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Barra, Inc. Common Stock, par value $0.0001 per share ( Common Stock )
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, 2004
Merger Proposal Your Vote Is Very Important

To the Stockholders of Barra, Inc.:

You are cordially invited to attend our special meeting of stockholders to be held on , , 2004 at 9:00 a.m. local time
at our offices, located at 2100 Milvia Street, Berkeley, California.

On April 5, 2004, we entered into a merger agreement with Morgan Stanley, pursuant to which Barra, Inc. will become a wholly-owned
subsidiary of Morgan Stanley. If the merger is completed, you will receive $41.00 in cash for each share of Barra, Inc. common stock you own.
At our special meeting of stockholders, we will ask you to, among other things, consider and vote on the approval and adoption of the merger
agreement and the merger.

After careful consideration, the board of directors unanimously approved the merger agreement and determined that the merger agreement
and the merger are fair and advisable to and in the best interests of Barra and our stockholders. Our board of directors unanimously
recommends that you vote FOR the proposal to approve and adopt the merger agreement and the merger.

Your vote is important. The merger cannot be completed unless stockholders holding a majority of the outstanding shares approve and
adopt the merger agreement and the merger. The completion of the merger is also subject to the satisfaction or waiver of other closing
conditions, including obtaining clearance from regulatory agencies. More information about the merger is contained in the accompanying proxy
statement. We encourage you to read the accompanying proxy statement in its entirety because it explains the proposed merger, the documents
related to the merger and other related matters.

Whether or not you plan to attend the special meeting, please take the time to submit a proxy by following the instructions on your proxy
card as soon as possible. If your shares are held in an account at a brokerage firm, bank or other nominee, you should instruct your broker, bank
or nominee how to vote in accordance with the voting instruction form furnished by your broker, bank or nominee. If you do not vote or do not
instruct your broker, bank or nominee how to vote, it will have the same effect as voting against the approval and adoption of the
merger agreement and the merger.

If you sign, date and send us your proxy but do not indicate how you want to vote, your proxy will be voted FOR the approval and
adoption of the merger agreement and the merger.

I enthusiastically support this transaction and join the other members of our board of directors in recommending that you vote for the
approval and adoption of the merger agreement and the merger.

Sincerely,

Andrew Rudd
Chairman of the Board of Directors

This proxy statement is dated , 2004 and is first being mailed to stockholders on or about , 2004.
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NOTICE OF SPECIAL MEETING OF STOCKHOLDERS

To Be Held , 2004

To the Stockholders of Barra, Inc.:

We will hold our special meeting of the stockholders of Barra, Inc. on s , 2004, at 9:00 a.m., local time, at our
offices, 2100 Milvia Street, Berkeley, California, to consider and vote on the following proposal:

1. To approve and adopt the Agreement and Plan of Merger, dated as of April 5, 2004, by and among Barra, Inc., a Delaware corporation,
Morgan Stanley, a Delaware corporation, and Morgan Stanley Risk Holdings, Inc., a Delaware corporation and a wholly-owned subsidiary of
Morgan Stanley.

Barra may also transact such other business as may properly come before the special meeting or any adjournments or postponements of the
special meeting.

Only stockholders of record at the close of business on , 2004, the record date for the special meeting, may vote at the special
meeting and any adjournments or postponements of the special meeting. A complete list of Barra stockholders of record entitled to vote at the
special meeting will be available for the 10 days before the special meeting at our executive offices and principal place of business for inspection
by stockholders during ordinary business hours for any purpose germane to the special meeting. Your vote is very important. Please submit
your proxy or voting instructions as soon as possible to make sure that your shares are represented and voted at the special meeting, whether or
not you plan to attend the special meeting.

Whether you attend the special meeting or not, you may revoke a proxy at any time before it is voted by filing with our corporate secretary a
duly executed revocation of proxy, by submitting a duly executed proxy to our corporate secretary with a later date or by appearing at the special
meeting and voting in person. You may revoke a proxy by any of these methods, regardless of the method used to deliver your previous proxy.
Attendance at the special meeting without voting will not itself revoke a proxy. If your shares are held in an account at a brokerage firm, bank or
other nominee, you must contact your broker, bank or nominee to revoke your proxy.

Barra stockholders who do not wish to accept the merger consideration for their shares and who do not vote in favor of the approval and
adoption of the merger agreement and the merger may dissent from the merger and may have appraisal rights for such shares, subject to the
requirements of Delaware law.

For more information about the merger described above and the other transactions contemplated by the merger agreement, please review the
accompanying proxy statement and the merger agreement attached to it as Annex A.

By Order of the Board of Directors,

Andrew Rudd
Chairman of the Board of Directors

Berkeley, California
, 2004

Table of Contents 5



Table of Contents

Edgar Filing: BARRA INC /CA - Form PREM14A

TABLE OF CONTENTS

QUESTIONS AND ANSWERS ABOUT THE MERGER
SUMMARY

The Companies

The Merger

Recommendation of the Board of Directors

The Special Meeting

Stockholders Entitled to Vote: Vote Required

Fairness Opinion of Financial Advisor

The Voting and Support Agreement

Interests of Our Directors and Executive Officers in the Merger
Delisting and Deregistration of Barra Common Stock
Litigation Related to the Merger

The Merger Agreement

Material United States Federal Income Tax Consequences
Regulatory Matters

Exchange Agent

Appraisal Rights

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING
STATEMENTS
THE BARRA SPECIAL MEETING

