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The HFN Hedge Fund Industry Asset Flow /
Performance Report is an in-depth guide to
the flow of assets and performance for the

H E hedge fund industry. The report is made
EDGEFUND.NET ,iaple by subscription on a quarterly basis

)_-;"""' - and details asset flows beginning in the

existing fun
funds.

The report aggregates all flow data into six categories comprised of over fifty
different criteria. The categories are; all single manager funds (the headline
industry figure), fund of funds, fund domiciles and manager location,
investment region or country, asset classes, and specific sectors or strategies.

The basis for the flow information recorded in this report is derived from the
HedgeFund.net database. The information is further adapted using proprietary
methodologies which incorporate individual fund performance, new or
liquidating funds, and flows in/out of existing funds. The total industry figure is
based upon a survey conducted by HFN of third party hedge fund administrators
and modified to account for the limitations of such a survey. While no hedge
fund industry asset flow analysis can claim to incorporate the flows for all

hedge fund products in the industry, fund.net report is significant
because ¢f the size and ‘thoroughnes th r@ tabase, t thodology
used to co flo 1ta, an eadth iteria used lore these

flows.

The HFN Averages Performance and Statistical Overview section contains side
by side comparisons and individual tear sheets of over thirty HFN aggregate and
strategy specific averages. Statistics include; standard deviations, correlation
matrices, risk vs. return graphs, Sharpe ratios, Sortino ratios, drawdown
analysis, and monthly return data back to 1998.

HedgeFund.net has been a leader in the hedge fund data industry since 1997 and
is recognized industry-wide as having one of the largest and most in-depth
databases of hedge fund returns and assets. The HedgeFund.net database
currently has over 7,200 active hedge fund products and has produced detailed
historical information on over 11,000 hedge funds.
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Overview of Hedge Fund Industry Asset Flows and Trends

Broad Industry Asset Flow Trends:

The total estimated assets managed by hedge funds, excluding double counting of assets in funds of funds,
increased by 11.5% in the first quarter 2007 to $2.401 trillion from $2.154 trillion in the fourth quarter
2006. The total asset level increase of $247.37 billion was the largest quarterly increase since HFN began
recording assets flows in Q4 2003. The majority of the increase was due to flows into existing funds. The
first quarter has historically seen the largest increases in new allocations. New assets allocated to the hedge
fund industry increased by $168.6 billion in Q1 while performance increased asset levels by another $78.9
billion. There are several broad trends worth noting.

assets since Q1

e Total fund of fund ass¢ts incrgased $60% to an gsti . illion'j i .2 billion in
new assets.” Fund of funds now account for 48% of the assets in single manager funds compared to
50% in Q1 2006 and 50.3% in Q3 2006. This is an indication that large institutional investors are
becoming more comfortable allocating directly to hedge funds.

e Total assets in Onshore, US domiciled single manager hedge funds increased by 4.3% to $607.2
billion while assets in Offshore domiciled funds continue to increase at a faster pace. Offshore
domiciled fund assets increased by 14.5% to $1.805 trillion in Q1 2007 including $163.1 billion in
new assets. Additionally, Europe continues to be the fastest growing region for managers to
operate within. Total assets in Europe based funds increased 12.1% to $752.5 billion in Q1 2007.

e Funds which invest their assets globally were the fastest growing of any regional specialty, likely
the result of large institutional allocations requiring global diversification. Total assets in funds
with a global investment focus increased 13.3% in Q1 2007 to $1.171 trillion.

- Latin America was the fastest growing investment region. Total assets in funds focusing
investments in Latin America increased almost 48% to $10.1 billion. The average Latin
America focused fund returned 5.9% in Q1 2007.

- Japan focused funds again lost the highest percentage of assets after poor performance
again in Q4 2000, falling 17.4% to $47.7 billion including an outflow of $9.1 billion
from existing funds.

adde 56.6 billion.

e Total asset in funds investing primarily in fixed income products increased at a higher pace than
equities for the first time ever in Q1 2007. Fixed income fund assets increased 16.8% in Q1 2007
to $443.9 billion while equity fund assets increased 8.2% to $942.6 billion. Funds focusing on
corporate bonds, including high yield and structured products had the highest increase of any fixed
income sector for the second quarter in a row, rising 19% to $194.2 billion in Q1 2007 including
$18.9 billion in new assets.

e Relative value fund assets increased 12.6% to $792 billion including $88 billion in new assets
while long/short directional strategies’ assets increased 9.3% to $862.6 billion. This is the third
time in four quarters that relative value strategies have attracted assets at a higher pace.

e Long only fund assets increased 15.6% in Q1 2007 to $152.7 billion including $12.1 billion in
new assets, by far the fastest growing of any directional bias category.

For details on total asset figures, growth rates and year over year changes, please use the table of contents to find the category specific flow information provided in the following pages
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Strategy Specific Trends:

Convertible Arbitrage:

Convertible arbitrage funds began to attract asset in earnest again in Q1 2007. Total assets in convert funds
increased 18.6% to $64 billion in Q1 2007 including $7.6 billion in new assets, the largest inflow since Q4
2003. Returns accounted for a quarter of the total asset increase and new allocations have been positive for
four consecutive quarters. Convertible arbitrage funds returned an average of 3.1% in Q1 2007.

