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I
Executive Summary — (1)

> Maintained high level of management fees generated from assets under
management (AUM)

AUM of SPARX group reached JPY 1,880.7 billion, as of December, 2006:

— SPARX Asset Management Co. Ltd. (“SAM”, JPY 1,377.1 billion), Cosmo
Investment Management Co., Ltd. (“Cosmo”, JPY 249.0 billion), PMA Capital
Management Limited (“PMA”, JPY 254.5 billion).

> Management fees for the half hit JPY 13.05 billion (50.4% increase, year-on-
year comparison).

Net management fee rate in the period totaled 0.78%(0.01 percent point
decrease, year-on-year comparison).

> Performance fees in the period achieved JPY 7.59 billion (22.2% decrease,
year-on-year comparison).

— Percentage of AUM eligible to earn a performance fee climbed to 62.0% (8.2
percent point increase).

> Recurring profit reached JPY 7.69 billion (32.4% decrease, year-on-year
comparison).

> Net profit totaled JPY 3.46 billion (40.2% decrease, year-on-year comparison).
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I
Executive Summary— (2)

> PMA Capital Management Limited, a SPARX Group unit included in
consolidated figures since June 20, 2006, contributing to earnings via:

— JPY 1.40 billion contribution to Group management fees from PMA in 3™
quarter (FY2006).

— JPY 3.26 billion contribution to SPARX group performance fee in 3" quarter
(FY2006).

— JPY 1.32 billion as amortization of goodwill resulting from PMA transaction in
Group general administrative expenses (June 20-June 30, 2006 <l1ldays> and
July-December, 2006 <6 months>).

— JPY 254.5 billion contribution to SPARX Group AUM as of December 2006.

:



Selected Financial Highlights

Average AUM (100 Mil. Yen)

Operating and general
administrative expenses

Operating profit (Mil. Yen)
Recurring profit (Mil. Yen)
Net profit (Mil. Yen)

Number of personnel
(period-end)

TOPIX (period-end)

SPARX g \el{ts
1. The figures above, excluding “YoY change” are truncated. “YoY change” is rounded to the nearest tenth of a percent.
2. Number of personnel shows period-end figure.
3. AUM figures cited above include Korean subsidiary (Cosmo Investment Management Co., Ltd.) and Hong Kong subsidiary (PMA Capital Management Limited).

FY2005

Nine months
ended Dec. 31

1,649.76

Twelve months
ended Mar. 31

1,728.16

[ EY2006 \
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ended Dec 31 | YoY change

19,168 +61.7%
e 21043 B
e 13876+894%
7167 ........... R
7694 ........... e
3465 ........... P
280 +481%
\ 1 e +190/y
6

4. Regarding the calculation of Average AUM, figures assume PMA AUM amount has been included in total AUM since April 2006.
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Financial Highlights for Each Quarter in Fiscal 2006

(Units: million JPY)

1st quarter 2nd quarter 3rd quarter Total
(Apr.- Jun., 2006) (Jul. - Sep., 2006) (Oct. - Dec., 2006)
YoY change YoY change YoY change YoY change
Amount (%) Amount %) Amount (%) Amount %)

Operating revenue 8,848 229.0% 6,312 25.2% 5,882 -46.5% 21,043 12.3%

Management fee 4,138 75.7% 4,641 61.1% 4,279 24.2% 13,059 50.4%

Performance fee 4,673 1938.1% 1,330 -34.8% 1,588 -78.8% 7,592 -22.2%

Other operating revenue 37 -64.6% 340 183.7% 14 -77.4% 391 36.0%
Operating and general 4,567 153.9% 4,453 107.6% 4,854 43.6% 13,876 89.4%
administrative expenses
Operating profit 4,281 380.9% 1,858 -35.8% 1,027 -86.5% 7,167 -37.2%
Recurring profit 4,453 449.6% 1,884 -35.3% 1,355 -82.3% 7,694 -32.4%
Net profit 2,288 564.6% 623 -61.1% 553 -85.6% 3,465 -40.2%

