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Disclaimer

These materials are solely for informational and discussion purposes only. The data and
information provided are based primarily upon information provided to Morgan Stanley by
unaffiliated third parties. This data and information is believed to be reliable. Morgan Stanley
does not undertake to update this, and the results discussed may change without notice. Morgan
Stanley shall not in any way be liable for claims relating to these materials and makes no
express or implied representations or warranties as to their accuracy or completeness or for
statements or errors contained in, or omissions from, them. The products discussed in these
materials may be purchased only after your review and execution of offering and subscription
documents. These offering and subscription documents should be thoroughly reviewed for a
description of the terms of each of the respective particular investments and the material risks
associated with it prior to making any investment decision. Legal, accounting and tax
restrictions, transaction costs and changes to any assumptions may significantly affect the
economics and results of any transaction or investment. The information and analyses contained
herein are not intended as investment, tax or legal advice. The investment strategies described
may not be suitable for your specific circumstances; accordingly, you should consult your own
tax, legal or other advisors, at both the outset of any transaction and on an ongoing basis, to
determine such suitability. Morgan Stanley does not provide tax advice. The tax
information contained herein is general and is not exhaustive by nature. It was not

intended or written to be used, and it cannot be used by any taxpayer, for the purpose

of avoiding penalties that may be imposed on the taxpayer under U.S. federal tax laws.

Federal and state tax laws are complex and constantly changing. You should always
consult your own legal or tax professional for information concerning your individual

situation.  Any investment returns, past, hypothetical or otherwise, are not indicative of future
performance. These materials do not constitute an offer, or a solicitation of an offer, to buy or
sell any security or financial instrument or participate in any trading strategy. Morgan Stanley
and its investment affiliates may act as prime broker for funds described in this material or as
investment banker for the issuer of the securities held by such funds which creates conflicts of
interest and may mean that Morgan StanleyOs interests, e.g., as secured lender, will be adverse
to yours. Morgan Stanley will not inform you of information obtained through such roles. ©
Morgan Stanley 2010



General Risﬁkﬂf(}gnsid—e—rations

ALTERNATIVE INVESTMENT PRODUCT RISK CONSIDERATIONS

! General Investment Risk. Investments may be speculative and include a high degree of risk.
Investors could lose all or a substantial amount of their investment.

! Leverage. Investments can be highly volatile and may engage in leverage and other speculative
investment practices, which can increase investment loss.

! llliquidity. Investments can be highly illiquid. There may be no secondary market and there may be
restrictions on redemptions, assigning or otherwise transferring investments.

! Fees and Expenses. Investments may have higher fees and expenses than other investment
vehicles, and such fees and expenses could have an impact on returns.

! Taxes. Investments may involve complex tax structures and delays in distributing important tax
information to investors.

! Absence of Regulatory Oversight. Alternative investment offerings generally are not registered
offerings and are not subject to the same regulatory requirements as more traditional products.

! Lack of Transparency. Alternative investments typically are not required to provide periodic pricing
or valuation information to investors.

These and other specific investment risks and conflicts of interest are more fully disclosed in the
respective fundOs Offering Memorandum.

Disclosure
The information and opinions in this presentation were prepared by Alternative Investment Partners
(OAIPO), a division of Morgan Stanley Investment Management ("MSIM"). Facts and views presented
have not been reviewed by, and may not reflect, opinions held by or information known to,
professionals at affiliates of Morgan Stanley, including Morgan Stanley Smith Barney, in other Morgan
Stanley business areas, including Morgan StanleyOs Equity Research Dept., prime brokerage,
investment banking, wealth management or other divisions of MSIM. Morgan Stanley and its affiliate
companies are involved in businesses that provide services to or deal in instruments traded by the
managers mentioned. These businesses may include prime brokerage, fund interest placements,
investment banking, market making and risk arbitrage and other proprietary trading. Other AIP or
MSIM teams may compete with the managers described and may employ different or similar
strategies to those described for any manager. There may be restrictions on the ability to redeem out
of a fund described and, in addition, there may be time limitations on the exercise of options or other
rights in securities held by the funds or managers described that affect the success of the strategies
described. The trademarks and service marks contained herein are the property of their respective
owners. No portion of this presentation may be reprinted, sold or redistributed without the written
consent of Morgan Stanley.
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Expansion of Investment Opportunitiqg/Means’Aéséf Allocation Can

- Benefit From Disaggregation by Return Sources

Cash
10%

Source of Risk and Return

Bonds ¥ Asset class returns

Stocks
Beta ¥ Driven by fundamental

factors (e.g., GDP growth)

Hedge Funds Cash ¥ Returns from manager skill

Private Alpha ¥ Usually based on security

Real Estate /g, selection or market timing
Bonds

Private
Equity

Stocks Liquidity ¥ Premium associated with
holding illiquid investments

Note: The above information is purely hypothetical and for illustrative purposes only and does not represent the performance of any specific investment. All
information is based on the research and opinions of AIP as of the date hereof and not as of any future date. The allocations shown are purely hypothetical. J
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During 2008, the 2008: A Period of Value Destruction

HFRI'Composite
Hedge Fund Index

o
lost 18.4% and the 0.00%
HFRI Fund of Funds
Index lost 20.7%... -5.00% 1
...of which about 60% -10.00%
of the loss was
recorded during a 6- -15.00% -
week period
-20.00% -
Data Source: Hedge Fund Research
-25.00% A
-26.20%
-30.00%
-35.00% A
-35.00%
0,
-40.00% -31.00%
-45.00% 43.20%
-50.00%
S&P 500 Index MSCI EAFE Index Credit Suisse High Yield Commodity Research

Bureau Total Return Index

Appendix for index definitions.

