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VISHAY INTERTECHNOLOGY, INC.
63 LANCASTER AVENUE
MALYVERN, PENNSYLVANIA 19355

April 16,2007
Dear Stockholder:

You are cordially invited to attend the 2007 annual meeting of stockholders of Vishay Intertechnology, Inc., to be held at 10:30 a.m., local time,
on Tuesday, May 22, 2007, at The Rittenhouse Hotel Ballroom North, 2nd Floor at 210 West Rittenhouse Square, Philadelphia, PA 19103. The
Board of Directors looks forward to greeting you personally at the annual meeting.

During the annual meeting, we will discuss each item of business described in the attached notice of annual meeting of stockholders and proxy
statement and provide a report on Vishay s business operations. There will also be time for questions.

On behalf of the Board of Directors, I would like to express our appreciation for your continued interest in the affairs of Vishay. We hope you
will be able to attend the annual meeting. Whether or not you expect to attend the annual meeting, and regardless of the number of shares you
own, it is important to us and to our business that your shares are represented and voted at the annual meeting. Therefore, you are encouraged to
sign, date, and return the enclosed proxy card in the return envelope provided so that your shares will be represented and voted at the annual
meeting.

Sincerely,

Dr. Felix Zandman
Executive Chairman of the Board of Directors
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VISHAY INTERTECHNOLOGY, INC.
63 LINCOLN HIGHWAY
MALYVERN, PENNSYLVANIA 19355

NOTICE OF 2007 ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON TUESDAY, MAY 22, 2007

The 2007 annual meeting of stockholders of Vishay Intertechnology, Inc. will be held at The Rittenhouse Hotel Ballroom North, 2nd Floor at
210 West Rittenhouse Square, Philadelphia, PA 19103, on Tuesday, May 22, 2007 at 10:30 a.m., local time. The meeting will be held
to consider and act upon:

1. the election of three directors to hold office until 2010;
2. the ratification of our independent registered public accounting firm;
3. the approval of an amendment to the 1998 Stock Option Program;

4. the approval of the 2007 Stock Option Program; and

5. such other business as may properly come before the meeting.
The stockholders of record at the close of business on April 5, 2007 will be entitled to vote at the annual meeting or at any adjournment thereof.
Whether or not you expect to attend the meeting in person, please complete, date, and sign the enclosed proxy card and return it without delay in
the enclosed envelope which requires no additional postage if mailed in the United States.

If you are enrolled in our electronic proxy materials delivery service and received these proxy materials via the Internet, you will need to follow
the procedures for online voting in order to vote your shares.

By Order of the Board of Directors,

William M. Clancy
Corporate Secretary
Malvern, Pennsylvania
April 16, 2007
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VISHAY INTERTECHNOLOGY, INC.
63 LANCASTER AVENUE
MALYVERN, PENNSYLVANIA 19355

PROXY STATEMENT

The accompanying proxy is solicited by the Board of Directors of Vishay Intertechnology, Inc. for use at the 2007 annual meeting of
stockholders of Vishay to be held at The Rittenhouse Hotel Ballroom North, 2nd Floor at 210 West Rittenhouse Square, Philadelphia, PA 19103,
on Tuesday, May 22, 2007 at 10:30 a.m., local time, or any adjournments thereof.

We are first sending the proxy materials to stockholders on or about April 16, 2007.

ABOUT THE MEETING
Why did I receive these materials?

We hold a meeting of stockholders annually. This year s meeting will be held on May 22, 2007. There will be several items of business that
must be voted on by our stockholders at the meeting, and our Board of Directors is seeking your proxy to vote on these items. This proxy
statement contains important information about Vishay Intertechnology, Inc. and the matters that will be voted on at the meeting. Please read
these materials carefully so that you have the information you need to make informed decisions. Throughout this proxy statement, we will refer
to ourselves as  Vishay Intertechnology, Inc.,  Vishay, we, our, orthe Company.

What is a proxy?

A proxy is your legal designation of another person to vote the shares of stock that you own. The person you designate to vote your shares is also
called a proxy. When you submit a proxy, the people named on the proxy card are required to vote your shares at the annual meeting in the
manner you have instructed.

What is the record date and why is it important?

The record date is the date used by our Board of Directors to determine which stockholders are entitled to receive notice of, and vote on the
items presented at, the annual meeting. Our Board established April 5, 2007 as the record date for the 2007 annual meeting.

What is the difference between Stockholders of Record and Beneficial Owners ?

If your shares are registered directly in your name with Vishay s transfer agent, you are considered, with respect to those shares, the stockholder
of record. The proxy statement, annual report and proxy card have been sent directly to you by Vishay.

If your shares are held in a stock brokerage account or by a bank or other nominee, you are considered the beneficial owner of shares held in
street name. This proxy statement and annual report have been forwarded to you by your broker, bank, or nominee who is considered, with
respect to those shares, the stockholder of record. As the beneficial owner, you have the right to direct your broker, bank, or nominee how to
vote your shares by using the voting instruction card included in the mailing or by following their instructions for voting.

Who can attend the meeting?

All stockholders as of the record date, or their duly appointed proxies, are invited to attend the meeting.

1-
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What proposals will I be voting on and how does the Board of Directors recommend I vote?

The Board of Directors recommendations are set forth together with the description of each proposal in this proxy statement. In summary, the
Board of Directors recommends a vote

FOR the election of three directors to hold office for terms of three years and until their successors are duly elected and qualified
(see Proposal One);

FOR the ratification of the appointment of Ernst & Young LLP as Vishay s independent registered public accounting firm for the
year ending December 31, 2007 (see Proposal Two);

FOR the approval of an amendment to Vishay s 1998 Stock Option Program (see Proposal Three); and

FOR the approval of Vishay s 2007 Stock Option Program (see Proposal Four).
Does Vishay have more than one class of stock outstanding?

We have two classes of stock outstanding, common stock and Class B common stock. On the record date, there were 170,123,798 shares of
common stock and 14,358,361 shares of Class B common stock outstanding and entitled to vote.

What are the voting rights of each class of stock?

Each share of common stock will be entitled to one vote and each share of Class B common stock will be entitled to 10 votes with respect to
each matter to be voted on at the annual meeting.

A list of stockholders entitled to vote at the annual meeting will be available for examination by Vishay s stockholders during ordinary business
hours for a period of ten days prior to the annual meeting at Vishay s offices, 63 Lancaster Avenue, Malvern, PA 19355. A stockholder list will
also be available for examination at the annual meeting.

What constitutes a quorum?

A quorum is the minimum number of votes required to be present at the annual meeting to conduct business. As set forth in Vishay s by-laws,
the holders of a majority of the votes represented by the outstanding shares of common stock and Class B common stock, voting together as a
single class, present in person or represented by proxy, will constitute a quorum for the transaction of business at the annual meeting.

How are abstentions and broker non-votes considered?

Shares represented by proxies that are properly marked ABSTAIN will be counted for purposes of determining the presence of a quorum at the
annual meeting. Abstentions are regarded as voted shares and will have the same effect as a vote  AGAINST Proposals Two, Three, and Four.
Abstentions will have no effect on the election of directors under Proposal One.

Brokers holding shares for beneficial owners in street name must vote those shares according to specific instructions they receive from the
beneficial owners. If instructions are not received, brokers may only vote the shares, in their discretion, on matters for which they are not
precluded from exercising their discretion by the rules of the New York Stock Exchange ( NYSE ). Under the NYSE rules, brokers may vote in
their discretion on Proposals One and Two. Non-voted shares held by brokers and represented at the meeting are called broker non-votes.

Broker non-votes will be counted in determining whether there is a quorum at the annual meeting but will not be regarded as voted shares.
Accordingly, broker non-votes will have no effect on any of the proposals.

-
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What vote is required to approve each proposal?

Assuming a quorum is present, the vote required and method of calculation for the proposals to be considered at the annual meeting are as
follows:

Proposal One. The election of three directors to hold office for terms of three years or until their successors are duly elected and
qualified requires a plurality of the votes of the shares of common stock and Class B common stock, voting together as a single
class, present in person or represented by proxy and voted on the election of directors.

Proposal Two. The ratification of the appointment of Ernst & Young LLP as Vishay s independent registered public accounting
firm for the year ending December 31, 2007 requires the affirmative vote of holders of a majority of the votes of the shares of
common stock and Class B common stock, voting together as a single class, present in person or represented by proxy.

Proposal Three. The approval of the amendment to the 1998 Stock Option Program requires the affirmative vote of holders of a
majority of the votes of the shares of common stock and Class B common stock, voting together as a single class, present in

person or represented by proxy.

Proposal Four. The approval of the 2007 Stock Option Program requires the affirmative vote of holders of a majority of the votes
of the shares of common stock and Class B common stock, voting together as a single class, present in person or represented by

proxy.
How do I vote my shares? Can I vote electronically?

Please complete, date, and sign the enclosed proxy card and return it without delay in the enclosed envelope which requires no additional
postage if mailed in the United States.

If you are enrolled in our electronic proxy materials delivery service and received these proxy materials via the Internet, you will need to follow
the procedures for online voting in order to vote your shares.

The shares represented by the accompanying proxy will be voted as directed with respect to each of the proposals set forth in the proxy
statement, OR, if no direction is indicated, at the recommendations of the Board of Directors.

You may either vote' FOR or WITHHOLD your vote for the election of the nominees as directors under Proposal One. You may vote FOR or
AGAINST or ABSTAIN from voting on Proposals Two, Three, and Four.

Whether or not you plan to attend the meeting, we strongly encourage you to vote by proxy prior to the meeting.
Can I change my vote after I return my proxy card?
Yes. You may revoke your proxy at any time before it is voted at the annual meeting. In order to revoke your proxy, you may either:

sign and timely return another proxy card bearing a later date;
provide written notice of the revocation to Vishay s Corporate Secretary; or
attend the annual meeting and vote in person.

