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Commentary
e 115 o

OVERVIEW

M&A activity ended 2008 with a resounding thud; December results were among the lowest monthly totals
recorded all year. This weakness was across the board, affecting both strategic and financial buyers regardless
of geography or deal size. As a result, the string of five consecutive years of annual increases has ended, with
U.S. M&A activity reporting its lowest transaction total since 2005 and lowest dollar volume total since 2004.

Given the current environment, it does not appear that the level of M&A activity will increase much in the near
term. The broad declines in the global equity markets in the second half of this year have further weakened an
already shaky environment and will likely limit activity among strategic corporate buyers for at least a quarter or
two. Add in the continued near shutdown of the credit markets and increased fears of a deep and prolonged
global recession and it is easy to conclude that M&A activity will likely remain depressed in the near term.

GLOBAL M&A HIGHLIGHTS
December M&A activity was down significantly across all geographic regions.

= The total number of global transactions for the month was 2,763, representing a 21.5% decline compared with
last year, while the total dollar volume declined 54.7%, to just $160.2 billion. Both North America and Europe
saw double digit declines of more than 20% in the number of transactions. The results were even worse when
looking at the dollar volume, with North America and Europe showing declines of 76.3% and 62.4%,
respectively. Latin America and Asia-Pacific were the only regions to post an increase, with mid-single-digit
increases in the dollar volume from the year-ago period.

= The full year results for 2008 officially ended the string of consecutive annual increases in activity that began
in 2003. There were a total of 38,033 announced transactions for the year, a 6.2% decline compared with the
year-ago period, with Africa/Middle East the only region up for the year. Total global year-to-date dollar
volume of $2.851 trillion represented a decline of 33.3%, with Latin America the only region to register an
increase.

= December results for middle-market activity were also extremely weak. The global number of deals for the
month declined 17.1%, while the dollar volume of disclosed transactions declined 45.7%.

= However, full year activity for the middle market fared much better. The number of transactions declined a
modest 2.8% compared with the year-ago period, while the dollar volume declined 19.7%.

U.S. M&A HIGHLIGHTS

U.S. M&A activity continues to reflect the impact of the weak economic environment, declining stock prices, and
near shut-down of the credit markets, which have been weighing on the market for more than a year. U.S. M&A
activity declined significantly in 2008, marking the first annual decline in dollar volume since 2002. It also marked
the lowest dollar volume since 2004 and the lowest transaction total since 2005.

= OQverall, U.S. M&A activity in December totaled just 739 announced deals, down 32.7% from last year and
down 23% from the already depressed trailing-12-month monthly average of 910. The dollar volume of $58.1
billion was down 59.4% from the year-ago period and was 41% less than the LTM monthly average of $98.5
billion.

= |n the middle market, the number of transactions declined 9.3% for the month and the dollar volume of middle-
market transactions declined 51.8%.

= For the full year, the U.S. middle market managed a 4.3% increase in the number of transactions and saw the
dollar volume decline by 20.9%. Although still nothing to write home about, these totals compare favorably
with the overall market. In particular, transactions valued at less than $50 million rose 20.5% for the year, the
only segment to register an increase.

= The U.S. private-equity market remains under significant pressure. For the full year, the number of private-
equity transactions declined 26.8%, while the dollar volume fell 63.5%, or more than $350 billion compared
with 2007. The number of private-equity transactions over $750 million in value was down 63.6% from 2007,
while the dollar volume from this segment declined more than 70% compared with last year.

= As a result of this weakness, middle-market transactions involving acquisitions by private-equity firms declined
to 11.2% of all deals, down from 14.8% in 2007 and 21.0% in 2006.

= Public companies remain the most active middle-market acquirers, representing 34.8% of all transactions,
although private-company acquirers and foreign acquirers have both significantly increased their share of the
total compared to 2007.
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Commentary
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= For middle-market transactions and those with an undisclosed dollar value, the most actively targeted
industries by foreign buyers were computers/electronics and business services. Companies from Canada and
the United Kingdom were the most active buyers of U.S. middle-market companies.

EUROPEAN M&A HIGHLIGHTS

= European M&A activity ended the year on a very pessimistic note as M&A activity for December fell sharply
compared with the final month of 2007. The number of transactions declined 33.6%, while the dollar volume
declined 64.3% compared with last year.

= Middle-market activity was not much stronger, with the number of transactions declining 35.7% and the dollar
volume down 62.1% for the month.

= For the year, the number of transactions declined 3.6%, to 14,065, while the dollar volume of $1.4 trillion was
38.7% below the total for 2007.

= European middle-market M&A activity also turned in a very disappointing year, with the number of
transactions down 7.0% and the dollar volume down 19.8%.

= European private equity was also down significantly for the year as the number of transactions declined 31.1%
and the dollar volume dropped 60.4%.

Global M&A Activity

Number of Deals mmmm Undisclosed Middle Market mmmm >$750M Deal Value Deal Value
(% in billions)
45,000 - 40,550 48,033 - $4,800
40,000 - 35,948 ’ - $4,200
35,000 + 30,708 30,729 . $3,600
J 27,247
30,000 26562 ;974 25,804 - $3.000
25,000 - 22,863 22,744
20’000 ] 17v653 o $2y400
15,000 - - $1,800
10,000 - - $1,200
5,000 - - $600
Number O - - $0
of Deals 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
>$750M 343 405 562 645 341 296 293 440 579 800 1,035 638
Middle Market 9,208 11,857 12,927 15,864 12,991 12,408 11,929 13,743 16,737 18,737 21,437 20,831
Undisclosed 8,102 10,601 13,758 14,199 13,230 12,170 10,522 11,621 13,413 16,411 18,117 16,564
Deal Value $1,454 $2,226  $3,057 $3,026 $1,576 $1,242 $1,355 $1,944 $2,751 $3,650 $4,278 $2,851

Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
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Global M&A Activity (cont'd)

Regional Transactions

The pace of global M&A activity failed to show any rebound in the final month of the year, generating
some of the slowest monthly activity level in years.

No region was spared, with significant double-digit declines in both the number of deals and dollar
volume experienced across most regions, with Europe, Africa/Middle East, and North America
experiencing the steepest declines.

Europe overtook North America in the final month to become the most active region based on total dollar
volume, while Asia Pacific led all regions in the number of transactions.

The financially smaller regions have been performing significantly better this year relative to the larger
regions, with Latin American transaction value up 17.2% for the year, and the Africa/Middle East region
showing a 21.5% increase in the number of deals.

Overall, global activity declined significantly from 2007, with the dollar volume down 33.3% compared
with the year-ago period, while the number of deals declined 6.2%.

Global M&A Activity Detail

NUMBER OF DEALS DEAL VALUE

% Change % Change
2006 2007 2008 '08 vs. '07 2006 2007 2008 '08vs.'07

North America 589 948 738 (22.2%) $141,381  $120,248 $28,474 (76.3%)
Latin America 81 81 79 (2.5%) $13,107 $8,796 $9,348 6.3%
Europe 905 1,130 727 (35.7%) $162,125  $142,613 $53,594 (62.4%)
Africa/ Middle East 28 71 47 (33.8%) $2,920 $20,774 $2,790 (86.6%)
Asia Pacific 1,124 1,288 1,172 (9.0%) $66,443 $61,153 $65,982 7.9%
TOTAL 2,727 3,518 2,763 (21.5%) $385,976  $353,582  $160,188 (54.7%)
North America 11,390 12,291 10,370 (15.6%) $1,558,213 $1,616,689 $1,006,565 (37.7%)
Latin America 824 1,203 1,057 (12.1%) $88,110 $95,088  $111,408 17.2%
Europe 11,815 12,542 12,062 (3.8%) $1,405,305 $1,790,255 $1,072,918 (40.1%)
Africa/ Middle East 651 757 920 21.5% $67,857  $107,127 $57,451 (46.4%)
Asia Pacific 11,238 13,758 13,624 (1.0%) $530,109  $668,619  $602,990 (9.8%)
TOTAL 35,918 40,551 38,033 (6.2%) $3,649,594 $4,277,779 $2,851,332 (33.3%)
LTM

North America 11,390 12,291 10,370 (15.6%) $1,558,213 $1,616,689 $1,006,565 (37.7%)
Latin America 824 1,203 1,057 (12.1%) $88,110 $95,088  $111,408 17.2%
Europe 11,815 12,542 12,062 (3.8%) $1,405,305 $1,790,255 $1,072,918 (40.1%)
Africa/ Middle East 651 757 920 21.5% $67,857  $107,127 $57,451 (46.4%)
Asia Pacific 11,238 13,758 13,624 (1.0%) $530,109  $668,619  $602,990 (9.8%)
TOTAL 35,918 40,551 38,033 (6.2%) $3,649,594 $4,277,779 $2,851,332 (33.3%)

Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
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Global M&A Activity (cont'd)
-

Middle-Market Regional Transactions

= Global middle-market activity was also down significantly in December, with all regions showing significant
declines (more than 40% in most cases) in dollar total dollar volume. The total deal value was down 45.7%
compared with the year-ago period.

= For the full year, the global dollar volume declined 19.7% from the 2007 total with all five regions registering
double-digit declines.

= However, the full-year number of transactions declined just 2.8%, with North America and Africa/Middle East
both posting an increase in the number of transactions compared with 2007.

= For the full year, Europe was the most active region based on dollar volume, while Asia-Pacific was the most
active region based on the number of transactions.

Global Middle-Market M&A Activity Detail

NUMBER OF DEALS DEAL VALUE

% Change % Change
2006 2007 2008 '08 vs. '07 2006 2007 2008 '08vs.'07

North America 240 350 345 (1.4%) $31,020 $29,750 $15,902 (46.5%)
Latin America 35 39 45 15.4% $3,861 $4,982 $2,434 (51.1%)
Europe 448 492 304 (38.2%) $45,998 $46,220 $17,784 (61.5%)
Africa / Middle East 19 35 26 (25.7%) $2,042 $2,484 $1,385 (44.2%)
Asia Pacific 875 1,048 908 (13.4%) $34,021 $38,351 $28,649 (25.3%)
TOTAL 1,617 1,964 1,628 (17.1%) $116,942 $121,788 $66, 155 (45.7%)
North America 4,153 4,130 4,515 9.3% $356,933  $383,765  $292,589 (23.8%)
Latin America 405 642 546 (15.0%) $39,105 $56,199 $37,837 (32.7%)
Europe 5,322 5,508 5,040 (8.5%) $418,242  $495,711  $396,940 (19.9%)
Africa/ Middle East 382 491 502 2.2% $31,692 $43,980 $35,229 (19.9%)
Asia Pacific 8,474 10,667 10,227 (4.1%) $281,078  $394,679  $341,397 (13.5%)
TOTAL 18,736 21,438 20,830 (2.8%) $1,127,050 $1,374,334 $1,103,992 (19.7%)
LTM

North America 4,153 4,130 4,515 9.3% $356,933  $383,765  $292,589 (23.8%)
Latin America 405 642 546 (15.0%) $39,105 $56,199 $37,837 (32.7%)
Europe 5,322 5,508 5,040 (8.5%) $418,242  $495,711  $396,940 (19.9%)
Africa / Middle East 382 491 502 2.2% $31,692 $43,980 $35,229 (19.9%)
Asia Pacific 8,474 10,667 10,227 (4.1%) $281,078 $394,679 $341,397 (13.5%)
TOTAL 18,736 21,438 20,830 (2.8%) $1,127,050 $1,374,334 $1,103,992 (19.7%)

Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
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U.S. M&A Activity
|

Annual Transactions

Total U.S. M&A activity in December was just 739 announced deals, down 32.7% from last year and 18.8%
below the trailing-12-month monthly average of 910.