Note: Although the above statistics cite index returns, it is important to note that one cannot invest in an index. See
Data Source: Datastream G



2008: An Unusual Trading Environment

High Yield Option Adjusted Spread
(%, Barclays HY Il Master Index, 2001 to 2008)
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2008: Asset-Liability Mismatches and Redemptions

Hedge Fund Balance Sheets

Asset values
declining:
¥Deleveraging
¥Redemptions
¥Forced selling

l

Liabilities

Equity

Prime Brokers
reduced
amount of credit
outstanding /
available and
raised the cost
of financing

Investors submitted
redemption requests

Investors / prime
brokers demand

Vicious cycle
Deleveraging Cycle*
Hedge funds suffer
losses
Hedge funds sell
assgets, driving <:
down prices

capital

¥Page 3 of Morgan Stanley Graystone Research Hedge Fund Review & Outlook, Fourth Quarter 2008
Source: Hedge Fund Research 2009 Industry Report

Historical Hedge Fund Assets
($billion)

2137

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
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Competition for Alpha Has Dramatically Diminished

Hedge Fund AUM

($ trillion) Large decrease in proprietary
Estimated Hedge Fund trading activity
I I I Capital Deployed ¥ Two key players, Bear Stearns and
(% trillion) Lehman Brothers, failed
56 ¥ Other banks significantly
June 2008 June 2009  March 2010 ~55% reduction decreased proprietary trading to

bolster their balance sheets

By late 2008, proprietary trading
activity at the major banks had
fallen by approximately 70%
(although it has somewhat

29
rebounded)
] June 2008 June 2009 March 2010
14 15

Estimated Leverage 8
(times) 6} .

June 2008 June 2009 March 2010

Source: HFR Global Hedge Fund Industry Report, © HFR, Inc. 1Q 2010, www.hedgefundresearch.com; MS AIP manager data; MS Prime Brokerage.
Past performance does not guarantee future results. See important Disclosures and Risk Considerations on Page 2 and 3.



The Pre-Recovery Relationship
Between Competition and Performance

Change in Information Ratio vs Change in Participants
(February 2006 to February 20, 2009)
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Source: HFRI database; Morgan Stanley analysis. The strategies chosen above were represented
by their index performance. See OThe Winds of Change: Hedge Fund Turmoil, Industry Evolution and
Performance,O Graystone Research White Paper, March 2009.

Note: Information Ratio is the ratio of the average alpha (excess return above market returns) G

divided by the volatility of alpha. It is used as a measure of efficiency of alpha generation by active
managers.



Recent Alpha Generation Appears Consistent with the
Effect of Reduced Competition

Estimated Information Ratio by Hedge Fund Style

2.28
2.08
1.83

163 - 2007

. 2008

. 2009

1.09
| — T
-0.22 0.30
Equity Long-Short Event Driven Relative Value

Source: HFRI Style Indexes. See appendix for definitions..
Past performance does not guarantee future results. See important Disclosures and Risk Considerations on Page 2 and 3.
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More volatility in the system than most expect -
Hedge funds perform well during the decline

Update Opportunities

Issue

On May 6, equity markets declined more than !

5% across the globe

The speed of the decline highlights:
¥ Low conviction

¥ Widespread use of trading systems

¥ Limited ability of long-only mgrs to mitigate downside

Dow Jones Industrial

Average Index
May 6, 2010

Directional Strategies

Statistical Arbitrage and High Frequency
Traders B Mixed

Global Macro B Varied

b  Discretionary Managers B Modestly
positive to negative
B Short-term Technical CTA D Up

b Long-term Trend-following CTAs B
Down

Equity Long/Short
B Opportunistic managers declined

b High hedge L/S managers - modest
declines

Relative Value Strategies
b Flat to modestly down

Event Driven Strategies

! Fundamentals donOt seem to matter during

0.0%

-0.5%

-1.0%

-1.5%

-2.0%

-2.5%

-3.0%

-3.5%

-4.0%

-4.5%

periods of panic

Hedge funds have minimized losses during
market selloffs, due to risk management
systems, active trading, short exposures
and hedges

US Market and Hedge Funds
HFRX Indexes'

May 6, 2010

-0.25%
-0.40% -0.42% -0.27%

-0.85%

-3.85%

S&P 500 Global Equity Event Macro Relative

B In general, losses result from spread

. . Index Hedge Driven Value
)0 widening

Source: Bloomberg and Hedge Fund Research, Inc.

Source: DJIA Footnote: (1) See Appendix for index descriptions.

See important Disclosures and Risk Considerations on Pages 2 and 3.



Turbulence may accompany glide path out of

Issue

1! years after the worldwide financial crisis of
2008, global economic conditions are better
than many had expected:

Fiscal and Monetary policy
- Massive liquidity injections

- Novel credit facilities

As temporary policy measures are:
- Withdrawn
- Liquidity drained

Sound underlying fundamentals are required

Looking forward, long-term solvency
expectations begin to replace concerns about
short term liquidity needs or funding
requirements

Concern

! Markets exit worst financial crisis in a
generation B with OminimalO setbacks,
are investors too complacent?

1400

60.0%

& SP500 (Left)

1200 — VX (Right 50.0%

1000 40.0%
800
30.0%
600 “
0,
400 | 20.0%

200 10.0%

0 0.0%
3/2/09 5127/09 8/20/09 11/13/09 2/11/110 5/10/10

Source: Bloomberg

! Meaningful uncertainties around:
Economic activity
Corporate earnings visibility
Unemployment
Outstanding debt

b Consumer

b Sovereign

b Corporate Borrowers

b Commercial Real Estate
b Banking system
b Funding markets

(VBVEIVRV}

Opportunities
! Diversified portfolio of hedge funds can
offer the following benefits:

! Reduced exposure to volatile markets

! Returns generated from:
b Security selection

b Market timing

! Low correlations to traditional asset
classes

! Attractive risk adjusted return potential,
relative to:

b Equity Markets
B Emerging Markets
B High Yield investments

See important Disclosures and Risk Considerations on Pages 2 and 3.