If your shares are held in a stock brokerage account or by a bank or other nominee, you must follow the instructions provided by your broker,
bank, or nominee on how to revoke your proxy.

What will happen if I provide my proxy but do not vote on a proposal?

You should provide voting instructions for all proposals appearing on the proxy card. The persons named as proxies on the enclosed proxy card
will vote your shares according to your instructions. However, if you fail to provide instructions on how you want your shares to be voted,
properly signed and dated proxies will be voted in accordance with the recommendation of the Board of Directors.
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What will happen if I do not provide my proxy?
If you are a stockholder of record, your shares will not be voted.

If you are the beneficial owner of shares held in street name, your broker, bank, or other holder of record might be authorized to vote your shares
on certain routine matters. The New York Stock Exchange considers the election of directors and the ratification of the independent registered
public accounting firm to be routine matters. On these matters, your broker or nominee can vote your street name shares on these items even
though you have not provided voting instructions, or choose not to vote your shares on these matters. Proposals Three and Four are not routine

and cannot be voted without your instructions.

Who will verify the election results?

Vishay will appoint an inspector who will ascertain the number of shares outstanding and the voting powers of each, determine the shares
represented at the annual meeting and the validity of the proxies and ballots, count all votes and ballots, determine and retain for a reasonable
period a record of the disposition of any challenges made to any determinations by such inspector, and certify a determination of the number of
shares represented at the annual meeting and his count of all votes and ballots.

Are there any stockholders who own more than 5% of Vishay s shares?

Dr. Felix Zandman, Founder, Executive Chairman of the Board of Directors, and Chief Technical and Business Development Officer of Vishay,
directly, beneficially, and as voting trustee under a voting trust agreement, has sole or shared voting power over 45.5% of the total voting power
of Vishay s outstanding shares of common stock and Class B common stock and intends to vote FOR all nominees and proposals.

According to filings made with the Securities and Exchange Commission, FMR Corp. and AXA Financial, Inc. each beneficially own greater
than 5% of Vishay s outstanding common stock. See Security Ownership of Certain Beneficial Owners and Management for more information.
Neither FMR Corp. nor AXA Financial, Inc. has indicated its intensions to Vishay regarding matters to be voted on at the annual meeting.

Who paid to send me these proxy materials?

Vishay is required to mail these materials to you, unless you consent to receive these materials electronically. You can receive Vishay s proxy
materials for future meetings electronically, which will save Vishay printing and mailing costs, by registering for this program at
www.icsdelivery.com/vsh or by contacting your broker.

The cost of solicitation of proxies will be borne by Vishay. The Board of Directors may use the services of Vishay s directors, officers and other
regular employees to solicit proxies personally or by telephone. Arrangements will be made with brokerage houses and other custodians,
nominees and fiduciaries to forward solicitation material to the beneficial owners of the shares held of record by such fiduciaries, and Vishay

will reimburse them for the reasonable expenses incurred by them in so doing.

4-
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GOVERNANCE OF THE COMPANY
What is corporate governance?
Corporate governance is the process by which companies govern themselves.

At Vishay, day-to-day business activities are carried out by our employees under the direction and supervision of our Chief Executive Officer
( CEO ). The Board of Directors oversees these activities. In doing so, each director is required to use his or her business judgment in the best
interests of Vishay and its stockholders. The Board s primary responsibilities include:

Review of Vishay s performance, strategies, and major decisions;

Oversight of Vishay s compliance with legal and regulatory requirements and the integrity of its financial statements;
Oversight of management, including review of the CEO s performance and succession planning for key management roles; and
Oversight of compensation for the CEO, key executives and the Board, as well as oversight of compensation policies and
programs for all employees.

Additional description of the Board s responsibilities is included in our Corporate Governance Principles document, which is available to
stockholders on our website and in print upon request, as described below.

Where can I find more information about the corporate governance practices of Vishay?
Various corporate governance related documents are available on our website. These include:

Corporate Governance Principles
Code of Business Conduct and Ethics

Code of Ethics Applicable to the Company s Chief Executive Officer, Chief Financial Officer, Principal Accounting
Officer or Controller and Financial Managers

Audit Committee Charter

Nominating and Corporate Governance Committee Charter

Compensation Committee Charter

Policy on Director Attendance at Annual Meetings

Nominating and Corporate Governance Committee Policy Regarding Qualification of Directors
Procedures for Securityholders Submissions of Nominating Recommendations

Securityholder Communications with Directors and Interested Party Communication with Non-Management
Directors

Whistleblower and Ethics Hotline Procedures.
To view these documents, access ir.Vishay.com and click on Corporate Governance. Any of these documents can be obtained in print by any
stockholder upon written request to Vishay s investor relations department.

We intend to post any amendments to, or any waivers from, a provision of our Code of Ethics Applicable to the Company s Chief Executive
Officer, Chief Financial Officer, Principal Accounting Officer or Controller and Financial Managers by posting such information on our
website.

-5-
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What is the composition of the Board of Directors?

Vishay has a staggered Board of Directors divided into three classes. The maximum number of directors has been fixed by the Board of
Directors at twelve. There are currently eleven members of the Board. As described in Proposal One, three directors will be elected to Class I
for a term expiring at the annual meeting of stockholders in 2010. Biographical information on each of the directors is included in Proposal One.

How does the Board determine which directors are considered independent?

The Board of Directors has determined that, to be considered independent, an outside director may not have a direct or indirect material
relationship with Vishay. A material relationship is one which impairs or inhibits, or has the potential to impair or inhibit, a director s exercise of
critical and disinterested judgment on behalf of Vishay and its stockholders. The materiality standard applied by the Board includes, but is not
limited to, the disqualifying relationships set forth in the governance listing standards of the New York Stock Exchange.

The Board is aware that Dr. Zandman, our Executive Chairman and Chief Technical and Business Development Officer, and his family have
approximately $1 million invested in funds managed by the CMS Companies, which are controlled by director Mark Solomon, an amount
constituting less than 1% of the total funds under management by these entities. The Board has affirmatively determined that this investment
does not constitute a material relationship of Mr. Solomon with Vishay and that there is no other relationship of the non-management directors
with Vishay or its management that constitutes a material relationship.

Accordingly, the Board has concluded that Zvi Grinfas, Eliyahu Hurvitz, Dr. Abraham Ludomirski, Wayne M. Rogers, Mark Solomon, and
Thomas Wertheimer qualify as independent directors. Each of the Audit Committee, the Nominating and Corporate Governance Committee,
and the Compensation Committee of the Board is composed entirely of independent directors.

How often did the Board meet during 2006?

The Board of Directors met five times during the year ended December 31, 2006. In 2006, each director attended at least 75% of the aggregate
number of meetings of the Board of Directors and any Committee on which such director served, except for Mr. Solomon who attended 60% of
meetings of the Board of Directors and those Committees on which he served. Information regarding Vishay s policy on director attendance at
annual meetings of stockholders and the number of directors attending last year s annual meeting may be found on our website at ir.Vishay.com.

The non-management directors also periodically meet in sessions where management directors are not present. The independent directors met
three times during the year ended December 31, 2006.

What is the role of the Board s Committees?

The Board of Directors maintains an Executive Committee, a Nominating and Corporate Governance Committee, an Audit Committee, and a
Compensation Committee, each of which is described below.

Executive Committee - The Executive Committee is authorized to exercise all functions of the Board of Directors in the intervals between
meetings of the Board to the extent permitted by Delaware law.

Nominating and Corporate Governance Committee - The functions of the Nominating and Corporate Governance Committee include identifying
individuals qualified to become members of the Board; selecting, or recommending that the Board of Directors select, the director nominees for
the next annual meeting of stockholders; developing and recommending to the Board a set of corporate governance principles for Vishay;
overseeing the evaluation of the Board and the management of Vishay; administering Vishay s Related Party Transactions Policy; and
performing other related functions specified in the Committee s charter. A copy of the Committee s charter is available to stockholders on our
website and in print upon request.

11
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The chairman of the Nominating and Corporate Governance Committee is designated under our Corporate Governance Principles to preside at
the executive sessions of the Board s non-management directors. The current chairman of the Committee is Mr. Hurvitz.

Audit Committee - The functions of the Audit Committee include overseeing Vishay s accounting and financial reporting processes; overseeing
the audits of our consolidated financial statements and management s assessment of the effectiveness of our internal control over financial
reporting; assisting the Board in its oversight of the integrity of our financial statements, our compliance with legal and regulatory requirements,
the independence and qualifications of our independent registered public accounting firm, and the performance of our internal audit function and
independent registered public accounting firm; and performing other related functions specified in the Committee s charter. A copy of the
Committee s charter is available to stockholders on our website and in print upon request. Also see Audit Committee Report.

The Audit Committee consists of three non-management directors, each of whom satisfies the independence requirements of the rules of the
Securities and Exchange Commission and the governance listing requirements of the New York Stock Exchange. All of the members of the
Committee also satisfy the financial literacy requirements of the New York Stock Exchange and Mr. Wertheimer, the chairman of the
Committee, qualifies as an audit committee financial expert satisfying the rules of the SEC.

Compensation Committee - The functions of the Compensation Committee include evaluating the performance of the Chief Executive Officer
and, based on this evaluation, determining and approving the compensation of the Chief Executive Officer; making recommendations to the
Board with respect to compensation of our other executive officers; making recommendations to the Board with respect to compensation of
non-management directors; making recommendations to the Board with respect to, and administering, our incentive compensation plans and
equity based plans; and performing other related functions specified in the Committee s charter. The Compensation Committee is authorized,
within the limits of the 1986 stock plans of Vishay and its subsidiary, Vishay Dale Electronics, Inc., to determine the individuals who are to
receive grants and the vesting requirements with respect to those grants, and to administer and interpret the stock plans. The Compensation
Committee is also authorized, within the limits of our stock option programs, to determine the individuals who are to receive grants and the
vesting requirements with respect to those grants and to administer and interpret the programs. A copy of the Committee s charter is available to
stockholders on our website and in print upon request. Also see Executive Compensation.