Note: The figures above, excluding “YoY change”, are truncated. “YoY change” is rounded to the nearest tenth of a percent.
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I
Selected Financial Highlights for Key Subsidiaries

(Units: million JPY)

FY2005 FY2006
3Q Full year 3Q 3Q 3Q
SPARX | SPARX | sparx | oY spArx | YoY
+Cosmo +Cosmo +Cosmo SIEE PMA Gr. Total SIEE]S
(%) ' (%)
Operating revenue 18,731 26,863 16,365/ -12.6% 4,678 21,043 12.3%
Management fee 8,680 12,582 11,650 34.2% 1,409 13,059 50.4%
Performance fee 9,763 13,764 4,323 -55.7% 3,269 7,592 -22.2%
Qa7 EIEEIE 287 516 391 36.0% : 391 36.0%
revenue
Operaling and general 7,326 10,462 10418 42.2% 3,457 13,876 89.4%
administrative EXPEenses
Operating profit 11,405 16,401 5,046 -47.9% 1,201 7167| -37.2%
Recurring profit 11,376 16,280 6,407 -43.7% 1,286 7,694 -32.4%
IS O SRS 189 201 222 17.5% 58 280 48.1%
(period-end)

SPARX
Note: The figures above, excluding “YoY change”, are truncated. “YoY change” is rounded to the nearest tenth of a percent.
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I
Balance Sheet Summary

Dec.30, 2005 ( Dec.30, 2006 N
(Mil. Yen) (Mil. Yen) YoY Change

Current Assets 32,447 35,381 +9.0%
Cash, Cash Equivalents, Securities 20,035 17,299 -13.7%
Fixed Assets 19,249 46,122 +139.6%
Goodwill - 25,906 -

Total Assets 51,697 \_ 81,503 +57.7%

Short-term borrowings - [ 4,500 _\‘
Corporate bond 5,000 5,000 0.0%
Long-term borrowings - 12,000 -

Total Liabilities 13.990 \ 29603 +777_5%jl

" . . ™~

Common stock, Additional Paid in Capital 22 556 ( 25,288 +12.1% |
Retained Earnings 16,274 20,681 +27.1%
Common Stock in Treasury at Cost -3,003 -2.438 —
Minority Interests 339 2004 +489 8%

W sy S G TR
9

Note: The figures above, excluding “YoY change”, are truncated. “YoY change” is rounded to the nearest tenth of a percent.
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]
Flow of Funds [Mar. 2006~ Dec. 2006]

(Units: 100 million JPY)

_______________________________ Businessentty i Mar. 31,2006 Subscription Redemption ________H??_._._._._.fﬂ.“:P_F'_rE‘E'FF‘_t.'E’_rf'_?TF....E?F..?.’]..?QQ?.
SPARX Asset Management Co., Ltd. [ 18077, 3586 42010 704f  1600f - 13,771
Cosmo Investment Management Co., Ltd. I 1711 886 -4B4 4 DE _______________________ 3?? ________________ 2,490
PMA Capital Management Limited i 2,494 376! 355 21i 30! 2,545
SPARX Group (Total) 20,283 4,348 -5,130i 232 1,193 18,807

The data of the following table does not include Korean subsidiary (Cosmo Investment Management
Co., Ltd.) and Hong Kong subsidiary (PMA Capital Management Limited).

____________________________ investmentstrategy i Mar. 31,2006 __59_*?_5_9['91'9!?__5...8%@%@9!!9@..5_________'_\!_E;?________’._f"_*ﬁﬁr?tzlat_'?ﬂ_%?9__,_9%9__?;1__299@
SPARX Asset Management Co., Ltd, &
Longshortstrategy 1 3369 452, B985l 149 3074
Strategic (or "Focused") invesiment sirategy | 4l 420 - R A
Multi-manager alternative investment strategies | 508{ 200f . 30L 230, 1o 749
Acvestrategy 6506, 1782 2784 971 844 4690
Mid & small capstrategy I 2948t 982 854l 208 . -3%8

Value creation investmentstrateqy 1 18600 96 ....-\s8i 2 88l 1709
Private equity investments § 42! 0! 0! i} 1

Total 16,077 3,586 4,291} 704!