Date, Time and Place

Purpose of the Special Meeting

Recommendation of Our Board of Directors

Record Date: Stockholders Entitled to Vote: Quorum
Vote Required

Voting by Barra Directors and Executive Officers
Voting: Proxies

Adjournments: Other Business
Revocation of Proxies

Solicitation of Proxies

Appraisal Rights
Assistance

THE MERGER

General Description of the Merger

Background to the Merger

Recommendation of Our Board of Directors and Its Reasons for the
Merger

Opinion of Our Financial Advisor

Description of the Voting and Support Agreement

Amendment to the Rights Agreement

Interests of Barra Directors and Executive Officers in the Merger
Dividends

Regulatory Matters

Appraisal Rights

a

&
aq

(¢

[c RN BN B e Ne e e e Y T e

Soov©

11
12
12
12
12
12
12
13
13
13
13
14
14
14
15
15
15

25
28
32
33
33
35
35
36

Table of Contents



Table of Contents

Edgar Filing: BARRA INC /CA - Form PREM14A

Material United States Federal Income Tax Consequences
Delisting and Deregistration of Barra Common Stock
Litigation Related to the Merger
THE MERGER AGREEMENT
The Merger
Merger Consideration
Procedures for Payment of Merger Consideration
Transfers of Ownership and Lost Stock Certificates
Unclaimed Amounts
Representations and Warranties
Interim Operations of Barra
Employee Benefit Matters
Effect on Outstanding Stock Options and Restricted Stock
Stockholder Meeting
No Solicitation Covenant
Timing of Closing
Conditions to the Consummation of the Merger
Termination of the Merger Agreement
Termination Fee
Other Expenses
Indemnification and Insurance
Additional Covenants
Certain Additional Agreements
Amendment and Waiver
SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT
STOCKHOLDER PROPOSALS FOR 2004 ANNUAL MEETING
OTHER MATTERS
WHERE YOU CAN FIND MORE INFORMATION

ANNEXES

Annex A Agreement and Plan of Merger

Annex B Opinion of JPMorgan

Annex C Voting and Support Agreement

Annex D_Section 262 of the General Corporation Law of the State of

Delaware

Page

39
41
41
42
42
42
42
42
43
43
45
45
46
46
46
49
49
49
51
51
52
52
53
53

54
56
56
56

Table of Contents



Edgar Filing: BARRA INC /CA - Form PREM14A

Table of Contents

QUESTIONS AND ANSWERS ABOUT THE MERGER
Q: What matters will be voted on at the special meeting?
A: You will vote on the following proposal: to approve and adopt the merger agreement and the merger.

We have entered into a merger agreement with Morgan Stanley, a Delaware corporation, and its wholly-owned subsidiary, Morgan Stanley
Risk Holdings, Inc., a Delaware corporation. Under the merger agreement, Barra will merge with Morgan Stanley Risk Holdings, Inc. and
thereby become a wholly-owned subsidiary of Morgan Stanley. Holders of Barra common stock will be entitled to receive $41.00 per share
in cash upon consummation of the merger.

In order to complete the merger, our stockholders holding in excess of 50% of the outstanding common stock must vote to approve and
adopt the merger agreement and the merger. A special meeting of our stockholders will be held on , 2004 to obtain this
approval. This proxy statement contains important information about the merger and the special meeting, and you should read it carefully.
The enclosed voting materials allow you to vote your shares without attending the special meeting.

Q: As astockholder, what will I receive in the merger?

A: You will be entitled to receive $41.00 in cash for each share of Barra common stock that you own immediately prior to the effective time of
the merger unless you exercise and perfect your appraisal rights under Delaware law.

Q: Who can vote and attend the special meeting?

A: All stockholders of record as of the close of business on , 2004, the record date for the special meeting, are entitled to receive
notice of and to attend and vote at the special meeting, or any postponement or adjournment thereof. If you want to attend the special
meeting and your shares are held in an account at a brokerage firm, bank or other nominee, you must bring to the special meeting a proxy
from the record holder (your broker, bank or nominee) of the shares authorizing you to vote at the special meeting.

Q: What constitutes a quorum at the special meeting?

A: In order to constitute a quorum and to transact business at the special meeting, a majority of the outstanding shares of common stock on the
record date must be represented at the special meeting, either in person or by proxy. Shares represented by proxies that reflect abstentions
will be counted as shares that are present and entitled to vote for purposes of determining the presence of a quorum.

Q: What vote of our stockholders is required to approve and adopt the merger agreement and the merger?

A: For us to complete the merger, stockholders holding at least a majority of the shares of common stock outstanding at the close of business
on the record date must vote FOR the proposal to approve and adopt the merger agreement and the merger. Because the vote is based on the
number of shares outstanding rather than the number of votes cast, failure to vote your shares and abstentions will have the same effect as
voting against the approval and adoption of the merger agreement and the merger.

Q: How does our board of directors recommend that I vote?

A: Our board of directors unanimously recommends that our stockholders vote FOR the proposal to approve and adopt the merger agreement
and the merger.

Q: Why is our board of directors recommending that I vote in favor of the proposal to approve and adopt the merger agreement and
the merger?

A: After careful consideration, our board of directors unanimously approved the merger agreement and the merger, and unanimously
determined that the merger is fair and advisable to and in the best interests of Barra and our stockholders. In reaching its decision to approve
the merger agreement and the merger and to recommend the approval and adoption of the merger agreement and the merger by our
stockholders, the board of directors consulted with our management, as well as our legal and financial advisors, and

1
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considered the terms of the proposed merger agreement and the transactions contemplated by the merger agreement. Our board of directors
also considered each of the items set forth on pages 25 through 28 under The Merger Recommendation of Our Board of Directors and Its
Reasons for the Merger.

Q: How do I cast my vote?

A: If you were a holder of record on , 2004, you may vote in person at the special meeting or by submitting a proxy for the special
meeting. You can submit your proxy by completing, signing, dating and returning the enclosed proxy card in the accompanying
pre-addressed, postage paid envelope.