Sovereign credit default risks

Issues Concerns Opportunities

! In 2009 many countries responded to I GreeceOs situation not isolated: I Many hedge fund managers have
the financial crisis through combinations been able to capitalize upon this
of fiscal and monetary policies b Aid package limits near term opportunity via:

! As economic policies are modified, liquidity risks
investors assess total costs relative to D Outright shorts in European equity

~ . markets

each countryOs prospects P Long term solvency issues

! Nowhere is investor skepticism more remain B Short select OPIIGSO companies
pervasive than with respect to Greece,  Credit Default Swaps

followed by Portugal, Spain and Italy
L . B Short Euro positions
! Eurozone undergoing first real test since

inception of unified Euro currency ! Contagion risks high b Fed Fund Libor SWAPS
! Uncoordinated policy responses to B Long EURO long-term expiry volatility
varying economic and fiscal regimes in vs. short-term expiry
the EU, provokes complex connections I Sovereign risks may impede a rise
among markets in yields
Rising Credit Default Risks I Certain hedge fund strategies may
(5 year Credit Default Swaps) have an edge over long-only
] R . .
I Ten-year Intere_\st .Rate Swap . approaches, including:
oo The ‘Domino-Effect’ & Contagion Fears... Grecce Spreads trade inside US Treasuries
. ...Once the Risk is Fully Priced, it Will fOI' the ﬂrSt time - Global Macro
400 Clear a Fast Path to Rising Yields

- FX and Fixed Income trading

Portugal
Ireland
Spain

- Active/Trading oriented

wﬁm - European long/short and credit
[}

Jan09 M09  Apr09  Jn09 Aw09 Oct09 Dec03  Feb10  Apr10
Source: Bloomberg, Morgan Stanley Research

See important Disclosures and Risk Considerations on Pages 2 and 3.



Bifurcation of Emerging Markets/Newly-
industrialized Economies vs. Developed
Economies

Issues

I IMF projects that GDP for
Emerging and Developing
Economies will grow at 6.3% for
2010 and 6.5% for 2011

I Advanced Economies to expand at
2.3% in 2010 and 2.4% in 2011:

B Growth in the US is moderate

B Europe and Japan likely to be limited
Real GDP Growth

- Emerging and I
8 - |developing economies -

6 - World -

2- Advanced i
- economies

_41 970 80 90 2000 10 15

Source: International Monetary Fund

Concerns

I De-couplingd phenomena tend to
occur during constructive
investment backdrops:

- Low interest rates
- Moderate global inflation

- Stable global geo-political environment

I ORe-couplingO takes hold when:
- Market volatility rises
- Liquidity diminishes
- Geo-political risks escalate
- Economic uncertainty rises
- Policy and supply shocks
- OFlight to safetyO behavior dominates
I Downside risk for EM highly

correlated to Developed Country
risks

I EM exposure influenced by ORisk

OnO/ORisk OffO trading strategies or
the pervasive OPro-growthO trade

Opportunities

¥ Across a variety of strategies, hedge
fund managers can opportunistically
capitalize on Emerging Market
opportunities:

B Equity Long / Short
b Global Macro
b Multi-Strategy

¥ Ability to control beta exposure:

b Derivatives
b Leverage
B Shorting

¥ Opportunity to create alpha
B Market timing

B Security selection

¥ Improved risk/return characteristics

See important Disclosures and Risk Considerations on Pages 2 and 3.



Financial Reform and Regulatory

Issues Concerns Opportunities

Key areas that are under consideration
- Federal Consumer Protection Hedge funds operate under the
provisions afforded to

! Systemic Risk

! Fiduciary Duty - Solvency SV .
_ _ sophisticated investor/
- Regulatory regime and the roles of Systematic . .
L _ . . institutional.

! Derivatives Reform Risk Regulators (OSRRO)

Issues likely to affect hedge funds involve:
! Corporate Governance S

! Registering with the SEC Reform may provide for:
I T ! New reporting requirements; including total
. ransparency borrowings, off-balance sheet assets and

liabilities

! Global AML Standards ! Formalizing the Over-The-Counter (OOTCO) - More standardized reporting and metrics

derivative and Asset Back Securities
! Political posturing and unilateral eoutcryramenork - More homogenous definitions
’ P 9 ! Forcing OTC trades through a public
counterparty mechanism such as exchanges. - Improved transparency
market restrictions (I'e' May ! Harmonizing the efforts of the SEC and the
CFTC, to create a uniformed regulatory body - Reduced organizational risks
2010 German ban on Shortlng) ! Restrictions on marketing of non-EU domiciled

funds to European clients

! Alternative Investment Fund ! Remuneration and compensation guidelines

- More consistent business practices

! Short selling and leverage regulations - Reduced systemic risk

Managers (AIFM) Directive in

! Forced use of single counterparties

Europe

See important Disclosures and Risk Considerations on Pages 2 and 3.
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Issues
Opportunities

o ! Hedge funds held up well during the OFlash CrashO on May 6
Uncertainties rsing across:
! In general, hedge funds can capitalize on changes in the global

economy: divergent positioning among various managers b both for

| -
! Exchange stability growth and for decline

| OFastO markets ! Selected managers can profit on sovereign defaults or spreads
widening
! Global economic recovery ! Many strategies can capitalize upon EM opportunities

. . . ! Financial reforms could provoke improvements in the following:
! Sovereign default risks and contagion concerns
- Transparency, Governance & Business practices

! Delinking of Emerging Markets and Developed

Markets Hedge funds offer a wide range of risk-mitigation capabilities:

! Regulation and financial reforms ¥Sophisticated risk management systems
¥Hedged positions

¥Active trading
¥Dynamic market exposures

Hedge funds tend to offer:
¥Lower volatility

¥Less correlation to long-only investments:
- Lower beta (exposure to risk assets)

- Sources of skill-based returns

See important Disclosures and Risk Considerations on Pages 2 and 3 and at the end of this presentation.
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Defining the Opportunities: The Bigger Picture

Over the near-term, investors need to position themselves with respect to three broad areasE

Volatility

(INliquidity

Long. Divergence from fundamentals and reduced competition
make alpha more attractive relatively and absolutely.

