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E—
Executive Summary

> Recurring profit totaled JPY -5.7 billion (Corresponding period in 2007; JPY 18.8
billion)
Net profit totaled JPY -11.5 billion (Corresponding period in 2007; JPY 1.1 billion)
Asset under management (AUM) as of the end of September 2008
— SPARX group: JPY 1,057.8 billion
« SPARX Asset Management Co. Ltd. (“SAM,” JPY 564.3 billion)

« Cosmo Investment Management Co., Ltd. (“Cosmo,” JPY 252.4 billion)

 PMA Capital Management Limited (“PMA,” JPY 241.0 billion)
> Management fees in the period totaled JPY 6.09 billion (27.7% decrease, year-on-
year comparison)

— Net management fee rate in the period totaled 0.84%(0.01 percentage point
increase, year-on-year comparison).

> Performance fees in the period totaled JPY 1.20 billion (73.0% decrease, year-on-
year comparison).

— Percentage of AUM eligible to earn a performance fee was 64.8% (0.4 percentage
point decrease).
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E—
Selected Financial Highlights

FY2007 [ FY2008 \

Six months Twel th Six months
welve montns
ended Sep.30 ended Mar. 31 ended Sep. 30 YoY change
Average AUM (100 Mil. Yen) 17,684 16,197 12,368 -30.1%
Operating revenue (Mil. Yen) 12,973 30,552 6,702 -48.3%
Operating and general (Mil. Yen) 11,424 22,933 7,743 -32.2%
administrative expenses
Operating profit (Mil. Yen) 1,549 7,619 -1,040 -
Recurring profit (Mil. Yen) 1,881 8,157 -573 -
Net profit (Mil. Yen) 113 3,213 -1,152 -
Number of personnel 303 312 338 +11.6%
(period-end) 070
TOPIX (period-end) 1,616.62 1,212.96 \1,087.41 —32.7&

Notes:

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

2. Number of personnel (period-end) shows the figure that does not include the number of “not full-time personnel” with adjustment of double-counting. 4

3. The figure of personnel, excluding board members, is 297 as of the end of September 2008.
4. AUM figures cited above include Korean subsidiary (Cosmo Investment Management Co., Ltd.) and Hong Kong subsidiary (PMA Capital Management Limited).
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E—
Balance Sheet Summary

Sep. 30, 2007 7 Sep. 50, 2008 )
(Mil. Yen) (Mil. Yen) YoY Change
Current Assets 30,737 25,907 -15.7%
Cash and Cash Equivalents 11,431 14,325 +25.3%
Operational investment securities 10,446 5,463 —47.7%
Fixed Assets 51,956 35,716 -31.3%
Goodwill 23,703 20,544 -13.3%
Investment securities 26,211 13,225 -49.5%
...................... TotaIAsset582694 R T i RSt
Short-term borrowings 4300 ( 107 -97.5% '\
Long-term debt due within one year - 2,000 -
Corporate bond 5,000
Long-term borrowings 12,000
............. TotaILlab|I|t|e328952
Common stock, Additional Paid in Capital 25,604
Retained Earnings 18,875
Common Stock in Treasury at Cost -2,602 -4 438 =
Minority Interests 3,635 2,498 -31.3%

"“" Total Shareholders’ Equity 53,741 \ 42,220 —21.4% J
5
Note: The figures above, excluding “YoY change”, are truncated. “YoY change” is rounded to the nearest tenth of a percent.