If you sign, date and send your proxy and do not indicate how you want to vote, your proxy will be voted FOR the approval and
adoption of the merger agreement and the merger.

Q: How do I cast my vote if my Barra shares are held in street name by my bank, broker or another nominee?

A: If you hold your shares in street name, which means your shares are held of record by a broker, bank or nominee, you must provide the
record holder of your shares with instructions on how to vote your shares in accordance with the voting directions provided by your broker,
bank or nominee. If you do not provide your broker, banker or nominee with instructions on how to vote your shares, it will not be
permitted to vote your shares. This will have the same effect as voting against the approval and adoption of the merger agreement
and the merger. Please refer to the voting instruction card used by your broker, bank or nominee to see if you may submit voting
instructions using the Internet or telephone.

Q: What will happen if I abstain from voting or fail to vote?

A: If you abstain from voting, fail to cast your vote in person or by proxy or fail to give voting instructions to your broker, bank or nominee, it
will have the same effect as a vote against approval and adoption of the merger agreement and the merger.

Q: Can I change my vote after I have delivered my proxy?

A: Yes. If you are a record holder, you can change your vote at any time before your proxy is voted at the special meeting by delivering a
later-dated, signed proxy card to the corporate secretary of Barra or attending the special meeting in person and voting. You also may
revoke your proxy by delivering a notice of revocation to the corporate secretary of Barra prior to the vote at the special meeting. If your
shares are held in street name, you must contact your broker, bank or nominee to revoke your proxy.

Q: What should I do if I receive more than one set of voting materials?

A. You may receive more than one set of voting materials, including multiple copies of this proxy statement and multiple proxy cards or voting
instruction cards. For example, if you hold your shares in more than one brokerage account, you will receive a separate voting instruction
card for each brokerage account in which you hold shares. If you are a holder of record and your shares are registered in more than one
name, you will receive more than one proxy card. Please complete, sign, date and return each proxy card and voting instruction card that
you receive.

Q: What if I object to the merger? Do I have appraisal rights?

A: Under the General Corporation Law of the State of Delaware, holders of Barra common stock who do not vote in favor of approving and
adopting the merger agreement will have the right to seek appraisal of the fair value of their shares as determined by the Delaware Court of
Chancery if the merger is completed, but only if they submit a written demand for an appraisal prior to the vote on the approval and
adoption of the merger agreement and the merger and they comply with the Delaware law procedures explained in this proxy statement. For
additional information about appraisal rights, see The Merger Appraisal Rights beginning on page 36.

2
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Q: Is the merger expected to be taxable to me?

A: Generally, yes. The receipt of $41.00 in cash for each share of our common stock pursuant to the merger will be a taxable transaction for
United States federal income tax purposes. For United States federal income tax purposes, generally you will recognize gain or loss as a
result of the merger measured by the difference, if any, between $41.00 per share and your adjusted tax basis in that share.

You should read The Merger Material United States Federal Income Tax Consequences beginning on page 39 for a more complete
discussion of the United States federal income tax consequences of the merger. Tax matters can be complicated, and the tax consequences of
the merger to you will depend on your particular tax situation. We urge you to consult your tax advisor on the tax consequences of the
merger to you.

Q: When and where is the special meeting of our stockholders?
A: The special meeting of stockholders will take place on , 2004, at our offices, located at 2100 Milvia Street, Berkeley, California.
Q: Should I send in my share certificates now?

A: No. Promptly after the merger is completed, each holder of record at the effective time of the merger will be sent written instructions for
exchanging your share certificates for your cash consideration. These instructions will tell you how and where to send in your certificates
for your cash consideration. You will receive your cash payment after the exchange agent receives your stock certificates and any other
documents requested in the instructions.

Q: When do you expect the merger to be completed?

A: We are working to complete the merger as quickly as possible. We currently expect to complete the merger by ,2004.
However, we cannot predict the exact timing of the merger because the merger is subject to the receipt of regulatory approvals and other
closing conditions. While we expect to obtain all required regulatory approvals, we cannot assure you that these regulatory approvals will be
obtained and, even if they are ultimately obtained, they might not be obtained for a substantial period of time following the approval and
adoption of the merger agreement and the merger at the special meeting.

Q: Who can help answer my questions?

A: If you have any questions about the merger or how to submit your proxy, or if you need additional copies of this proxy statement or the
enclosed proxy card, you should contact:

Barra, Inc.

2100 Milvia Street

Berkeley, CA 94704

(510) 649-4548

Attention: Jennifer Hinchman

E-mail: jennifer.hinchman@barra.com
or

D.F. King, Inc.

77 Water Street, 20th Floor
New York, NY 10005
(212) 269-5550

Attention: John Bibas
Email: jbibas@dfking.com

Table of Contents 10
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SUMMARY

This summary highlights selected information from this proxy statement and may not contain all the information about the merger that is
important to you. To understand the merger fully and for a more complete description of the legal terms of the merger, you should read carefully
this proxy statement in its entirety, including the annexes, and the other documents to which we have referred you.

The Companies

Barra, Inc.

Barra is a leading investment risk management company that provides innovative solutions to financial professionals worldwide. Our
products and services support the business-critical portfolio and enterprise-wide risk management needs of global investment professionals and
are designed to allow our clients to make strategic investment decisions with confidence. Our comprehensive risk management solutions have
set the industry standard for more than 25 years.

Our business is organized into two business units our core business, which accounted for 88% of revenues in our fiscal year ended
March 31, 2003, and our ventures business, which accounted for 12% of revenues in fiscal 2003. Our core business consists of developing,
marketing and supporting risk management products and services. Our ventures business consists of investments, joint ventures or significant
licensing arrangements that leverage the ideas and intellectual property of the core business.