Distressed:

Distressed funds have returned an average of 13.5% in the last twelve months ending in March with one of
the lowest correlations to broad equity markets. As a result the strategy attracted over $22.8 billion in new
assets in Q1 2007 bringing total assets in the strategy to $173 billion an increase of 23.5% from Q4 2006.

Emerging Markets:
Emerging market A tad ble digit | rate. Tota s in EM funds
increased 15.3% i $244°6 billion, i . ion in new assets.|After|several quarters

of new assets outp aw total asset | increases’ primarily by
new performance gains.

Emerging market equity focused fund assets increased 10.2% to $83.7 billion in Q1 2007 including $4.1
billion in new assets. Total assets in EM debt focused funds rose at a faster rate than equity for only the
second time since Q2 2005, an increase of 11.1% to $69.2 billion including $5.5 billion in new assets.

Energy, Healthcare and Technology Sectors:

Total assets in energy sector focused hedge funds increased 12% to $113 billion in Q1 2007 including $6.5
billion in new assets. Performance gains added $5.7 billion to the total assets. Healthcare sector fund assets
increased 6.4% to $22 billion including $1.5 billion in new assets and Technology sector fund assets
increased 20% to $27 billion including $3.8 billion in new assets.

Event Driven / Special Situations:

Event driven fund assets continue to draw assets in Q1 2007 as levels increased 13.8% to $270 billion
including $16.6 billion in new assets. Event driven and special situation funds have likely been
canabalizing assets from merger arbitrage strategies which saw an outflow of over $6 billion in Q1 2007,
reducing the strategy’s assets to $27.2 billion in Q1 2007, a drop of 14.8%.

Global Macro vs. Multi-Strategy Funds:

In the past year, total assets in global macro funds have 1ncreased 3.3% to $120.2 b1111on and the average
return for funds running macro strategi ely, multi-strategy
fund assets, despite’e )
billion including $4 illion in i )07 average nd/returned 9.7% in
the last twelve mont

The results signal 3 ase et flows
fund strategies to cross the $100 b11110n mark in total assets but since that time medlocre returns have
likely caused large institutional investors to look elsewhere. Multi-strategy funds are a natural selection for
large allocators in the diversification benefits implied in the strategy’s structure.

Long/Short Equity:

Total assets in long short equity strategis have shown no signs of slowing down. The broadest of all hedge
fund strategies, long/short equity assets rose 8.5% to $712.1 billion in Q1 2007 including $30.9 in new
assets. In the past year, total long/short equity assets rose $189.1 billion; $29 billion from performance
gains and over $160 billion in new assets. The average long/short equity fund has returned just over 8%
during that time frame.

CTA/Managed Futures Funds:

Total assets in CTA/Managed Futures funds increased 4% to $139.2 bilion in Q1 2007 driven entirely by
new allocations to existing funds of $9.4 billion. CTA’s have been mired in a period of poor relative
performance in the last year and the group total asset growth is a symptom. Since Q1 2006, total assets rose
only 3.1% while the average CTA/managed futures fund has returned only 2.2% during that time frame.

For details on total asset figures, growth rates and year over year changes, please use the table of contents to find the category specific flow information provided in the following pages
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Overview of Q1 2007 Hedge Fund Performance and Statistics

HFN Averages Overview

As of April 23, with 3227 individual hedge fund products
reporting performance figures, the HFN Hedge Fund
Aggregate Average was +0.70% in March while the S&P 500
Total Return was +1.12%. Through the first quarter of 2007
the Aggregate was +2.45% and the S&P TR was +0.64%.

Key events for March include:

e Sub-prime mortgage delinquencies increased to record
levels according to the U.S. Mortgage Bankers
Association.

e Qil prices rose above $65/barrel after Iran captured
British soldiers. Natura
from mid-month lows.

e European Central Bank
and U.S. Dollar Index fa

the average hedge fund, but the results through the first
quarter of 2007 show hedge funds have been able to weather
the volatile global environment significantly better. The HFN
Aggregate Average has outperformed the S&P 500 TR by
almost 200 basis points through the first quarter of 2007.

The results for equity focused and relative value strategies
display an even greater level of hedge fund outperformance.
The HFN Equity Hedge Aggregate Average was +1.15% in
March and +3.30% through Q1 2007 and the HFN Relative
Value Aggregate Average was +0.75% in March and +2.95%
through Q1 2007. The performance of the HF Aggregate has
been hampered by returns of CTA/Managed futures funds
which are finding strong trends in commodity markets
difficult to come by. The HFN CTA/Managed Futures Average
was -1.51% in March and -1.56% through Q1 2007.

Fund of funds are displaying a trait not often seen in that
their average performance through Q1 2007 is greater than
the single manager hedge fund space. This could be a result
of fund of fund manager’s allocation abilities or the tendency
for FOF managers not to invest heavily in the CTA space. The

HFN Fund of Funds Aggregate A was + 2% i ch
and +2.79% through Q1 2007
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HFN Regional Averages Performance*

Mar YTD LTM
HFN Global Average 0.76% 2.34% 7.94%
HFN US Average 0.85% 2.82% 8.57%
HFN Europe Average 1.85% 3.90% 10.82%
HFN Asia Average 0.13% 2.55% 5.57%
S&P Global 1200 Index 1.74% 1.82% 13.86%
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HFN Aggregate Averages Performance*

Mar YTD LTM
HFN Hedge Fund Aggregate Average 0.75% 2.50% 8.71%
HFN Relative Value Aggregate Average 0.76% 2.96% 10.02%
HFN Equity Hedge Aggregate Average 1.26% 3.40% 8.75%
HFN Fund of Funds Average 0.99% 2.87% 7.46%
S&P 500 TR Index 1.12% 0.64% 11.82%

HFN Regional Averages

Emerging markets were again a leading source of returns for
many hedge fund strategies in March. Latin American and
Eastern European equities have benefited from the continually
strengthening global economic picture and spike in energy
prices, respectively. The newly launched HFN Latin America
Average was the best performing regional average, +2.92% in
March and +5.91% through Q1 2007.