Long. Ongoing uncertainty and behavioral factors swamping
fundamental factors means looking for opportunities that may
perform well in higher volatility environments.

Unclear. Long-term return to illiquidity may be attractive but
investor specific preferences and management of path
determine positioning.

Finding portfolios which allow one to take advantage of dislocations
but provide sufficient protection should be the objective




Theme One: Event-Driven Manager Focus Evolves!'

M&A Volume Resumes - —

- —

Quarterly Announced Deals
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¥ Merger and acquisition activity peaked in 2007 B and plunged in number and
volume as the credit crisis intervened.

¥ Certain industry observers B and certain hedge fund managers b believe that
2009 marks the low point for mergers and acquisitions, and that the M&A cycle
will rebound over the next several years, based on resurgent equity values and
prospects for growth in the general economy.

¥ At a minimum, growth in M&A experience creates new opportunities for event-
driven hedge fund managers with appropriate experience and capabilities in
merger arbitrage.

¥ In particular, contested takeovers with wider spreads would provide
opportunities for managers with certain capabilities including the following:
probabilistic decision-making, analytic strength and risk management discipline.

Eootnotes:

~ Tactical Positioning

HFA is overweight event-driven managers with experience and
judgment in:

¥Merger arbitrage investments

HFA is overweight event-driven managers with skills and resources
in:

¥Corporate restructurings

¥Reorganizations and liquidations

HFA prefers event-driven managers that emphasize skill-driven
opportunities — who have reduced their beta exposures:

¥ Active traders
¥ Asymmetric risk profiles
¥ Appropriate distribution of liquid vs. illiquid portfolio exposures

¥ Focus on events, rather than yield or carry

(1) These views represent the view of the authors of this presentation as of the date of this presentation. Market developments may cause reassessment of these views at any time, and,

consequently, these views may change at any time. Indexes are unmanaged portfolios of securities and do not represent the performance of any specific investment. Please see definig

provided in the Appendix.

Past performance does not guarantee future results. See important Disclosures and Risk Considerations on Page 2 and 3




Theme Two: Risk Transitions'

Euro Interest Rate Swaption Volatility

(Volatility of ATM-1-Year Eurodollar-3-Months-Forward)
70

65 4

[}
o
L

(4]
o
L

Volatility (annual bp)
[
(5]

45 -

40 T T T T
4-Jan-10 3-Feb-10 5-Mar-10 4-Apr-10 4-May-10

Source: :Barclays Capital

Although history will confirm it only after the fact, a transition in macro trends may be
underway D looking ahead, such a transition would tend to benefit certain managers in the
Global Macro / CTA sectors.

Many managers in this category had established portfolio positions anticipating the effects
of Eurozone developments. Timing, of course, is everything. The crisis in Greece began
to gather force in late-March/early-April, but not soon enough to appear in the returns of
managers in the Global Macro/CTA strategy.

Recent positioning for certain global macro managers included short sales in the Euro and
long volatility exposures in interest rates and currencies. As the graph above suggests,
long volatility exposures in Euro interest rate options would have produced flat-to-negative
returns in 1Q10 B depending upon timing B but would have generated profits in the April-
May time period.

Short-term trend-following CTAs tend to benefit during transition periods B and tend to
experience particular benefits during spikes in volatility. This pattern was evident in 1Q10
b when short-term trend-followers experienced modest losses B but the converse was
evident in the beginning of 2Q10, as managers in this sector produced positive returns.

Eootnotes:

Tactical Positioning

HFA remains positive on certain Global Macro managers:

¥ Strategies based on fundamental analyses

¥ Strict monitoring of risk limits and implementation of risk controls
¥ Appropriate infrastructure to support range of strategies

¥ Caveat: the Global Macro sector is heterogeneous B manager
selection is, hence, critical

HFA is maintaining a normal weight on short and medium-term
trend-following CTAs B paying close attention to signals on the
establishment of new trends:

¥ Emphasis on trading strategies designed to respond to changes in
market volatility B short-term trend followers tend to benefit from
volatility spikes

¥ |f and when new trends are established, certain medium-term trend
followers should tend to benefit

(1) These views represent the view of the authors of this presentation as of the date of this presentation. Market developments may cause reassessment of these views at any time
consequently, these views may change at any time. Please see definitions provided in the Appendix.

Past performance does not guarantee future results. See important Disclosures and Risk Considerations on Page 2 and 3



Theme Three: Fundamentals Matter, but the Path Forward can be Bumpy'
S&P 500 Index vs Greece CDS Spreads: 1/1/10 — 5/11/10 Tactical Positioning

9.25 1250

2 HFA is overweight active managers noted for security selection skills

8.25 - in the following strategy sectors:
r 1210 ()
% 725 1 L 1190 i ¥ Equity Long/Short managers B opportunistic trading styles,
$ e £ variable net exposures and/or low net market exposures
» 6251 8
2 s e g ¥  Multi-Strategy managers D diversified portfolios designed to
%.’ ] r11%0 @ exhibit low correlations with equity markets
g 4.25 r 1110 %
5 oo © ¥ Selected Relative Value managers B seeking to capture and
325 ] exploit anomalies in pricing and value in liquid but inefficient markets
r 1070
225 1050 ¥ Selected Credit Long/Short managers B exploiting opportunities
01/04110 02104710 0s/07r10 o4/07r10 085/08/10 relating both to spread-tightening and spread-widening, dependent
Greece Credit Swap 5Yr Spread (%) ——S&P 500 upon market sector

Sources: Standard & PoorOs Corporation, J.P. Morgan
* Over the course of 1Q10, market concerns mounted over weakness in certain

Eurozone economies, with particular attention to Greece. Despite this anxiety, market

prices for OriskyO asset sectors B including U.S. equities B ascended. As the crisis Key Characteristics

approached its 2Q10 climax, correlations increased among seemingly uncorrelated ¥ Fundamental research-driven methodologies
sectors. The price/value spikes around the near-term resolution of the Greek crisis
penalized certain hedge fund strategies and rewarded others. ¥ Elevated insights into particular industry sectors
« Ongoing market inefficiencies represent the complement to market uncertainty. This ¥ Opportunistic orientation:
means that hedge fund strategies sustained by security selection skills continue to .
encounter an OAlpha-richO trading environment. b Active traders
+ Hedge fund strategy sectors incorporating active trading, diversified portfolios, B Emphasis on liquid strategy sectors

variable net and low net market exposures, and strategy rotation ® among other
investment approaches B all stand to benefit in an environment characterized by
uncertainty and rapid change
Eootnotes:
(1) These views represent the view of the authors of this presentation as of the date of this presentation. Market developments may cause reassessment of these views at any time, and,
consequently, these views may change at any time. Indexes are unmanaged portfolios of securities and do not represent the performance of any specific investment. Please see definij
provided in the Appendix.