The following table summarizes the composition of these committees as of April 5, 2007:

Nominating and

Corporate

Executive Audit Governance Compensation

Committee Committee Committee Committee
Dr. Felix Zandman %
Eliyahu Hurvitz w3k R
Zvi Grinfas *
Dr. Abraham Ludomirski * *
Dr. Gerald Paul *
Wayne M. Rogers ) *
Ziv Shoshani &
Mark 1. Solomon # *
Thomas C. Wertheimer Ak
Marc Zandman *
Ruta Zandman
Number of Meetings during 2006 1 9 3 2
Actions by Unanimous Consent in Lieu of Meeting during
2006 1 0 0 0
**Chairman
*Member

(1) Mr. Philippe Gazeau was a member of the audit committee through March 15, 2007, when he resigned from the Board of Directors. Upon
Mr. Gazeau s resignation, Mr. Rogers was appointed to the audit committee.
-
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How does the Board select nominees for the Board?

In selecting candidates for nomination at the annual meeting of our stockholders, the Nominating and Corporate Governance Committee begins
by determining whether the incumbent directors whose terms expire at the meeting desire and are qualified to continue their service on the Board
of Directors. We are of the view that the repeated service of qualified incumbents promotes stability and continuity in the board room, giving us
the benefit of the familiarity and insight into our affairs that its directors have accumulated during their tenure and contributing to the Board s
ability to work as a collective body. Accordingly, it is the policy of the Committee, absent special circumstances, to nominate qualified
incumbent directors who continue to satisfy the Committee s criteria for membership on the Board of Directors, who the Committee believes will
continue to make important contributions to the Board, and who consent to stand for reelection and, if reelected, to continue their service on the
Board. If there are Board positions for which the Committee will not be re-nominating a qualified incumbent, the Committee will solicit
recommendations for nominees from persons who the Committee believes are likely to be familiar with qualified candidates, including members
of the Board and senior management.

The Committee may also engage a search firm to assist in identifying qualified candidates. Where such a search firm is engaged, the Committee
sets the fees and scope of engagement. The Committee will review and evaluate each candidate who it believes merits serious consideration,
taking into account all available information concerning the candidate, the qualifications for Board membership established by the Committee,
the existing composition and mix of talent and expertise on the Board and other factors that it deems relevant. In conducting its review and
evaluation, the Committee may solicit the views of management and other members of the Board and may, if deemed helpful, conduct
interviews of proposed candidates. The Committee will evaluate candidates recommended by stockholders in the same manner as candidates
recommended by other persons, except that the Committee may consider, as one of the factors in its evaluation of stockholder recommended
candidates, the size and duration of the interest of the recommending stockholder or stockholder group in the equity of Vishay.

What qualifications must a director have?

Under a policy formulated by our Nominating and Corporate Governance Committee, we generally require that all candidates for director be
persons of integrity and sound ethical character; be able to represent all stockholders fairly; have no interests that materially conflict with those
of Vishay and its stockholders; have demonstrated professional achievement; have meaningful management, advisory or policy making
experience; have a general appreciation of the major business issues facing Vishay; have adequate time to devote to serve on the Board of
Directors; and satisfy our retirement policy for directors. We also require that a majority of directors be independent; at least three of the
directors have the financial literacy necessary for service on the audit committee and at least one of these directors qualifies as an audit
committee financial expert; at least some of the independent directors have served as senior executives of public or substantial private
companies; and at least some of the independent directors have general familiarity with the major industries in which we operate. A detailed
description of the qualifications required of candidates for director, as well as the specific qualities or skills we believe should be possessed by
one or more directors, can be found on our website.

-8-
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Can I recommend a nomination for director?

Yes. The Nominating and Corporate Governance Committee will consider recommendations for director nominations submitted by stockholders
entitled to vote generally in the election of directors. Submissions must be made in accordance with the Committee s procedures, as outlined
below and set forth on our website. For each annual meeting of our stockholders, the Committee will accept for consideration only one
recommendation from any stockholder or affiliated group of stockholders. The Committee will only consider candidates who satisfy our
minimum qualifications for director, as summarized in this proxy statement and as set forth on our website. In considering a stockholder
recommendation, the Committee will take into account, among other factors, the size and duration of the recommending stockholder s ownership
interest in Vishay and whether the stockholder intends to continue holding that interest through the annual meeting date. Stockholders should be
aware, as discussed above, that it is our general policy to re-nominate qualified incumbent directors and that, absent special circumstances, the
Committee will not consider other candidates when a qualified incumbent director consents to stand for re-election.

A stockholder wishing to recommend to the Nominating and Corporate Governance Committee a candidate for election as director must submit
the recommendation in writing, addressed to the Committee care of our Corporate Secretary at our corporate headquarters, 63 Lancaster Avenue,
Malvern, PA 19355. Submissions must be made by mail, courier, or personal delivery. E-mailed submissions will not be considered.
Submissions recommending candidates for election at an annual meeting of stockholders must be received no later than 120 calendar days prior
to the first anniversary of the date of the proxy statement for the prior annual meeting of stockholders. In the event that the date of an annual
meeting of stockholders is more than 30 days following the first anniversary date of the annual meeting of stockholders for the prior year, the
submission must be made a reasonable time in advance of the mailing of our proxy statement for the current year. Each nominating
recommendation must be accompanied by the information called for by our Procedures for Security Holders Submission of Nominating
Recommendations, which is posted on our website. This includes specified information concerning the stockholder or group of stockholders
making the recommendation and the proposed nominee, any relationships between the recommending stockholder or stockholders and the
proposed nominee and the qualifications of the proposed nominee to serve as director. The recommendation must also be accompanied by the
consent of the proposed nominee to serve if nominated and elected and the agreement of the nominee to be contacted by the Committee, if the
Committee decides in its discretion to do so.

How do stockholders and others communicate with the Board?

Vishay stockholders may communicate with the Board of Directors, any Committee of the Board or any individual director, and any interested
party may communicate with the non-management directors of the Board as a group, by delivering such communications either in writing
addressed c/o Corporate Secretary at Vishay Intertechnology, Inc., 63 Lancaster Avenue, Malvern, PA 19355; or by e-mail to
boardofdirectors @ Vishay.com. Communications should not exceed 1000 words in length.

All communications must be accompanied by the following information: (i) if the person submitting the communication is a securityholder, a
statement of the type and amount of the securities of Vishay that the person holds; (ii) if the person submitting the communication is not a
securityholder and is submitting the communication to the non-management directors as an interested party, the nature of the person s interest in
Vishay; (iii) any special interest, meaning an interest not in the capacity as a stockholder of Vishay, of the person in the subject matter of the
communication; and (iv) the address, telephone number and e-mail address, if any, of the person submitting the communication.
Communications addressed to directors may, at the direction of the directors, be shared with Vishay management.

9-
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DIRECTOR COMPENSATION

Our non-employee directors each received a fee of $2,500 for each individual Board or Committee meeting attended in person, and $1,000 for
each Board or Committee meeting attended telephonically, during 2006. Concurrent with the annual meeting, each non-employee director
receives a retainer fee of $15,000 for serving on the Board of Directors. Directors who are also employees of Vishay do not receive any
additional compensation for their service as directors. See Executive Compensation.

The following table provides information with respect to the compensation paid or provided to the directors during 2006:

Fees Earned

or Paid in Stock

Name Cash Awards @ Total

Philippe Gazeau™” $ 34,000 $ 4415 $ 38,415
Zvi Grinfas 37,000 4,415 41,415
Eliyahu Hurvitz 27,500 27,500
Dr. Abraham Ludomirski 23,000 4,415 27,415
Wayne M. Rogers® 3,500 3,500
Mark I. Solomon 23,500 23,500
Thomas C. Wertheimer 37,000 37,000

@))] Mr. Gazeau resigned from the Board of Directors on March 15, 2007.
(2)  Mr. Rogers was appointed to the Board of Directors on August 8, 2006.

(3)  Messrs. Gazeau and Grinfas and Dr. Ludomirski received grants of restricted stock in September 2003. This restricted stock vested over
a three year period. The grant-date fair value of restricted stock awards is recognized over the vesting period. The amounts presented in
the table represent the dollar amount recognized as expense during 2006 for financial statement reporting purposes. These restricted
shares are now fully vested, and there are no other restricted shares held by directors. Dr. Ludomirski was not a member of the
Compensation Committee at the time of grant.

Directors did not receive any option awards, non-equity incentive compensation, pension, or other compensation in 2006. Directors did not

receive any new stock awards in 2006.

Mrs. Ruta Zandman is employed by Vishay as a public relations associate and accordingly receives no compensation for her service on the
Board of Directors. Mrs. Zandman s salary for 2006 was $25,000. Mrs. Zandman does not participate in any of Vishay s retirement or incentive
compensation programs.

-10-
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PROPOSAL ONE
ELECTION OF DIRECTORS
Three directors will be elected to Class I for a term expiring at the annual meeting of stockholders in 2010.

Dr. Felix Zandman, Zvi Grinfas, and Dr. Gerald Paul will be the nominees for election as Class I Directors for terms of three years, expiring at
the 2010 annual meeting of stockholders. Each of the nominees is currently a member of the Board and has consented to serve if elected.

There is a vacancy in the position of one Class I director due to the resignation of Philippe Gazeau on March 15, 2007. The Board of Directors
has not nominated a candidate to this position at the annual meeting, but may designate a director for the position at a later time.

If any nominee for director becomes unavailable for election, the proxies will be voted for such substitute nominee(s) as the Board of Directors
may propose. We have no reason to believe that any of the nominees will be unable or unwilling to serve if elected.