The dollar volume totaled just $58.1 billion, a 59.4% decline from the corresponding period last year and
41.0% below the already depressed trailing-12-month monthly average of $98.5 billion.

The monthly totals for both number of deals and dollar volume were among the lowest we have seen since
mid-2003.

The average deal size for the month was just $168 million, well below the $244 million for all of 2008 and the
$368 million for all of 2007.

Middle-market activity continues to hold up significantly better than the large-deal market and managed to
post a modest 4.3% increase in the number of transactions for the year.

The only segment showing much activity is in the transactions under $50 million in value, which increased
9.0% in December and 20.5% for all of 2008. However, the dollar volume of these transactions rose just 8.5%
for the year, indicating that even this segment was experiencing a decline in transaction size.

U.S. M&A Activity Detail

NUMBER OF DEALS DEAL VALUE

% Change % Change
2006 2007 2008 '08 vs.'07 2006 2007 2008 '08vs.'07
< $50M 142 211 249 18.0% $2,861 $3,393 $3,641 7.3%
$50M-$250M 120 106 63 (40.6%) $14,818 $12,478 $7,105 (43.1%)
$250M-$750M 50 49 20 (54.2%) $23,995 $21,742 $7,394 (66.0%)
Total Middle-Mark et 312 366 332 (9.3%) $41,674 $37,613 $18,140 (51.8%)
Monthly Average 373 366 382 4.3% $35,036 $38,479 $30,428 (20.9%)
> 750M 34 41 13 (68.3%) $123,002  $105,425 $39,970 62.1%)
Undisclosed 778 691 394 (43.0%) - - - -
Total Deals 1,124 1,098 739 (32.7%) $164,676  $143,038 $58,110 (59.4%)
Monthly Average 1,032 1,073 910 (15.2%) $138,211  $146,002 $98,517 (32.5%)
< $50M 2,654 2,450 2,953 20.5% $44 555 $40,086 $43,497 8.5%
$50M-$250M 1,283 1,317 1,186 (9.9%) $148,021  $152,533  $133,760 (12.3%)
$250M-$750M 539 626 445 (28.9%) $227,862 $269,123 $187,886 (30.2%)
Total Middle-Mark et 4,476 4,393 4,584 4.3% $420,438  $461,743  $365,142 (20.9%)
> 750M 364 465 256 (44.9%) $1,238,090 $1,290,278  $817,056 (36.7%)
Undisclosed 7,547 8,020 6,079 (24.2%) - - - -
Total Deals 12,387 12,878 10,919 (15.2%) $1,658,528 $1,752,021 $1,182,198 (32.5%)
(Y
< $50M 2,654 2,450 2,953 20.5% $44 555 $40,086 $43,497 8.5%
$50M-$250M 1,283 1,317 1,186 (9.9%) $148,021  $152,533  $133,760 (12.3%)
$250M-$750M 539 626 445 (28.9%) $227,862 $269,123 $187,886 (30.2%)
Total Middle-Market 4,476 4,393 4,584 4.3% $420,438  $461,743  $365,142 (20.9%)
> 750M 364 465 256 (44.9%) $1,238,090 $1,290,278  $817,056 (36.7%)
Undisclosed 7,547 8,020 6,079 (24.2%) - - - -
Total Deals 12,387 12,878 10,919 (15.2%) $1,658,528 $1,752,021 $1,182,198 (32.5%)

Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
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U.S. M&A Activity (cont'd)

U.S. M&A Activity

Transaction Detail

Number of Deals = Undisclosed Middle Market mmm >$750M Deal Value Deal Value
($ in billions)
15,000 $2,400
13,196 12699 12,546 12,387 12,878
11,194 —— —— 10,919
10,069 9.884 10,170 T %1800
10,000 8,784 8,845 1
$1,200
5,000
I 5600
Number 0 $0
of Deals 1997 1998 1999 2000 2001 2002 2003
>$750M 232 264 252 326 191 129 144
Middle Market 5,614 6,396 5,338 6,773 4,611 4,006 4,212 4,498 4,441 4,476
Undisclosed 5,348 6,536 7,109 5,447 5,267 4,649 4,489 5,155 5,448 7,547
Deal Value $949  $1,584  $1,717 $1,605 $875 $568 $683 $991  $1,302 $1,659
Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
U.S. Middle-Market M&A Activity
Number of Deals — < $50M $50-250M mmmm $250-750M Deal Value Deal Value
($ in billions)
7,000 6,396 6,773 $600
6,000 $500
5,000 4,441 $400
4,000
$300
3,000
2.000 $200
1,000 $100
0 $0
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Number
of Deals
$250-750M 415 431 527 515 298 291 314 405 425 539 626 445
$50-250M 1,305 1,445 1,420 1,582 1,005 894 1,065 1,221 1,277 1,283 1,317 1,186
< $50M 3,894 4,520 3,391 4,676 3,308 2,821 2,833 2,872 2,739 2,654 2,450 2,953
Deal Value $378 $404 $439 $463 $280 $259 $291 $353 $366 $420 $462 $365

Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
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U.S. M&A Activity (cont'd)

Valuation Multiples

= Overall EBITDA multiples are starting to head down, reflecting the slowdown in the economy and reduced
competition between strategic buyers and private-equity firms.

= However, multiples have not fallen as much as one might expect, given the decreased availability of quality
companies for sale. The data are also slightly skewed by the heavy reliance on public-company transactions,
which tend to have a higher valuation than private-company transactions.

= One-week and four-week acquisition premiums for public companies have risen significantly from their 2007
levels as buyers continue to see attractive valuations despite lower stock prices.

U.S. EV/EBITDA Valuation Multiples

12.0x -
10.0x
8.0x
6.0x

® Middle Market Overall Market

4.0x
2.0x
0.0x

1997 1998 1999 2001 2002 2003 2004 2005 2006 2007 2008
Middle Market 10.4x 9.8x 8.5x 7.5% 8.1x 9.2x 8.0x 9.1x 11.2x 12.1x 9.8x 11.3x
Overall Market 11.0x 10.4x 9.1x 8.1x 8.5x 9.3x 8.5x 9.5x 11.2x 12.0x 12.2x 11.4x
Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
U.S. EV/EBITDA Middle-Market Valuation Multiples
12.0x H< $50M $50M-$250M W $250M-$750M
10.0x
8.0x
6.0x
4.0x
2.0x
0.0x
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
< $50M 9.5x 8.2x 7.9x 7.1x 6.6x 9.5x 8.3x 8.8x 8.9x 11.8x 8.8x 5.6x
$50M-$250M 10.8x 10.7x 9.2x 7.4x 8.6x 8.5x 7.3x 9.2x 11.7x 12.0x 11.1x 11.8x
$250M-$750M 11.3x 11.3x 8.9x 8.2x 8.4x 9.6x 9.3x 9.3x 11.2x 12.2x 9.4x 13.5x
Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
Median Acquisition Premiums
60.0% - === 1-\Week Premium 4-Week Premium
50.0% -
40.0% - & v
30.0% - /
20.0% -
10.0% T T T T T T T T T T T |
. 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Premium
1-Week 27.1% 38.4% 39.2% 41.2% 47.3% 44.9% 35.3% 26.2% 32.2% 27.5% 29.1% 37.6%
4-Week 33.6% 42.3% 47.2% 49.0% 53.1% 47.3% 41.8% 29.6% 36.0% 30.3% 31.2% 40.8%

Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
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U.S. M&A Activity (cont'd)

Private-Equity Transactions

= Private-equity transaction activity continues to significantly lag the prior-year periods, especially for
transactions over $750 million.

= For the year, the total number of private-equity transactions declined 26.8%, while the total dollar volume
declined 63.5%.

= Both the transaction total and dollar volume were the lowest annual totals since 2003.

= This weakness is attributable to the sharp drop-off in the mega deals as the number of transactions over $750
million declined 63.6% from the 2007 level, while the dollar volume of these deals declined a staggering
70.7%. This decline represented a drop of more than $350 billion in aggregate value from the prior year.

U.S. Private-Equity Activity Detail

NUMBER OF DEALS DEAL VALUE

% Change % Change
2006 2007 2008 '08 vs. '07 2006 2007 2008 '08vs.'07
DECEMBER
Middle-Market 73 67 48 (28.4%) $14,337 $10,653 $3,528 (66.9%)
Monthly Average 86 66 57 (13.6%) $10,546  $10,927 $6,984 (36.1%)
> 750M 11 17 1 (94.1%) $43,943 $36,561 $1,300 (96.4%)
Undisclosed 107 88 35 (60.2%) - - - -
Total Deals 191 172 84 (51.2%) $58,280  $47,214  $4,828 (89.8%)
Monthly Average 184 179 131 (26.8%) $47,586  $53,118  $19,365 (63.5%)
2008
Middle-Market 1,032 795 687 (13.6%) $126,555 $131,126 $83,810 (36.1%)
> 750M 117 162 59 (63.6%) $444,478 $506,289 $148,575 (70.7%)
Undisclosed 1,064 1,194 828 (30.7%) - - - -
Total Deals 2,213 2,151 1,574 (26.8%) $571,033 $637,415 $232,385 (63.5%)
Middle-Market 1,032 795 687 (13.6%) $126,555 $131,126 $83,810 (36.1%)
> 750M 117 162 59 (63.6%) $444,478 $506,289 $148,575 (70.7%)
Undisclosed 1,064 1,194 828 (30.7%) - - - -
Total Deals 2,213 2,151 1,574 (26.8%) $571,033 $637,415 $232,385 (63.5%)
Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
U.S. Private-Equity Activity
Number of Deals = Undisclosed Middle Market mmm >$750M Deal Value Deal Value
($ in billions)
2,500 2010 2,213 2,151 $800
2,000 1828 m——
: 1,574 | $600
1.500 1,215 1,340
' 1,009 1,005 1,066 $400
1,000 447 684
500 $200
Number 0 $0
of Deals 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
>$750M 15 23 32 29 21 26 33 74 91 117 162 59
Middle Market 241 346 518 716 529 586 692 969 963 1,032 795 687
Undisclosed 191 315 459 470 455 454 615 780 956 1,064 1,194 828
Deal Value $55 $89 $127 $130 $85 $96 $130 $250 $331 $571 $637 $232
Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
- . . o
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U.S. M&A Activity (cont'd)

Transaction Detail

= There has been a steady shift in the composition of acquirers, with private-equity firms accounting for just
11.2% of transactions for the year, compared with 14.8% in 2007 and 21.0% in 2006. Public companies still
account for the largest number of middle-market transactions, at 34.8%, although this number has declined in
recent months due to the sharp drop in equity prices. Foreign acquirers and private companies both increased

their share of the total for the second year in a row.
Private companies continue to account for the majority (55.4%) of all targets, although the number of deals

involving divestitures has been increasing steadily all year and now accounts for 29.0% of the total, the
highest level in four years. Public-company targets now represent 11.6% of the total, a level not seen since
the last bear market in 2002, while private-equity portfolio company exits declined for the fourth consecutive

year.