Flow of Funds [Mar 2008~ Sep 2008]
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<AUM by Company> (Units: 100 million JPY)
Business entity Mar. 31, 2008 | Subscription | Redemption Net Appreciation etc. | Sep. 30, 2008
SPARX Asset Management Co., Ltd. 7,159 357 -1,251 -894 -621 5,643
Cosmo Investment Management Co., Ltd. 2,928 1,338 -1,106 232 -636 2,524
PMA Capital Management Limited 2,561 104 -284 -180 29 2,410
SPARX Group (Total) 12,649 1,800 -2,642 -842 -1,228 10,578

<AUM by Investment Strategy> _ N

(Units: 100 million JPY)
SPARX Asset Management Co., Ltd. Mar. 31, 2008 | Subscription | Redemption Net Appreciation etc. | Sep. 30, 2008
Long-short strategy 1,310 123 -194 -70 -1 1,228
Value creation investment strategy 744 0 -460 -460 -34 250
Strategic (or "Focused") investment strategy 525 21 -47 -25 -79 421
Multi-manager alternative investment strategies 701 38 -168 -129 3 575
All Cap strategy 2,431 30 -264 -233 -322 1,874
Mid & small cap strategy 1,345 142 -117 25 -160 1,209
Private equity investments 53 0 0 0 -6 46
Others 47 0 0 0 -9 37
Total 7,159 357 -1,251 -894 -621 5,643

Notes:

1. The figures above are truncated. “Redemption” figure includes mandate terminations.
2. “Appreciation, etc.” contains any gains and losses from the exchange rate differential between Mar. 31, 2008 and Sep. 30, 2008.
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Flow of Funds [Mar 2008~ Sep 2008]
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(Units: 100 million JPY)

Cosmo Investment Management Co., Ltd. Mar. 31, 2008 | Subscription | Redemption Net Appreciation etc. | Sep. 30, 2008
Korean index-relative strategy 1,505 1,309 -1,019 289 -382 1,413
Korean active strategy 742 17 -25 -7 -210 524
Korean long-short strategy 409 12 -61 -48 23 384
Korean strategic investment strategy 142 0 0 0 -39 102
Others 128 0 0 0 -28 100
Total 2,928 1,338 -1,106 232 -636 2,524

(Units: 100 million JPY)
PMA Capital Management Limited Mar. 31, 2008 | Subscription | Redemption Net Appreciation etc. | Sep. 30, 2008
Asian equity strategy 1,417 1" -112 -100 -236 1,079
Asian/Europe credit strategy 988 83 -143 -59 131 1,059
Asian macro strategy 155 8 -28 -20 135 270
Total 2,561 104 -284 -180 29 2,410
Notes:

1. The figures above are truncated. “Redemption” figure includes mandate terminations.
2. “Appreciation etc.” contains gain and loss from exchange rate differential between Mar. 31, 2008 and Sep. 30, 2008.
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Historical Assets Under Management — Asia & Japan
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Breakdown of Consolidated Operating Revenue and Percentage
of AUM Eligible to Earn Performance Fees

FY2007 FY2008
Breakdown of Consolidated 2Q Full Year 2Q
Operating Revenue SPARXGr. SPARXGr. SPARXGr.
YoY change (%)
Total Total Total

Management fees (Million in JPY) 8,432 15,745 6,096 -27.7%
Net management fee rate (%) 0.83% 0.83% 0.84% +0.01

Performance fees (Million in JPY) 4,466 12,897 1,204 -73.0%
Appraisal losses and gains on investment securities i i 647 i

(Million in JPY)
Other operating revenue (Million in JPY) 74 1,909 a7 -36.2%
Total operating revenue (Million in JPY) 12,973 30,552 6,702 -48.3%
FY2007 FY2008
Percentage of AUM eligible 2Q Full Year 2Q
to earn performance fees SPARXGr. SPARX Gr. SPARXGr.
YoY change (%)
Total Total Total

100 Million JPY 3,607 2,718 -49.7%
SPARX Asset Management Co., Ltd. ( i ) 5,402 >
(%) 50.4% 50.4% 48.2% -2.2

100 Million JPY 3,338 2,553 2,190 -34.4%
Cosmo Investment Management Co., Ltd. ( i ) 0
(%) 85.4% 87.2% 86.8% +1.4

illi - 0,
PMA Capital Management Limited (100 Million JPY) 2,317 1,922 1,948 15.9%
(%) 100.0% 75.1% 80.9% -19.1
Total (200 Million JPY) 11,058 8,082 6,857 -38.0%
(%) 65.2% 63.9% 64.8% -0.4

Note:

1. 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.
2. Net management fee rate = (management fee - related commissions and charges)- average AUM

SPARX
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Distribution of Base Date Calculation of Performance

Fees (by Quarter)
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Notes:

% of AUM eligible to earn performance fees (as of Sep. 30, 2008)

Apr.-Jun.