The following table summarizes the current directors:

Name Age Director Since Term Expiring

Nominees for Election as Class I

Directors

Dr. Felix Zandman (V@ 78 1962 2010
Zvi Grinfas 66 2003 2010
Dr. Gerald Paul 58 1993 2010

Because the Underlying Return is less than zero
and the Final Price is below the Downside
Threshold on the Final Valuation Date, the
Securities will be fully exposed to any decline in
the price of the Underlying Shares over the term
of the Securities. Therefore, the Payment at
Maturity is equal to $4.18 per $10.00 Principal
Amount of Securities, resulting in a total loss on
the Securities of 60.00%.

If the Final Price is below the Downside
Threshold on the Final Valuation Date, the
Securities will be fully exposed to any decline in
the Underlying Shares, and you will lose a
significant portion or all of your Principal
Amount at maturity.

11

16



Edgar Filing: VISHAY INTERTECHNOLOGY INC - Form DEF 14A

Scenario Analysis — Hypothetical Payment at
Maturity for each $10.00 Principal Amount of

Securities.

Performance of the

Underlying Shares

Final UnderlyingUpside
Gearing

Price Return

$130.00100%
$123.5090%
$117.0080%
$110.5070%
$104.0060%
$97.50 50%
$91.00 40%
$84.50 30%
$78.00 20%
$74.05 13.93%
$71.50 10%
$68.25 5%
$65.00 0%
$61.75 -5%
$58.50 -10%
$52.00 -20%
$51.35 -21%
$48.75 -25%
$45.50 -30%
$39.00 -40%
$32.50 -50%
$26.00 -60%
$19.50 -70%
$13.00 -80%
$6.50 -90%
$0.00 -100%

Performance of the Securities

3
3
3
3
3
3
3
3
3
3
3
3

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

Payment
at
Maturity

$14.18
$14.18
$14.18
$14.18
$14.18
$14.18
$14.18
$14.18
$14.18
$14.18
$13.00
$11.50
$10.00
$10.00
$10.00
$10.00
$7.90
$7.50
$7.00
$6.00
$5.00
$4.00
$3.00
$2.00
$1.00
$0.00

Return on
Securities
Purchased
at $10.00
(1
41.80%
41.80%
41.80%
41.80%
41.80%
41.80%
41.80%
41.80%
41.80%
41.80%
30.00%
15.00%
0.00%
0.00%
0.00%
0.00%
-21.00%
-25.00%
-30.00%
-40.00%
-50.00%
-60.00%
-70.00%
-80.00%
-90.00%
-100.00%

(1) This “Return on Securities” is the number,
expressed as a percentage, that results from
comparing the Payment at Maturity per $10
Principal Amount Security to the purchase price
of $10 per Security.

12
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What are the tax consequences of the
Securities?

Prospective investors should note that the
discussion under the section called “United
States Federal Taxation” in the accompanying
prospectus supplement does not apply to the
Securities issued under this pricing
supplement and is superseded by the following
discussion.

The following summary is a general discussion
of the principal U.S. federal income tax
consequences and certain estate tax

consequences of the ownership and disposition of
the Securities. This discussion applies only to
investors in the Securities who:

tpurchase the Securities in the original offering;
and

hold the Securities as capital assets within the
tmeaning of Section 1221 of the Internal
Revenue Code of 1986, as amended (the “Code”).

This discussion does not describe all of the tax
consequences that may be relevant to a holder in
light of the holder’s particular circumstances or to
holders subject to special rules, such as:

t certain financial institutions;
t insurance companies;

certain dealers and traders in securities or
commodities;

investors holding the Securities as part of a
“straddle,” wash sale, conversion transaction,
integrated transaction or constructive sale
transaction;

18
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U.S. Holders (as defined below) whose
functional currency is not the U.S. dollar;

partnerships or other entities classified as
tpartnerships for U.S. federal income tax

purposes;
t regulated investment companies;
t real estate investment trusts; or

tax-exempt entities, including “individual
tretirement accounts” or “Roth IRAs” as defined in
Section 408 or 408A of the Code, respectively.

In addition, we will not attempt to ascertain
whether the Energy Select Sector SPDR Fund is
treated as a “U.S. real property holding
corporation” (“USRPHC”) within the meaning of
Section 897 of the Code. If the Energy Select
Sector SPDR Fund were so treated, certain
adverse U.S. federal income tax consequences
might apply to a Non-U.S. Holder (as defined
below) upon the sale, exchange or settlement of
the Securities. You should refer to information
filed with the Securities and Exchange
Commission or other governmental authorities
by the Energy Select Sector SPDR Fund and
consult your tax adviser regarding the possible
consequences to you if the Energy Select Sector
SPDR Fund is or becomes a USRPHC

If an entity that is classified as a partnership for
U.S. federal income tax purposes holds the
Securities, the U.S. federal income tax treatment
of a partner will generally depend on the status of
the partner and the activities of the partnership. If
you are a partnership holding the Securities or a
partner in such a partnership, you should consult
your tax adviser as to the particular U.S. federal
tax consequences of holding and disposing of the
Securities to you.

As the law applicable to the U.S. federal income
taxation of instruments such as the Securities is
technical and complex, the discussion below
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necessarily represents only a general summary.
Moreover, the effect of any applicable state, local
or non-U.S. tax laws is not discussed, nor are any
alternative minimum tax consequences or
consequences resulting from the Medicare tax on
investment income.

This discussion is based on the Code,
administrative pronouncements, judicial
decisions and final, temporary and proposed
Treasury regulations, all as of the date of this
pricing supplement, changes to any of which
subsequent to the date hereof may affect the tax
consequences described herein. Persons
considering the purchase of the Securities should
consult their tax advisers with regard to the
application of the U.S. federal income tax laws to
their particular situations as well as any tax
consequences arising under the laws of any state,
local or non-U.S. taxing jurisdiction.

General

Although there is uncertainty regarding the U.S.
federal income tax consequences of an
investment in the Securities due to the lack of
governing authority, in the opinion of our
counsel, under current law, and based on current
market conditions, each Security should be
treated as a single financial contract that is an
“open transaction” for U.S. federal income tax
purposes.

Due to the absence of statutory, judicial or
administrative authorities that directly
address the treatment of the Securities or
instruments that are similar to the Securities
for U.S. federal income tax purposes, no
assurance can be given that the Internal
Revenue Service (the “IRS”) or a court will
agree with the tax treatment described herein.
Accordingly, you should consult your tax
adviser regarding all aspects of the U.S.
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federal tax consequences of an investment in
the Securities (including possible alternative
treatments of the Securities). Unless otherwise
stated, the following discussion is based on the
treatment of the Securities as described in the
previous paragraph.

Tax Consequences to U.S. Holders

13
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This section applies to you only if you are a U.S.
Holder. As used herein, the term “U.S. Holder”
means a beneficial owner of a Security that is, for
U.S. federal income tax purposes:

a citizen or individual resident of the United
States;

a corporation, or other entity taxable as a
corporation, created or organized in or under the
laws of the United States, any state thereof or
the District of Columbia; or

an estate or trust the income of which is subject
tto U.S. federal income taxation regardless of its
source.

Tax Treatment of the Securities

Assuming the treatment of the Securities as set
forth above is respected, the following U.S.
federal income tax consequences should result.

Tax Treatment Prior to Settlement. A U.S.
Holder should not be required to recognize
taxable income over the term of the Securities
prior to settlement, other than pursuant to a sale
or exchange as described below.

Tax Basis. A U.S. Holder’s tax basis in the
Securities should equal the amount paid by the
U.S. Holder to acquire the Securities.

Sale, Exchange or Settlement of the Securities.
Upon a sale, exchange or settlement of the
Securities, a U.S. Holder should recognize gain
or loss equal to the difference between the
amount realized on the sale, exchange or
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settlement and the U.S. Holder’s tax basis in the
Securities sold, exchanged or settled. Subject to
the discussion below concerning the potential
application of the “constructive ownership” rule
under Section 1260 of the Code, any gain or loss
recognized upon the sale, exchange or settlement
of the Securities should be long-term capital gain
or loss if the U.S. Holder has held the Securities
for more than one year at such time, and
short-term capital gain or loss otherwise.

Potential Application of the Constructive
Ownership Rule. Because the Securities are
linked to shares of an exchange-traded fund,
although the matter is not clear, there is a
substantial risk that an investment in the
Securities will be treated as a “constructive
ownership transaction” under Section 1260 of the
Code. If this treatment applies, all or a portion of
any long-term capital gain of the U.S. Holder in
respect of the Securities could be recharacterized
as ordinary income (the “Recharacterized Gain™),
in which case an interest charge will be imposed.
The amount of Recharacterized Gain (if any) that
would be treated as ordinary income in respect of
a Security will equal the excess of (i) any
long-term capital gain recognized by the U.S.
Holder in respect of a Security over (ii) the “net
underlying long-term capital gain” (as defined in
Section 1260 of the Code). Under Section 1260
of the Code, the amount of net underlying
long-term capital gain will be treated as zero
unless otherwise “established by clear and
convincing evidence.” As a result of the terms of
the Securities, such as the leveraged upside
payment, it is unclear how to calculate the
amount of Recharacterized Gain if an investment
in the Securities were treated as a constructive
ownership transaction. Due to the lack of
governing authority, our counsel is unable to
opine as to whether or how Section 1260 of the
Code applies to the Securities. U.S. Holders
should consult their tax advisers regarding the
potential application of the “constructive
ownership” rule.
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Possible Alternative Tax Treatments of an
Investment in the Securities

Due to the absence of authorities that directly
address the proper tax treatment of the Securities,
no assurance can be given that the IRS will
accept, or that a court will uphold, the treatment
described above. In particular, the IRS could
seek to analyze the U.S. federal income tax
consequences of owning the Securities under
Treasury regulations governing contingent
payment debt instruments (the “Contingent Debt
Regulations”). If the IRS were successful in
asserting that the Contingent Debt Regulations
applied to the Securities, the timing and character
of income thereon would be significantly
affected. Among other things, a U.S. Holder
would be required to accrue into income original
issue discount on the Securities every year at a
“comparable yield” determined at the time of their
issuance, adjusted upward or downward to reflect
the difference, if any, between the actual and the
projected amount of the contingent payment on
the Securities. Furthermore, any gain realized by
a U.S. Holder at maturity or upon a sale,
exchange or other disposition of the Securities
would generally be treated as ordinary income,
and any loss realized would be treated as
ordinary loss to the extent of the U.S. Holder’s
prior accruals of original issue discount and as
capital loss thereafter. The risk that financial
instruments providing for buffers, triggers or
similar downside protection features, such as the
Securities, would be recharacterized as debt is
greater than the risk of recharacterization for
comparable financial instruments that do not
have such features.