Past performance does not guarantee future results. See important Disclosures and Risk Considerations on Page 2 and 3



The financial crisis and ongoing aftershocks has created both risk and
opportunity for investors in ways not seen in previous decades

The concomitant effects on industry participants have created
substantial opportunity for talent to express itselfE

Ebut investors must be mindful of potentially large and rapid declines as
they pursue returns from liquification and normalization of economic and
financial arenas



Appendix

Key Definitions and Index Descriptions



Key Definitions

Alpha N The excess return of an asset not explained by systemic (market) risk.

ARMAX Model N A number of hedge fund managers invest in illiquid assets that trade infrequently. Since their
reported returns are based on estimated values of these securities, reported returns tend to be artificially smooth.
ARMAX models help quantify the degree of smoothing by estimating the relationship between a manager's
current return, and returns in previous periods. This information can be used to better estimate a manager's
actual volatility and correlation to other assets.

Average Shortfall N The average loss during periods of negative returns.

Bayesian Forecasting N Bayesian forecasting develops projections by statistically combining historical
performance with an investor's qualitative views.

Beta N A measure of the sensitivity of the return of an investment to the returns in a market with which it is being
compared as a whole. A beta of 1 indicates that an investmentOs price tends to move in sync with the market. A
beta greater than 1 indicates that an investmentOs price tends to be more sensitive to market movements, while a
beta less than 1 indicates that an investmentOs price tends to be less sensitive to market movements. A beta less
than 0 would indicate an inverse relation to the market.

BRIC N Acronym for the economies of Brazil, Russia, India and China combined, and it is posited that these four
economies will become wealthier than most of the current major economic powers within the next 50 years.

Correlation N Statistical measure of the degree to which the movements of two variables are related. For
example, positive correlation implies that, as one asset moves up or down, another asset moves in the same
direction. Correlations range from -1 to 1.

Dynamic PCA and E-Garch N These models estimate changes in an investment's volatility over time, as well as
changes in the correlation across investments over time.

Efficiency N Measures the excess return per unit of risk in an investment asset. In the case of Total Return,
efficiency is equal to Sharpe Ratio.

Emerging Markets N Countries with economies and social activities undergoing rapid growth and
industrialization. Emerging Markets include the following countries: Brazil, Chile, China, Colombia, Czech
Republic, Egypt, Hungary, India, Indonesia, Israel, Korea, Malaysia, Mexico, Morocco, Peru, Philippines, Poland,
Russia, South Africa, Taiwan, Thailand, and Turkey.




Key Definitions - continued

G-5 N The Group of Five, which comprises the five largest economies of the developed world. They are the
United States, Japan, Germany, the United Kingdom, and France.

G-7 N The Group of Seven, which comprises the seven largest economies of the developed world. They are the
United States, Japan, Germany, the United Kingdom, France, Italy, and Canada.

Information Ratio N A measure of the risk-adjusted return of a financial security (or asset or portfolio). It is
defined as expected active return divided by tracking error.

Johnson Distribution — A four parameter distribution that characterizes an investment's average return,
volatility, skewness, and kurtosis.

Kalman Filter Model N Kalman filter models are used as dynamic factor models. These models estimate a
manager's exposure to different factors over time. For example, they can identify shifts in an equity long short
managerOs exposure to the S&P 500.

Lock-Up N Time period, often one year, during which an initial investment in a hedge fund, or any part of that
investment, cannot be redeemed.

Monte Carlo Simulation N This technique simulates the potential future characteristics of an investment. These
characteristics could be realized returns, average returns, risk levels, or exposures to different markets (e.g., a
manager's exposure to credit markets).

Maximum Drawdown N The worst fall in performance, peak to trough, regardless of whether or not the
drawdown consisted of consecutive months of negative performance.

Multi-Dimensional Efficient Frontier N A technique that evaluates portfolios across multiple dimensions,
including expected return, volatility, downside risk, liquidity, and estimation error. By contrast, traditional portfolio
optimization only considers two dimensions: return and volatility.

Narrow money N An economic term meaning bank reserves plus currency, or currency held by the non-bank
public and demand deposits of banks.

NIC (Newly Industrialized Countries) — Countries whose economies have not reached first world status, but
are outpacing their developed counterparts.

Ordinary Least Squares Regression — This technique estimates the relationship between one or more factors
and a managerOs returns by choosing market betas that maximize the explained variance of manager returns,
assuming that the relationship between the factors and manager returns is linear.




Key Definitions - continued

Sharpe Ratio N A ratio developed by William F. Sharpe to measure risk-adjusted performance. It is calculated by
subtracting the risk-free rate from the rate of return for a portfolio and dividing the result by the standard deviation
of the portfolioOs returnsFor example, if a portfolioOs average return is 10%, the risk-free rate is 5% and volatility
is 10%, the Sharpe Ratio would be 0.5 (i.e. (10%-5%)/10%).

Standard Deviation N A measure of volatility (risk) that measures the degree to which an investmentOs annual
performance has varied over a particular period.

Stepwise Regression Model N A stepwise regression model is used to identify factors that best explain a
manager's performance. The model compares the managerOs performance to that of a large number of factors,
and selects the subset of factors that most closely correspond with the managerQOs returns.