We are a Delaware corporation quoted on The Nasdaq Stock Market under the symbol BARZ. Our principal executive offices are located at
2100 Milvia Street, Berkeley, California 94704, and our telephone number there is (510) 548-5442.

For additional information about Barra and its business, see Where You Can Find More Information beginning on page 56.

Morgan Stanley
Morgan Stanley is a global financial services firm that maintains leading market positions in each of the following business segments:

Institutional Securities, which engages in investment banking; sales, trading and market-making activities in equity and fixed income
securities and related products; and other activities, such as aircraft financing, principal investing and research; and which includes Morgan
Stanley Capital International Inc. ( MSCI ), a majority- owned subsidiary of Morgan Stanley and a leading provider of equity, fixed income
and hedge fund indices;

Individual Investor Group, which provides comprehensive planning and investment advisory services designed to accommodate individual
investment goals and risk profiles;

Investment Management, which provides global asset management products and services for individual and institutional investors and
engages in private equity activities; and

Credit Services, which includes Discover®-branded cards and other consumer finance products and services, merchant and cash access
networks, and in the U.K., Morgan Stanley-branded cards and personal loan products.

Morgan Stanley is a holding company that provides its products and services to a large and diversified group of clients and customers,
including corporations, governments, financial institutions and individuals, through its subsidiaries and affiliates. Morgan Stanley conducts its
business from its headquarters in New York City, its regional offices and branches throughout the U.S. and its principal offices in London,
Tokyo, Hong Kong and other world financial centers. Morgan Stanley was originally incorporated under the laws of the State of Delaware in
1981, and its predecessor companies date back to 1924.

Table of Contents 11
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Morgan Stanley s common stock is listed on the New York and Pacific stock exchanges under the ticker symbol MWD. Morgan Stanley s
principal executive offices are located at 1585 Broadway, New York, New York 10036, and its telephone number there is (212) 761-4000.

Morgan Stanley Risk Holdings, Inc.

Morgan Stanley Risk Holdings, Inc. ( Holdings ), a Delaware corporation and a wholly-owned subsidiary of Morgan Stanley, was formed in
2004 solely for the purpose of facilitating Morgan Stanley s acquisition of Barra. Holdings has not carried on any activities to date other than
those incident to its formation and the negotiation and execution of the merger agreement. Its principal executive offices are located at the same
address as Morgan Stanley s principal executive offices.

The Merger

Morgan Stanley has agreed to acquire Barra under the terms of the merger agreement that is described in this proxy statement and attached
as Annex A. We encourage you to read the merger agreement carefully and in its entirety. It is the principal document governing the merger.

Under the terms of the merger agreement, Holdings will merge with and into Barra, with Barra surviving as a wholly-owned subsidiary of
Morgan Stanley. Under the merger, each share of Barra common stock, par value $0.0001 per share, will be converted into the right to receive
$41.00 in cash (other than shares owned by Barra and Morgan Stanley and their respective subsidiaries, which shall be cancelled, and shares
with respect to which the holder has properly demanded appraisal rights, which we collectively refer to as the unconverted shares ; provided that
shares held by Morgan Stanley or any of its subsidiaries in connection with any market making or proprietary trading activity or for the account
of its clients, customers or other persons are deemed not to be unconverted shares ).

Upon consummation of the merger, each share of Barra common stock outstanding immediately prior to the merger, other than the
unconverted shares, shall cease to be outstanding and shall be cancelled and shall cease to exist, and each holder of a certificate or certificates
which immediately prior to the merger represented shares of Barra common stock shall cease to have any rights with respect to such shares of
Barra common stock. Each certificate representing Barra shares shall thereafter represent the right to receive $41.00 in cash for each such share.
Upon consummation of the merger, each dissenting stockholder will no longer have any rights as a stockholder of Barra with respect to his or
her shares, except for the right to receive payment of the judicially-determined fair value of his or her shares under Delaware law if the
stockholder has validly perfected and not withdrawn this right. For additional information about appraisal rights, see The Merger Appraisal
Rights beginning on page 36.

All outstanding unvested options to purchase shares of Barra common stock will be accelerated and become fully exercisable and vested, so
that those options may be exercised in full during the period beginning ten business days prior to the closing date of the merger and ending on
the closing date. Upon consummation of the merger, all unexercised options to purchase shares of Barra common stock will be cancelled and
converted into the right to receive $41.00 in cash, less the exercise price for each share underlying the options. Options with an exercise price
per share greater than $41.00 will be cancelled upon the closing without payment of any consideration.

Immediately prior to the consummation of the merger, all outstanding shares of restricted Barra common stock shall become fully vested
and cease to be subject to any risk of forfeiture or restriction on transferability.

Table of Contents 12
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Recommendation of the Board of Directors (page 25)

On April 5, 2004, after careful consideration of the factors described in the section The Merger Recommendation of Our Board of Directors
and Its Reasons for the Merger, our board of directors unanimously:

determined that it was advisable for Barra to enter into the merger agreement and that the merger agreement and the transactions
contemplated by the merger agreement were fair and advisable to and in the best interests of Barra and its stockholders;

approved an amendment to Barra s stockholder rights agreement to exempt the transactions contemplated by the merger agreement;
approved and adopted the merger agreement and the merger; and

determined to recommend to Barra stockholders that they vote for the approval and adoption of the merger agreement and the merger.

To review the background and reasons for the merger in greater detail, see pages 15 through 28.

The Special Meeting (page 12)

The special meeting of our stockholders will be held at our offices, located at 2100 Milvia Street, Berkeley, California, at 9:00 a.m., local
time, on , , 2004. At the special meeting, you will be asked to vote to approve and adopt the merger agreement and the
merger.