Notes:
1. The figures above are truncated. “Redemption” figure includes mandate terminations.

2. "Subscription” and “Redemption” for Cosmo Investment Management Co., Ltd. and PMA Capital Management Limited are converted at the end of Dec, 2006
exchange rate, “Appreciation etc.” contains gain and loss from exchange rate differential between Mar. 31, 2006 and Dec. 31, 2006.

3. AUM of “March 31, 2006" includes the AUM of PMA that has been consolidated since June 20, 2006. 10

4. The figures for “Multi-Manager Alternative Investment Strategies” of SPARX Asset Management Co., Ltd for December 2006 are preliminary.
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Breakdown of Consolidated Operating Revenue

FY2005 FY2006
3Q Full Year 3Q 3Q 3Q
SPARX | SPARX | sparx | '°Y sparx | '°Y
+Cosmo | +Cosmo | +Cosmo eI PMA Cr. Total el
(%) (%)
Management fees (Million in JPY) 8,680 12,582 11,650 34.2% 1,409/ 13,059 50.4%
Net management fee rate (%) 0.79% 0.76% - - 0.78% -0.01
Performance fees (Million in JPY) 9,763 13,764 4,323 -55.7% 3,269 7,592 -22.2%
FEREER @ TEL SO EE 53.8%|  49.9%| 56.1%  +27 1000%  620%  +82
performance fees (%)
Other operating revenue (Million in JPY) 287 516 391 36.0% - 391  36.0%
Total operating revenue (Million in JPY) 18,731 26,863| 16,365 -12.6% 4678 21,043] 12.3%

Note:

The figures above, excluding “YoY change”, “net management fee rate(%)” and “percentage of AUM eligible to earn performance fees(%)”, are
truncated. “YoY change” is rounded to the nearest tenth of a percent. “YoY change” of “net management fee rate” and “percentage of AUM eligible to
earn performance fees(%)” shows the amount of decrease/increase instead of percentage of change.

11
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Breakdown of Group Performance Fees [Apr. 2006 ~Dec. 2006]

(Unit: million JPY)

FY 2005 FY 2006
YoY change
3Q Full Year 3Q (%)
SPARX Asset Management Co., Ltd.
Long-short strategy 6,292 9,355 1,810 -71.2%
Strategic (or "Focused") investment strategy 1,249 1,347 292 -76.6%
Multi-manager alternative investment strategies 266 301 6 -97.4%
Active strategy 134 152 370 175.8%
Mid & small cap strategy 58 143 3 -94.2%
Value creation investment strategy 1,571 1,361 666 -57.6%
Total 9,572 12,661 3,150 -67.1%
Cosmo Investment Management Co., Ltd.
Total 190 1,102 1,172 514.8%
PMA Capital Management Limited
Total - - 3,269 -
Total: Performance fee 9,763 13,764 7,592 -22.2%

Note: The figures above, excluding “YoY change”, are truncated. “YoY change” is rounded to the nearest tenth of a percent.

12
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SAM Distribution of Base Date Calculation of

Performance Fees (by Quarter)

% of AUM eligible to earn performance fees (as of Dec. 31, 2006)

BO.0Yp [verererermerererese s AB.5%y -woeeeeee e
A5.0% fo-eeereeeeeeeeeeeeee I
A0.0Uh froreemmeeresmeees e
35,000 frrreeeoreer el
B0.0%0 froveeeeeereesesse D
25,000 frvrreeeeeneeee e
20.0% - 19.9% - 17.0% -1 o 14.40p T
15.0% (-1 fooeet el b

100% -t ol bt b b
50% | e e | 21% ......

0.0% ' L l ! | | |
Motes. Apr.-Jun. Jul.-Sep. Oct.-Dec. Jan.-Mar. Others

1. All funds managed by SPARX Group (investment trusts and discretionary investment accounts) as of Dec. 31, 2006, are classified by the performance fee value
date in the above graph. In calculating these percentages, the following adjustments were made: (1) For funds with multiple payment periods, the divided values of
the funds are added for each value date (month) (2) Funds without performance fees are excluded from the total AUM. The above data are rounded to the nearest
tenth of a percent. (3) “Private equity investments” are classified as “Others” because its performance fee will be received at termination.