U.S. Middle-Market M&A Activity by Acquiror

Percent of Deals === Drivate Private Equity =~ ==®==Foreign Public
100.0% -
75.0% -
50.0% -
25.0% - /%
0.0% T T 1
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Private 9.7% 9.8% 17.1% 35.3% 21.6% 21.4% 26.1% 19.2% 17.5% 21.9% 22.7% 30.0%
Public 80.1% 77.9% 61.8% 43.0% 52.6% 51.5% 47.4% 51.0% 46.7% 40.5% 40.9% 34.8%
Private Equity 3.8% 4.9% 9.0% 8.5% 8.1% 11.5% 14.1% 16.2% 18.6% 21.0% 14.8% 11.2%
Foreign 6.4% 7.5% 12.1% 13.2% 17.6% 15.6% 12.3% 13.5% 17.2% 16.6% 21.6% 24.0%
Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
U.S. Middle-Market M&A Activity by Target
Percent of Deals === Drivate Private Equity —==®==Divestiture Public
100.0% -
75.0% -
50.0% - ¢ ¢ ¢
25.0% - v —t e
0.0% +—— T T 1
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Private 48.0% 51.2% 47.5% 58.9% 39.8% 36.3% 30.7% 38.3% 54.7% 54.8% 56.7% 55.4%
Public 11.4% 12.2% 18.5% 13.8% 13.6% 12.7% 11.4% 7.5% 8.0% 9.3% 10.8% 11.6%
Private Equity 0.1% 1.0% 0.2% 2.3% 4.2% 5.2% 6.5% 8.7% 8.6% 8.4% 7.1% 4.0%
Divestiture 40.5% 35.5% 33.9% 24.9% 42.3% 45.8% 51.3% 45.6% 28.7% 27.5% 25.4% 29.0%

Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
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U.S. M&A Activity (cont'd)
-

Sector Breakdown

In the middle market, nine of the 14 industry categories (excluding other) showed an increase in the number of
transactions compared with 2007. The energy/power saw a 30% increase, followed by healthcare (20.0%) and
materials (19.5%). Consumer products had the biggest decline, at 20.2%.

In terms of dollar volume, just two of the 14 segments had a year-over-year increase. Middle-market dollar
volume for food/beverage deals increased 22.1%, while the telecom sector had the largest decline, at 74.9%.
Looking at the broader market, all 14 industry categories had lower transaction totals compared with 2007.
Consumer products saw the biggest fall-off, declining 46.4%, while consumer services declined 38.2%.
Furthermore, just one of the 14 sectors had an increase in dollar value. Food/beverage dollar volume rose
231%, while construction/building led the declines at 79.8%.

Overall, the computers/electronics segment was the most active sector, with 19.3% of the total number of
transactions, followed by business services and healthcare.

Based on dollar volume, the financial sector was the most active, with 18.5% of the total, followed by
healthcare and energy/power.

Transaction Activity by Target Sector

TRANSACTIONS Mid-Mkt Total  Mid-Mkt Total  Mid-Mkt Total

Business Services 283 965 411 1,266 354 1,696 337 1,727 352 1,247
Computers & Electronics 583 1,462 677 1,448 694 1,790 593 1,696 692 1,607
Construction/Building 134 308 119 363 85 406 76 394 71 280
Consumer Products 93 211 67 206 75 292 109 448 87 240
Consumer Services 291 585 254 553 238 694 172 659 154 407
Energy & Power 287 529 297 577 290 681 303 718 394 705
Financial 314 834 266 686 273 880 267 993 247 737
Food & Beverage 46 169 49 159 56 212 39 201 46 167
Healthcare 330 680 372 760 426 955 346 929 417 842
Industrial Products 132 341 121 311 111 495 116 491 124 407
Materials 171 353 157 386 159 528 185 639 221 566
Real Estate/Property 527 843 329 512 278 546 236 554 200 424
Telecommunications 259 523 228 478 215 487 155 444 156 333
Transportation 46 120 61 191 70 221 58 247 56 185
Other 64 134 44 134 59 221 60 221 64 175
TOTAL 3,560 8,057 3,452 8,030 3,383 10,104 3,052 10,361 3,281 8,322
$ VOLUME (M)

Business Services $15,197 $30,900 $29,649 $49,154 $25,165 $60,872 $25,983 $91,391 $20,705 $30,015
Computers & Electronics $32,388 $57,550 $39,436 $94,264 $43,833  $115,645 $42,168  $119,318 $29,278 $78,121
Construction/Building $10,785 $17,940 $9,298 $17,166 $9,777 $32,124 $7,610 $45,379 $5,963 $9,165
Consumer Products $10,975 $23,130 $6,219 $75,524 $7,488 $17,731 $7,168 $28,665 $5,377 $23,185
Consumer Services $26,388 $92,598 $26,681 $92,467 $27,504  $130,897 $21,538 $87,463 $12,616 $24,148
Energy & Power $28,366 $76,688 $28,383  $159,587 $34,728  $160,737 $43,530  $209,868 $47,442  $118,984
Financial $30,462 $155,134 $23,565 $136,571 $33,463  $177,320 $32,934  $209,058 $25,725  $167,497
Food & Beverage $4,559 $11,003 $3,049 $7,339 $7,768 $11,849 $3,679 $30,195 $4,491 $99,946
Healthcare $26,128 $63,011 $29,786  $118,128 $35,404  $177,734 $32,825  $141,301 $27,360  $134,900
Industrial Products $10,235 $17,877 $11,265 $21,026 $9,211 $24,777 $13,985 $46,378 $9,693 $11,644
Materials $15,606 $33,612 $15,950 $57,066 $19,086 $90,255 $22,845  $100,474 $15,281 $71,061
Real Estate/Property $34,214 $71,424 $29,539 $80,163 $31,936  $164,665 $35,402  $136,942 $23,229 $37,329
Telecommunications $16,274 $142,677 $13,146  $151,452 $18,692 $205,017 $18,529 $83,155 $9,784 $80,677
Transportation $2,625 $5,325 $8,938 $28,382 $7,766 $22,275 $8,916 $31,226 $5,269 $13,356
Other $3,732 $4,786 $4,232 $10,850 $4,517 $9,114 $6,152 $19,454 $5,772 $7,744
TOTAL $267,934 $803,656  $279,138 $1,099,140  $316,339 $1,401,013 $323,265 $1,380,267 $247,988  $907,770
ENT. VALUE/ EBITDA

Business Services 14.3x 13.9x 15.6x 14.2x 12.0x 12.5x 11.3x 14.1x 13.4x 12.7x
Computers & Electronics 9.2x 10.7x 13.0x 13.3x 17.9x 17.0x 16.7x 16.8x 15.9x 15.8x
Construction/Building 9.7x 7.7x 9.2x 10.5x NA 11.5x 10.6x 11.3x 8.2x 8.2x
Consumer Products 12.7x 12.7x 11.2x 13.7x 13.4x 11.9x 10.5x 12.2x 6.4x 10.0x
Consumer Services 10.5x 10.5x 12.1x 11.9x 14.0x 13.9x 12.1x 13.9x 11.2x 12.7x
Energy & Power 11.8x 10.6x 11.8x 10.3x 12.4x 11.5x 11.7x 11.8x 13.0x 12.9x
Financial 9.5x 9.4x 11.6x 10.6x 13.4x 12.7x 11.3x 11.7x 10.5x 10.8x
Food & Beverage 16.6x 15.4x NA NA 7.3x 7.3x NA 19.7x 12.8x 15.1x
Healthcare 12.0x 12.3x 16.2x 14.9x 14.4x 16.7x 13.9x 15.4x 19.0x 18.1x
Industrial Products 13.2x 13.2x 13.3x 13.5x 10.6x 12.9x NA 10.8x 15.4x 15.4x
Materials 9.1x 10.4x 7.2x 8.7x 12.5x 13.0x 10.7x 10.9x 9.4x 12.1x
Real Estate/Property 11.8x 17.6x 8.6x 14.0x 11.1x 16.4x 15.7x 16.4x 12.2x 13.0x
Telecommunications 14.5x 12.6x NA 16.3x 15.3x 15.4x 15.9x 15.2x 15.8x 12.3x
Transportation NA 18.1x 7.6x 7.6x 18.0x 14.1x 12.7x 13.2x 3.2x 5.4x

Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
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U.S. M&A Activity (cont'd)
-

Cross-Border Transactions

= The total number of U.S. cross-border M&A transactions declined 3.0% in 2008, while the dollar volume
declined 20.7%

= For the overall market, the 2008 number of inbound transactions declined 7.6% from 2007 levels, while the
dollar volume of all inbound transactions declined 17.3%.

= For 2008, the total number of outbound transactions rose 0.4%, while the total dollar volume of the outbound
transactions declined 25.6%.

= For the year, inbound transactions represented 39.6% of all transactions, down from 41.3% in 2007. Dollar
volume for inbound transactions represented 37.0% of the total volume compared with 38.3% in 2007.

= For middle-market and undisclosed transactions, the most actively targeted U.S. industries by foreign buyers
were computers/electronics and healthcare.

= The most active foreign acquirer was Canada, followed by the United Kingdom and Australia.
= The top country targeted by U.S. buyers was Canada, followed closely by the United Kingdom and China.

U.S. Middle-Market Cross-Border M&A by Number of Deals

Number of Deals I Outbound Inbound “===Inbound Deal Value “====Qutbound Deal Value Deal Value
($in billions)
2,500 4 - $120
2,003 5036
2,000 - ’ - $100
- $80
1,500
- $60
1,000
- $40
500 1 - $20
Number 0 . T T T T T T T T T T T $0
of Deals 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Inbound
Middle Market 301 381 472 683 572 442 366 435 526 515 603 725
Undisclosed 260 297 392 394 446 407 254 350 521 740 809 610
Value $29.3 $37.2 $47.6 $65.2 $38.9 $30.1 $24.3 $40.6 $44.5 $57.5 $64.9 $53.3
Outbound
Middle Market 526 756 838 867 671 553 522 690 744 809 1,056 1,053
Undisclosed 606 945 999 1,052 768 562 492 613 666 793 947 983
Value $44.2 $55.7 $76.3 $72.0 $49.0 $36.6 $38.7 $57.5 $61.0 $70.8 $104.4 $90.6

Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
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U.S. Cross-Border M&A — Number of Transactions

INBOUND OUTBOUND TOTAL

U.S. M&A Activity (cont'd)
1

Cross-Border Transactions

2006 2007 2008 YTD 2006 2007 2008 2006 2007 2008
Middle Market 515 603 725 809 1,056 1,053 1,324 1,659 1,778
> $750M 59 94 57 45 65 40 104 159 97
Undisclosed 740 809 610 793 947 983 1,533 1,756 1,593
Total 1,314 1,506 1,392 1,647 2,068 2,076 2,961 3,574 3,468

U.S. Cross-Border M&A — Transaction Value

INBOUND OUTBOUND

TOTAL

2006 2007 2008 2006 2007 2008 2006 2007 2008
Middle Market $57,477 $64,869 $53,331 $70,804  $104,375 $90,647 $128,282 $169,244 $143,978
> $750M $154,616 $299,087 $247,629 $91,613 $150,091 $98,786 $246,229 $449,178 $346,415
Undisclosed - - - - - - - - -
Total $212,094 $363,956 $300,960 $162,418 $254,466 $189,433 $374,511 $618,422 $490,393

U.S. Cross-Border M&A Transactions — 2008

INBOUND to U.S. OUTBOUND from U.S.

Target Industry Deals Acquiror Country Deals  Target Industry Deals Target Country Deals
Computers & Electronics 260 Canada 378 Computers & Electronics 416 Canada 302
Healthcare 143 United Kingdom 181 Professional Services 223 United Kingdom 266
Professional Services 137 Australia 87 Finance 158 China 215
Mining 110 Japan 80 Healthcare 123 Japan 157
Oil & Gas 103 India 73 Real Estate/Property 102 India 137

U.S. Cross-Border M&A Transactions — 2007

INBOUND to U.S. OUTBOUND from U.S.