Stockholders Entitled to Vote; Vote Required (page 12)

You may vote at the special meeting if you owned Barra common stock at the close of business on , 2004, the record date for
the special meeting. On that date, there were shares of Barra common stock outstanding and entitled to vote. You may cast one vote
for each share of Barra common stock that you owned on that date. Approval and adoption of the merger agreement and the merger requires the
affirmative vote of the holders of a majority of the outstanding shares of Barra common stock entitled to vote at the special meeting.

Fairness Opinion of Financial Advisor (page 28)

On April 5, 2004, JPMorgan (as defined in the section entitled The Merger Background to the Merger ), financial advisor to Barra, delivered
its oral opinion to our board of directors, subsequently confirmed in writing, that, as of that date, and based upon and subject to the
considerations described in its written opinion, the cash consideration of $41.00 per share to be paid under the merger agreement was fair from a
financial point of view to the holders of Barra common stock (except that the opinion excluded those shares held by Morgan Stanley or any of its
subsidiaries in connection with any market making or proprietary trading activity).

The full text of the written opinion of JPMorgan is attached as Annex B to this proxy statement. We encourage you to read this opinion
carefully in its entirety for a description of the procedures followed, assumptions made, matters considered and limitations on the
review undertaken. The opinion was directed to our board of directors and does not constitute a recommendation by JPMorgan to any
stockholder as to any matter relating to the merger.

The Voting and Support Agreement (page 32)

As a condition to its entering into the merger agreement, Morgan Stanley required our chief executive officer, Kamal Duggirala, and the
chairman of our board of directors, Dr. Andrew Rudd, to enter into a voting and support agreement under which they have agreed to vote all of
their shares of common stock in favor of approval and adoption of the merger agreement and the merger and related matters, and against any
competing transaction or proposal or any proposal or transaction that could reasonably be expected to prevent

6
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or impede the completion of the merger. The voting and support agreement terminates upon any termination of the merger agreement. As of the
record date, the parties to the voting and support agreement held an aggregate of 3,881,393 shares of Barra common stock, representing
approximately 20.4% of the votes eligible to be cast at the special meeting. The voting and support agreement is attached as Annex C to this
proxy statement.

Interests of Our Directors and Executive Officers in the Merger (page 33)

Members of our board of directors and our executive officers may have interests in the merger that differ from, or are in addition to, those of
other stockholders. For example:

each vested option to purchase Barra common stock, including options held by our directors and executive officers, will cease to represent
the right to acquire Barra common stock and will, at the time the merger is consummated, be converted into the right to receive an amount
in cash equal to $41.00, less the exercise price for each share of Barra stock underlying the option;

each unvested option to purchase Barra common stock, including unvested options held by our directors and executive officers, will be
accelerated so that these options will be fully vested ten business days prior to the consummation of the merger;

all outstanding shares of restricted Barra common stock shall become fully vested and cease to be subject to any risk of forfeiture or
restriction on transferability immediately prior to the consummation of the merger;

our executive officers may be entitled to severance benefits if their employment is terminated without cause or if the executive officer
quits for good reason within 12 months following the consummation of the merger;

Morgan Stanley has agreed, upon consummation of the merger, to pay, or cause the surviving corporation to pay, to Dr. Rudd a lump sum
amount in cash of $240,000 in settlement of any obligation Barra has to Dr. Rudd and his spouse to continue to provide to Dr. Rudd and
his spouse medical and dental plan coverage; and

our current and former directors and officers will continue to be indemnified for six years after the completion of the merger and will have
the benefit of directors and officers liability insurance for six years after completion of the merger.
Delisting and Deregistration of Barra Common Stock (page 41)

If the merger is completed, Barra common stock will no longer be listed on the Nasdaq National Market and will be deregistered under the
Securities Exchange Act of 1934.

Litigation Related to the Merger (page 41)

On April 8, 2004, a purported stockholder class action lawsuit was filed in Superior Court of the State of California, County of Alameda,
alleging that Barra and each of our directors breached, and MSCI aided the other defendants breaches of, their fiduciary duties of loyalty, due
care, independence, good faith and fair dealing owed to the public stockholders of Barra in connection with the merger. The plaintiff seeks to
enjoin Barra from proceeding with the proposed merger with Morgan Stanley and Holdings. We believe that this lawsuit is meritless and we
intend to vigorously defend against the allegations in the complaint.
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The Merger Agreement

Conditions to the Completion of the Merger (page 49)
Each of Morgan Stanley s and Barra s obligation to complete the merger is subject to the satisfaction or waiver of a number of conditions,
including the following:

the merger agreement shall have been approved and adopted by our stockholders in accordance with Delaware law;
the absence of any law, regulation or judgment, injunction, order or decree that prohibits the consummation of the merger;

the expiration or termination of the applicable waiting period under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as
amended (the HSR Act ), and the receipt of any other required antitrust approvals;

the absence of breaches of representations and warranties of the other party to the merger agreement (without regard to any qualification as
to materiality contained in any such representation or warranty), except where the breaches would not reasonably be expected to have a
material adverse effect on the representing party, either individually or in the aggregate;

the material performance of the other party s obligations under the merger agreement; and

in the case of the obligations of Morgan Stanley and Holdings to complete the merger, the absence of any action or proceeding by any
government authority or agency challenging or seeking to make illegal, delay or otherwise restrain or prohibit the merger, or seeking to
restrain or prohibit Morgan Stanley s ownership or operation of all or any portion of the business or assets of Morgan Stanley and its
subsidiaries, taken as a whole, or Barra and its subsidiaries, taken as a whole, which could reasonably be expected to have a material
adverse effect on Barra.

Where legally permissible, a party may waive a condition to its obligation to complete the merger even though that condition has not been
satisfied.