Jul.-Sep.

Oct.-Dec.

Jan.-Mar.

Others

1. All funds managed by SPARX Group (investment trusts and discretionary investment accounts) as of Sep. 30, 2008, are classified by the performance fee value
date in the above graph. In calculating these percentages, the following adjustments are made: (1) For funds with multiple payment periods, the divided values of

SPARX

the funds are added for each value date (month) (2) Funds without performance fees are excluded from the total AUM. (3) “Private equity investments” are

classified as “Others” because these performance fees will be received at termination. The above data are rounded to the nearest tenth of a percent.
2. The figures are preliminary based on internal information and materials, and we do not guarantee their accuracy.

10
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E—
Consolidated Expenses

(Unit: million JPY) FY2007 ( FY2008 \

Expense Six month / Twelve months \ Six months

Category ended Sep. 30 ended Mar. 31 ended Sep. 30 YoY change
Commissions paid Operating 1,637 3,558 890 -45.6%
Entrusted fund administrative fees Operating 115 247 94 -17.8%
Other operating expenses Operating 174 422 210 +20.2%
personnel expenises aciministative 5,818 11,059 3,005 -48.4%

(Including temporary staff, etc.)

----------------------------------------------------------------------------------

Travel expenses General 358 692 358 +0.1%

administrative

----------------------------------------------------------------------------------

Property rent e e 365 821 473 +29.5%
Entrusted business expenses goonera 663 1,421 533 -19.6%
: DepreCIatlon .O .n. ﬂxed .a S Sets ............ adn?l?]?;:::we ............... 196 ............. 372 ................ 157 ........... _.7. 1% e
Amortization of goodwiill e 1,430 2,772 1,386 -3.1% |
: .O.t.h.ér.gle.r;e;rg | ad m i.n Istratlve expenses . adrﬁi?g:::we ............... 690 ........... .1.’ 564 ................ 633 ........... _.8. 4% e
Total (Operating & general administrative) expenses 11,424 |\ 22,933 7,743 -32.2‘Vj

Notes:

1. The figures above, excluding “YoY change”, are truncated. “YoY change” is rounded to the nearest tenth of a percent.
2. The “Personnel Expenses” data includes payments for temporary staff, etc. 11
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E—
Consolidated “Base Earnings”

“Base earnings” indicates the estimated level of ordinary profit which is derived solely from net management fee
revenue (after deduction of commissions paid) and without any performance fee revenue.

FY2007 4 FY2008 N\

Six months ended Sep. 30
Twelve months ended Mar. 31

(Annualized)

Average AUM (100 Mil. Yen) 16,197 12,368

Net management fee rate
(After the deduction of commissions paid) ) 0.83 0.84

Annualized net management fee

revenue (Mil. Yen) 13,414 10,339

(After the deduction of commissions paid)

Annualized ordinary expenses (Mil. Yen) 10,197 9,665
Annualized “Base earnings” (Mil. Yen) 3,216 o073
Number of personnel 312 338
(Full-Time : period-end) K
Notes:
1. 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.
2. The “Annualized ordinary expenses” data is calculated by deducting (1) Commissions paid, (2) Bonuses (including allowance for bonuses), and (3) Amortization of
goodwill from total operating and general administrative expenses. 12
3. The “Number of personnel (Full-Time : period-end)” data shows the figure that does not include the number of “not full-time personnel” with adjustment of double-

counting.
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Update on Corporate Streamlining Initiative

:
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I
Financial impact of corporate streamlining initiative

SPARX continues to streamline the framework for surviving the significant changes in the market