The HFN Europe Average was again helped by the returns of
funds focusing on Eastern European markets. The Europe
Average itself was +1.81% in March, yet the funds focusing in
e—and have an average return
in developed European
) equity strategies performed
.92% in March and +4.23%

Asia experienced a variety
of different market conditions. Funds investing in Japan once
again were at the mercy of an underperforming equity
market. The Nikkei was -1.8% and Japan focused funds were
-1.27% in March and +0.95% through Q1 2007. Markets in
China were broadly higher, but likely the result of more
defensive positioning, China focused funds only returned
+0.82% in March and are +7.52% on average through Q1
2007. Funds focusing on EM in Asia outside of China returned
an average of +1.16% in March mainly due to difficult
markets in Thailand and Taiwan.

India focused funds pulled out a positive month of
performance, +1.40% on average in March, outperforming
the SENSEX which was +1.04%. The average return for India
focused funds through Q1 2007 was -1.43% while the
SENSEX was -5.20%

Funds which invest on a global basis continue to underperform
those with a specific regional focus. Funds investing globally,
without a presence in emerging markets, returned an average
of +0.23% in March and are only +1.48% through Q1 2006.

For detailed statistics and performance measures on all HFN Averages, please use the table of contents to find the strategy specific information provided in the following pages
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HFN

Effects of Sub-prime Lending on Hedge Funds

The impact of rising delinquency rates in the sub-prime
mortgage market has seeped into several different broad
hedge fund strategies. The effects can be seen by breaking
down returns by asset class within the various strategies
funds which invest in mortgage and real estate related
securities reside.

The finance sector has been the strategy most negatively
affected by the problems in the sub-prime space. The HFN
Finance Sector Average has been among the worst
performing HFN Averages for three months in a row, with
negative returns in each period. This comes after returning
almost 13% in 2006. Within the HFN Finance Sector, the
funds hardest hit are those investing in small-cap equities,
likely due to the exposure to the small, regional lenders.
These funds returned an average of -2.13% in March and -
4.23% through Q1 2006.

Funds which invest in mortgage related fixed income products
have been able to weather the storm -

March and +5.29% through Q1 2007.

Cumulative Returns for Selected HFN Averages from Jan 01 to Mar 07
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HFN Energy Sector Average
Funds within the HFN Energy Sector Average benefited from
broadly higher energy commodity prices in March caused
mainly by related concerns related to tension with Iran and
worries about talks of the formation of a natural gas cartel.
Within the energy sector, the top performing funds in March
had significant exposure to emerging markets in Eastern
Europe. These funds returned +3.73% in March, but are only
+4.72% in Q1 2007 due to poor performance in January
when they returned -1.46% on average.

The largest class of energy sector funds are those with fewer
than $50mm in assets (see Table 1). In the last twelve
months ending March 2007, these smaller funds performed
better than their larger counterparts at both the 10" and 25%
percentile level. At the 90" percentile level smaller funds
displayed significantly worse performance, likely the result of
more risk being taken in an effort to boost returns and attract
more assets. The class of the largest funds, those with
greater than $500mm, showed the opposite characteristics;
these funds did not return anywhere near the top levels of
smaller funds, but were more consistent generating the
highest level of return at the 75" percentijle rank, +7.03%.
Cumulative Returns for Selected HFN Av@w 01 to m ‘
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HFN CTA/Managed Futures Average -1.51% -1.56%  2.21%

HFN Finance Sector Average -0.95%  -2.16%  6.38%

HFN Healthcare Sector Average -0.51%  0.29% 7.54%

HFN Mortgages Average -0.07%  5.40% 12.25%
HEN Short Bias Average 0.19% -0.13%  -2.63%

| —
TABLE 1: The table below displays the last 12 month cumulative returns through
March 2007 for the top performing HFN Average in March, broken down by fund size
and percentile ranking of returns.

HFN Energy Sector Average

<50mm 50-250 250-500 >500
Total Funds 31 10 2 7
10th Percentile 41.64% 35.16% 32.41% 21.00%
25th Percentile 28.09% 10.01% 10.01% 20.21%

18.51%
7.03%
-0.70%

50th Percentile
75th Percentile
90th Percentile

10.53%
5.45%
-2.20%

8.26%
4.82%
3.29%

8.61%
4.83%
3.82%

Additional Strategies of Note

Long only strategies have been cast in a negative light
throughout the hedge fund industry due to the perception that
long only managers are not adding additional value over
mutual funds to justify the fees charged. On the contrary,
funds in the HFN Long Only Average have been some of the
best performing over the last several years. The HFN Long
Only Average was +1.57% in March and +4.42% through Q1
2006 and had an average annual return just under 19% in the
last four years.