Underperforming Cash N Indicates when asset returns are less than the return provided by cash during the
same period

VaR (Value at Risk) N Measures the likelihood that a given portfolio's losses will exceed a certain amount over a
specified period of time within a given confidence level. As an example if the 95% annual VaR of a portfolio is
10%, this means 5 out of every 100 years, the portfolio will lose 10% or more.

Volatility N A statistical measure of the tendency of a market or security to rise or fall sharply within a period of
time, usually measured by standard deviation. Higher levels of volatility correspond with higher levels of risk.
See also Standard Deviation.




Index Descriptions

I Equity Indexes:

I S&P 500 Index. Widely regarded as the standard for measuring large-cap U.S. stock market performance, this
popular index includes a representative sample of leading companies in leading industries. The S&P 500 is a
benchmark used by many U.S. money managers and pension plan sponsors. More than $1 trillion is indexed to
the S&P 500.

I'Russell 3000 Index. The Russell 3000 Index measures the performance of the largest 3,000 publicly held US
companies based on total market capitalization, which represents approximately 98% of tenantable US market.

IRussell 2000 — US Small Cap Equity. The Russell 2000 Index measures the performance of 2,000 publicly held
small cap US companies based on total market capitalization; The Russell 1000 Index measures the performance
of 1,000 publicly held large cap US companies based on total market capitalization. The difference between the
two indices represents the small cap premium.

IMSCI EAFE Index (Europe, Australasia, Far East). The MSCI EAFE Index is a free float-adjusted market
capitalization index that is designed to measure the equity market performance of developed markets, excluding
the US & Canada. The MSCI EAFE Index consists of the following developed market country indices: Australia,
Austria, Belgium, Denmark, Finland, France, Germany, Greece, Hong Kong, Ireland, Italy, Japan, the Netherlands,
New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland, and the United Kingdom.

I MSCI Emerging Markets Index. The MSCI Emerging Markets Index is a free float-adjusted market capitalization
index that is designed to measure equity market performance of emerging markets. As of June 2009 the MSCI
Emerging Markets Index consisted of the following 22 emerging market country indices: Brazil, Chile, China,
Colombia, Czech Republic, Egypt, Hungary, India, Indonesia, Israel, Korea, Malaysia, Mexico, Morocco, Peru,
Philippines, Poland, Russia, South Africa, Taiwan, Thailand, and Turkey.

I Eurostoxx 50 Index. The Dow Jones Eurostoxx 50 Index is a market capitalization-weighted index of 50 blue-
chip stocks from the countries that participate in the European Monetary Union. The index was created with a
base value of 1,000 on December 31, 1991.

I Fixed Income Indexes:

I JPMorgan Emerging Markets Bond Index Global. The JPMorgan Emerging Markets Bond Index Global tracks
total returns for traded external debt instruments in the emerging markets . The EMBI Global includes US dollar-
denominated Brady bonds, loans, and Eurobonds with an outstanding face value of at least $500 million




Index Descriptions - continued

I Barclays Capital U.S. Treasury Index. The Barclays Capital U.S. Treasury Index includes public obligations of
the U.S. Treasury. Treasury bills are excluded by the maturity constraint but are part of a separate Short Treasury
Index. In addition, certain special issues, such as state and local government series bonds (SLGs), as well as
U.S. Treasury TIPS, are excluded. STRIPS (‘separate trading of registered interest and principal securitiesO) are
excluded from the index because their inclusion would result in double-counting.

I Barclays Capital U.S. MBS Index. The Barclays Capital U.S. Mortgage Backed Securities (MBS) Index covers
agency mortgage-backed passthrough securities (both fixed-rate and hybrid ARM) issued by Ginnie Mae (GNMA),
Fannie Mae (FNMA), and Freddie Mac (FHLMC). Introduced in 1986, the GNMA, FHLMC, and FNMA fixed-rate
indices for 30- and 15-year securities were backdated to January 1976, May 1977, and November 1982,
respectively. Balloon securities were added in 1992 and removed on January 1, 2008. 20-year securities were
added in July 2000. On April 1, 2007, agency hybrid adjustable-rate mortgage (ARM) passthrough securities were
added to the U.S. MBS Index. Hybrid ARMs are eligible until 1 year prior to their floating coupon date

I Barclays Capital U.S. Aggregate Index. The Barclays Capital U.S. Aggregate Index covers the USD-
denominated, investment-grade, fixed-rate, taxable bond market of SEC-registered securities. The index includes
bonds from the Treasury, Government-Related, Corporate, MBS (agency fixed rate and hybrid ARM
passthroughs), ABS, and CMBS sectors. U.S. Agency Hybrid Adjustable Rate Mortgage (ARM) securities were
added to the U.S. Aggregate Index on April 1, 2007, but are not eligible for the Global Aggregate Index.

I Barclays Capital U.S. Treasury Inflation-Protected Securities (TIPS) Index. The Barclays Capital U.S.
Treasury Inflation-Protected Securities (TIPS) Index is a rules-based, market value-weighted index that tracks
inflation-protected securities issued by the U.S Treasury. In order to prevent the erosion of purchasing power,
TIPS are indexed to the non-seasonally adjusted Consumer Price Index for All Urban Consumers, or the CPI-U
(CPI).

I Barclays U.S. Corporate Index. The Barclays U.S. Corporate Index covers USD-denominated, investment-
grade, fixed-rate, taxable securities sold by industrial, utility and financial issuers. It includes publicly issued U.S.
corporate and foreign debentures and secured notes that meet specified maturity, liquidity, and quality
requirements. Securities in the index roll up to the U.S. Credit and U.S. Aggregate indices. The U.S. Corporate
Index was launched on January 1, 1973.

I Barclays Capital U.S. Corporate High-Yield Index. The Barclays Capital U.S. Corporate High-Yield Index
covers the USD-denominated, non-investment grade, fixed-rate, taxable corporate bond market. Securities are
classified as high-yield if the middle rating of MoodyOs, Fitch, and S&P is Bal/BB+/BB+ or below. The index
excludes Emerging Markets debt. The index was created in 1986, with index history backfilled to January 1, 1983.