Target Industry Deals Acquiror Country Deals  Target Industry Deals Target Country Deals
Computers & Electronics 255 Canada 381 Computers & Electronics 355 Canada 301
Professional Services 199 United Kingdom 232 Professional Services 223 United Kingdom 271
Healthcare 133 Australia 126 Finance 176 Japan 192
Oil & Gas 89 France 79 Real Estate/Property 146 China 182
Mining 85 Japan 79 Healthcare 127 India 151
www.williamblair.com 12
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U.S. Financing Markets

Debt Capital Markets

Leveraged buyout (LBO) debt multiples continue to drop, with the senior debt portion declining 1.0x-
1.5x from 2007 levels.

The tight credit markets have forced buyers to put up significantly more cash to finance LBO
transactions. The average equity contribution for 2008 rose to 42.6%, the highest level on record.

The IPO backlog continues to shrink, even as a record numbers of filings are withdrawn or
postponed.

Pricing is up significantly due to the near absence of institutional investors and heading higher as a
result of the current turmoil. For 2008, the average spread of LBO loans was LIBOR +364, up from
+270 in 2007. For transactions with over $50 million of EBITDA, the spread was +338 compared
with +270 in 2007. For transactions with less than $50 million of EBITDA, the spread jumped from
+292 in 2007 to +431 in 2008.

Average Equity Contribution

50.0%
sra | A06%  400%  395% 42.6%

40.0% 35.7% : 35.1%

30.0% 31.6% 32.1% 33.3% 32.9%
30.0%
20.0%
10.0%

0.0%
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Source: S&P’s Leveraged Lending Review.
LBO Debt Multiples
7.0x ® Senior Debt/EBITDA = Non-Senior Debt/EBITDA 6.2x
6.0x 5.7 5.4x 5.6x

4.9x 4.8x 4.8x 4.9x 4.9x
5.0x 4.1x 2.0x A-2x 4.1x 41X 4.0x . 4.5x 4.3x 4.5x
4.0x 3.4x )
3.0x 5.2x| 5.4
2.0x 4.0x 4.1x

3.6x 3.6%|3 2% 3.4x|3.2x 3.2x3.2x 3.0x[ 2.7 3.5x|3.3x 3.7x
1.0x
0.0x

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Left Column = Less than $50MM EBITDA Right Column = More than $50MM EBITDA

Source: S&P’s Leveraged Lending Review.

Average Spread of LBO Loans
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Source: S&P’s Leveraged Lending Review.
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U.S. Financing Markets (cont'd)

Equity Capital Markets

IPO Pricings by Sector — Last 4 Quarters: 32 Total Deals

o ;008 Consumer
Tech 1
Q3 2008 6
5 Other
Q1 2008 12
14
Finance
8
Q2 2008 Healthcare
11 5
IPO Filings by Sector — Last 4 Quarters: 98 Total Deals
Q4 2008 c Oil & Gas
8 Q1 2008 onsumer:
24 6 Other
30
Q3 2008 Tech
31 24
Q2 2008 Finance Healthcare
35 15 19

Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.

IPO Backlog
Number of Deals I Backlog Pricings =#=Filings === Withdrawn
140 - 40
124
120 - - 35
- 30
100 -
- 25
80
- 20
60 -
- 15
40
0 10
20 - 5
0 - 0
06/07 07/07 08/07 09/07 10/07 11/07 12/07 01/08 02/08 03/08 04/08 05/08 06/08 07/08 08/08 09/08 10/08 11/08 12/08
Pricings 17 21 11 2 22 19 12 4 4 3 2 5 3 1 1 2 1 1 0
Filings 13 27 37 22 8 16 16 15 3 8 9 16 8 13 12 6 1 4 3
Withdrawn 7 2 8 3 11 16 8 12 9 7 4 5 5 1 5 6 12 8 11

Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
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2009 Industry Outlook

2009 Technology Sector Outlook

The following section includes excerpts from the William Blair & Company Equity Research Department research
report on the outlook for 2009 (published on December 16) as well as various sector groups’ presentations and
research notes. A full copy of the report, titled “2009 and Long-Term Stock Ideas,” is available upon request.

2009 TECHNOLOGY SECTOR OUTLOOK

In a difficult year for all stocks, the technology sector has underperformed versus the market as a whole. We
attribute this underperformance to the technology group's higher expected growth rates and associated
valuations entering 2008. As the macroeconomic crisis has unfolded, investors have fled high-growth stocks
carrying relatively high multiples to an even greater extent than the stocks as a whole. The result is that the
technology sector has seen the greatest multiple contraction of any S&P 500 subsector over the past two
years....

...The longer-term perspective shows that since 1994, the technology sector has gone through several periods of
underperformance relative to the broader market—the most obvious of which was, of course, the return to earth
of the 2001-2002 "dot-com bust," though this merely returned valuations to their prior levels.

Our takeaway is that technology has consistently outperformed from S&P 500 "troughs." While it is not clear
whether a trough has now been reached, we nevertheless believe that this long-term perspective argues strongly
for portfolios to begin to shift to a more balanced composition between defensive and aggressive names. As
support for our view that this shift can begin to happen, we note that whenever the S&P 500 Information
Technology sector's valuation has fallen to less than approximately a 15% premium to the overall index, there
has been a strong rebound with the technology group outperforming over the next several quarters. This
empirical finding suggests we may be close to the trough for relative performance of the technology sector
versus the market....

...However, we also believe that signs of stabilization could lead to rapid reversal of market trends and increased
desire for growth. Furthermore, technology—while increasingly cyclical in our opinion—remains a sector where
both resilience to macroeconomic weakness and superior growth opportunities can be found. We also believe
that in view of current valuations, any unfreezing of the credit markets could create significant M&A and
LBO/MBO activity in the sector, which in turn we believe would drive higher valuations in relatively short order.
We believe many strategic acquirers as well as private equity sponsors are licking their lips at the prospect of
acquiring high-quality, high growth technology companies at historically low valuation levels. One other factor
suggesting that a highly defensive position may be too conservative is that unlike in 2001-2002, technology
companies' liquidity, balance sheets, and ability to fund growth remain very strong.

Macro considerations:

1. We expect technology as a sector to be cyclical
= Technology spending has grown as a percentage of total spending (for both consumers and business) and
has therefore generally become more correlated with overall consumer spending and capital expenditures.

= Spending on technology by both consumers and business has remained at a reasonably high level,
suggesting limited pent-up demand.

= We see only relatively few instances of fundamentally new and mission-critical technologies, meaning that
most technology spending is replacement. In our opinion, this may give companies more latitude to defer
spending.

2. Timing of spending

= We expect spending to be back-end loaded into the second half of budgetary periods.

= Continuing tight credit conditions mean that companies will continue to protect liquidity, and this could
further dampen capital expenditures and spending on technology.

= We likely have not yet seen the full impact of lower employment, or of financial industry consolidation.
3. Technology companies typically have relatively high exposure to international markets
= Over the past several quarters, this has been a relative positive, as international economies have been
stronger than the United States; this relative advantage for technology is likely to reverse.

= The strengthening of the U.S. dollar will put pressure on reported top-line growth rates—and in many cases
the bottom line too. We remain concerned that the market will confuse slowing growth in reported revenue
due to foreign exchange movements with fundamental weakness.
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2009 Industry Outlook
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2009 Technology Sector Outlook

Growth forecasts for technology spending. Gartner, Forrester, and IDC all have recently updated their
forecasts. The outlook is relatively consistent across each set of forecasts:

= Gartner forecasts worldwide IT spending "at worst" down 2% to 3% in 2009, but also notes that the situation
remains fluid, as IT demand continues to be monitored on a moment-to-moment basis by corporate
managers.

= Forrester has recently revised downward its forecast, now projecting total IT spending by U.S. companies will
slow to 1.6% next year from about 4.1% in 2008—not surprisingly, financial services and the construction
sectors will lead the decline in growth, according to Forrester. U.S. IT spending drops in the first half of next
year, but improves in the second as budgets are held back, then spent. However, according to Forrester, the
outlook is "not as bad" as during the 2001-2002 technology depression.

= IDC's forecasts also have recently been revised downward, and IDC also has published a downside scenario
case..

...As a group, the technology team at William Blair & Company subscribes maybe most closely to the IDC
"downside" case. We still have some concerns that expectations for growth remain high—although these are
being addressed as illustrated by the drop over just the past two weeks in the forecast operating earnings growth
in 2009 for the S&P 500 information technology sector, from 6.4% to 4.3%. We believe technology spending will
remain very fluid: the correlation with economic conditions and outlook is high, and if things become dramatically
worse in the economy, so (likely) will spending on incremental technology. We also note that in difficult times,
companies do more zero based budgeting, where they examine each line item and decide what they do or do not
need to spend on. Although spending levels will be set, these levels can be cut and cut again, or set and held
back to the second half of the year (as we saw in 2001-2003). Therefore, we expect first half 2009 in particular to
be weak, as actual spending versus budgets remains constrained by caution. While we expect stronger growth
outside the United States and Western Europe, the stronger U.S. dollar and relative size will mitigate impact.

Technology investment approach

...Our key business model and end-market themes have not changed since the beginning of the current
macroeconomic crisis and the declines in the market. In our opinion, the best investment ideas can be found in
companies that meet one or more of the following criteria:

Business Model Themes

= Market penetration. Since end-market growth may be hard to find, companies applying disruptive solutions to
existing large markets are likely to show higher growth.

= Functional areas that are revenue-generating rather than cost centers will be higher priority. HR, marketing,
customer service, IT, administrative services are functional areas most at risk, in our opinion.

= Mission-critical activities will continue to receive IT investment and spending support. These include basic
customer service activities; regulatory, legal, or business continuity compliance; financial control; security
technology.

= There must be a match between the target market and its critical concerns. We see an across-the-board focus
on cost savings, but we also see small businesses and sole proprietors being more receptive to driving sales
and revenue.

= Subscription (SaaS) and transaction-based models are more likely to be able to both defend current revenue
stream and to grow business. Lower up-front costs mean that projects more likely to go forward (less
expenditure; lower risk; fund from operating budgets) and these solutions are more-often penetrating existing
large markets with a superior and cost-saving solution. However, transaction-based businesses show
significant negative leverage to reduced volume, so investors need to be aware of impact on existing base of
business.

= New product introductions or new delivery methods (PaaS and SaaS) can be drivers of growth, and pockets of
consumer spending also provide opportunity.
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-

End-Market Themes
= Exposure to end-markets that are less-cyclical or less exposed to recent events. These include government
IT, services, and healthcare.

= Dominant franchises. We expect IT spending will likely be focused on fewer suppliers, and that larger, better-
established, "more stable" companies are likely to benefit.

= New technology cycles. We believe attractive investment ideas can be found where the end-market theme
includes driving lower costs (e.g., virtualization), new delivery methods (e.g., PaaS and SaaS), selected
consumer-focused areas (e.g., games), and security and privacy.

= Government-spending themes. These may include infrastructure, healthcare IT, or clean energy technology.
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2009 FINANCIAL SECTOR OUTLOOK

Fiscal 2008 will go down as one of the worst years in global financial market history. The adverse reaction to the
bankruptcy of Lehman Brothers and the collapse of AIG in mid-September in the midst of an already skittish
market caused nearly a complete, systemic breakdown of the global financial system. Credit concerns early in
the year regarding subprime residential mortgages spread into nearly every asset class globally. While the
financial system did not completely collapse, economic activity came to a screeching halt in late September,
pushing the U.S. further into recession and the rest of the world into recession—driving international equities
markets significantly below the U.S. for the first time in several years. The residual response to the global credit
crisis has driven risk aversion to levels that in certain ways have never been seen before. Asset prices in most
risk-oriented asset classes are sitting at historic record lows. The Fed lowered its fed funds target 6 times and a
total of 325 basis points and governments around the world took aggressive, coordinated, and unprecedented
actions in an effort to improve liquidity and investor confidence. These actions have had a positive, yet very
limited impact so far, in our opinion.