yed is the ability to take
the top 20 long only funds
returned an average of
as a global focus while
region. With regards to
expertise; long only

adding value along with
managers focusing in US markets have outperformed the S&P
500 TR in just about every measure since 2001, and have
returned an average of 3.28% through Q1 2007.

regional

Going Forward

Through the middle of April, most major equity markets
(except for a couple notable exceptions in Asia) have reached,
or surpassed the levels at which they stood prior to the record
sell-off at the end of February 2007. Additionally, despite an
ease in tensions with Iran, energy commodity prices are just
shy of where they were at this time last year, prior to the
summer driving season. The point being that speculative
money may have returned in earnest to equities. The main
support, with the US debt-burdened consumer becoming less
of a factor, is leveraged corporate spending in the form of
buyouts, buybacks and mergers. How long this trend can be
supported may well be the key for long biased equity
strategies over the next few months.
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Asset Flow Overview: All Single Manager Hedge Funds

Figure 2: Table of Assets, Growth, and Sources of Flows ($bil)
Total $ Change for Past Quarterly % Change Due to Net Flows for Flows via New or
Date Assets Total Flows 12 Months Change Performance Existing Funds Liquidating Funds
Q403 $845.27 - - - - - -
Q104 $1,004.80 $159.53 - 18.87% $8.37 $110.94 $40.22
Q204 $1,109.81 $105.00 - 10.45% $0.86 $89.54 $14.61
Q3 04 $1,166.07 $56.26 - 5.07% ($11.78) $37.16 $30.88
Q404 $1,293.34 $127.27 $448.06 10.91% $38.63 $67.92 $20.72
Q105 $1,408.49 $115.16 $403.69 8.90% $17.10 $91.97 $6.09
Q205 $1,413.77 $5.28 $303.96 0.37% ($10.36) ($6.94) $22.57
Q305 $1,494.63 $80.87 $328.57 5.72% $54.57 $36.97 ($10.68)
Q405 $1,531.26 $36.63 $237.93 2.45% $21.03 $8.69 $6.91
Q106 $1,740.76 $209.50 $332.27 13.68% $78.31 $136.52 ($5.33)
Q206 $1,854.20 $113.44 $440.43 6.52% $1.22 $111.15 $1.07
Q306 $1,961.36 $107.16 $466.73 5.78% $16.44 $96.22 ($5.50)
Q406 $2,153.89 $192.53 $622.63 9.82% $115.30 $70.92 $6.31
Q107 $2,401.26 $247.37 $660.50 11.48% $78.91 $166.45 $2.01
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For fund specific information, please visit www.hedgefund.net
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Asset Flow Overview: All Fund of Funds