Other alternative federal income tax treatments
of the Securities are also possible, which, if
applied, could significantly affect the timing and
character of the income or loss with respect to
the Securities. In 2007, the U.S. Treasury
Department and 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
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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; and whether these instruments are or
should be subject to the “constructive ownership”
rule, as discussed above. 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

14
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investment in the Securities, possibly with
retroactive effect. U.S. Holders should consult
their tax advisers regarding the U.S. federal
income tax consequences of an investment in the
Securities, including possible alternative
treatments and the issues presented by this
notice.

Backup Withholding and Information
Reporting

Backup withholding may apply in respect of the
payment on the Securities at maturity and the
payment of proceeds from a sale, exchange or
other disposition of the Securities, unless a U.S.
Holder provides proof of an applicable
exemption or a correct taxpayer identification
number and otherwise complies with applicable
requirements of the backup withholding rules.
The amounts withheld under the backup
withholding rules are not an additional tax and
may be refunded, or credited against the U.S.
Holder’s U.S. federal income tax liability,
provided that the required information is timely
furnished to the IRS. In addition, information
returns may be filed with the IRS in connection
with the payment on the Securities and the
payment of proceeds from a sale, exchange or
other disposition of the Securities, unless the
U.S. Holder provides proof of an applicable
exemption from the information reporting rules.

Tax Consequences to Non-U.S. Holders

This section applies to you only if you are a
Non-U.S. Holder. As used herein, the term
“Non-U.S. Holder” means a beneficial owner of a
Security that is, for U.S. federal income tax
purposes:
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an individual who is classified as a nonresident
alien;

t a foreign corporation; or

t a foreign estate or trust.

The term “Non-U.S. Holder” does not include any
of the following holders:

a holder who is an individual present in the
United States for 183 days or more in the

ttaxable year of disposition and who is not
otherwise a resident of the United States for
U.S. federal income tax purposes;

certain former citizens or residents of the United
States; or

a holder for whom income or gain in respect of
the Securities is effectively connected with the
conduct of a trade or business in the United
States.

Such holders should consult their tax advisers
regarding the U.S. federal income tax
consequences of an investment in the Securities.

Tax Treatment upon Sale, Exchange or
Settlement of the Securities

In general. Assuming the treatment of the
Securities as set forth above is respected, and
subject to the discussions below concerning
backup withholding and the possible application
of Section 871(m) of the Code and the discussion
above concerning the possible application of
Section 897 of the Code, a Non-U.S. Holder of
the Securities generally will not be subject to
U.S. federal income or withholding tax in respect
of amounts paid to the Non-U.S. Holder.
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Subject to the discussions regarding the possible
application of Sections 871(m) and 897 of the
Code and FATCA, if all or any portion of a
Security were recharacterized as a debt
instrument, any payment made to a Non-U.S.
Holder with respect to the Securities would not
be subject to U.S. federal withholding tax,
provided that:

the Non-U.S. Holder does not own, directly or
by attribution, ten percent or more of the total
combined voting power of all classes of Morgan
Stanley stock entitled to vote;

the Non-U.S. Holder is not a controlled foreign
tcorporation related, directly or indirectly, to
Morgan Stanley through stock ownership;

the Non-U.S. Holder is not a bank receiving
tinterest under Section 881(c)(3)(A) of the Code,
and

the certification requirement described below
thas been fulfilled with respect to the beneficial
owner.

Certification Requirement. The certification
requirement referred to in the preceding
paragraph will be fulfilled if the beneficial owner
of a Security (or a financial institution holding a
Security on behalf of the beneficial owner)
furnishes to the applicable withholding agent an
IRS Form W-8BEN (or other appropriate form)
on which the beneficial owner certifies under
penalties of perjury that it is not a U.S. person.

In 2007, the U.S. Treasury Department and the
IRS released a notice requesting comments on
the U.S. federal income tax treatment of “prepaid
forward contracts” and similar instruments.
Among the issues addressed in the notice is the
degree, if any, to which any income with respect
to instruments such as the Securities should be
subject to U.S. withholding tax. It is possible that
any Treasury regulations or other guidance
promulgated after consideration of this issue
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could materially and adversely affect the
withholding tax consequences of ownership and
disposition of the Securities, possibly on a
retroactive basis. Non-U.S. Holders should note
that we currently do not intend to withhold on
any payment made with respect to the Securities
to Non-U.S.

15
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Holders (subject to compliance by such holders
with the certification requirement described
above and to the discussions regarding Sections
871(m) and 897 of the Code and FATCA).
However, in the event of a change of law or any
formal or informal guidance by the IRS, the U.S.
Treasury Department or Congress, we may
decide to withhold on payments made with
respect to the Securities to Non-U.S. Holders,
and we will not be required to pay any additional
amounts with respect to amounts withheld.
Accordingly, Non-U.S. Holders should consult
their tax advisers regarding all aspects of the U.S.
federal income tax consequences of an
investment in the Securities, including the
possible implications of the notice referred to
above.

Section 871(m) Withholding Tax on Dividend
Equivalents

Section 871(m) of the Code 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
regulations (a “Specified Security””). However,
pursuant to an IRS notice, Section 871(m) will
not apply to securities issued before January 1,
2019 that do not have a delta of one with respect
to any Underlying Security. Based on our
determination that the Securities do not have a
delta of one with respect to any Underlying
Security, our counsel is of the opinion that the
Securities should not be Specified Securities and,
therefore, should not be subject to Section
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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 Section 871(m) 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 Securities.

U.S. Federal Estate Tax

Individual Non-U.S. Holders and entities the
property of which is potentially includible in
such an individual’s gross estate for U.S. federal
estate tax purposes (for example, a trust funded
by such an individual and with respect to which
the individual has retained certain interests or
powers), should note that, absent an applicable
treaty exemption, the Securities may be treated as
U.S. situs property subject to U.S. federal estate
tax. Prospective investors that are non-U.S.
individuals, or are entities of the type described
above, should consult their tax advisers regarding
the U.S. federal estate tax consequences of an
investment in the Securities.

Backup Withholding and Information
Reporting

Information returns may be filed with the IRS in
connection with the payment on the Securities at
maturity as well as in connection with the
payment of proceeds from a sale, exchange or
other disposition of the Securities. A Non-U.S.
Holder may be subject to backup withholding in
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respect of amounts paid to the Non-U.S. Holder,
unless such Non-U.S. Holder complies with
certification procedures to establish that it is not
a U.S. person for U.S. federal income tax
purposes or otherwise establishes an exemption.
Compliance with the certification procedures
described above under “ Tax Treatment upon Sale,
Exchange or Settlement of the Securities —
Certification Requirement” will satisfy the
certification requirements necessary to avoid
backup withholding as well. The amount of any
backup withholding from a payment to a
Non-U.S. Holder will be allowed as a credit
against the Non-U.S. Holder’s U.S. federal
income tax liability and may entitle the Non-U.S.
Holder to a refund, provided that the required
information is timely furnished to the IRS.

FATCA

Legislation commonly referred to as “FATCA”
generally imposes a withholding tax of 30% on
payments to certain non-U.S. entities (including
financial intermediaries) with respect to certain
financial instruments, unless various U.S.
information reporting and due diligence
requirements have been satisfied. An
intergovernmental agreement between the United
States and the non-U.S. entity’s jurisdiction may
modify these requirements. FATCA generally
applies to certain financial instruments that are
treated as paying U.S.-source interest or other
U.S.-source “fixed or determinable annual or
periodical” income. If the Securities were
recharacterized as debt instruments, FATCA
would apply to any payment of amounts treated
as interest and, for dispositions after December
31, 2018, to payments of gross proceeds of the
disposition (including upon retirement) of the
Securities. If withholding applies to the
Securities, we will not be required to pay any
additional amounts with respect to amounts
withheld. Both U.S. and Non-U.S. Holders
should consult their tax advisers regarding the
potential application of FATCA to the Securities.
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The discussion in the preceding paragraphs
under “What Are the Tax Consequences of the
Securities,” insofar as it purports to describe
provisions of U.S. federal income tax laws or
legal conclusions with respect thereto,
constitutes the full opinion of Davis Polk &
Wardwell LLP regarding the material U.S.
federal income tax consequences of an
investment in the Securities.

16
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The Energy Select Sector SPDR® Fund

The Energy Select Sector SPDR® Fund, or XLE,
managed by the Select Sector SPDR Trust (the
“Trust”), is a unit investment trust registered under
the Investment Company Act of 1940 that holds

a portfolio of securities consisting of

substantially all of the common stocks, in
substantially the same weighting, as the Energy
Select Sector Index. A SPDR represents an
undivided ownership interest in XLE. XLE seeks
investment results that generally correspond to
the price and yield performance, before fees and
expenses, of the Energy Select Sector Index.
Information provided to or filed with the
Securities and Exchange Commission (the
“Commission”) by XLE pursuant to the Securities
Act of 1933 and the Investment Company Act of
1940 can be located by reference to Commission
file numbers 333-57791 and 811-08837,
respectively, through the Commission’s website at
www.sec.gov. In addition, information may be
obtained from other publicly available sources.
Neither the issuer nor the agent makes any
representation that any such publicly available
information regarding the Energy Select Sector
SPDR® Fund is accurate or complete.