No area within financial services has been spared. The S&P Financial Index has declined 54.8% year-to-date
(12/9), arguably the worst performance since the Great Depression. Recent high areas of growth within the
industry were attacked—the hedge fund business model was badly discredited and the growth of derivatives of
any type were curtailed. Traditional sources of funding evaporated and certain fundamental elements of financial
market practices are in question (e.g., securitization as a funding source, use of certain unsecured short-term
funding vehicles, appropriate use of leverage).

OUTLOOK FOR 2009—HIGHLIGHTS

= Fundamental outlook for the financial services industry has never been more dire and visibility remains
extremely limited. Consensus expectations reflect negative GDP growth through the first half 2009, rising
consumer and corporate credit losses, lower inflation, unemployment peaking in late 2009/early 2010, and
continued reductions in the fed funds rate...

= ...Credit losses will continue to climb globally in almost every segment, exacerbated by the recent abrupt
slowdown.

= Look for further aggressive policy action from the new administration; a massive economic stimulus plan and
further expansion of the Federal Reserve balance sheet to fund further programs to restore market liquidity
and investor confidence—credit markets are still not operating normally. Confidence has been badly shaken
and therefore accommodative Fed policy and other regulatory responses have not yet had the desired impact.

= There are no easy answers, but dealing with the increased residential foreclosure wave is critical, as there are
no real signs of a bottom in the residential housing market—affordability can be dealt with, but negative equity
issue more problematic. U.S. residential housing prices have declined about 23% through September 2008
since the peak (Case-Shiller national home price index). The consensus view is generally for a bottoming in
late 2009/early 2010 with a peak-to-trough decline in the 30% to 35% range.

= Regulatory changes will be meaningful and may include some surprises (e.g., higher minimum tier 1 capital
ratios for banks?). We expect the new administration’s tax and other policy agenda items to lag original
implementation expectations given current market conditions.

FURTHER GOVERNMENT RESPONSES

= Largest Economic Stimulus Package in U.S. History Coming in Early 2009, Should Include Short-Term and
Long-Term Components

= Continued Expansion and Extension of Programs to Improve Liquidity and Investor Confidence, Government
Will Not Stop Until It Achieves Desired Results

= Original TARP Plan (buying distressed assets) May Reemerge Under New Leadership
= Additional Legislation May Be Necessary
= Effective Nationalization of Certain Industries May Be Necessary As Last Resort

BUSINESS MODEL DURABILITY
= Basic Tenets of Financial Services Have Been Challenged Unlike Before, Potential Impact

— Intensified competition for retail bank deposits
— Continued deleveraging by consumers
— Marked increase in savings rate
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— Reduced reliance on quantitative risk models
— Shakeout within hedge fund and private equity industry
— Marked increase in consolidation in every area as credit markets stabilize
= Business Models/Industries That Will Survive With Limited Structural Changes

— Asset management
— Custody banks
— Exchanges (one wildcard in this category—could be negative and/or positive)
— Payment card networks
— Property-casualty insurance
= Business Models/Industries Facing Major Structural Changes (leverage reduction and focus on more stable
funding sources):
— Investment banking (balance-sheet-driven firms)...
— Specialty finance (consumer/commercial)...

2009 OUTLOOK—SPECIALTY FINANCE

= Credit quality has deteriorated and credit costs are likely to continue to rise in 2009; the extent of credit
deterioration is uncertain.

= Credit card NCOs are likely to be substantially higher than the last recession as the consumer benefited
earlier in the decade from rising home prices and easy credit, which is in contrast to the backdrop today.

= Origination activity has slowed in leveraged finance; however, terms — higher spreads and lower leverage
(debt-to-EBITDA) — remain favorable for those with origination platforms and funding; long-term funding is a
challenge due to reliance on the irrational capital markets.

= The economics in student lending have declined: cut in federal subsidies, higher funding costs, credit market
disruption, rising credit costs, and widening of 3-month commercial paper / LIBOR spread.

= The rapid deterioration of the global economy has caused reduced demand for shipping containers, and
therefore, container leases; shippers and container leasing companies have essentially cut off procurement of
new containers; we see pressure on utilization levels (% of containers on lease) and lease rates.

= The shares of specialty finance companies have declined more than 50% on average in 2008 due to reduced
EPS forecasts and a lack of confidence in current estimates.

2009 OUTLOOK—COMMERCIAL BANKING

= The current backdrop facing the commercial banking segment is challenging—rising credit costs, intense
competition for deposits, irrational credit markets.

= Credit environment deterioration continued in 2008; NCOs and NPAs are well above the peak earlier this
decade; credit costs will likely continue to rise, and the extent of credit deterioration is uncertain.

= Some net interest margin relief in third quarter 2008, but deposit pricing pressure is offsetting benefits from a
steep yield curve; margins should improve in 2009, but will not offset rising credit costs.

= M&A activity frozen, except for a few transactions where the government intervened; M&A activity may pick up
in 2009, but likely will remain below historical levels.

= Cost cutting will be a theme for 2009.
= Capital needs have been boosted by the TARP’s Capital Purchase Program.

= We prefer banks with a focused business strategy, a relationship-based model, exposure to positive secular
trends, and lower credit risk profile.

= Banks have underperformed significantly thus far in 2008 (bank index is down 55%); regional banks, on
average, trade at 64% of book value and in line with tangible book value.
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2009 HEALTHCARE SECTOR OUTLOOK

FOUR KEY CONSIDERATIONS FOR THE HEALTHCARE SECTOR IN 2009 AND BEYOND
In choosing our best picks, the group considered four key topics, roughly in order of importance:

= Healthcare Reform

— Expanding coverage appears to be a key objective for the incoming administration and Congress, and this
initiative could cost $100 billion to $200 billion per year.

— Paying for it probably will not matter in 2009 or 2010 (given the economic backdrop), but will eventually,
leading to greater pressure on all constituents.

— Don't fight the debate. The actual outcome of the reform debate is highly uncertain, but the process will
create significant uncertainty for all constituents, in our view. Investors tend to assume the worst in these
situations, so we would be careful trying to buy the dips for names that come under pressure.

= Financing

— Balance sheets are typically strong for the larger players in healthcare, mitigating this significant concern for
many companies.

— Smaller companies face a considerably tougher equity-raising environment, although we expect a surge in
creative financing for companies with solid prospects. Investors have an appetite for many names, but will
set tough terms.

= Valuation

— Many healthcare stocks have proved more economically sensitive than we expected.

— Many of our covered names are trading at historically low levels, and we see limited downside over time,
especially for names that offer differentiated technology or products.

= Macro

— We assume the economic environment remains static (difficult) through 2009 and did not try to time a
recovery (i.e., make a macro call) when making our best picks....

THOUGHTS ON HEALTHCARE REFORM

We expect the incoming administration and Congress to focus on a few key policy objectives, and currently see
three legislative vehicles through which they could advance healthcare reform. Some or all of the following
initiatives (as well as other items such as follow-on biologics, stem cell research, and overhaul of Medicare
Advantage) could see significant movement during 2009:

= Universal coverage. This is the top priority for the new administration, in our opinion, and we expect some
form of legislation to be passed in 2009. The two leading initiatives in this area are SCHIP (State Children’s
Health Insurance Program) expansion and optional Medicare buy-in for anyone over age 55. SCHIP
expansion passed Congress twice in the last Congress, only to be vetoed twice by President Bush. Given that
the current extension expires in March 2009, we expect near-term action on this. Our sources in Washington,
D.C. indicate that Congress could attach a number of other items to the SCHIP legislation, setting the reform
debate in motion very early in 2009. Second, our contacts indicate that Congress may expand Medicare
eligibility to everyone over the age of 55. This would add roughly 33 million people to Medicare eligibility
(nearly doubling today’s 37 million), though only 4 million people between the ages of 55 and 64 currently lack
insurance. This initiative would be a boon to business (particularly the auto industry), but its impact on
hospitals and suppliers is more difficult to interpret (increased volume, but likely at low reimbursement rates).
Both of these expansions are significant steps on a path toward government-mandated and administered
universal coverage.

= Information technology investments. There appears to be strong bipartisan support for investments in
electronic medical records and other information technology products, and we have a heavy emphasis on this
space in our picks.

= Comparative effectiveness. Our sources suggest that Congress is keenly focused on quality and cost
efficacy in the delivery of healthcare. Many physicians practice defensive medicine to minimize the risk of
litigation down the road should they miss something. Numerous studies have indicated that healthcare is
broadly overutilized in the United States and that there is a significant opportunity to reduce wasteful spending
by setting firmer clinical guidelines. We expect part of the reform effort to include a longer-term effort to bring
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= cost-effectiveness more firmly in to Medicare’s coverage decisions, such is as done in the United Kingdom
today through its National Institute for Clinical Evidence (NICE). This is controversial since it will entail denying
coverage for many therapies that do not clear cost-effectiveness hurdles, but is an essential component of
cost containment over time. Companies will incur additional cost for clinical studies, but those that have
compelling technology will be rewarded.

= Competitive bidding. This is a broad initiative that should allow the government, as the biggest buyer for
durable medical equipment, to establish lower reimbursement levels. The competitive bidding initiative stalled
earlier this year, although the government did instead institute a 9.5% reduction in payment rates across the
board. This was significantly less than the savings indicated from the competitive bidding process, but there
were significant issues with that effort that will likely be revised should Congress continue down this path
(which we assume it will).

= Value-based purchasing. In December 2008, CMS and the U.S. Department of Health and Human Services
published a white paper titled “Development of a Plan to Transition to a Medicare Value-Based Purchasing
Program for Physician and Other Professional Services.” In our view, the purpose of the white paper was to
help parties prepare for upcoming reimbursement changes that could begin to shift Medicare's current fee-for-
service payment system (which pays on the basis of quantity and consumption of services) to a new
performance-based system (which pays providers based on the quality of care delivered). We believe this
marks a significant paradigm shift in Medicare's reimbursement structure—one that could reward higher-
quality providers with increased reimbursements and share gains, while punishing lower-quality providers with
rate reductions and volume deterioration.

= Disclosure of company/physician relationships. The numerous investigations of financial relationships
between companies and physicians in recent years are likely to be expanded. We expect greater disclosure,
as well as weaker financial ties generally. This may well weaken physician brand loyalty, enhancing hospital
efforts to bring down device-acquisition costs.

= Pricing transparency. While the financial savings to be reaped by hospitals is under debate, requiring
hospitals to disclose their device-acquisition costs could strengthen hospitals’ negotiating position with device
manufacturers. This is an incomplete list, to be sure, but represents those items that we believe are highest on
the priority list for the incoming administration and Congress. To reiterate, the debate itself is likely to be
nearly as problematic for the stocks affected as whatever the final outcome is. We would be careful in trying to
anticipate the precise shape of healthcare reform, but believe the political environment for reform is in place
today....

BIOTECHNOLOGY

MACROECONOMICS
Key premise for our 2009 list is that we do not see an economic recovery occurring next year.

