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» Index Drops on Market Jitters

A ctivity for the month of May was heavy. However, the precipitous drop in equity markets unnerved most hedge fund investors which led
to a correspondingly large drop in the index value. At 71.99, the index decreased by almost 2000 basis points from April’s levels. Dispersion
widened to 92 points, not far from its all time high of 100.

The macro-economic environment had a major effect on the hedge fund secondary market in May. The combination of Greek fallout and
evaporating liquidity in equity markets led many investors to the sidelines. Similar to the reaction one gets when an airplane hits an air pocket
in flight, investors are holding the arm rests and their breath, waiting nervously to see what happens next. With virtually no supply of funds that
are closed to new investment and almost no funds that are still in their original lock ups, the vast majority of transaction volume was in funds
that were gated. How markets react coming into the summer months will be interesting to see. Buy-side demand still remains, even if prices
have backed away somewhat, but how sellers deal with the new market volatility still remains to be seen.

> Average discount or premium (to NAV) since 1999 > Average price of trades

Date Average %  Monthly %

of NAV change

Hedgebay SMI (ex-distressed)

31-May-10 71.99% -21.56%
30-Apr-10 91.78% 7.34%
31-Mar-10 85.04% -7.02%
28-Feb-10 91.46% 3.86%
31-Jan-10 87.93% 9.27%
31-Dec-09 79.78% -7.34%
30-Nov-09 86.10% -0.72%
30-Oct-09 86.73% 4.41%
30-Sep-09 82.90% -6.22%
31-Aug-09 88.40% -0.33%
31-Jul-09 88.69% -1.84%
30-Jun-09 90.35% -2.07%

> Top traded strategy > Highest & lowest trades (relative to NAV)

Date 1st Date Highest trade Lowest trade

100.00%

Credit Private Equity
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> 1Al for May was 31.62

he IAl retreated for the second month in a row to 31.62. Transactions were concentrated in credit related issues and private

equity. The IAl, while down 1200 basis points in May, fared better then the SMI which was down 2000 basis points. Our take on
this is based on the fact that the funds in this category are very long term liquidations and the underlying valuations wont be
effected that much by month to month movements in equity markets.

The decline certainly reflects the risk premium that buyers are demanding in this volatile environment.

> Global llliquid Assets Index (GIAI)

A Monthly %
100.00 1 change

90.00
May-10 31.62 -27.06%

80.00 A
Apr-10 4335 -16.25%

70.00 4
Mar-10 51.76 10.41%

60.00
Feb-10 46.37 7.05%
50.00 1 Jan-10 43.10 10.58%
40.00 1 Dec-09 38.54 -0.13%
30.00 1 Nov-09 38.59 -5.88%
20.00 A Oct-09 41.00 -49.34%
10.00 Sep-09 80.93 12.28%
0.00 Aug-09 70.99 18.21%
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8525535388883 258553588388855553338585838558 Jul-09 >8.06 >3.50%
55550°55555055050°55055°05050°5505500505 Jun-09 27.00 -53.37%
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