2. The figures are preliminary based on internal information and materials, and we do not guarantee their accuracy.

13

Source: SPARX Group Co., Ltd. (Tokyo, Japan) as of Dec. 31, 2006



Consolidated Expenses
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(Unit: million JPY) FY2005 / FY2006 \
Nine months Twelve months Nine months
Expense
YoY change
Category ended Dec. 31 ended Mar. 31 ended Dec. 31 ’
Commissions paid Operating 2,071 2,903 2,285 +10.3%
Entrusted fund administrative fees Operating 142 195 182 +28.1%
Other operating expenses Operating 268 387 396 +47.8%
Personnel expenses General 0
(Including temporary staff, etc.) administrative 2’752 4,151 6’394 +132.3%
sonuses etc. 1,244 - 3,534 +184.1%
(Included in the above Personnel Expenses)
Travel expenses e e 229 349 358 +56.3%
Property rent adrfii?:igive 367 500 591 +61.0%
. General
Entrusted business expenses s W 461 606 743 +61.2%
Depreciation on fixed assets e 172 249 248 +44.4%
Amortization of goodwill e e 47 61 1,386 +2819.4%
Other general administrative expenses ~ , Sorerl 813 1,055 1,288 +58.4%
Total (Operating & general administrative) expenses 7,326 10,462 13,876 +89.4%/
Notes:
v 1. The figures above, excluding “YoY change”, are truncated. “YoY change” is rounded to the nearest tenth of a percent. 14
2. The “Personnel Expenses” data includes payments for temporary staff, etc.

Source: SPARX Group Co., Ltd. (Tokyo, Japan) as of Dec. 31, 2006. Based on internal estimates.
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I
Breakdown of Group Personnel (Full-Time)

(Unit: job)
Entity / Function Oct. 1, 2006 | Change | Dec.31,2006
SPARX Group Co., Ltd. 33 2 35
President / Auditor (Full-time) 2 0 2
Executive Officer 0 1 1
Advisar 1 0 1
Legal & Compliance / Internal Audit 2 0 2
Corporate Planning & Administration / HR / Accounting / Finance 18 0 18
IT g 1 10
SPARX Asset Management Co., Ltd. a0 -6 IC
Director ¢include those who holds double posts as employee’ 5 0 ]
Investment & Research 34 -8 26
Trading 4 0 4
Marketing 18 -1 18
General Affairs 1 0 1
Fund Administration 7 2 9
Legal & Compliance / Internal Audit 5] 1 7
Risk & Performance Measurement 4 0 4
SPARX Securities Co., Ltd. 21 -1 20
SPARX Capital Partners Co., Ltd. 5 6 11
U.S. Subsidiaries 21 1 22
U.K. Subsidiaries 12 0 12
Hong Kong Subsidiaries 13 2 15
Cosmo Investment Management Co., Ltd. 30 3 33
PMA Investment Advisors Limited / PMA Capital Services Limited 51 7 o8
Total 266] 14 280
Note:
1. Executive Officers who are the presidents of subsidiaries are counted within subsidiaries in order to avoid double-counting.
2. Only “full-time” employees are counted and employees who hold “double-posts” are counted only for ONE position. 15

3. The number (as of October 2, 2006) is used for the figure of “Oct., 2006”, because Oct. 1, 2006 was a holiday.
Source: SPARX Group Co., Ltd. (Tokyo, Japan) as of Dec. 31, 2006.
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I
Consolidated “Base Earnings”

“Base earnings” indicate the estimated level of ordinary profit which could be derived from only net management fee
revenue (after the deduction of commissions paid) and without receiving any performance fee revenue.