(Units: 100 million JPY) Cost reduction of
1 O 2 SPARX Tokyo (Note 2)

100 -
-10
i Major overhaul of
overseas subsidiaries
(Note 3)
90 *
, -11
80 | Other
-3 78
70 -
~ ——
0
FY2007 (Note1) FY2009 (e)
SPARX

(Note 1) The number equals to the total operating & general administrative expenses that excludes the commission paid to distributor and bonus
(Note 2) Reduction and reexamination of board members’ compensation and employees’ salary, voluntary retirement solicitation and entrusted business expenses 14

(Note 2) These efforts center on SPARX’s Japanese equity operations and therefore exclude our Hong Kong and Soul-based subsidiaries, PMA Capital Management Limited
and Cosmo Investment Management Co., Ltd.



SPARX group growth strategy

SPARX will monitor and evaluate each entities as an independent entities.

SPARX Group Co., Ltd.

ilEnhancing monitoring systems
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AN PATHAN !
l«— | SAM —> 1,4 | SEC | !
VANV AT Y.

No. 1 Japanese
equity investment
specialist in the

—__World

Provider of best
solutions

Develop the
retained
earnings of
investment

! AT LATAN AT 2
I I | (I
|« | SIHK —»::4— SIR —»::4— PMA | = 1| <« [Cosmo| =1
I I I ! P
¥ il ¥ il ¥ 4 ¥ Il )
Specialized in Mutual fund No.1 hedge fund  Grow further with
“Funds of Funds” business in the company in Asia the alliance with
business USA Lotte
/
V

Targeting for the optimal situation for each entities and seeking for its
synergies as a group

M&A and
intrapreneurship
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SPARX group corporate strategy (Selection and Focus)

Simultaneously, proceeding the selection and focus of business domain by examining its

performance

Examine in viewpoints of business
management

>

Business A

/7 Business B

/
Management »~ ,
/7 Business C

/

/
Business D

Business E

Business G

Business H

v

Examine the not-good performing business
with eyeing the possibility of closure

Business A
Y e p— !
// Business B |:> Closure
Management / _
/ Business C
/7
/
Business D
Business E |:> Closure
““““ ' Business G
Business H
H New business
I |
Discuss the closure as
well as new business 16
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Corporate streamlining initiative: SAM’s new

management (Investment and Research)
SPARX set up clear demarcation between management and investment & research

Investment & Research
Management

A

CEO §§ ClO

( . Global |
Long Short} [ All Cap ] [Large Cap] [Mld Small} { Quants ] [VMI/PE ] [ Market |

Research Platform

Macro View

Risk Monitoring

SPARX’s investment philosophy, investment hypothesis that foresee the trend, product development
that is realized by investment hypothesis

\/ 17
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Case Study: Performance improvement initiative (Long-short fund) — example 1

SPARX achieves the significant performance that exceeds the market benchmark, by creating new portfolio

management - example _
Started the new portfolio

management === 0~ T T T T T T T T T T T T o oo o oo T oo oo >
A — 4
Point
130 -~ \ : ( g %,077
i - Keep loss control and adjustment to net exposures
120 + i - Avoid liquidity risk by lowering weights of small-cap stocks 4 1,947
|
‘ - 41,817
110 | | - Focus on cluster weight - Purchase ‘disaster’ puts
| management
| 4 1,687
100 + =4 !
! 4 1,557
- P;rib.as shock and |
90 L SuD-prime Crisis |
- llliquid small-cap positions | 4 1,427
Influenced performance |
80 | : 4 1,297
|
Performance |
70 L | 1 1,167
Jan ‘07 - Oct ‘07 - | ‘
Sep ‘07 Oct ‘08 | 4+ 1,037
60 | :
Fund* -11.42 % -7.80%** e Fund* (lhs) 1 907
TOPIX(Ihs/rhs)
50 L TOPIX -3.83% -46.36 % ‘
| 777
|
40 I ! ; | | | 647
— < N~ o — < N~ o
Q Q Q o Q = = o
N~ N~ N~ N~ (o] [ee] [ee] (e}
1 o o o o o o o o