The Energy Select Sector Index. The Energy
Select Sector Index is calculated and
disseminated by S&P and is designed to provide
an effective representation of the energy sector of
the S&P 500® Index. The Energy Select Sector
Index includes companies in the following
industries: (i) oil, gas and consumable fuels and
(ii) energy equipment and services. As of June
29, 2017, the Energy Select Sector Index
consisted of 34 component stocks. See “Energy
Select Sector Index” in the accompanying index
supplement.

We and/or our affiliates may presently or from
time to time engage in business with the Trust. In
the course of such business, we and/or our
affiliates may acquire non-public information
with respect to the Trust, and neither we nor any
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of our affiliates undertakes to disclose any such
information to you. In addition, one or more of
our affiliates may publish research reports with
respect to the Fund. The statements in the
preceding two sentences are not intended to
affect the rights of investors in the Securities
under the securities laws. As a purchaser of the
Securities, you should undertake an independent
investigation of the Trust as in your judgment is
appropriate to make an informed decision with
respect to an investment in the Securities.

“Standard & Poor®’, “S&FP, “S&P 560, “SPDR,
“Select Sector SPDR” and “Select Sector SPDRs” are
trademarks of Standard & Poor’s Financial
Services LLC (“S&P”), an affiliate of The
McGraw-Hill Companies, Inc. (“MGH”). The
Securities are not sponsored, endorsed, sold, or
promoted by S&P, MGH or the Trust. S&P,
MGH and the Trust make no representations or
warranties to the owners of the Securities or any
member of the public regarding the advisability
of investing in the Securities. S&P, MGH and the
Trust have no obligation or liability in
connection with the operation, marketing, trading
or sale of the Securities.

Energy Select Sector SPDR® Fund Historical
Information

The following table sets forth the published high
and low Closing Prices, as well as the
end-of-quarter Closing Prices, of the Energy
Select Sector SPDR® Fund for each quarter in
the period from January 1, 2013 through
September 24, 2018. The Closing Price of the
Energy Select Sector SPDR® Fund on September
24,2018 was $76.20. We obtained the
information in the table below from Bloomberg
Financial Markets, without independent
verification. The historical Closing Prices of the
Energy Select Sector SPDR® Fund should not be
taken as an indication of future performance, and
no assurance can be given as to the Closing Price
of the Energy Select Sector SPDR® Fund on the
Final Valuation Date.
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Quarter Quarter QuarterlyQuarterlyQuarterly
Begin End High ($) Low ($) Close ($)
1/1/2013 3/31/2013 79.99 72.86 79.32
4/1/2013 6/30/2013 83.28 74.09 78.36
7/1/2013 9/30/2013 85.30 78.83 82.88
10/1/201312/31/201388.51 81.87 88.51
1/1/2014 3/31/2014 89.06 81.89 89.06
4/1/2014 6/30/2014 101.29  88.45 100.10
7/1/2014 9/30/2014 100.58  90.62 90.62
10/1/201412/31/201488.77 73.36 79.16
1/1/2015 3/31/2015 82.29 72.86 77.58
4/1/2015 6/30/2015 82.94 74.64 75.16
17
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7/1/2015 9/30/2015 74.5459.2261.20
10/1/201512/31/201571.4058.78 60.55
1/1/2016 3/31/2016 63.7551.8061.92
4/1/2016 6/30/2016 69.5060.1868.24
7/1/2016 9/30/2016 71.8065.2770.61
10/1/201612/31/201677.8367.7775.32
1/1/2017 3/31/2017 76.1768.2469.90
4/1/2017 6/30/2017 70.9063.9564.92
7/1/2017 9/30/2017 68.4962.0068.48
10/1/201712/31/201772.6067.08 72.26
1/1/2018 3/31/2018 78.0366.0267.41
4/1/2018 6/30/2018 78.9166.0675.94
7/1/2018 9/24/2018*77.3771.9176.20

* Available information for the indicated period
includes data for less than the entire calendar
quarter, and, accordingly, the “Quarterly High,”
“Quarterly Low” and “Quarterly Close” data
indicated are for this shortened period only.

The graph below illustrates the performance of
the Energy Select Sector SPDR® Fund from
January 1, 2008 through September 24, 2018,
based on information from Bloomberg. Past
performance of the Energy Select Sector
SPDR® Fund is not indicative of the future
performance of the Energy Select Sector
SPDR® Fund.
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Additional Terms of the Securities
Some Definitions

We have defined some of the terms that we use
frequently in this pricing supplement below:

“Share Underlying Index” means the Energy
tSelect Sector Index, which is the index that the
Underlying Shares generally seek to track.

“Closing Price” means, subject to the provisions
set out under “Discontinuance of the Underlying
Shares and/or Share Underlying Index;
tAlteration of Method of Calculation” below, for
one Underlying Share (or one unit of any other
security for which a Closing Price must be
determined) on any Trading Day means:

if the Underlying Shares (or any such other
security) are listed on a national securities
exchange (other than The Nasdaq Stock Market
LLC (“Nasdaq”)), the last reported sale price,
regular way, of the principal trading session on
such day on the principal national securities
exchange registered under the Securities
Exchange Act of 1934, as amended (the
“Exchange Act”), on which the Underlying
Shares (or any such other security) are listed,

if the Underlying Shares (or any such other

0security) are securities of Nasdagq, the official
closing price published by Nasdaq on such day,
or

oif the Underlying Shares (or any such other
security) are not listed on any national
securities exchange but are included in the OTC
Bulletin Board Service (the “OTC Bulletin
Board”) operated by the Financial Industry
Regulatory Authority, Inc. (“FINRA”), the last
reported sale price of the principal trading
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session on the OTC Bulletin Board on such
day.

If the Underlying Shares (or any such other
security) are listed on any national securities
exchange but the last reported sale price or the
official closing price published by such
exchange, or by Nasdagq, as applicable, is not
available pursuant to the preceding sentence,
then the Closing Price for one Underlying Share
(or one unit of any such other security) on any
Trading Day will mean the last reported sale
price of the principal trading session on the
over-the-counter market as reported on Nasdaq
or the OTC Bulletin Board on such day. If a
Market Disruption Event (as defined below)
occurs with respect to the Underlying Shares (or
any such other security) or the last reported sale
price or the official closing price published by
Nasdagq, as applicable, for the Underlying Shares
(or any such other security) is not available
pursuant to either of the two preceding sentences,
then the Closing Price for any Trading Day will
be the mean, as determined by the Calculation
Agent, of the bid prices for the Underlying
Shares (or any such other security) for such
Trading Day obtained from as many recognized
dealers in such security, but not exceeding three,
as will make such bid prices available to the
Calculation Agent. Bids of Morgan Stanley &
Co. LLC (“*MS & Co.”) and its successors or any of
its affiliates may be included in the calculation of
such mean, but only to the extent that any such
bid is the highest of the bids obtained. If no bid
prices are provided from any third-party dealers,
the Closing Price will be determined by the
Calculation Agent in its sole and absolute
discretion (acting in good faith) taking into
account any information that it deems relevant.
The term “OTC Bulletin Board Service” will
include any successor service thereto, or, if
applicable, the OTC Reporting Facility operated
by FINRA. This definition of “Closing Price” is
subject to the provisions under “—Discontinuance of
the Underlying Shares and/or Share Underlying
Index; Alteration of Method of Calculation”
below.
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“Trading Day” means a day, as determined by the

Calculation Agent, on which trading is generally

conducted on the New York Stock Exchange
tLLC, Nasdaq, the Chicago Mercantile Exchange

and the Chicago Board of Options Exchange

and in the over-the-counter market for equity

securities in the United States.

t “Market Disruption Event” means:

(i) the occurrence or existence of any of:

(a) a suspension, absence or material limitation
of trading of the Underlying Shares on the
primary market for the Underlying Shares for
more than two hours of trading or during the
one-half hour period preceding the close of the
principal trading session in such market; or a
breakdown or failure in the price and trade
reporting systems of the primary market for the
Underlying Shares as a result of which the
reported trading prices for the Underlying Shares
during the last one-half hour preceding the close
of the principal trading session in such market
are materially inaccurate; or the suspension,
absence or material limitation of trading on the
primary market for trading in futures or options
contracts related to the Underlying Shares, if
available, during the one-half hour period
preceding the close of the principal trading
session in the applicable market, or

(b) the occurrence or existence of a suspension,
absence or material limitation of trading of
securities then constituting 20 percent or more of
the value of the Share Underlying Index on the
Relevant Exchanges for such securities for more
than two hours of trading or during the one-half
hour period preceding the close of the principal
trading session on such Relevant Exchanges, or

(c) the suspension, material limitation or absence
of trading on any major U.S. securities market
for trading in futures or options contracts related
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to the Share Underlying Index or the Underlying
Shares for more than two hours of trading or
during the one-half hour period preceding the
close of the principal trading session on such
market,

19
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In each case, as determined by the Calculation
Agent in its sole discretion; and

a determination by the Calculation Agent in
its sole discretion that any event described in
clause (i) above materially interfered with our

(ii) ability or the ability of any of our affiliates to
unwind or adjust all or a material portion of
the hedge position with respect to the
Securities.

For the purpose of determining whether a Market
Disruption Event exists at any time, if trading in
a security included in the Share Underlying
Index is materially suspended or materially
limited at that time, then the relevant percentage
contribution of that security to the level of the
Share Underlying Index shall be based on a
comparison of (x) the portion of the level of the
Share Underlying Index attributable to that
security relative to (y) the overall level of the
Share Underlying Index, in each case
immediately before that suspension or limitation.