BIOTECHNOLOGY PERSPECTIVE

In calendar 2009, we believe that the key risks to our one-year recommendations are 1) economic recovery, in
which case small cap could meaningfully outperform our large-cap recommendations, and 2) healthcare reform
debate, which could dampen investor appetite for therapeutic stocks. However, working under the assumptions
that economic recovery may be postponed into at least 2010, and that biotechnology is an innovative industry
with a record of bringing life-saving therapies to market, we believe that the defensive profiles of large-cap
biotechnology stocks should serve investors well in 2009. It is also notable that the biotechnology industry has
created hundreds of thousands of domestic jobs.

Key criteria that we apply to our selection best idea stocks included financial considerations, healthcare reform
considerations, and valuation considerations.

Financial Considerations—The dearth of equity financing has resulted in weak balance sheets for a growing
number of small-cap biotechnology companies and thus investor flight from small-cap biotechnology stocks.
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The impact of the financial crisis has found its way into the biotechnology industry, directly and indirectly. The
direct impact has been somewhat muted, due to the fact that biotechnology companies do not typically use debt
(aside from convertible debt) in a meaningful way. However, there have been several instances of companies
with short-term investments in auction-rate securities that have had to be reclassified as long-term investments
due to failed auctions. Indirectly, the financial crisis has taken its toll on the equity markets, with smaller-cap,
higher-risk businesses losing both investor favor and significant value. The overwhelming majority of small-cap
biotechnology companies operate at a loss and depend heavily on equity capital markets and strategic
collaborations for capital. Therefore, the combination of depressed share prices and lack of investor appetite for
new paper has led to balance-sheet weakness among a number of small companies. Notably, 2008 will go down
as one of the weakest initial public offering calendars in biotechnology history.

The second source of capital for developmental-stage biotechnology companies is from large biotechnology and
pharmaceutical companies. We believe that the current environment is extremely favorable for licensing
agreements and for M&A, driven by increasingly strong balance sheets among large therapeutic companies,
which in many cases have marginal pipelines and strained growth outlooks. We anticipate an increase in
strategic activity as large pharma and biotech companies tap into the biotechnology industry’s vast pipeline to
augment growth. Ultimately, we believe that the environment holds the potential for a meaningful increase in
biotechnology industry consolidation.

Reform—We anticipate biosimilar legislation and potentially drug pricing to become highly visible in 2009
Biotechnology—biosimilar legislation, and drug pricing debates are likely two leading topics

While the precise components of health reform proposals have not been fully illuminated, we believe that there
are likely two areas of focus in biotechnology, and underscore our belief that the debate alone (versus ultimate
legislative outcomes) is sulfficient to drive down share prices. We remind investors that during the first Clinton
administration, the healthcare reform debate proved extremely damaging to biotechnology stock price
performance.

Separately, the debate around biosimilar legislation has gained considerable momentum over the past several
months. In addition to bipartisan biosimilar legislation that seems to be more acceptable to constituencies which
have historically been opponents, we note recent involvement in the debate by the Federal Trade Commission
(FTC), which could bring further congressional visibility to the topic. We believe that the U.S. system will be
modeled in part after the European biosimilar model, and reiterate our view of key points:

1. We believe that biosimilar legislation will be passed in 2009

2. We anticipate that the regulatory process for biosimiliars will be significantly different from the process
currently in place for generic drugs. Specifically, we anticipate regulations that require significantly higher
investment in clinical testing, branding requirements, and strict guidelines around manufacturing processes.

3. We believe that as a result of significantly higher clinical testing requirements, and investment, the price
differences between the parent drug and the follow-on biologic will be less dramatic than generic drugs.

4. We believe that the higher level of investment will result in fewer participants in the space, and that the most
obvious players will be larger, well-capitalized companies with existing expertise...

We anticipate the issue of drug pricing and pricing control to become increasingly visible throughout the reform
debate. One component of the Obama healthcare platform during the presidential campaign was the
establishment of a system that would allow CMS to negotiate drug pricing directly with drug makers. We believe
that currently CMS is not structured to be a central negotiation/procurement agency for drugs. However, in an
environment in which CMS negotiates prices directly with drug makers, we believe that companies with drugs in
competitive therapeutic classes would sustain the most negative impact. To that end, we believe that there are a
finite number of key biotechnology drugs that compete in crowded classes. Rather, most key biotechnology
drugs are innovative, unique, and offer meaningful patient benefit. Lastly, while the topic of the cost effectiveness
of drugs may not be discussed in depth during the reform debates, we believe that many drugs and drug classes
offer compelling cost effectiveness, and that the leaders in biotechnology understand the need to conduct clinical
trials that document the value proposition of their drugs—beyond basic safety and efficacy.

Biotechnology valuation perspective. Performance in biotechnology has been bifurcated this year, with small cap
stocks, especially those with weak balance sheets, underperforming the more defensive large cap business
models. This is consistent with our view that large cap biotechnology stocks could trade defensively for the first
time this economic cycle. While over a three year period small cap stocks have the potential to offer the best
absolute returns, we have taken what we view as a more conservative approach with our value slanted picks for
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one and three years, and reiterate our view that there has never been a cash flow positive trap in the
biotechnology industry.

HEALTHCARE IT
= Well Positioned in 2009...

— ROI merits, policy environment should remain key adoption drivers in 2009.

— Feedback from industry checks indicates HCIT remains very high priority within overall provider capex
budgets.

= ...but Not Immune to Tough Economic Environment
— Still some risk if dollars allocated by hospitals and physicians for capital purchases slows/declines, although
so far so good.
= Best 2009 Fundamental HCIT Stories Likely Will Have Following Characteristics:

— For HCIT purchasers: low upfront investment, accelerated financial returns, helps regulatory compliance.
— For investors: Focus on stories with weighting towards recurring or visible revenue streams.
— At risk: Capital-oriented purchases- hospital environment slightly more exposed, in our view.
= Longer-term: Many of the Same Positive Adoption Stories
— Inpatient (Hospital): Clinical Adoption, Revenue Cycle Management Reinvestment.
— Ambulatory (Physician Office): EMR, e-Prescribing, Revenue Cycle Management Reinvestment.
— Payor: Payment Accuracy and Integrity.
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2009 RETAIL/CONSUMER SECTOR OUTLOOK

The Retail/Consumer team formally shifted from a cautious to a constructive approach to the sector in
September 2007, following a multiyear period of retail/consumer stock underperformance. Performance of the
group began to improve in the latter part of 2007, and retail stocks have outperformed the S&P 500 by roughly
15 percentage points over the past 12 months. Virtually all of the relative strength has been in consumer staples;
consumer discretionary has performed in line with the market overall, despite the sharp falloff in consumer
spending.

While the Retail/Consumer team anticipates that real personal consumer expenditures (PCE) could be at the low
end of the 0% to -2% range during 2009, we recognize that every time consumer spending has declined in the
past 50 years, industrial production has decreased by at least twice the rate of real PCE. Ultimately, this
relationship is the driver of relative earnings strength for retail/consumer companies, which in turn drives relative
stock performance for the retail/consumer sector....

...The relative stock performance of the broader retail composite has been inversely correlated with short-term
interest rates over the past 25 years, although there have been periods of sector underperformance while the
Fed was in an easing mode. While relative earnings growth drives relative stock performance for retailers over
the long term, the decline in interest rates and energy prices are positives for the sector.

RESTAURANTS

= Difficult Operating Environment Continues

= Weak traffic trends remain pervasive throughout space

= Emphasis on value offerings

= Commodity and energy costs starting to wane

= Restaurant stock multiples at or near all-time lows on depressed margins

HARDLINES & E-COMMERCE RETAILING

= 2009 will likely be challenging and well-below secular growth potential

= Home Improvement: Most housing exposure; fundamental catalyst yet to develop

= Consumer Electronics: Advanced TV commaoditized, volatile top-line and low margin creates risk
= Office Products: Vulnerable in recession, weak players donating share

= E-commerce: Still taking share, but also cyclical

= Bedding: Specialty bedding taking share long term, under pressure near term

= We believe consensus estimates will continue to fall

CONSUMER PRODUCTS

Year to date, the companies in our consumer (staples) products composite outperformed the market, not
unexpected at this point in the economic cycle.

= Over the past few months, absolute valuations have trended to historical lows; however, relative valuations
have remained above average

= The group is not immune to current economic weakness; however, the earnings impact should be more
modest relative to companies overall

= While earnings growth for the group may decelerate on an absolute basis, that rate could accelerate relative
to companies in general in 2009, creating the potential for continued solid relative share price performance
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DISCOUNT/DEPARTMENT STORES

= Discounters should continue to gain share as consumers trade down during/after the current recession; this
phenomenon could be more pronounced and longer lasting than in the 2001 recession given the consumer-
centered nature of the current downturn.

= Consolidation among weaker operators (e.g., liquidations of Mervyn's and Linens n’ Things) presents
incremental market share opportunities for the leading discount retailers.

HEALTH AND BEAUTY

= Health and beauty retailers should experience relative stability in consumer purchasing patterns, helped by an
above-average mix of basics and consumables.

= Companies selling low-price-point, replenishable product to leading mass retailers (especially chain drug
stores and discounters) should benefit from share gains by these retailers.
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European M&A Activity
-

Transaction Detail

= European M&A activity for December was extremely weak, with double-digit declines across the board.

= There was a 33.6% decline in the number of deals and a 64.3% decline in dollar volume compared with last
year.

= The total dollar volume of $69.8 billion was 40.2% below the trailing-12-month monthly average of $116.7
billion.

= European middle-market activity was also very weak, with the number of deals down 35.7% and the dollar
volume down 62.1%.

= For the full year, the deal and dollar totals declined 3.6% and 38.7%, respectively.

European M&A Activity Detail

NUMBER OF DEALS DEAL VALUE

% Change % Change

2006 2007 2008 '08vs. '07 2006 2007 2008 '08vs. '07

< $50M 282 338 280 (17.2%) $4,657 $5,137 $3,664 (28.7%)
$50M-$250M l64 169 72 (57.4%) $19,812 $20,370 $8,683 (57.4%)
$250M-$750M 64 79 25 (68.4%) $28,055 $33,166 $9,881 (70.2%)
Total Middle-Market 510 586 377 (35.7%) $52,525 $58,672 $22,228 (62.1%)
Monthly Average 516 547 508 (7.0%) $41,977 $50,595 $40,564 (19.8%)
> 750M 43 56 18 (67.9%) $124,570  $137,073 $47,580 (65.3%)
Undisclosed 474 662 471 (28.9%) - - - —
Total Deals 1,027 1,304 866 (33.6%) $177,094  $195,745 $69,808 (64.3%)
Monthly Average 1,135 1,216 1,172 (3.6%) $53,725  $190,449  $116,651 (38.7%)
< $50M 4,003 3,934 3,993 1.5% $51,847 $59,802 $54,065 (9.6%)
$50M-$250M 1,562 1,837 1,525 (17.0%) $183,810  $212,238  $178,783 (15.8%)
$250M-$750M 622 789 581 (26.4%) $268,063  $335,101  $253,923 (24.2%)
Total Middle-Market 6,187 6,560 6,099 (7.0%) $503,720  $607,141  $486,771 (19.8%)
> 750M 392 544 339 (37.7%) $1,196,172 $1,678,249  $913,042 (45.6%)
Undisclosed 7,045 7,490 7,627 1.8% - - - -
Total Deals 13,624 14,594 14,065 (3.6%) $1,699,891 $2,285,390 $1,399,813 (38.7%)
< $50M 4,003 3,934 3,993 1.5% $51,847 $59,802 $54,065 (9.6%)
$50M-$250M 1,562 1,837 1,525 (17.0%) $183,810  $212,238  $178,783 (15.8%)
$250M-$750M 622 789 581 (26.4%) $268,063  $335,101  $253,923 (24.2%)
Total Middle-Market 6,187 6,560 6,099 (7.0%) $503,720  $607,141  $486,771 (19.8%)
> 750M 392 544 339 (37.7%) $140,982 $1,678,249  $913,042 (45.6%)
Undisclosed 7,045 7,490 7,627 1.8% - - - -
Total Deals 13,624 14594 14,065 (3.6%) $644,702 $2,285,390 $1,399,813 (38.7%)

Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis..
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European M&A Activity (cont'd)
-

Annual Transactions

European M&A Activity

Number of Deals == Undisclosed Middle Market > $750M Deal Value Deal Value

($ in billions)
20,000 $2,400

14,065
15,000 $1,800
11,729
10,000 8,335 $1,200
5,915
5,000 $600
, .