No Solicitation Covenant (page 46)

The merger agreement contains restrictions on our ability to solicit, engage in discussions or negotiations with, furnish non-public
information to, or enter into an agreement with, a third party with respect to a proposal to acquire all of, or any significant interest in, Barra.
Despite these restrictions, the merger agreement provides that under specified circumstances, if we receive an unsolicited acquisition proposal
from a third party that our board of directors determines in good faith after consultation with financial advisors is, or would reasonably be
expected to lead to a proposal that is, superior to the Morgan Stanley transaction, and if our board of directors determines in good faith after
consultation with outside legal advisors that the failure to do so would be reasonably likely to result in a breach of its fiduciary duties to our
stockholders, we may furnish non-public information to that third party, engage in negotiations with that third party regarding an acquisition
proposal, and our board of directors may determine not to make or withdraw or modify in a manner adverse to Morgan Stanley its
recommendation to our stockholders.

Termination of the Merger Agreement (page 49)

The merger agreement may be terminated at any time before the effective time of the merger, whether before or after approval and adoption
of the merger agreement and the merger by our stockholders:

by mutual written agreement of Barra and Morgan Stanley;

by Barra or Morgan Stanley, if the merger is not consummated by October 15, 2004, provided that neither party may terminate the merger
agreement for this reason if the failure to consummate the merger by such date is due to a breach by such party of a provision of the
merger agreement;

8
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by Barra or Morgan Stanley, if our stockholders fail to approve and adopt the merger agreement and the merger at the special meeting or at
any adjournment or postponement thereof;

by Barra or Morgan Stanley, if a court or governmental authority or law permanently restrains, enjoins or otherwise prohibits completion
of the merger;

by Barra or Morgan Stanley, if the other party breaches any representation or warranty or fails to perform any covenant or agreement in the
merger agreement and such breach or failure would result in a failure to satisfy the closing condition relating to compliance with its
obligations or the truth of its representations and warranties, and such condition is incapable of being satisfied by October 15, 2004;

by Barra, if, prior to our stockholders approval of the merger agreement, we receive a superior proposal from a third party and our board of
directors has determined in good faith, after consultation with outside counsel, that failure to accept the superior proposal would constitute

a breach of its fiduciary duties, subject to certain conditions (including without limitation that we have provided Morgan Stanley notice

and three business days to make a binding offer that our board of directors determines in good faith is at least as favorable to our
stockholders and Morgan Stanley has failed to do so) and payment of the termination fee described below;

by Morgan Stanley, if, at any time prior to the special meeting or any adjournment or postponement thereof, our board of directors (a) fails
to make, withdraws or adversely modifies its recommendation of the merger agreement or the merger or (b) approves, recommends or
endorses an acquisition proposal from a third party; or

by Morgan Stanley if we willfully and materially breach our no solicitation covenant or our obligation to use our reasonable best efforts to
hold a stockholder meeting.
Termination Fee and Other Expenses (page 51)

Under certain circumstances, Barra may be required to reimburse Morgan Stanley for up to $2.5 million of its expenses incurred in
connection with the merger agreement. If the merger agreement is terminated in specified circumstances, Barra may be required to pay a
termination fee of $26,533,000 to Morgan Stanley, less expenses reimbursed by Barra to Morgan Stanley.

Effect on Outstanding Stock Options and Shares of Restricted Stock (page 46)

All outstanding unvested options to purchase shares of Barra common stock will be accelerated and become fully exercisable and vested, so
that those options may be exercised in full during the period beginning ten business days prior to the closing date of the merger and ending on
the closing date. Upon consummation of the merger, all unexercised options to purchase shares of Barra common stock will be cancelled and
converted into the right to receive $41.00 in cash, less the exercise price for each share underlying the options. Options with an exercise price
per share greater than $41.00 will be cancelled upon the closing without payment of any consideration.

Immediately prior to the consummation of the merger, all outstanding shares of restricted Barra common stock shall become fully vested
and cease to be subject to any risk of forfeiture or restriction on transferability.

Material United States Federal Income Tax Consequences (page 39)

The receipt of $41.00 in cash for each share of our common stock pursuant to the merger will be a taxable transaction for United States
federal income tax purposes. For United States federal income tax purposes, generally you will recognize gain or loss as a result of the merger
measured by the difference, if any, between $41.00 per share and your adjusted tax basis in that share.

You should read The Merger Material United States Federal Income Tax Consequences beginning on page 39 for a more complete
discussion of the federal income tax consequences of the merger. Tax matters can be complicated, and the tax consequences of the merger to you
will depend on your particular tax situation. We urge you to consult your tax advisor on the tax consequences of the merger to you.
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Regulatory Matters (page 35)

Under the HSR Act, we cannot complete the merger until both parties have notified the Antitrust Division of the U.S. Department of Justice
and the U.S. Federal Trade Commission of the merger, furnished them with certain information and materials and allowed the applicable waiting
period to terminate or expire. Barra and Morgan Stanley filed notification and report forms under the HSR Act with the FTC and the Department
of Justice on April 16, 2004. The initial waiting period under the HSR Act will expire on the 30th day following the filing, unless early
termination of the waiting period is granted or the Department of Justice or the FTC requests additional information before that time.

We are also required to obtain additional regulatory approvals from or make additional regulatory notifications to various state and foreign
authorities, including but not limited to Germany, Ireland, Japan and Brazil. While we expect to obtain all required regulatory approvals, we
cannot assure you that these regulatory approvals will be obtained or that the granting of these regulatory approvals will not involve the
imposition of conditions on the completion of the merger or require changes to the terms of the merger. These conditions or changes could result
in the conditions to the merger not being satisfied.

Exchange Agent (page 42)

or another comparable institution will act as the exchange agent in connection with the merger.

