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Equity Performance
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Economic Environment
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Global Equity

Value versus Growth / Large versus Small

®] QTR =1 Year

During the third quarter, risk-averse equity

Due to a rebound in the now
much smaller Financials, smalll
cap value was the only positive

Mutual Fund Flows
(Does not include Funds classified as Equity Income, Long/Short, or Market Neutral)

Investors have sought perceived safety during 2008, fleeing riskier
equities primarily for fixed income.

investors sold off growth more than value. 5.0% | equity class.
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i Sector Returns - Third Quarter 2008
Demand for necessary goods and services bodes

well for Consumer Staples and Healthcare.
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QOil's rapid descent from $147/barrel, along
with fears of worldwide economic Sector Returns — One Year Ended 9/30/08
slowdown, were drags on the Energy sector.
Over the last year, U.S. Consumer Staples was mS&P 500 ®mEAFE-$ based
the only sector to avoid double-digit losses.
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Country Returns - Third Quarter 2008
The U.S. Dollar strengthened relative (U.S. Dollar-based Returns) Brazil and Russia each halted market trading several
to other major global currencies. times during the quarter in attempts to slow losses.
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Fixed Income

Spread Sector Performance vs. Treasuries 45 Option Adjusted Credit Spreads
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Real Assets / Private Equity

Commodities

B QIR =1 Year

The combined effect of lower demand,
increased supplies, a stronger Dollar,
deleveraging, and worries about
global growth, hampered commodities

Energy prices fell, as investors’ focus

shifted from tight supplies to a sudden
decrease in demand, stemming from
deteriorating global economic growth.

for the quarter.
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5.1%

-23.5%

-23.9%
-32.3% _34.1%

DJ AIG Softs Grains Veg. Oil  Livestock Precious Industrial
Index Metals Metals
Venture-Backed
Exit Environment
Private Equity is grinding to a halt. There were zero IPO exits
for venture capital during the second quarter. This is the first

fime this has happened since 1978.
120 + - 4,500
- 4,000
100 -
- 3,500
80 - - 3,000
- 2,500
60 -
- 2,000
40 - - 1,500
- 1,000
20 -
- 500
0 - -

1Q05 2Q05 3Q05 4Q05 1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07 1Q08 2Q08
s Total Amt Raised —+—# of IPO's —a— # of M&A Deals

Source: Thomson Reuters & NVCA

SLOCUM

12% ~

10% 1

8%

MLP & NAREIT Index Dividend Yields

MLP and REIT yields are
attractive in an environment
where cash is king.

ko]
106% 2 6% 1
4% A
Deleveraging brought down master limited partnership (MLP) values. This has
2% A s . . .
produced opportunities, as underlying asset fundamentals remain solid.
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U.S.-Based Buyout Deal Volume by Quarter
After record numbers were raised in late 2006
and 2007, deal flow has remained steady, but
the size of the deals has slowed significantly.
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Hedge Funds

Hedged Equity lagged, as weak companies with
‘expensive’ valuations rallied, due to short covering,

Hedge Fund Index Performance

Macro events such as the credit squeeze
and commodity price moves have driven

10% -
and strong companies with ‘cheap’ valuations fell, market performance, while fundamentals e
5% - due to deleveraging-driven fund liquidations. m1 QTR m] Year and valuations have played little part.
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-10.0% -9.6%
i -12.0% . 5
-15% Deleveraging and changes in short-sale rules caused
20% - convertible premiums to drop significantly. Yet
indiscriminate selling and re-pricing of risk is producing the -19.6%
-25% - best opportunity set in decades.
HFRI FOF Cons. HFRI Equity Hedge  Event Driven Distressed Relative Value Convert. Arb. Fixed Inc. Arb. Eq. Mkt. Neutral Macro
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S & 8 3 an unseen level.
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700 - probability of default and managers prepare for
for junk debt over the . : . expected redemptions.
g Direct | Equit:
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*Annuadlized Third Quarter One Year Two Years* Three Years* Five Years* Ten Years*
U.S. Markets

CPI 0.0 4.9 3.8 3.2 3.4 2.9
Dow Jones Industrial Average -3.7 -19.8 -1.2 3.3 5.6 5.4
Russell 3000 Index -8.7 -21.5 -4.4 0.3 5.7 3.8
NASDAQ Index -9.0 -22.1 -3.1 -0.2 3.9 2.8
S&P 500 Index -8.4 -22.0 -4.7 0.2 5.2 3.1
Russell 1000 Index -9.4 -22.1 -4.6 0.1 585 &5
Russell 1000 Value Index -6.1 -23.6 -6.5 0.1 7.1 5.5
Russell 1000 Growth Index -12.3 -20.9 -2.8 0.1 3.7 0.6
Russell Mid Cap Index -12.9 -22.4 -4.3 0.1 8.6 8.3
Russell Mid Cap Value Index -7.5 -20.5 -4.9 0.5 10.0 9.2
Russell Mid Cap Growth Index -12.8 -24.6 -4.4 -0.8 6.5 5.5
Russell 2000 Index -1.2 -14.5 -2.0 1.8 8.1 7.8
Russell 2000 Value Index 5.0 -12.3 -3.5 2.0 9.4 10.1
Russell 2000 Growth Index -7.0 -17.1 -0.7 1.5 6.6 4.7
91-Day T-Bills Index 0.4 2.6 3.8 4.0 3.1 3.4
Lehman Aggregate Bond Index -0.5 3.7 4.4 4.2 3.8 5.2
Lehman Intermediate Aggregate Bond Index -0.1 4.2 4.7 4.4 3.8 5.2
Lehman Gov't/Credit Index -1.6 2.4 3.7 3.6 3.3 5.0
Lehman Intermediate Gov't/Credit Index -1.2 3.2 4.3 4.0 3.2 5.0
ML 1-3 year Treasury Index 1.7 6.3 6.0 5:8 G5 4.5
Dow Jones AIG Commodity Index -27.7 -3.7 6.2 1.9 10.2 10.0
HFRI Fund of Funds Conservative Index -6.8 -6.5 1.5 3.2 4.3 5.9
HFRI Equity Hedge Index -12.0 -14.8 -0.8 2.3 5.7 9.7
NAREIT Equity Index -5.6 -20.5 -8.3 1.7 11.0 11.3
Non-U.S. Markets

MSCI EAFE Index -20.6 -30.5 -6.8 1.1 9.7 5.0
MSCI EAFE Growth Index -21.9 -28.5 -4.4 2.2 9.2 3.0
MSCI EAFE Value Index -19.1 -32.6 -9.3 0.0 10.0 6.8
S&P/Citigroup EMI World ex-U.S. Index -23.7 -34.5 -8.8 0.6 11.6 8.5
MSCI Emerging Markets Index -27.0 -33.2 2.8 8.4 18.7 14.6
S&P/Citigroup -World Broad Investment Grade 07 44 39 37 49 48

Bond ex-U.S. Index (unhedged)
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