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Number
of Deals
>$750M 107 163 300 356 163 172 149 198 287 392 544 339
Middle Market 2,953 4,144 5,404 6,571 5,714 5,144 4,654 4,921 5,920 6,187 6,560 6,099
Undisclosed 2,855 4,028 6,025 7,774 7,208 6,154 5,189 5,466 6,555 7,045 7,490 7,627
Deal Value $400 $773  $1,497 $1,535 $678 $639 $623 $840 $1,222 $1,700 $2,285  $1,400

Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
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European M&A Activity (cont'd)
-

Valuation Multiples

= For middle-market deals over the past 12 months, the EBITDA multiple has declined to 9.4x, from 10.1x last
month.

= The EBITDA multiple for all transactions also continues to decline, ending the year at 10.1x, down from 10.5x
last month and 11.5x for 2007.

= One-week and four-week acquisition premiums have increased sharply due to the weak equity markets.

European Middle-Market Valuation Multiples

14.0x B Middle Market ™ Overall Market
12.0x
10.0x |
8.0x
6.0x
4.0x -|
2.0x
0.0x T T 1
1997 1998 1999 2001 2002 2003 2005 2007 2008
Middle Market 10.0x 9.9x 8.8x 8.7x 8.6x 8.3x 8.6x 8.7x 9.7x 11.0x 10.6x 9.4x
Overall Market 10.0x 10.2x 9.0x 8.9x 8.9x 8.5x 8.7x 8.8x 10.1x 11.3x 11.5x 10.1x

Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.

European Middle-Market Valuation Multiples

14.0x 1 B<$50M  © $50M-$250M B $250M-$750M
12.0x
10.0x -
8.0x -
6.0x -
4.0 -
2.0x
0.0x -
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Size
< $50M 8.9x 8.9x 8.2x 7.8x 7.9x 7.3X 7.8x 7.9x 8.2x 10.5x 9.6X 8.1x
$50M-$250M 10.2x 10.2x 8.8x 9.9x 9.4x 9.2x 8.7x 9.2x 10.5x 10.7x 11.2x 8.6x
$250M-$750M  10.9x 12.4x 10.9x 9.3x 9.4x 10.8x 10.3x 9.6x 11.8x 12.3x 12.3x 11.7x

Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.

European Middle-Market Median Acquisition Premiums

40.0% =—&—1-Week Premium 4-Week Premium

35.0%

30.0%

25.0% y — " o

20.0% o 4/‘\‘_‘\ >

15.0% v v ¢ —

10.0% - T T T T T T T T T T T |

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

1-Week Premium  24.2% 23.2% 23.7% 26.2% 23.3% 23.0% 17.0% 17.1% 16.3% 14.5% 19.1% 31.3%
4-Week Premium  34.3% 31.3% 29.9% 31.9% 26.4% 23.3% 22.1% 19.3% 21.1% 17.6% 22.7% 32.0%

Source: Dealogisc and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
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European M&A Activity (cont'd)

Private-Equity Transactions

= European private-equity activity is down substantially, mirroring the activity in the United States.

= For the year, the total dollar volume is down just over 60% compared with 2007 while the number of deals is
down 31.1%.

= As in the United States, the greatest weakness is in the larger deals, with just 61 deals in excess of
$750 million, compared with 152 for all of 2007.

European Private-Equity Activity

Number of Deals mmmm Undisclosed Middle Market s >$750M Deal Value Deal Value
($ in billions)
2,211
2,250 ~ 2,095 2,027 — - $500
2,000 - e —
1,750 - 1,548 1,524 | $400
1’500 - 1,355 1’293 1.267 1,360
1.950 - ' - $300
1’000 948
' 642 - $200
7501 454
500 - - $100
250 -
0 - - $0
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Number
of Deals
>$750M 9 12 22 29 21 31 39 62 88 103 152 61
Middle Market 298 421 551 764 712 705 711 827 954 864 924 659
Undisclosed 156 221 375 562 560 531 610 659 1,053 1,060 1,135 804
Deal Value $28 $44 $74 $90 $74 $95 $132 $213 $275 $353 $444 $176

Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
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Emerging Markets M&A Activity

Latin American M&A Activity

Number of Deals = Undisclosed Middle Market ms= >$750M Deal Value Deal Value
($ in billions)
1,500 - - $140
1,250 - 1,129 [ $120
1,000 - - $100
- $80
750 -
- $60
500 1 - $40
250 - - $20
0 - - $0
Number 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
of Deals
>$750M 20 16 18 34 9 13 9 13 13 30 34 38
Middle Market 329 364 424 389 311 202 290 329 310 439 664 589
Undisclosed 179 245 412 326 298 234 221 233 242 415 555 502
Deal Value $71 $70 $76 $94 $48 $38 $31 $59 $48 $130 $107 $121
Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
Asian M&A Activity
Number of Deals = Undisclosed Middle Market === >$750M Deal Value Deal Value
($ in billions)
14,870
15,000 + 14,831 _ $900
12,133 - $800
12,500 -
- $700
10,000 - - $600
- $500
7300 1 - $400
5,000 - 2520 - $300
2500 - 1,560 ' - $200
, - $100
0 - - $0

Number 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
of Deals

>$750M 36 27 58 73 51 50 a7 87 105 157 201 159
Middle Market 977 1,549 2,524 3,420 3,241 3,767 3,583 5,044 7,123 8,962 11,284 10,911
Undisclosed 547 944 1,407 1,993 1,846 2,025 1,639 1,924 2,541 3,014 3,385 3,761
Deal Value $130 $124 $305 $388 $255 $201 $226 $399 $520 $690 $845 $760

Source: Dealogic and William Blair & Company, L.L.C. Mergers and Acquisitions market analysis.
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Select William Blair & Company Transactions
-

TARGET TARGET DESCRIPTION ACQUIROR ACQUIROR DESCRIPTION
12/31/08  Gateway Ethanol Ethanol plant production Dougherty Funding, LLC DIP Lender 63.00
12/22/08 Pensar Electronic Provider of low-to-medium volume, high Engages in the design, manufacture, $45.0
: mix (broad line of relatively shorter run and assistance of electronic,
Solutions, LLC . } ; ;
SKUSs) outsourced electronic solutions electromechanical, and interconnect
across a diverse range of end markets systems on a contract basis
12/19/08 Sorex Holdings Ltd. Independent manufacturer and supplier BASF is the world’s leading chemical ND
(Indigo Capital LLP) of a broad range of chemical and non- company
chemical pest-control systems
12/15/08 TDX Group Limited Multinational provider of proprietary, Investcorp Technology Technology private equity arm of $110.2
(Blenheim Chalcot) analyt\cs-based arrears management Partners alternative investment manager
solutions for defaulted consumer debt. Investcorp
11/20/08 API Software, Inc. Develops labor cost management Francisco Partners Global private-equity firm focused ND
applications for hospitals and health exclusively on investments in
systems technology companies
11/18/08 Stainton Metal Company Designer, manufacturer and supplier Valmont Industries, Inc. Global designer and manufacturer of ND
Limited of an extensive range of galvanized poles and towers, irrigation equipment
. . and stainless-steel support structures and commercial tubing.
(NVM Private Equity)
11/14/08 Chockstone, Inc. Loyalty card provider and Heartland Payments Delivers credit/debit/prepaid card ND
marketing services Systems, Inc. processing, payroll, check management,
and payments solutions
11/6/08 Folgers Coffee Company Produces whole bean, ground, The J.M. Smucker Company Manufactures and markets branded $3,000.0
(Procter & Gamble) and instant coffees food products
Purchase of related-party Molex Incorporated Manufactures and sells electronic $26.7
stockholdings components
10/31/08 TMG Health, Inc. Business process outsourcing Health Care Service The largest customer-owned health ND
services firm providing a variety of Corporation insurer in the United States and the
administrative services to the Medicare fourth-largest health insurer in the
and Medicaid health plan markets country overall
10/23/08 IntelliTax Tax software company Wolters Kluwer Leading global information services and ND
(a division of TRE Financial) publishing company
(Platform Partners)
10/17/08 Liba Laboratuarlari Anonim Distributor of pharmaceutical products EBEWE Pharma Ges.m.b.H International pharmaceutical company ND
Sirketi for a number of leading international Nfg.Kg.
companies within Turkey
10/16/08 Coria Laboratories, Ltd Pharmaceutical company specializing Valeant Pharmaceuticals Specialty pharmaceutical company $95.0
in research, development and International
marketing of dermatology products
10/8/08 CBOT Metals Complex Commodities Exchange NYSE Euronext Securities Exchange ND
(a division of CME Group)
10/6/08 Wm. Wrigley Jr. Company Chewing gum company Mars, Inc. & Berkshire Hathaway  Confectionary company $23,100.0
9/29/08 MicroCal, LLC Designs and manufacturers GE Healthcare, Ltd. Provides a variety of medical products ND
microcalorimeters used in drug and healthcare information technologies
discovery and the life sciences
9/23/08 ChartOne, Inc. (Warburg Pincus) Provider of medical record workflow HealthPort Technologies, LLC Provides healthcare information ND
solutions to hospitals and physician technology and strategic solutions
clinics
9/22/08 Allied Richard Bertram Marine Aftersales service and marketing of Ferretti, SpA Luxury yacht dealer ND
Group new and pre-owned motoryachts
8/29/08 MedVenture Technology Corp. Medical outsource solutions provider Ampersand Ventures Private equity ND
8/22/08 New York Mercantile Exchange  International energy and metals CME Group International commodities exchange $7,914.0
exchange
8/22/08 Habeas Provides email reputation intelligence ReturnPath Provides integrated e-mail reputation ND

management and deliverability services

Note: Bold denotes William Blair & Company, L.L.C. client.
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Select William Blair & Company Transactions (cont'd)
-