Source: Bloomberg, SPARX Asset Management Co., Ltd. (Tokyo, Japan) as of October 31, 2008
Note: The chart reflects gross of fees based on the internal estimate calculation with 100 on September 30, 2007.
Past performance is not indicative of future results. TOPIX is used for reference purposes only and does not parallel the risk or investment style of the Fund. 18
*: Fund refers to a representative fund of SPARX Long-Short Strategy
**:Performance figures are based on our internal estimate.
The above example shall not in any means imply that all long-short funds have performed the same level of performance.
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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). © 2008 SPARX Group Co., Ltd.

SAM Annualized Performance by Strategy Since Inception (1)

(Annualized) (From Composite Start Date to Sep. 30, 2008)

[ Long-only Active ) Strategic (or Value Crea%
(Commingled Mid & Small Caps (bggg —Lg\r;c;r)t Long - Short “Focused”) Investment
funds) * ’ (JPY. Lev.1) investment (USD)
Composites 8.8% 1.9% 14.1% 2.8% 4.6% 6.8%
Reference Index -1.4% 1.0% 2.1% -2.8% -1.7% 13.9%
Excess Return 10.2% 0.9% 12.0% 5.7% 6.3% -7 1%j
. Russell/Nomura TOPIX . . TOPIX
Reference Index TOIiDr:)éI:é\ggend Mid-Small Cap dividend included, TOl:i)rll)c(IL? é\ggend TOF;AES é\ggend dividend included
Index USD hedged USD hedged
Start Date May 1997 Jan 2000 August 1997 June 2000 July 1999 Feb. 2003
Volatility of i
Oy Or SO 23.6% 17.1% 11.7% 6.6% 21.3% 21.3%

Return (Annualized)

Notes:
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 representative of 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. 20
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 30 Sep. 2008.



The data of this page does not include Korean subsidiary (Cosmo Investment Management
— Co., Ltd.) and Hong Kong subsidiary (PMA Capital Management Limited). © 2008 SPARX Group Co., Ltd.

SAM Annualized Performance by Strategy Since Inception (2)

1. Each composite includes portfolios managed by companies of the SPARX group, excluding Cosmo and PMA.
2. 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 (USDlev2) Investment strategy combining long and short positions. Leveraged within twice NAV, and aimsto

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.
3. Investment strategy performance appendix (annual returns for the past five fiscal years)
FY2003 FY2004 FY2005 EFY2006 EY2007
Active Long-only 78.05% 5.54% 60.69% -14.57% -28.93%
(Commingled funds)
. M|d &Sma“ Caps ................... 7 02 5 .% ............ 1 326 % .......... 4434% .......... _118 6% ........ _2895% .
. Long Short (USDLevz) ........... 3 792% ............. 236% .......... 2795% ........... _3 74% ........ _1443% .
. Long _Short (JPYLevl) ............ 2 776% ............. 296% .......... 1868% ........... _7 50% ........ _1131% .
. Strateg|c |nvestment ................ 5 323% ............. 3 13% .......... 4894% .......... _1871% ........ _1014% .

21
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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. Past results are not indicative of
future performance. This report contains forward-looking statements that reflect SPARX’s plans and expectations. These forward-looking statements are not guarantees of
future performance and involve known and unknown risks, uncertainties and other factors that may cause SPARX'’s actual results, performance, achievements or financial
position to be materially different from any future results, performance, achievements or financial position expressed or implied by these forward-looking statements. A
discussion of these factors which may affect SPARX’s actual results, performance, achievements or financial position is contained in SPARX'’s annual securities report,
which is on file with the Kanto Finance Bureau of the Japanese MOF. 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., has prepared and presented the relevant part of this report in 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 registered with Japanese authority to
conduct the investment management business, the investment advisory and agency business and the second financial instruments business.

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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