Appraisal Rights (page 36)

Under Delaware law, stockholders who do not wish to accept the $41.00 per share cash consideration payable pursuant to the merger may
seek, under Section 262 of the General Corporation Law of the State of Delaware, judicial appraisal of the fair value of their shares by the
Delaware Court of Chancery. This value could be more than, less than or equal to the merger consideration of $41.00 per share. This right to
appraisal is subject to a number of restrictions and technical requirements. Generally, in order to properly demand appraisal, among other things:

you must not vote in favor of the proposal to approve and adopt the merger agreement and the merger;

you must make a written demand on us for appraisal in compliance with the General Corporation Law of the State of Delaware before the
vote on the proposal to approve and adopt the merger agreement and the merger occurs at the special meeting; and

you must hold your shares of record continuously from the time of making a written demand for appraisal through the effective time of the

merger. A stockholder who is the record holder of shares of common stock of Barra on the date the written demand for appraisal is made,

but who thereafter transfers those shares prior to the effective time of the merger, will lose any right to appraisal for those shares.

Merely voting against the merger agreement will not preserve your right to appraisal under Delaware law. Also, because a submitted proxy

not marked against or abstain will be voted FOR the proposal to approve and adopt the merger agreement and the merger, the submission of a
proxy not marked against or abstain will result in the waiver of appraisal rights. If you hold shares in the name of a broker, bank or other
nominee, you must instruct your nominee to take the steps necessary to enable you to demand appraisal for your shares. If you or your nominee
fails to follow all of the steps required by Section 262 of the General Corporation Law of the State of Delaware, you will lose your right of
appraisal. See the Section entitled The Merger Appraisal Rights on page 36 for a description of the procedures that you must follow in order to
exercise your appraisal rights.

Annex D to this proxy statement contains the full text Section 262 of the General Corporation Law of the State of Delaware, which relates
to your right of appraisal. We encourage you to read these provisions carefully and in their entirety.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This proxy statement contains forward-looking statements within the meaning of the safe harbor provisions of the Private Securities
Litigation Reform Act of 1995. Words such as estimate,  project, intend, anticipate, believe, will, may, should, would, and simila
intended to identify forward-looking statements. These statements are based on the current expectations and beliefs of our management and are
subject to a number of factors and uncertainties that could cause actual results to differ materially from those described in the forward-looking
statements. These statements are not guarantees of future performance, involve certain risks, uncertainties and assumptions that are difficult to
predict, and are based upon assumptions as to future events that may not prove accurate. Therefore, actual outcomes and results may differ
materially from what is expressed in the forward-looking statement.

In any forward-looking statement in which we express an expectation or belief as to future results, that expectation or belief is expressed in
good faith and believed to have a reasonable basis, but there can be no assurance that the statement or expectation or belief will result or be
achieved or accomplished. Risks and uncertainties pertaining to the following factors, among others, could cause actual results to differ
materially from those described in the forward-looking statements:

Barra s ability to obtain the stockholder and regulatory approvals required for the merger;

the timing of the closing of the merger and receipt by stockholders of the merger consideration;

whether or not the conditions to the completion of the transaction are satisfied, the possibility that the transaction will not close;
variability of revenue streams;

disruption of operations or increases in expenses caused by civil or political unrest or other catastrophic events;

risks associated with product development and technological changes, general economic conditions as well as conditions in the asset
management and financial services industries;

the continued employment of key personnel, the retention of key data vendors and risks associated with business combinations,
government regulation and competition; and

other risks related to our business that are described in our public filings (see Where You Can Find More Information beginning on
page 56).
These and other important factors are detailed in various Securities and Exchange Commission filings made periodically by Barra,
particularly its latest report on Form 10-K and subsequent reports on Form 10-Q, copies of which are available from Barra without charge or
online at http://www.barra.com. Please review such filings and do not place undue reliance on these forward-looking statements.

You should consider the cautionary statements contained or referred to in this section in connection with any subsequent written or oral
forward-looking statements that may be issued by us or persons acting on our behalf. We do not undertake any obligation to release publicly any
revisions to any forward-looking statements contained herein to reflect events or circumstances that occur after the date of this proxy statement
or to reflect the occurrence of unanticipated events.
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THE BARRA SPECIAL MEETING

We are furnishing this proxy statement to our stockholders as part of the solicitation of proxies by our board of directors for use at the
special meeting.

Date, Time and Place

We will hold the special meeting on s , 2004, at 9:00 a.m., local time, at our offices, located at 2100 Milvia Street,
Berkeley, California.

Purpose of the Special Meeting

At the special meeting, we are asking holders of record of Barra common stock to consider and vote on the following proposal:
The approval and adoption of the merger agreement and the merger by and among Barra, Morgan Stanley and Holdings (see The Merger
beginning on page 15 and The Merger Agreement beginning on page 42).

Barra may also transact such other business as may properly come before the special meeting or any adjournments or postponements of the

special meeting.

Recommendation of Our Board of Directors

Our board of directors has determined that the merger agreement and the transactions contemplated by the merger agreement are fair and
advisable to and in the best interests of Barra and our stockholders, and has approved the merger agreement and the merger.

Our board of directors unanimously recommends that our stockholders vote FOR the approval and adoption of the merger
agreement and the merger.

Record Date; Stockholders Entitled to Vote; Quorum

Only holders of record of Barra common stock at the close of business on , 2004, the record date, are entitled to notice of and to
vote at the special meeting. On the record date, shares of Barra common stock were issued and outstanding and held
by holders of record. Holders of record of Barra common stock on the record date are entitled to one vote per share at the special

meeting on each proposal. A list of Barra stockholders will be available for review for any purpose germane to the special meeting at our
executive offices and principal place of business during regular business hours for a period of ten days before the special meeting.