CLOSE DEAL
DATE TARGET TARGET DESCRIPTION ACQUIROR ACQUIROR DESCRIPTION VALUE
8/01/08 Bemrose Booth Specialist in security printing and American Industrial Acquisition Investment fund ND
associated services Corporation
7/31/08 Skywire Software LLC Provides software and services to Oracle Corporation World’s largest enterprise ND
(Hall Financial Group) the insurance industry software company
7/21/08 BPO operations of Skywire Provides BPO services such as print KUBRA Data Transfer, Ltd Develops and markets customer ND
Software and mail services, Web publishing, communication management (CCM)
electronic bill payment, and solutions
Web hosting
7/15/08 Skylight Financial, Inc. Issuer, acquirer, marketer, and NetSpend Corporation Leading marketer and processor of ND
(JLL Partners) processor of debit accounts and prepaid payment solutions
stored-value cards
7/08/08 180 Connect Provides residential media DirecTV Group Provides direct-to-home digital television $105.0
installation services for cable and services and multichannel video
satellite providers programming distribution
7/02/08 Atlantic Paper & Foil Convertor and distributor of tissue CelluTissue Holdings, Inc. Manufactures and markets a variety of ND
and paper products (Weston Presidio) specialty tissue hard rolls and machine-
glazed paper
6/30/08 Diamond Glass Provider of auto glass replacement Belron SA World’s leading vehicle glass repair $50.0
services and replacement company
6/30/08 FirstService Security Provides full suite of integrated ADT Security, a Division Provides electronic security and $187.5
(First Service Corporation) security services of Tyco International surveillance systems
6/30/08 Signicast Corporation Investment caster for top OEM The Pritzker Group Middle-market private-equity firm ND
manufacturers
6/10/08 High End Systems, Inc. Manufacturer of automated lighting Barco nv Designs and develops imaging $55.0
(Generation Partners) solutions products for a variety of industries
6/06/08 Premier Research Full-service, global CRO providing ECI Partners U.K. private-equity group $220.0
Group plc clinical research and development
services
6/04/08 American IronHorse Designs and manufactures customized AlH Acquisition, LLC Dealer of high-end, customized ND
Motorcycle Company, Inc. motorcycles, including cruisers and motorcycles
choppers
6/03/08 Accuro Healthcare Solutions, Provides revenue management MedAssets, Inc. Provides integrated spend management $350.0
Inc. (Welsh Carson Anderson  solutions for healthcare providers and revenue cycle solutions for
& Stowe) healthcare providers
4/04/08 The Hi-Tech Group, Inc., Provides outsourced design and Parker Hannifen Manufactures motion and control ND
(Red Diamond Capital, Century manufacturing services for the technologies and systems
Park Capital Partners) medical device industry
4/01/08 National Computer Print, Inc. Provides personalized, time-sensitive, Lion AVI Holdings, LLC Joint venture of private-equity firms Lion ND
(GTCR Golder Rauner, LLC) and confidential business Equity Partners Holdings, LLC and
communications Access Value Investors LLC
3/31/08 Optimal Solutions Integration, High-end SAP consulting and Tailwind Capital Middle-market private-equity firm ND
Inc. staffing firm
3/21/08 Ranir, LLC Manufactures a broad spectrum of Kayak Holdings, LLC Investment group ND
private-label oral care products
3/11/08 Williams Foods, Inc. Produces dry seasonings, sauce C.H. Guenther & Son, Inc. Produces flours, baking mixes, gravies, ND
mixes, and meal-enhancing products sauces, and baked products
3/06/08 nSpired Natural Foods, Inc. Provides natural and organic Hain Celestial Group, Inc Produces natural and organic food and ND
(American Capital Strategies) mainstream food products personal care products
3/04/08 DocuData Solutions, LLC Provides document management and BancTec Provides payment processing, document ND
media storage services and content processing, and IT services
3/04/08 CMS, Inc. (Brown Brothers Leader in the development, sales, and Elekta AB International medical technology $75.0
Harriman) support of radiation therapy planning company
software solutions
2/29/08 Tandem Labs Bioanalytical and immunoanalytical Laboratory Corporation of Clinical laboratories offering a broad ND

(DW Healthcare Partners)

contract research organization

America Holdings

range of genomic and esoteric testing
services

Note: Bold denotes William Blair & Company, L.L.C. client.
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Select William Blair & Company Transactions (cont'd)

CLOSE TARGET TARGET DESCRIPTION ACQUIR ACQUIROR DESCRIPTION DEAL
DATE VALUE
2/29/08 CMC Biologics A/S Provides process development and Monitor Clipper Partners, LLC Private-equity firm investing in middle- ND
manufacturing services, to the market companies in North America
biopharmaceutical and biotechnology and Europe.
industries
2/29/08 Corporate Payments Division of Provides integrated electronic payment SunGard AvantGard LLC Provides software and processing ND
Payformance Corp. solutions, print services, and corporate solutions for financial services, higher
payment software systems education, and the public sector
2/08/08 ACI Electronics, LLC Distributor of electronic components Arrow Electronics, Inc. Global provider of electronic components $60.0
used in defense and aerospace and computer products
applications
1/25/08 Avail Medical Products Provides outsourced design, Flextronics International, Ltd. Leading electronics manufacturing ND
(UBS Capital Americas) development, and manufacturing services (EMS) provider
solutions for disposable medical devices
1/22/08 TUsC IT consulting company specializing in Rolta India Ltd Provides information technology services $48.0
ERP applications as well as database
and business intelligence solutions
1/15/08 Wolferman'’s, LLC Direct marketer of premium specialty Harry & David Holdings Multichannel specialty retailer and ND
foods and gifts producer of branded premium gift-quality
fruit and gourmet food products and gifts
1/11/08 First Consulting Group, Inc. Provides information technology Computer Sciences Corporation  Global information technology (IT) $363.4
services and products to healthcare services companies
and life sciences organizations
1/09/08 Galpharm Healthcare Limited Provides private-label and Galpharm- Perrigo Company Manufactures and distributes $86.0
branded non-prescription and pharmaceuticals, nutritional products,
over-the-counter healthcare products active pharmaceutical ingredients, and
consumer products
1/03/08 Metals UK Ltd. Distributor and processor of specialty A. M. Castle & Co. Global distributor of specialty metal and ND
metals serving multiple industrial plastic products and supply-chain
markets services
1/01/08 Group Ex Financial Corporation Money remittance company focused Coinstar, Inc. Provides range of solutions for retailers’ $70.0
on the U.S.-to-Latin market storefronts including self-service coin
counting, entertainment, and e-payment
12/31/07 Major, Lindsey & Africa Search firm dedicated to the placement Allegis Group, Inc. Provides staffing and recruiting solutions ND
of attorneys into law firms and
corporations
12/31/07 Newport and Adventure Operates for-profit aquariums Herschend Family Entertainment  Owns and operates entertainment parks ND
Aquariums Corporation in the U.S.
12/21/07 CTSpace, Inc. Software-as-a-service (SaaS) provider Sword Group SA Leading global provider of enterprise ND
of enterprise content collaboration and content management solutions
business process management solutions
12/10/07 Universal Lighting Technologies, Designs and manufactures high-efficiency  Matsushita Electric Works, Ltd. Manufactures and sells electrical ND
Inc. lighting ballasts and control systems construction materials
(Littlejohn & Co., LLC)
12/20/07 Cascade Lacrosse Sporting goods manufacturer North Castle Partners Private-equity firm ND
(Landmark Capital Partners
& The Mustang Group)
12/19/07 Advanced H20, LLC Supplies private-label bottled water HM Capital Private-equity firm ND
(LaSalle Capital Group) and noncarbonated beverages to retail
customers
12/14/07 Zendor.com Ltd. United Kingdom-based provider of GSI Commerce Inc. Provides e-commerce solutions that $7.7
fulfillment, customer care, and enable users to operate e-commerce
e-commerce solutions businesses
12/10/07 International Graphics Inc. Manufacturers specialty pressure- Pouschine Cook Capital Private-equity firm ND
(Kirtland Capital Partners) sensitive materials and extruded films Management, LLC
12/06/07 LogistiCare, Inc. Provides non-emergency transportation Providence Service Corporation Provides home and community-based $220.0
(Charterhouse Group and management solutions, primarily for social services to government-sponsored
Summit Partners) Medicaid beneficiaries clients
12/04/07 ICOS Biologics Manufacturing Biologics development and manufacturing CMC Biologics A/S Biologics contract manufacturing ND

operations of ICOS Corporation

organization (CMO)

Note: Bold denotes William Blair & Company, L.L.C. client.
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Disclosures

THIS IS NOT IN ANY SENSE A SOLICITATION OR OFFER OF THE PURCHASE OR SALE OF SECURITIES. THE FACTUAL STATEMENTS HEREIN HAVE BEEN TAKEN FROM SOURCES
WE BELIEVE TO BE RELIABLE, BUT SUCH STATEMENTS ARE MADE WITHOUT ANY REPRESENTATION AS TO ACCURACY OR COMPLETENESS OR OTHERWISE. OPINIONS
EXPRESSED ARE OUR OWN UNLESS OTHERWISE STATED. FROM TIME TO TIME, WILLIAM BLAIR & COMPANY, L.L.C. OR ITS AFFILIATES MAY BUY AND SELL THE SECURITIES
REFERRED TO HEREIN, MAY MAKE A MARKET THEREIN AND MAY HAVE A LONG OR SHORT POSITION THEREIN. PRICES SHOWN ARE APPROXIMATE. THIS MATERIAL HAS
BEEN APPROVED FOR DISTRIBUTION IN THE UNITED KINGDOM AND APPROPRIATELY PASSPORTED COUNTRIES BY WILLIAM BLAIR INTERNATIONAL, LIMITED (“WBIL"),
REGULATED BY THE FINANCIAL SERVICES AUTHORITY (FSA), AND IS DIRECTED AT, AND IS ONLY MADE AVAILABLE TO, AUTHORIZED PERSONS AND OTHER PERSONS FALLING
WITHIN COB 3.2.5(1)(b) OF THE FSA HANDBOOK, AND MAY NOT BE PASSED ON TO PRIVATE CUSTOMERS IN THE UNITED KINGDOM. ANY UNAUTHORIZED USE IS PROHIBITED.
“WBIL" IS REGISTERED IN ENGLAND UNDER COMPANY NUMBER 3619027 AND ITS REGISTERED OFFICE IS LOCATED AT 3 ST HELENS PLACE, LONDON, ENGLAND ECAGAB.

“WILLIAM BLAIR & COMPANY" AND #iwern Hiiin & ‘Eornpiany” pARE REGISTERED TRADEMARKS OF WILLIAM BLAIR & COMPANY, L.L.C. Copyright 2009, William Blair & Company, L.L.C.
January 23, 2009
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OFFICE LOCATIONS

Headquarters
222 West Adams Street
Chicago, IL 60606

312.236.1600
www.williamblair.com

Two International Place
Suite 1700

Boston, MA 02110
617.235.7500

Putnam Place

100 Great Meadow Road
Suite 606

Wethersfield, CT 06109
1.800.596.2028

450 East 96th Street
Suite 500

Indianapolis, IN 46240
317.581.6127

3 St. Helen’s Place
London EC3A 6AB
England

+44 20 7868 4400

666 Fifth Avenue
14th Floor

New York, NY 10103
212.237.2700

343 Sansome Street

Suite 1210

San Francisco, CA 94104
415.986.5596

Unit 16-18, 11th Floor

Building One, Corporate Avenue
No. 222 Hubin Road

Shanghai 200021, PR.C.
86-21.2327.2222

Kamiyacho MT Building
13th Floor

4-3-20 Toranomon
Minato-ku, Tokyo 105-0001
Japan

+81 3 5470 0720

Stockerstrasse 46
8002 Zurich
Switzerland

+41 44 287 9020

William Blair

Funds Placement Group L.L.C.
Chase Tower

2200 Ross Avenue

Suite 4900W

Dallas, TX 75201
214.665.7900

William Blair & Company, L.L.C. is a global investment firm offering investment banking,
asset management, equity research, institutional and private brokerage, and private capital to
individual, institutional, and issuing clients. Since 1935, we have been committed to helping
clients achieve their financial objectives. As an independent, employee-owned firm, our
philosophy is to serve our clients” interests first and foremost. We place a high value on the
enduring nature of our client relationships, the quality of our products and services, and the
continuity and integrity of our people. William Blair & Company is based in Chicago, with
office locations including Boston, London, New York, San Francisco, Shanghai, Tokyo, and

Zurich. For more information, please visit www.williamblair.com.
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