Index Descriptions - continued

U.S. Duration Spread Index. The U.S Duration Spread Index is constructed by the difference between Barclays
Capital U.S Treasury 1-3 Year Index and Barclays Capital U.S Treasury 7-10 Year Index.

I'High Yield Master Il Index. The Merrill Lynch High Yield Master Il Index (HOAQ) is a commonly used benchmark
index for high yield corporate bonds. It is administered by Bank of America Merrill Lynch. The Master Il is a
measure of the broad high yield market.

I Barclays Capital Global Aggregate Index. The Barclays Capital Global Aggregate Index provides a broad-
based measure of the global investment-grade fixed-rate debt markets. The Global Aggregate Index contains
three major components: the U.S. Aggregate Index (USD 300 million), the Pan-European Aggregate Index (EUR
300 million), and the Asian- Pacific Aggregate Index (JPY 35 billion). In addition to securities from these three
benchmarks (94.4% of the overall Global Aggregate market value), the Global Aggregate Index includes Global
Treasury, Eurodollar (USD 300 million), Euro-Yen (JPY 35 billion), Canadian (CAD 300 million), and Investment-
Grade 144A (USD 300 million) index-eligible securities not already in the three regional aggregate indices. The
Global Aggregate Index family includes a wide range of standard and customized subindices by liquidity
constraint, sector, quality, and maturity. The Global Aggregate Index is a component of the Multi-universe Index.
The Global Aggregate Index was created in 1999, with index history backfilled to January 1, 1990.

I Standard & Poor’s LCD All Loans Index. The Standard & PoorOs LCD All Loans Index reflects the market-
weighted performance of all institutional leveraged loans based upon real-time market weightings, spreads and
interest payments.

I Standard & Poor’s LCD BB-Rated Loans Index. The Standard & PoorOs LCD All Loans Index reflects the
market-weighted performance of BB-rated institutional leveraged loans based upon real-time market weightings,
spreads and interest payments.

I Standard & Poor’s LCD B-Rated Loans Index. The Standard & PoorOs LCD All Loans Index reflects the
market-weighted performance of B-rated institutional leveraged loans based upon real-time market weightings,
spreads and interest payments.

I Standard & Poor’s LCD CCC-Rated Loans Index. The Standard & PoorOs LCD All Loans Index reflects the
market-weighted performance of CCC-rated institutional leveraged loans based upon real-time market weightings,
spreads and interest payments.

IUBS Investment Bank Convertible Bond Index. The UBS Global Convertible Bond Index measures the size
and performance of the convertible bond market. The Focus Index family is designed primarily for tracking and
benchmarking against the most liquid issues, with relatively low turnover. Offer prices are used for issues entering
and exiting all indices. The Focus Costed Index family reflects the costs of trading convertibles. As a result it
applies a notional spread within the drop price utilized for issues being removed from the index. The At-The-
Money (ATM) indices were created for those outright investors that invest in balanced convertibles. As it features
strict rules based on conversion premium, it has a higher turnover.




Index Descriptions - continued

I Other Indexes:

I Merger Arbitrage (Factor) Index. The Merger Fund is an open-end fund incorporated in the USA. The fundOs
objective is to achieve capital growth by engaging in merger arbitrage. The fund normally invests at least 80% of
its assets principally in the equity securities of companies which are involved in publicly announced mergers,
takeovers, tender offers, spin-offs and other corporate reorganizations.

I Fama-French Momentum Factor. The Fama-French Momentum Factor is constructed by using six value-weight
portfolios formed on size and prior returns. The portfolios, which are formed monthly, are the intersections of
portfolios formed on size and portfolios formed on prior return. The monthly size breakpoint is the median NYSE
market equity. The monthly prior return breakpoints are the 30th and 70th NYSE percentiles. The factor is the
average return on the two high prior return portfolios minus the average return on the two low prior return
portfolios

I Fama-French Short-Term Reversal Factor. The Fama-French Short-Term Reversal Factor is constructed by
using six value-weight portfolios formed on size and prior returns. The portfolios, which are formed monthly, are
the intersections of portfolios formed on size and portfolios formed on prior return. The monthly size breakpoint is
the median NYSE market equity. The monthly prior return breakpoints are the 30th and 70th NYSE percentiles.
The factor is the average return on the two low prior return portfolios minus the average return on the two high
prior return portfolios.

! Trend Following S&P 500 Index. Trend Following S&P 500 Index is constructed by following the strategy that
buy when the S&P Index is above its 200-day moving average price and sell when the S&P Index is below its 200-
day moving average price.




Note:

While the HFRI Indices are frequently used,
they have limitations (some of which are
typical of other widely used indices). These
limitations include survivorship bias (the
returns of the indices may not be
representative of all the hedge funds in the
universe because of the tendency of lower
performing funds to leave the index);
heterogeneity (not all hedge funds are alike
or comparable to one another, and the index
may not accurately reflect the performance
of a described style); and limited data (many
hedge funds do not report to indices, and the
index may omit funds, the inclusion of which
might significantly affect the performance
shown. The HFRI Indices are based on
information self-reported by hedge fund
managers that decide on their own, at any
time, whether or not they want to provide, or
continue to provide, information to HFR
Asset Management, L.L.C. Results for funds
that go out of business are included in the
index until the date that they cease
operations. Therefore, these indices may not
be complete or accurate representations of
the hedge fund universe, and may be biased
in several ways.

Index Descriptions - continued

Hedge Fund Research, Inc. (HFRI) Fund of Fund Composite Index. The Hedge Fund Research, Inc. (HFRI)
Fund of Fund Composite Index is an equally weighted performance index that accounts for more than 800 hedge
funds of funds listed in the HFR Database.