A quorum is necessary to hold a valid special meeting. A quorum will be present at the special meeting if the holders of a majority of the
shares of Barra common stock outstanding and entitled to vote on the record date are present, in person or by proxy. If a quorum is not present at
the special meeting, we expect that the special meeting will be adjourned to solicit additional proxies. Shares voting against the merger will not
be voted in favor of adjournment. Abstentions, discussed below, count as present for establishing a quorum for the transaction of all business.

Vote Required

The approval and adoption of the merger agreement and the merger by our stockholders requires the affirmative vote of the holders of a
majority of the shares of Barra common stock outstanding and entitled to vote at the special meeting as of the record date, either in person or by
proxy. Because the vote is based on the number of shares outstanding rather than the number of votes cast, failure to vote your shares and
abstentions will have the same effect as voting against the merger agreement.
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Voting by Barra Directors and Executive Officers

At the close of business on the record date, our directors and executive officers owned and were entitled to vote approximately % of
the Barra common stock outstanding on that date. Our chief executive officer and the chairman of our board of directors have entered into a
voting and support agreement with Morgan Stanley and Holdings, under which these individuals have agreed to vote all of their shares of our
common stock, representing in the aggregate approximately 20.4% of our outstanding common stock, in favor of approving and adopting the
merger agreement.

Voting; Proxies
You may vote by proxy or in person at the special meeting.
Voting in Person

If you plan to attend the special meeting and wish to vote in person, you will be given a ballot at the special meeting. Please note, however,
that if your shares are held in street name, which means your shares are held of record by a broker, bank or other nominee, and you wish to vote
at the special meeting, you must bring to the special meeting a proxy from the record holder (your broker, bank or nominee) of the shares
authorizing you to vote at the special meeting.

Voting by Proxy

All shares represented by properly executed proxies received in time for the special meeting will be voted at the special meeting in the
manner specified by the stockholders giving those proxies. Properly executed proxies that do not contain voting instructions will be voted for the
approval and adoption of the merger agreement and the merger.

Only shares affirmatively voted for the approval and adoption of the merger agreement and the merger, and properly executed proxies that
do not contain voting instructions, will be counted as favorable votes for the proposals. Shares of Barra common stock held by persons attending
the special meeting but not voting, and shares of Barra common stock for which we received proxies but with respect to which holders of those
shares have abstained from voting, will have the same effect as votes against the approval and adoption of the merger agreement and the merger.

Adjournments; Other Business

Adjournments may be made for the purpose of, among other things, soliciting additional proxies. An adjournment may be made from time
to time by approval of the holders of shares representing a majority of the votes present in person or by proxy at the special meeting, whether or
not a quorum exists, without further notice other than by an announcement made at the special meeting of the date, time and place at which the
meeting will be reconvened. If the adjournment is for more than 30 days, or if after the adjournment a new record date is fixed for the adjourned
meeting, a notice of the adjourned meeting will be given to each stockholder of record entitled to vote at the meeting. No proxy voted against the
proposal to approve and adopt the merger agreement and the merger will be voted in favor of any adjournment. We do not currently intend to
seek an adjournment of the special meeting.

We do not expect that any matter other than the proposal to approve and adopt the merger agreement and the merger will be brought before
the special meeting. If, however, other matters are properly presented at the special meeting, the persons named as proxies will vote in
accordance with their best judgment with respect to those matters.

Revocation of Proxies

Submitting a proxy on the enclosed form does not preclude a stockholder from voting in person at the special meeting. A stockholder of
record may revoke a proxy at any time before it is voted by filing with our corporate secretary a duly executed revocation of proxy, by
submitting a duly executed proxy to our corporate
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secretary with a later date or by appearing at the special meeting and voting in person. A stockholder of record may revoke a proxy by any of
these methods, regardless of the method used to deliver the stockholder s previous proxy. Attendance at the special meeting without voting will
not itself revoke a proxy. If your shares are held in street name, you must contact your broker, bank or nominee to revoke your proxy.

Solicitation of Proxies

We are soliciting proxies for the special meeting from our stockholders. We will bear the entire cost of soliciting proxies from our
stockholders. In addition to the solicitation of proxies by mail, we will request that banks, brokers and other record holders send proxies and
proxy materials to the beneficial owners of Barra common stock held by them and secure their voting instructions if necessary. We will
reimburse those record holders for their reasonable expenses in so doing. We may use several of our regular employees, who will not be
specially compensated, to solicit proxies from our stockholders, either personally or by telephone, Internet, telegram, facsimile or special
delivery letter.

We have also retained D.F. King & Co., Inc., a proxy solicitation firm, to assist us in soliciting proxies, which it may solicit personally or by
telephone, Internet, telegram, facsimile or special delivery letter. We anticipate paying D.F. King & Co., Inc. a fee of $7,500, plus expenses.

Appraisal Rights

Under the General Corporation Law of the State of Delaware, holders of Barra common stock who do not vote in favor of approving and
adopting the merger agreement will have the right to seek appraisal of the fair value of their shares as determined by the Delaware Court of
Chancery if the merger is completed, but only if they submit a written demand for an appraisal prior to the vote on the approval and adoption of
the merger agreement and the merger and they comply with the provisions of Section 262 of the General Corporation Law of the State of
Delaware set forth in full at Annex D to this proxy statement.

Assistance
If you need assistance in completing your proxy card or have questions regarding the Barra special meeting, please contact:

Barra, Inc.

2100 Milvia Street

Berkeley, California 94704
(510) 649-4548

Attention: Jennifer Hinchman

E-mail: jennifer.hinchman@barra.com
or

D.F. King, Inc.
77 Water Street, 20th Floor
New York, NY 10005
(212) 269-5550
Attent