For the purpose of determining whether a Market
Disruption Event has occurred: (1) a limitation
on the hours or number of days of trading will
not constitute a Market Disruption Event if it
results from an announced change in the regular
business hours of the Relevant Exchange or
market, (2) a decision to permanently discontinue
trading in the Underlying Shares or in the futures
or options contract related to the Share
Underlying Index or the Underlying Shares will
not constitute a Market Disruption Event, (3) a
suspension of trading in futures or options
contracts on the Share Underlying Index or the
Underlying Shares by the primary securities
market trading in such contracts by reason of (a)
a price change exceeding limits set by such
securities exchange or market, (b) an imbalance
of orders relating to such contracts or (c) a
disparity in bid and ask quotes relating to such
contracts will constitute a suspension, absence or
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material limitation of trading in futures or
options contracts related to the Share Underlying
Index or the Underlying Shares and (4) a
“suspension, absence or material limitation of
trading” on any Relevant Exchange or on the
primary market on which futures or options
contracts related to the Share Underlying Index
or the Underlying Shares are traded will not
include any time when such securities market is
itself closed for trading under ordinary
circumstances.

“Relevant Exchange” means the primary
exchange(s) or market(s) of trading for any

tsecurity (or any combination thereof) then
included in the Share Underlying Index or any
Successor Index.

Postponement of Final Valuation Date and
Maturity Date

If the scheduled Final Valuation Date is not a
Trading Day or if a Market Disruption Event
with respect to the Underlying Shares occurs on
the scheduled Final Valuation Date, the Final
Price will be determined on the immediately
succeeding Trading Day on which no Market
Disruption Event shall have occurred; provided
that the Final Price will not be determined on a
date later than the fifth scheduled Trading Day
after the scheduled Final Valuation Date, and if
such date is not a Trading Day or if there is a
Market Disruption Event on such date, the
Calculation Agent will determine the Closing
Price of an Underlying Share on such date as the
mean of the bid prices for an Underlying Share
for such date obtained from as many recognized
dealers in such security, but not exceeding three,
as will make such bid prices available to the
Calculation Agent. Bids of MS & Co. or any of
its affiliates may be included in the calculation of
such mean, but only to the extent that any such
bid is the highest of the bids obtained. If no bid
prices are provided from any third-party dealers,
the Closing Price will be determined by the
Calculation Agent in its sole and absolute
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discretion (acting in good faith) taking into
account any information that it deems relevant.

If the Final Valuation Date is postponed so that it
falls less than two business days prior to the
scheduled Maturity Date, the Maturity Date will
be the second business day following the Final
Valuation Date, as postponed.

Antidilution Adjustments for Securities linked
to Exchange-Traded Funds

If the Underlying Shares are subject to a stock
split or reverse stock split, then once such split
has become effective, the Adjustment Factor will
be adjusted to equal the product of the prior
Adjustment Factor and the number of shares
issued in such stock split or reverse stock split
with respect to one Underlying Share. No such
adjustment to the Adjustment Factor will be
required unless such adjustment would require a
change of at least 0.1% in the amount being
adjusted as then in effect. Any number so
adjusted will be rounded to the nearest one
hundred-thousandth with five one-millionths
being rounded upward.

Alternate Exchange Calculation in case of an
Event of Default

If an event of default with respect to the
Securities shall have occurred and be continuing,
the amount declared due and payable upon any
acceleration of the Securities (the “Acceleration
Amount”) will be an amount, determined by the
Calculation Agent in its sole discretion, that is
equal to the cost of having a Qualified Financial
Institution, of the kind and selected as described
below, expressly assume all our payment and
other obligations with respect to the Securities as
of that day and as if no default or acceleration
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had occurred, or to undertake other obligations
providing substantially equivalent economic
value to you with respect to the Securities. That
cost will equal:

the lowest amount that a Qualified Financial
olInstitution would charge to effect this
assumption or undertaking, plus

the reasonable expenses, including reasonable
attorneys’ fees, incurred by the holders of the
Securities in preparing any documentation

necessary for this assumption or undertaking.
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During the Default Quotation Period for the
Securities, which we describe below, the holders
of the Securities and/or we may request a
Qualified Financial Institution to provide a
quotation of the amount it would charge to effect
this assumption or undertaking. If either party
obtains a quotation, it must notify the other party
in writing of the quotation. The amount referred
to in the first bullet point above will equal the
lowest—or, if there is only one, the only—quotation
obtained, and as to which notice is so given,
during the Default Quotation Period. With
respect to any quotation, however, the party not
obtaining the quotation may object, on
reasonable and significant grounds, to the
assumption or undertaking by the Qualified
Financial Institution providing the quotation and
notify the other party in writing of those grounds
within two business days after the last day of the
Default Quotation Period, in which case that
quotation will be disregarded in determining the
Acceleration Amount.

Notwithstanding the foregoing, if a voluntary or
involuntary liquidation, bankruptcy or insolvency
of, or any analogous proceeding is filed with
respect to MSFL or Morgan Stanley, then
depending on applicable bankruptcy law, your
claim may be limited to an amount that could be
less than the Acceleration Amount.

If the maturity of the Securities is accelerated
because of an event of default as described
above, we shall, or shall cause the Calculation
Agent to, provide written notice to the Trustee at
its New York office, on which notice the Trustee
may conclusively rely, and to the Depositary of
the Acceleration Amount and the aggregate cash
amount due, if any, with respect to the Securities
as promptly as possible and in no event later than
two business days after the date of such
acceleration.
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Default Quotation Period

The Default Quotation Period is the period
beginning on the day the Acceleration Amount
first becomes due and ending on the third
business day after that day, unless:

Jho quotation of the kind referred to above is
obtained, or

every quotation of that kind obtained is
oobjected to within five business days after the
due date as described above.

If either of these two events occurs, the Default
Quotation Period will continue until the third
business day after the first business day on which
prompt notice of a quotation is given as
described above. If that quotation is objected to
as described above within five business days
after that first business day, however, the Default
Quotation Period will continue as described in
the prior sentence and this sentence.

In any event, if the Default Quotation Period and
the subsequent two business day objection period
have not ended before the Final Valuation Date,
then the Acceleration Amount will equal the
principal amount of the Securities.

Qualified Financial Institutions

For the purpose of determining the Acceleration
Amount at any time, a Qualified Financial
Institution must be a financial institution
organized under the laws of any jurisdiction in
the United States or Europe, which at that time
has outstanding debt obligations with a stated
maturity of one year or less from the date of issue
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and rated either:

A-2 or higher by Standard & Poor’s Ratings
Services or any successor, or any other

0 . .
comparable rating then used by that rating
agency, or

P-2 or higher by Moody’s Investors Service or
oany successor, or any other comparable rating
then used by that rating agency.

Discontinuance of the Underlying Shares
and/or Share Underlying Index; Alteration of
Method of Calculation

If trading in the Underlying Shares on every
applicable national securities exchange, on the
OTC Bulletin Board and in the over-the-counter
market is permanently discontinued or the Fund
is liquidated or otherwise terminated (a
“Discontinuance or Liquidation Event”), the
Closing Price of the Underlying Shares on the
Final Valuation Date or the date of acceleration
following the Discontinuance or Liquidation
Event will be determined by the Calculation
Agent and will be deemed to equal the product of
(i) the closing value of the Share Underlying
Index (or any Successor Index, as described
below) on such date (taking into account any
material changes in the method of calculating the
Share Underlying Index following such
Discontinuance or Liquidation Event) and (ii) a
fraction, the numerator of which is the Closing
Price of the Underlying Shares and the
denominator of which is the closing value of the
Share Underlying Index (or any Successor Index,
as described below), each determined as of the
last day prior to the occurrence of the
Discontinuance or Liquidation Event on which a
Closing Price of the Underlying Shares was
available.
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If, subsequent to a Discontinuance or Liquidation
Event, the index publisher of the Share
Underlying Index discontinues publication of the
Share Underlying Index and the index publisher
of the Share Underlying Index or another entity
(including MS & Co.) publishes a successor or
substitute index that MS & Co., as the
Calculation Agent, determines, in its sole
discretion, to be comparable to the discontinued
Share Underlying Index (such index being
referred to herein as a “Successor Index”), then any
subsequent Closing Price of the Underlying
Shares on any Trading Day following a
Discontinuance or Liquidation Event will be
determined by reference to the published value of
such Successor Index at the regular weekday
close of trading on such Trading

21
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Day, and, to the extent the value of the Successor
Index differs from the value of the Share
Underlying Index at the time of such substitution,
proportionate adjustments shall be made by the
Calculation Agent for purposes of calculating
payments on the Securities.

Upon any selection by the Calculation Agent of a
Successor Index, the Calculation Agent will
cause written notice thereof to be furnished to the
Trustee, to us and to the Depositary, as holder of
the Securities, within three business days of such
selection. We expect that such notice will be
made available to you, as a beneficial owner of
such Securities, in accordance with the standard
rules and procedures of the Depositary and its
direct and indirect participants.

If, subsequent to a Discontinuance or Liquidation
Event, the index publisher of the Share
Underlying Index discontinues publication of the
Share Underlying Index prior to, and such
discontinuance is continuing on the Final
Valuation Date and MS & Co., as the Calculation
Agent, determines, in its sole discretion, that no
Successor Index is available at such time, then
the Calculation Agent will determine the Closing
Price of the Underlying Shares for such date. The
Closing Price of the Underlying Shares will be
computed by the Calculation Agent in
accordance with the formula for calculating the
Share Underlying Index last in effect prior to
such discontinuance, using the Closing Price (or,
if trading in the relevant securities has been
materially suspended or materially limited, its
good faith estimate of the closing price that
would have prevailed but for such suspension or
limitation) at the close of the principal trading
session of the Relevant Exchange on such date of
each security most recently composing the Share
Underlying Index without any rebalancing or
substitution of such securities following such
discontinuance. Notwithstanding these
alternative arrangements, discontinuance of the
publication of the Share Underlying Index may
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adversely affect the value of the Securities.

Trustee

The “Trustee” for each offering of notes issued
under our Senior Debt Indenture, including the
Securities, will be The Bank of New York
Mellon, a New York banking corporation.