'HFRX Global Hedge Fund Index. The HFRX Global Hedge Fund Index is designed to be representative of the
overall composition of the hedge fund universe. It is comprised of eight strategies; convertible arbitrage,
distressed securities, equity hedge, equity market neutral, event driven, macro, merger arbitrage, and relative
value arbitrage. The strategies are asset weighted based on the distribution of assets in the hedge fund industry.

Hedge Fund Research, Inc. (HFRI) Equity Hedge Index (long/short equity). The HFRI Equity Hedge Index
consists of managers who maintain positions both long and short in primarily equity and equity derivative
securities. A wide variety of investment processes can be employed to arrive at an investment decision, including
both quantitative and fundamental techniques; strategies can be broadly diversified or narrowly focused on
specific sectors and can range broadly in terms of levels of net exposure and leverage employed.

Hedge Fund Research, Inc. (HFRI) Event Driven Index. The HFRI Event Driven Index consists of investment
managers who maintain positions in companies currently or prospectively involved in corporate transactions of a
wide variety including but not limited to mergers, restructurings, financial distress, tender offers, shareholder
buybacks, debt exchanges, security issuance or other capital structure adjustments. Security types can range
from most senior in the capital structure to most junior or subordinated, and frequently involve additional derivative
securities. Event Driven exposure includes a combination of sensitivities to equity markets, credit markets and
idiosyncratic, company specific developments. Investment theses are typically predicated on fundamental
characteristics (as opposed to quantitative), with the realization of the thesis predicated on a specific development
exogenous to the existing capital structure.

Hedge Fund Research, Inc. (HFRI) Relative Value Index. The HFRI Relative Value Index consists of
investment managers who maintain positions in which the investment thesis is predicated on realization of a
valuation discrepancy in the relationship between multiple securities. Managers employ a variety of fundamental
and quantitative techniques to establish investment theses, and security types range broadly across equity, fixed
income, derivative or other security types.



Index Descriptions - continued

'Hedge Fund Research, Inc. (HFRI) Macro Index. The HFRI Macro Index consists of investment managers
which trade a broad range of strategies in which the investment process is predicated on movements in
underlying economic variables and the impact these have on equity, fixed income, hard currency and commodity
markets. Managers employ a variety of techniques, both discretionary and systematic analysis, combinations of
top down and bottom up theses, quantitative and fundamental approaches and long and short-term holding
periods. Although some strategies employ RV techniques, Macro strategies are distinct from RV strategies in that
the primary investment thesis is predicated on predicted or future movements in the underlying instruments, rather
than realization of a valuation discrepancy between securities. In a similar way, while both Macro and Equity
Hedge managers may hold equity securities, the overriding investment thesis is predicated on the impact
movements in underlying macroeconomic variables may have on security prices, as opposed to EH, in which the
fundamental characteristics on the company are the most significant are integral to investment thesis, holding
period, concentrations of market capitalizations and valuation ranges of typical portfolios.

I'Hedge Fund Research, Inc. (HFRI) Relative Value: Multi-Strategy Index. The HFRI Relative Value: Multi-
Strategy Index consists of investment managers which employ an investment thesis is predicated on realization of
a spread between related yield instruments in which one or multiple components of the spread contains a fixed
income, derivative, equity, real estate, MLP or combination of these or other instruments.

'Hedge Fund Research, Inc. (HFRI) Fund Weighted Composite Index. The HFRI Fund Weighted Composite
Index is an equally weighted performance index that accounts for more than 1,700 hedge funds, but not funds of
hedge funds, listed in the HFR Database, the industryOs most widely used commercial database of hedge fund
performance. While we believe the HFRI Indices present the best available aggregate benchmarks of the
performance of the hedge fund marketplace, it is possible that they will overstate the performance of the actual

hedge fund marketplace due to survivorship bias.

I CISDM CTA Equal Weighted Index. The CISDM CTA Equal Weighted Index reflects the average performance
of Commodity Trading Advisors (CTAs) reporting to the CISDM Hedge Fund/CTA Database. CTAs trade a wide
variety of OTC and exchange traded forward, futures and options markets (e.g., physicals, currency, financial)
based on a wide variety of trading models. In order to be included in the equally weighted index universe, a CTA
must have at least $500,000 under management and at least a 12-month track record. The index goes back
historically to January 1980.

I The CBOE Volatility Index. The CBOE Volatility Index (VIX) is a key measure of market expectations of near-
term volatility conveyed by S&P 500 stock index option prices. Since its introduction in 1993, VIX has been
considered by many to be the world's premier barometer of investor sentiment and market volatility.




Index Descriptions - continued

I Other Definitions

I'MSCI U.S. REIT Index. The MSCI US REIT Index is a free float-adjusted market capitalization weighted index
that is comprised of equity REITs that are included in the MSCI US Investable Market 2500 Index, with the
exception of specialty equity REITs that do not generate a majority of their revenue and income from real estate
rental and leasing operations. The index represents approximately 85% of the US REIT universe.

I Reuters/Jefferies Commodity Research Bureau Index (RJ/CRB). The RJ/CRB Commaodity Price Index is an
arithmetic average of commodity futures prices with monthly rebalancing. It is designed to provide timely and
accurate representation of a long-only, broadly diversified investment in commodities through a transparent and
disciplined calculation methodology.

I Reuters/Jefferies Commodity Research Bureau Total Return Index. The Reuters/Jefferies Commodity
Research Bureau Total Return Index is the total return index for the RJ/CRB Commodity Price Index.

I Merrill Option Volatility Expectations Index (MOVE). The Merrill Option Volatility Expectations Index is a yield
curve weighted index of the normalized implied volatility on 1-month Treasury options. It is the weighted average
of volatilities on the CT2, CT5, CT10, and CT30, weighted in the following manner: 20% 2-Yr, 20% 5-Yr, 40% 10-
Yr and 20% 30-Yr.

I Commodity Trading Advisors (CTAs) or Managed Futures can be an individual or a firm, registered with the
Commodity Futures Trading Commission through the National Futures Association, a self-regulated organization
responsible for reviewing and accepting registrations, that receives compensation for giving people advice on
options, futures and the actual trading of managed futures accounts.