Figure 5: Table of Assets, Growth, and Sources of Flows ($bil)
Total $ Change for Past Quarterly % Change Due to Net Flows for Flows via New or
Date Assets Total Flows 12 Months Change Performance Existing Funds Liquidating Funds
Q403 $446.17 - - - - - -
Q104 $522.40 $76.23 - 17.09% $4.10 $61.55 $10.58
Q204 $598.06 $75.66 - 14.48% $2.84 $70.04 $2.79
Q3 04 $629.31 $31.25 - 5.23% ($3.42) $24.05 $10.62
Q104 $680.79 $51.48 $234.62 8.18% $14.35 $25.34 $11.79
Q105 $718.40 $37.61 $196.00 5.53% $12.01 $28.10 (52.50)
Q205 $723.11 $4.71 $125.05 0.66% (67.69) $0.08 $12.32
Q305 $744.58 $21.47 $115.27 2.97% $23.58 $0.64 ($2.74)
Q405 $779.00 $34.42 $98.21 4.62% $7.95 $24.25 $2.22
QL06  $857.59 $78.59 $139.19 10.09% $25.69 $21.20 $31.70
Q206 $91924 $61.65 $196.13 7.19% ($3.90) $70.00 (54.45)
Q306 $985.57 $66.33 $24099 7.22% $5.72 $60.61 (50.00)
Q406 $1,078.29 $92.73 $299.30 9.41% $56.62 $35.33 $0.78
QLO7  $1,142.69 $64.39 $285.09 5.97% $38.15 $26.15 $0.10
. 8 SN
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Figure 2.1: Q1 2007 HFN Averages estimated performance
LTM
March zng Ih?:;fhs Ih?:;?hs II\?:;KS Kf\lx\\/[ualized g:::;)l:)lt}l’n d f{lelgr f(lellalr
HEFN Aggregate Averages 200 (LT St Dev Avg Return 2006 2005
HFN Hedge Fund Aggregate Average 0.70% 2.45% 7.73% 8.57% 8.66% 3.57% 0.69% 11.99% 8.99%
HFN Fund of Funds Aggregate Average 0.92% 2.80% 7.90% 8.26% 7.38% 3.84% 0.60% 9.57% 6.83%
HFN Equity Hedge Aggregate Average 1.15% 3.28% 9.35% 10.22% 8.63% 4.73% 0.69% 12.76% 11.57%
HFN Relative Value Aggregate Average 0.75% 2.95% 6.66% 8.65% 10.01% 1.59% 0.80% 11.58% 5.20%
HEFN Regional Averages
HFN Asia Average 5.39% 0.45% 8.23% 17.77%
HEN Europe Average 5.35% 0.86% 1537%  1649%
HFN Global Average .49% .6 % 10.58% 7.47%
HFN US Average .88% .68% 11.04% 6.56%
HEN Fund of Fund Averages
HFN Fund of Funds - Market 2,467 68Y% 9.75% 4.77%
HFN Fund of Funds - Multi-Strategy Average 7.64% 3.94% 0.62% 9.85% 6.75%
HFN Fund of Funds - Single Strategy Average 6.24% 4.05% 0.51% 8.74% 7.90%
HEN Single Strategy Averages
HEFN Capital Structure Arbitrage Average 0.30% 2.34% 5.72% 8.16% 10.07% 1.25% 0.80% 10.39% 4.43%
HFN Convertible Arbitrage Average 0.66% 3.12% 6.36% 917% 11.00% 1.29% 0.87% 12.84% -1.33%
HFN Country Specific Average 1.76% 4.64% 14.90% 18.32% 15.88% 7.76% 1.24% 22.90% 36.17%
HFN CTA/Managed Futures Average A51%  156%  2.85%  015%  221% 6.15% 0.18% 6.88%  3.58%
HFN Distressed Average 0.98% 4.13% 9.45% 11.03% 13.54% 2.23% 1.06% 14.91% 8.23%
HFN Emerging Markets Average 2.05% 4.48% 14.47% 18.10% 16.95% 8.22% 1.31% 22.46% 23.83%
HFN Energy Sector Average 2.40% 3.90% 11.29% 8.50% 9.02% 7.60% 0.72% 13.32% 23.89%
HEFN Event Driven Average 1.87% 5.09% 11.05% 11.92% 12.32% 3.90% 0.97% 13.76% 6.33%
HFN Finance Sector Average -0.95% -2.16% 2.09% 5.37% 6.38% 3.98% 0.52% 12.87% 2.59%
HFN Fixed Income (non-arbitrage) Average 038%  2.13% 531%  725%  8.06% 131% 0.65% 752%  6.69%
HIFN Fixed Income Arbitrage Average 051%  2.22% 459%  683%  8.86% 1.00% 0.71% 882%  5.69%
HFN Healthcare Sector Average 051%  029% 693%  1063%  754% 5.51% 0.61% 1673%  5.23%
HFN Long Only Average 157%  443%  1356%  1574%  10.00% 8.89% 0.80% 17.44%  15.77%
HFN Long/Short Equity Avera, 12.10%  11.80%
HFN Macro Average 10.45% 7.82%
HFN Market Neutral Equity Avera 6.55% 5.92%
HFN Merger/Risk Arbitrage age 12.91% 5.53%
HFN Mortgages Average 8.29% 8.41%
HFN Multi-Strategy Average 12.98% 8.06%
HFN Options Strategies Average 9.12% 4.10%
HFN Regulation D Average 20.95%  13.28%
HFN Short Bias Average -6.42% 3.56%
HFN Small/Micro Cap Average 18.56%  10.00%
HFN Special Situations Average 20.50%  8.10%
HFN Statistical Arbitrage Average 12.46% 5.46%
HEFN Technology Sector Average 11.73%  10.03%
17.23% 9.25%

HEFN Value Average

For fund specific information, please visit www.hedgefund.net
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The tables below present the last twelve months percentile performance ranking
for hedge funds by their respective HFN Average and fund size