Agent

The “agent” is MS & Co.

Calculation Agent and Calculations

The “Calculation Agent” for the Securities will be
MS & Co. As Calculation Agent, MS & Co. will
determine, among other things, the Initial Price,
the Final Price, the Underlying Return and the
Payment at Maturity.

All determinations made by the Calculation
Agent will be at the sole discretion of the
Calculation Agent and will, in the absence of
manifest error, be conclusive for all purposes and
binding on you, the Trustee and us.

All calculations with respect to the Payment at
Maturity, if any, will be rounded to the nearest
one hundred-thousandth, with five one-millionths
rounded upward (e.g., .876545 would be rounded
to .87655); all dollar amounts related to
determination of the amount of cash payable per
Security will be rounded to the nearest
ten-thousandth, with five one
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hundred-thousandths rounded upward (e.g.,
76545 would be rounded up to .7655); and all
dollar amounts paid on the aggregate number of
Securities will be rounded to the nearest cent,
with one-half cent rounded upward.

Because the Calculation Agent is our affiliate,
the economic interests of the Calculation Agent
and its affiliates may be adverse to your interests,
as an owner of the Securities, including with
respect to certain determinations and judgments
that the Calculation Agent must make in
determining the Final Price or whether a Market
Disruption Event has occurred. See
“—Discontinuance of the Underlying Shares and/or
Share Underlying Index; Alteration of Method of
Calculation,” and the definition of Market
Disruption Event. MS & Co. is obligated to carry
out its duties and functions as Calculation Agent
in good faith and using its reasonable judgment.

Form of Securities

The Securities will be issued in the form of one
or more fully registered global securities which
will be deposited with, or on behalf of, the
Depositary and will be registered in the name of
a nominee of the Depositary. The Depositary’s
nominee will be the only registered holder of the
Securities. Your beneficial interest in the
Securities will be evidenced solely by entries on
the books of the securities intermediary acting on
your behalf as a direct or indirect participant in
the Depositary. In this pricing supplement, all
references to payments or notices to you will
mean payments or notices to the Depositary, as
the registered holder of the Securities, for
distribution to participants in accordance with the
Depositary’s procedures. For more information
regarding the Depositary and book entry notes,
please read “Form of Securities—The Depositary” in
the accompanying prospectus supplement and
“Securities Offered on a Global Basis Through the
Depositary” in the accompanying prospectus.
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Use of Proceeds and Hedging

The proceeds from the sale of the Securities will
be used by us for general corporate purposes. We
will receive, in aggregate, $10 per Security
issued, because, when we enter into hedging
transactions in order to meet our obligations
under the Securities, our hedging counterparty
will reimburse the cost of the Agent’s
commissions. The costs of the Securities borne
by you and described on page 2 above comprise
the Agent’s commissions and the cost of issuing,
structuring and hedging the Securities. See also
“Use of Proceeds” in the accompanying prospectus.

On or prior to the Trade Date, we hedged our
anticipated exposure in connection with the
Securities, by entering into hedging transactions
with our affiliates and/or third-party dealers. We
expect our hedging counterparties to have taken
positions in the Underlying Shares or the
constituent stocks of the Share Underlying Index
and in futures or options contracts on the
Underlying Shares, the Share Underlying Index
or the constituent stocks of the Share Underlying
Index. Such purchase activity could have
increased the Initial Price of the Underlying
Shares, and, therefore, could have increased the
Downside Threshold, which is the price at or
above which the Underlying Shares must close
on the Final Valuation Date so that you do not
suffer a significant loss on your initial investment
in the Securities. In addition, through our
affiliates, we are likely to modify our hedge
position throughout the term of the Securities,
including on the Final Valuation Date, by
purchasing and selling the Underlying Shares or
the constituent stocks of the Share Underlying
Index, futures or options contracts on the
Underlying Shares, the Share Underlying Index
or the constituent stocks of the Share Underlying
Index, as well as other instruments related to the
Underlying Shares or the Share Underlying Index
that we may wish to use in connection with such
hedging activities, including by purchasing or
selling any such securities or instruments on the
Final Valuation Date. As a result, these entities
may be unwinding or adjusting hedge positions
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during the term of the Securities, and the hedging
strategy may involve greater and more frequent
dynamic adjustments to the hedge as the Final
Valuation Date approaches. We cannot give any
assurance that our hedging activities will not
affect the price of the Underlying Shares, and,
therefore, adversely affect the value of the
Securities or the amount payable at maturity, if
any.

Benefit Plan Investor Considerations

Each fiduciary of a pension, profit-sharing or
other employee benefit plan subject to Title I of
the Employee Retirement Income Security Act of
1974, as amended (“ERISA”) (a “Plan”), should
consider the fiduciary standards of ERISA in the
context of the Plan’s particular circumstances
before authorizing an investment in the
Securities. 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
Securities 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 Securities 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
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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.

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 Securities. 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 Code Section 4975(d)(20)
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 provider” exemption). There can be no
assurance that any of these class or statutory
exemptions will be available with respect to
transactions involving the Securities.

Because we may be considered a party in interest
with respect to many Plans, the Securities 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
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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 Securities will be
deemed to have represented, in its corporate and
its fiduciary capacity, by its purchase and holding
of the Securities that either (a) it is not a Plan or a
Plan Asset Entity and is not purchasing such
Securities 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
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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 Securities 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
Securities on behalf of or with “plan assets” of any
Plan consult with their counsel regarding the
availability of exemptive relief.

The Securities are contractual financial
instruments. The financial exposure provided by
the Securities 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
Securities. The Securities 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
Securities.

Each purchaser or holder of any Securities
acknowledges and agrees that:

(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
Securities, (B) the purchaser or holder’s
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investment in the Securities, or (C) the
exercise of or failure to exercise any rights we
have under or with respect to the Securities;

we and our affiliates have acted and will act
solely for our own account in connection with
(i1) (A) all transactions relating to the Securities
and (B) all hedging transactions in connection
with our obligations under the Securities;

any and all assets and positions relating to
hedging transactions by us or our affiliates

(iii) are assets and positions of those entities and
are not assets and positions held for the
benefit of the purchaser or holder;

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

@iv)

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 Securities has
exclusive responsibility for ensuring that its
purchase, holding and disposition of the
Securities do not violate the prohibited
transaction rules of ERISA or the Code or any
Similar Law. The sale of any Securities 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 Securities
should consult and rely on their own counsel and
advisers as to whether an investment in these
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Securities 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 Securities 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
Securities by the account, plan or annuity.

Supplemental Plan of Distribution; Conflicts of
Interest

MS & Co. is the agent for this offering. We have
agreed to sell to MS & Co., and MS & Co. has
agreed to purchase, all of the Securities at the
issue price less the underwriting discount
indicated on the cover of this document. UBS
Financial Services Inc., acting as dealer, will
receive from MS & Co. a fixed sales commission
of $0.25 for each Security it sells.

MS & Co. is our affiliate 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 Securities.

MS & Co. will conduct this offering in

compliance with the requirements of Rule 5121

of the Financial Industry Regulatory Authority,

Inc. (“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.
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In order to facilitate the offering of the
Securities, the agent may engage in transactions
that stabilize, maintain or otherwise affect the
price of the Securities. Specifically, the agent
may sell more Securities than it is obligated to
purchase in connection with the offering,
creating a naked short position in the Securities,
for its own account. The agent must close out any
naked short position by purchasing the Securities
in the open market. A naked short position is
more likely to be created if the agent is
concerned that there may be downward pressure
on the price of the Securities in the open market
after pricing that could adversely affect investors
who purchase in the offering. As an additional
means of facilitating the offering, the agent may
bid for, and purchase, the Securities, the
Underlying Shares or the constituent stocks of
the Share Underlying Index in the open market to
stabilize the price of the Securities. Any of these
activities may raise or maintain the market price
of the Securities above
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independent market levels or prevent or retard a
decline in the market price of the Securities. The
agent is not required to engage in these activities,
and may end any of these activities at any time.
An affiliate of the agent has entered into a
hedging transaction with us in connection with
this offering of Securities. See “—Use of Proceeds
and Hedging” above.

Validity of the Securities

In the opinion of Davis Polk & Wardwell LLP,
as special counsel to MSFL and Morgan Stanley,
when the Securities offered by this pricing
supplement have been executed and issued by
MSFL, authenticated by the trustee pursuant to
the MSFL Senior Debt Indenture (as defined in
the accompanying prospectus) and delivered
against payment as contemplated herein, such
Securities will be valid and binding obligations
of MSFL and the related guarantee will be a
valid and binding obligation of Morgan Stanley,
enforceable in accordance with their terms,
subject to applicable bankruptcy, insolvency and
similar laws affecting creditors’ rights generally,
concepts of reasonableness and equitable
principles of general applicability (including,
without limitation, concepts of good faith, fair
dealing and the lack of bad faith), provided that
such counsel expresses no opinion as to (i) the
effect of fraudulent conveyance, fraudulent
transfer or similar provision of applicable law on
the conclusions expressed above and (ii) any
provision of the MSFL Senior Debt Indenture
that purports to avoid the effect of fraudulent
conveyance, fraudulent transfer or similar
provision of applicable law by limiting the
amount of Morgan Stanley’s obligation under the
related guarantee. This opinion is given as of the
date hereof and is limited to the laws of the State
of New York, the General Corporation Law of
the State of Delaware and the Delaware Limited
Liability Company Act. In addition, this opinion
is subject to customary assumptions about the
trustee’s authorization, execution and delivery of
the MSFL Senior Debt Indenture and its
authentication of the Securities and the validity,
binding nature and enforceability of the MSFL
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Senior Debt Indenture with respect to the trustee,
all as stated in the letter of such counsel dated
November 16, 2017, which is Exhibit 5-a to the
Registration Statement on Form S-3 filed by
Morgan Stanley on November 16, 2017.
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