors determine is necessary 
to enable the preparation of financial statements that are free from material misstatement, 
whether due to fraud or error. 

In preparing the financial statements, the directors are responsible for assessing the 
Company’s ability to continue as a going concern, disclosing as applicable, matters related 
to going concern and using the going concern basis of accounting unless the directors either 
intend to liquidate the Company or to cease operations, or have no realistic alternative but 
to do so. 
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Auditor’s responsibilities for the audit of the financial statements 

Our objectives are to obtain reasonable assurance about whether the financial statements 
as a whole are free from material misstatement, whether due to fraud or error, and to issue 
an auditor’s report that includes our opinion. Reasonable assurance is a high level of 
assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will 
always detect a material misstatement when it exists. Misstatements can arise from fraud 
or error and are considered material if, individually or in the aggregate, they could 
reasonably be expected to influence the economic decisions of users taken on the basis of 
these financial statements. 

A further description of our responsibilities for the audit of the financial statements is located 
on the FRC’s website at: www.frc.org.uk/auditorsresponsibilities. This description forms part 
of our auditor’s report.  

Use of our report 

This report is made solely to the company’s directors in accordance with the company’s 
reporting obligations of the Irish and Hong Kong stock exchanges. Our audit work has been 
undertaken so that we might state to the company’s members those matters we are required 
to state to them in an auditor’s report and for no other purpose. To the fullest extent 
permitted by law, we do not accept or assume responsibility to anyone other than the 
company’s members as a body, for our audit work, for this report, or for the opinions we 
have formed. 

Andrew Partridge, C.A. (Senior Statutory Auditor) 
For and on behalf of Deloitte LLP 
Statutory Auditor 
Glasgow, United Kingdom 

22 April 2020 
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