HEFN Convertible Arbitrage Average

HEN Country Specific Average

<50mm 50-250 250-500  500-1bb 1bb+ Assets NA <50mm 50-250 250-500  500-1bb  1bb+  Assets NA
Total Funds 44 39 11 4 1 4 Total Funds 61 42 14 3 0 15
10th Percentile 17.57% 17.40% 18.38% 19.75% 12.58% 11.82% 10th Percentile 25.62% 43.84% 93.58% 26.62% NA 41.72%
25th Percentile 14.48% 14.75% 14.21% 19.70% 12.58% 10.75% 25th Percentile 16.19% 29.68% 27.10% 18.34% NA 28.67%
50th Percentile 10.65% 10.49% 10.94% 16.13% 12.58% 6.30% 50th Percentile 7.92% 16.66% 7.30% 4.53% NA 19.75%
75th Percentile 8.29% 8.91% 9.58% 12.05% 12.58% 1.91% 75th Percentile -0.32% 3.64% 1.05% 2.94% NA 3.04%
90th Percentile 7.40% 8.03% 7.61% 11.09%  12.58% 0.97% 90th Percentile -9.13% -4.48% -3.31% 1.98% NA -2.62%
HFN CTA/Managed Futures Average @ A 1str\ésxseT—kvs§l 2 T J“ Ll m
< 50mm 50-250 250-500 . 500-1 1b /\ Assets <50 )n 0-250 250£500  J500-1bb 1bb+ Assets NA
Total Funds 276 110 18 % BN\ 33 otal Funds 3 3 8 11 11
10th Percentile ~ 17.30% 13.76% 7.19% 9.73 23% 9.51% 10th Rercentile|  20.07% 18.39% 1.81% 8.8 30.53% 21.62%
25th Percentile 6.94% 7.65% 4.10% % 7% 1 9 25th Percentile 14.98% 1419% 1629 05/ 28.13% 15.27%
50th Percentile 1.20% 418% -0.72% 0.50% 3.74% 5.74% 50th Percentile 12.94% 11.76% 11.75% 14.27% 14.87% 11.85%
75th Percentile -5.29% -2.08% -6.53% -4.11% -0.48% 0.74% 75th Percentile 7.52% 9.96% 10.23% 9.02% 13.38% 7.38%
90th Percentile -11.73% -12.42% -13.81% -717% -1.63% -7.55% 90th Percentile 2.25% 7.40% 4.40% 6.36% 11.04% 6.61%
HEFN Emerging Markets Average HEN Energy Sector Average
< 50mm 50-250 250-500  500-1bb 1bb+ Assets NA <50mm 50-250 250-500  500-1bb  1bb+  Assets NA
Total Funds 74 63 18 9 11 8 Total Funds 39 9 2 7 0 0
10th Percentile 36.72% 32.50% 26.94% 19.08% 26.16% 41.19% 10th Percentile 30.85% 33.77% 8.21% 16.49% NA NA
25th Percentile 19.97% 23.16% 15.16% 12.92% 18.29% 27.96% 25th Percentile 24.11% 10.21% 8.18% 15.82% NA NA
50th Percentile 11.65% 13.14% 11.63% 8.10% 14.63% 19.29% 50th Percentile 7.48% 5.99% 8.14% 14.44% NA NA
75th Percentile 7.54% 8.26% 10.38% -0.49% 10.46% 17.27% 75th Percentile 1.91% 5.06% 8.10% 8.60% NA NA
90th Percentile 2.00% 5.18% 6.97% -2.82% 7.54% 11.45% 90th Percentile -7.41% 3.68% 8.08% -0.95% NA NA
HEN Event Driven Average HEN Finance Sector Average
< 50mm 50-250 250-500  500-1bb 1bb+ Assets NA < 50mm 50-250 250-500  500-1bb ~ 1bb+  Assets NA
Total Funds 67 62 14 10 7 15 Total Funds 34 16 1 1 0 1
10th Percentile 19.94% 21.90%  18.32% 25.64%  20.18% 21.32% 10th Percentile 11.91% 15.13%  14.25% 13.95% NA 3.65%
25th Percentile 15.86% 15.55% 17.93% 17.70% 19.37% 11.99% 25th Percentile 10.93% 12.00% 14.25% 13.95% NA 3.65%
50th Percentile 11.89% 12.62% 15.54% 12.70% 18.01% 7.85% 50th Percentile 7.60% 9.98% 14.25% 13.95% NA 3.65%
75th Percentile 5.83% 6.63% 12.08% 43579 14.919 5.23 75 62% 7 NA 3.65%
90th Percentile -1.91% 1.84% 11.57 -2.43% NA 3.65%
HEN Fixed Income (non-arbitrage) Average HF
<50mm  50-250  250-50! ets 0 1bb+ Assets NA
Total Funds 79 51 26 15 15 9 Total Funds 38 40 21 14 8 10
10th Percentile 13.19% 18.09% 17.84% 19.51% 10.02% 16.06% 10th Percentile 17.40% 16.78% 17.05% 19.65% 12.94% 15.10%
25th Percentile 11.01% 13.61%  14.35% 13.78% 4.69% 7.89% 25th Percentile 10.09% 11.95%  12.60% 8.92% 12.63% 9.67%
50th Percentile 8.59% 7.86% 10.58% 6.73% -0.57% 5.25% 50th Percentile 7.32% 8.14% 9.95% 5.50% 10.23% 0.17%
75th Percentile 5.10% 3.84% 2.66% 2.37% -2.94% 0.56% 75th Percentile 2.86% 5.82% 6.51% 3.38% 413% -4.80%
90th Percentile -0.29% -0.21% -3.07% -1.84% -4.63% -4.18% 90th Percentile -1.40% 4.15% 4.27% 2.81% 2.82% -6.74%
HFN Healthcare Sector Average HEN Long Only Average
< 50mm 50-250 250-500  500-1bb  1bb+ Assets NA < 50mm 50-250 250-500  500-1bb 1bb+ Assets NA
Total Funds 22 12 4 1 0 3 Total Funds 52 21 7 3 2 6
10th Percentile 17.04% 28.25%  26.16% 10.87% NA 6.83% 10th Percentile ~ 30.09% 14.99% 44.31% 20.25%  8.08% 36.67%
25th Percentile 9.22% 11.04% 22.63% 10.87% NA 6.83% 25th Percentile 14.78% 11.61% 21.78% 17.41% 7.81% 32.53%
50th Percentile 5.08% 5.49% 12.86% 10.87% NA 6.83% 50th Percentile 7.35% 6.30% 11.62% 12.68% 7.36% 26.14%
75th Percentile -6.67% 3.85% 5.06% 10.87% NA 3.87% 75th Percentile 3.87% -2.00% 9.27% 11.94% 6.91% 17.37%
90th Percentile -16.20% -5.26% 5.06% 10.87% NA 2.10% 90th Percentile -5.98% -18.51% 7.61% 11.50% 6.64% 11.07%
For fund specific information, please visit www.hedgefund.net
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Figare 2.5:
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Figure 2.7: Annualized Return vs. Standard Deviation since January, 2001
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Figure 2.8: Annualized Return vs. Standard Deviation for the last twelve months
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Strategy Overview: HFN Equity Hedge Aggregate Average