FY2005 4 FY2006 N\

Twelve months ended Mar. 31 NI (TS G e PR el

(Annualized)
Average AUM (100 Mil. Yen) 13,116 19,168
Net management fee rate 0
(After the deduction of commissions paid) ) 0.76 0.78

Annualized net management fee

revenue (Mil. Yen) 9,968 14,951

(After the deduction of commissions paid)

Annualized ordinary expenses (Mil. Yen) 5,395 8,892
Annualized “Base earnings” (Mil. Yen) 4573 6,058
Number of personnel (period-end) 201 280

Notes:

. The figures above are truncated. As preliminary figures, the “Annualized net management fee revenue” data is calculated by multiplying the “Net management fee rate” and
the “Average AUM” for the period.

. The “Annualized ordinary expenses” data is calculated by deducting (1) Commissions paid, (2) Bonuses (including allowance for bonuses), and (3) Amortization of goodwill 16
from total operating and general administrative expenses. Annualized ordinary expenses shown herein by multiplying the nine-month data by 4/3.

. The “Number of personnel (period-end)” data does not include non-executive directors.

4. Regarding the calculation of Average AUM, figures assume PMA AUM has been included in total AUM since April 2006.
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Appendix

:



The data of this page does not include Korean subsidiary (Cosmo Investment Management
Co., Ltd.) and Hong Kong subsidiary (PMA Capital Management Limited).

SAM AUM: A Closer Look

© 2007 SPARX Group Co., Ltd.

(Unit: 100 Mil. Yen) 2005 2005 2006 2006 [ 2006 \
Domestic Investment Trust September December March September December ————
Management Business
EU e ORI e 1t 868 1,119 1,236 1,075 1,066 7.8%
. gjﬁ;}iﬁgf&e}éé coocasesococes: Mo 1623 ......... 1805 ......... 1733 ........ 1592 ............. 1 548 ....... 112% .

Investment Advisor Business

e e 1,193 1,488 1,609 1,674 1,617 11.7%
o ceounts 4,461 5,555 7,010 4,703 5,407 39.3%
s R 3167 ......... 4026 ......... 4325 ........ 4159 ............. : 815 ...... |
] T e o R 1. ,.3.1..7 ........ o
Total 11,440 14,149 16,077 13,304 \13,771 100.0% j
% of AUM with Overseas Clients 59% 59% 63% 56% ( 58% )
Notes:

1. The figures above are truncated. The composition as of December 2006 is rounded to the nearest tenth of a percent.

2. The “SPARX Group’s Offshore Funds” are the funds managed by offshore subsidiaries of SPARX Group Co., Ltd., not including those of Korean subsidiary (Cosmo Investment 18
Management Co., Ltd.) and Hong Kong subsidiary (PMA Capital Management Limited) .

3. The “% of AUM with Overseas Clients” data is rounded and stated as a %. The above figure is calculated based on internal estimates and we do not guarantee its accuracy.

4. The assets under management of Korean subsidiary (Cosmo Investment Management Co., Ltd.) and Hong Kong subsidiary (PMA Capital Management Limited) are not included.



The data of this page does not include Korean subsidiary (Cosmo Investment Management

- Co., Ltd.) and Hong Kong subsidiary (PMA Capital Management Limited). © 2007 SPARX Group Co., Ltd.

SAM Annualized Performance by Strategy Since Inception |

(From Composite Start Date to Dec. 31, 2006)

Value Crea%
Investment

(Annualized)

[ Long-only Active

Strategic (or

Commigel  Wdssnalcws (DS Goiaen s
S — LT T e
Reference Index 2.6% 6.9% 5.9% 2.6% 3.3% 24.9%
Excess Return 13.6% 2.4% 12.9% 3.6% 6.5% 9.3%

- Russell/Nomura TOPIX . . TOPIX
Reference Index TOTA)éISé\ggend Mid-Small Cap dividend included, TOTr:i(lg(lj\ggend TOTr:i(lgé\ggend dividend included
Index USD hedged USD hedged
Start Date May 1997 Jan 2000 August 1997 June 2000 July 1999 February 2003
Volatility of Composite
Y g 23.9% 17.1% 11.8% 6.5% 23.0% 18.5%

Return (Annualized)

1. The figures in the above table are calculated using the composite performance data of major investment strategies and is based on internal data. The “Reference
index” is shown to facilitate comparisons and are not necessarily the “benchmark” indexes requested by clients.