Figure 3.11: Summary Performance and Statistics

Calculation are through March 2007 unless
otherwise noted

Latest Returns

Mar-07
1st Quarter 2007
Last 6 Months
Last 9 Months
Last 12 Months (LTM)
Last 24 Months
Last 36 Months

Return Statistics
Avg Annual Cmpd Return from 1/2001
Avg Cmpd Monthly Return from 1/2001
Average Monthly Return, LTM
Cumulative Return from 1/2001
Largest Monthly Gain from 1/2001
Largest Monthly Loss from 1/2001
% Down Months from 1/2001

HEN Equity HEN Hedge

Hedge Fund Agg

Average Average
1.38% 1.14%
3.28% 2.45%
9.35% 7.73%
10.22% 8.57%
8.63% 8.66%
28.42% 24.29%
37.21% 31.31%

4.07%
3.57%
2.02
1.20
7.15
2.79
0.46
0.81%
6.15
207
-0.10
0.82%
-2.25%

HFN Fund

of Funds
Agg
Average

1.17%
2.80%
7.90%
8.26%
7.38%
19.23%

24.64%

3.21%
3.84%
1.39
0.71
4.97
1.06
-0.90
0.80%
3.80
1.02
-0.60
0.96%
-2.65%

Monthly returns since 1998

Risk Statistics

Annualized Standard Dev from 1/2001 5.69%
Annualized Standard Dev, LTM 4.73%
Annualized Sharpe Ratio from 1/2001 1.35
Annualized Sharpe Ratio LTM 091

Sortino Ratio (0%) from 1/2001 3.62

Sortino Ratio (5%) from 1/2001 1.54

Sortino Ratio (10%) from 1/2001 0.16
Downside Deviation (10%) from 1/2001 1.20%
Sortino Ratio (0%), LTM 3.49

Sortino Ratio (5%), LTM 1.36

Sortino Ratio (10%), LTM -0.06
Downside Deviation (10%), LTM 1.13%
Maximum Drawdown from 1/2001 -5.78%

Months in Max Drawdown 4
Months to Recover 8
Figure 3.15:
1999 2000 2001
Jan 3.61% 1.18% 3.52%
Feb -1.35% 9.22% -1.42%

Figure 3.12: Cumulative returns from Jan 01 to Mar 07
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Figure 3.13: 12 month rolling returns from Jan 01 to Mar 07
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HFNFoFAgg
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14: Distributipn of rgfurhs from Jan 01 to Mar 07

Mar 3.16% 2.12% -1.07% U
Apr 5.86% -2.13% 2.66%
May 1.95% -1.09% 1.56% 0.25% 3.99% -0.18% 1.34% -2.55% NA
Jun 4.03% 3.82% 0.41% -1.90% 1.88% 0.86% 1.83% -0.65% NA 401
Jul 1.39% -0.17% -0.42% -2.99% 2.16% -1.40% 2.49% -0.47% NA 30
Aug 0.63% 4.59% 052%  059% 242% 0.07% 0.76% 1.08% NA
Sep 0.85% -048%  -311%  -1.58%  1.06% 2.13% 231% 0.19% NA 0L - -
Oct 1.97% 0.87%  220% 0.82% 3.18% 085%  -1.65% 2.02% NA
Nov 6.90% 258%  244% 2.62% 1.50% 3.26% 2.23% 1.98% NA 07
Dec 9.97% 2.59% 2.00% -0.45% 1.83% 1.78% 2.60% 1.76% NA 0 ‘ - ‘
YID  46.03%  1675%  833%  -011%  2258%  9.94%  1158%  1276%  3.28% r<-4% 4%<r<-2% -2%<=r<0%  O<sr<=2%  2%<r <4% r>4%
W HFN Equity Hedge W Hedge Fund Agg W HFNFoF Agg
For fund specific information, please visit www.hedgefund.net
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Strategy Overview: HFN Convertible Arbitrage Average

Figure 3.46: Summary Performance and Statistics Figure 3.47: Cumulative returns from Jan 01 to Mar 07
HEFN HFN Fund 120%
CaIcula.tion are through March 2007 unless Convertible HFN Hedge of Funds
otherwise noted Arbitrage Fund Agg Agg 100% -
Average Average Average
Latest Returns
Mar-07 1.36% 1.14% 1.17% 80%1
1st Quarter 2007 3.12% 2.45% 2.80%
Last 6 Months 6.36% 7.73% 7.90% 60% 1
Last 9 Months 9.17% 8.57% 8.26%
Last 12 Months (LTM) 11.00% 8.66% 7.38% 40%
Last 24 Months 18.19% 24.29% 19.23%
Last 36 Months 31.31%
Return Statistics 1
Avg Annual Cmpd Return from 1/2001 . ; ; [ ; ; ; ;
Avg Cmpd Monthly Return from Jul-02 Apr-03 Jan- t-04 Jul-05 Apr-06  Jan-07

1/2001
Average Monthly Return, LTM

Cumulative Return from 1/2001
Largest Monthly Gain from 1/2001

HFNFoF Agg

HFN Convertible Arbitrage HFNHF Aggre:

Largest Monthly Loss from 1/2001 -1.52% -1.89%
% Di Months from 1/2001 24.66% 26.03% . .
. o Down Months from 1/ ’ g Figure 3.48: 12 month rolling returns from Jan 01 to Mar 07
Risk Statistics
Annualized Standard Dev from 1/2001 3.65% 4.07% 3.21% 30%
Annualized Standard Dev, LTM 1.29% 3.57% 3.84%
Annualized Sharpe Ratio from 1/2001 149 202 1.39 25%
Annualized Sharpe Ratio LTM 4.74 1.20 0.71 20% |
Sortino Ratio (0%) from 1/2001 4.51 7.15 4.97
Sortino Ratio (5%) from 1/2001 135 2.79 1.06 15% 1
Sortino Ratio (10%) from 1/2001 -0.51 0.46 -0.90 0%
o
Downside Deviation (10%) from 1/2001 0.86% 0.81% 0.80%
Sortino Ratio (0%), LTM N/A 6.15 3.80 5%
Sortino Ratio (5%), LTM 27.75 2.07 1.02
0% 1
Sortino Ratio (10%), LTM 1.96 -0.10 -0.60 %
Downside Deviation (10%), LTM 0.20% 0.82% 0.96% -5%
Maximum Drawdown from 1/2001 -8.14% -2.25% -2.65%
Months in Max Drawdown 13 4 3 -10% ' " ) " " " " "
Jan-01 Oct-01 Jul-02 Apr-03  Jan-04  Oct-04 Jul-05 Apr-06  Jan-07
Months to Recover 8 3 4
HFN Convertible Arb Average HFNHF Aggregate HFN FoF Agg
Figure 3.50: Monthly returns since 1998
=~ =
1999 2000 2001 2002
Jan 197%  230%  353%  118% 497 Distribution of%s from Jan 01 to Mar 07
O
Feb 0.83% 2.25% 1.78% 0.12%
Mar 1.95% 2.22% 1.85% 0.89% = =
Apr 2.59% 1.38% 1.92% 0.95% 1.53% 0.34% -3.10% 0.54% NA 50 4
May 1.26% 1.25% 0.44% 0.74% 1.59% -1.32% -1.38% 0.94% NA
Jun 1.87% 1.99% -0.11% -0.02% -0.28% -0.94% 1.07% 0.19% NA S
Jul 0.89% 0.41% 0.73% -1.17% -0.39% 0.17% 1.69% 0.72% NA
30 1
Aug 0.72% 1.85% 1.27% 0.56% -0.19% 0.43% 0.86% 0.96% NA
Sep 0.76% 0.91% 0.44% 1.20% 1.70% -0.39% 1.78% 0.94% NA 20 |
Oct 0.49% -0.20% 1.11% 0.98% 2.10% -0.40% -0.20% 0.61% NA
Nov 1.52% -1.33% 0.96% 2.80% 0.71% 0.87% 0.16% 0.91% NA 10
Dec 2.13% -0.43% -0.15% 1.26% 0.73% 0.55% 0.78% 1.59% NA
0 e T

YTD 18.34% 13.26% 14.62% 9.86% 12.71% 1.65% -1.32% 12.84% 3.12%
r<-4% -4%<=r<-2%  -2%<sr <0% 0<=r <=2% 2%<r <4% r>4%

W HFN Convertible Arbitrage Il Hedge FundAgg M HFN FoF Agg
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Appendix:

Calculations:
Sharpe Ratio=(Mz—Rgr) + SD x 12*1/2

Where R | = Return for period I

Where M r = Mean of return set R

Where N = Number of Periods

Where SD = Period Standard Deviation
Where R g = Period Risk Free Return
(risk free rate is calcul; average fm

=

pnth end90-day t-bill or! i easu

MR = (

= (Z(Ry=

=1

Sortino Ratio = ( Compound Period Return — R yar ) + DD ymar

Where R ; = Return for period I

Where N = Number of Periods

Where R yiar = Period Minimum Acceptable Return

Where DD yar = Downside Deviation

Where L ;=R |~ R yar (TFR =R yag < 0)or O(TFR =Ry > 0)
N

DDMAR:((Z(LI)’)+E)”

Disclosure:

The total industry estimate for Q1 2007 was computed using total administered assets from the Q1 2007 HFN Administrator Survey
and adjusting the survey results upward to take into account the percent of hedge fund industry assets which are either “self-
administered”, or accoun g were derived using
the same process, alth

All statistics and per e<information prowi e i i were calculated using
returns reported to the
performance become

Flow data for new or liquidating funds is subject the limitations of how quickly new funds enter the HFN database, subject to the
mandatory minimum of two months performance history, and the timeliness in which funds may cease reporting to the HFN database
due to either liquidation or funds closing to new investors.

**For details on fund components of these averages visit: www.hedgefund.net

HFN Averages are based upon hedge fund performance as reported by hedge fund firms, their agents or other representatives.
Performance has not been independently verified by Channel Capital Group Inc.

This document may not be reproduced or distributed except by authorized representatives of Channel Capital Group Inc. This
document does not constitute a solicitation to buy or sell or of an offer to buy or sell any security, and does not include a
recommendation of any security. Nothing herein this report shall constitute tax or investment advice. Reasonable care has been taken
in compiling the information contained herein, however such information is dependent on the accuracy of reporting hedge funds and
their agents, and as such, Channel Capital Group Inc. is not responsible fany errors or omissions. This document describes broad
investment strategies and sectors, but does not contain a complete description of the risks associated with them. The views contained
herein represent opinion and are not intended to predict or depict performance of any investment. This report is not directed at any
particular individual or entity and should not be relied upon in making an investment decision.
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