2. The calculation methods used for the above annualized returns are as follows: the modified Dietz method (pre-deduction of management related fees) is applied to
Long-only Active (Commingled funds), Mid & Small Caps, Long — Short (USD, Lev.2) and Strategic Investment; the NAV per share method (management fee
deducted) is applied to the Long-Short (JPY, Lev.1); the internal rate of return (pre-deduction of management fees) is applied to the Value Creation Investment (USD).

The above figures are rounded to the nearest tenth of a percent.

3. “TOPIX dividend included, USD hedged” is calculated as fully hedged using the month-end USD forward rate.

Source: SPARX Group Co., Ltd (Tokyo, Japan), as of 31 Dec. 2006.

19



The data of this page does not include Korean subsidiary (Cosmo Investment Management
= Co., Ltd.) and Hong Kong subsidiary (PMA Capital Management Limited). © 2007 SPARX Group Co., Ltd.

3.

SAM Annualized Performance by Strategy Since Inception |l

Each composite includes portfolios managed by companies of the SPARX group.
Investment strategies of each composite are described below.

Name of Composite Type of investment strategy
Active Long-only (Commingled Investment strategy of active, long-only portfolio management of commingled funds. The universe of this
funds) strategy includes all of the listed equity securities on Japanese exchanges.
Mid & Small caps Investment strategy of investing companies in the medium and small cap stock universe.
‘long-Short (USDLev.2) investment strategy combining long and short positions. Leveraged within twice NAV, andaimsto

achieve stable absolute returns.

Long - Short (JPY, Lev.1) Investment strategy combining long and short positions. Leveraged within NAV, and aims to achieve
stable absolute returns.

Value Creation Investment (USD) Investment strategy focusing on corporate governance.

Investment strategy performance appendix (Annual returns for the past five fiscal years)

FY2001 FY2002 FY2003 FY2004 FY2005

Active Long-only -0.22% -25.58% 78.05% 5.54% 60.69%
(Commingled funds)

. |\/||d&5ma|| .C.a.p.s ................... 437% .......... _1998% e 7025% ........... 1326% .......... 4434%

. .L.O.n.g. Short (USDLevz) ........... 968% ........... _641% e 3792% ............. 2 36% e 2795%

. ::g\r/lgl) Short (JPY ................. 709% ........... _731% e 2776% ............. 2 96% ........... ; 890%

Strategic Investment -9.65% -10.51% 53.23% 3.13% 48.94% 20
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This report is prepared solely for the purpose of providing information in English to shareholders of SPARX Group Co., Ltd. (“SPARX”) and other interested
parties, and is not intended to be a recommendation or solicitation to buy or sell SPARX shares or any other securities. SPARX and its group companies do
not warrant the accuracy, completeness, or appropriateness of any data, information, opinions or other statements contained in this report (which remain
subject to auditing), and are not liable for any damage, loss and/or other results caused by any reliance on or use of any of the said data, information,

opinions or other statements. Further, the content of this report may be altered without any prior notice. SPARX owns the copyright of this report. No part of
this report may be transmitted, reproduced, quoted, cited or otherwise used for any purpose whatsoever without the prior written permission of SPARX.

SPARX Asset Management Co., Ltd., wholly owned subsidiary of SPARX Group Co., Ltd., claims compliance with the Global Investment Performance
Standards (GIPS®). For the purpose of compliance with the Global Investment Performance Standards (GIPS®), the firm has been defined as SPARX,
comprising SPARX Asset Management Co., Ltd., SPARX Overseas Ltd., SPARX Investment & Research, USA, Inc. and SPARX International (Hong Kong)
Limited. SPARX Asset Management Co., Ltd. is licensed as a discretionary investment advisor with the Japanese Financial Services Agency.

SPARX Group Co., Ltd.

Gate City Ohsaki East Tower 16F
1-11-2 Ohsaki, Shinagawa-ku, Tokyo 141-0032, Japan

Tel: +81-(0)3-5437-9700
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