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Overview

Russell Reconstitution 2010 — More “Normal” Returns
Despite Significant Changes

* Modest returns on effective date of rebalance — several categories going
the “wrong way” until late in the trading day — concentration of activity
towards the close due to early reversal concerns and large cap liquidity

¢ Russell 2000 adds outperform Russell 2000 deletes by 2.3% on trade
date — vs. nearly 22% spread last year

e | arge cap skew due to rule changes — Russell 1000 Adds outperform
Deletes and Russell 1000 index by over 2% - (vs. approximately 5% last
year) BRK.B and ACN biggest contributors

* Some speculative activity and/or a healthier swap market may have
helped mute effective date returns — more reminiscent of behavior
exhibited during the mid-2000's

* Textbook behavior of all categories during both the week before and the
week after the effective date of the event

Strategy Relative Performance On Effective Day

Day Net
Strategy Performance Performance
Russell 1000 Adds 2.43% 1.99%
Russell 1000 Deletes 0.44% )
Russell 2000 Adds 1.83% 2329
Russell 2000 Deletes 0.49% )
Russell 1000 To Russell 2000 2.70% 2 48%
Russell 2000 To Russell 1000 0.22% )
Russell 1000 Funding Buys 1.31% 1.14%
Russell 1000 Funding Sells 0.17% )
Russell 2000 Funding Buys 2.85% 0.86%
Russell 2000 Funding Sells 1.99% )
Russell 1000 Index 0.29%
Russell 2000 Index 1.89%
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Contents & Observations

Effective Date, Pre- and Post-Event Comparative Graphs:

= Russell 1000 Adds/Deletes

e Turnover for the Russell 1000 Adds and Deletes was especially large due to the rule
changes for 2010. The lifting of the exclusion for Berkshire Hathaway and the Country
Rule changes led to 21 Adds to the Russell 1000 (vs 2 in 2009). There was strong
outperformance of the Adds over the Deletes in the period leading up to the rebalance
and that became more modest on the effective date.

= Russell 2000 Adds/Deletes

e The Russell 2000 Adds and Deletes exhibited textbook behavior prior to effective date
and in the period following. There was strong performance of Adds over Deletes in the
week leading up to June 25th and a decisive reversal in the following week.

= Russell Migrations — Stocks Moving Between Russell 1000 and Russell 2000

= The migrations between the Russell 1000 and Russell 2000 continued to exhibit
tremendous volatility in the period leading up to the effective date. We did see classic
behavior however in the week leading into the effective date and a strong reversal in
the week after the effective date.

= Russell 1000 Funding — Stocks Remaining in Russell 1000

e The Russell 1000 Funding trades involve large, liquid stocks whose reconstitution
activity is heavily concentrated around the close on the effective date of the event,
causing a small out-performance spread between the purchases and the sales. The
S&P Quarterly rebalance occurring the week before helps to keep this segment of the
rebalance close to the effective date. This trade was significantly larger than usual due
to the rule changes that were incorporated for 2010.

= Russell 2000 Funding — Stocks Remaining in Russell 2000

e There is some evidence of pre-trading for the Russell 2000 Funding trades, especially
after their preliminary list was released. We again see classic behavior in the week
leading into the effective date and a nice reversal in the week after the effective date.

= Effective Day Closing Print & Full Day Performance

e The Russell 1000 Adds, Russell 2000 Deletes, and the Russell 1000 Funding Sells’
closing action made notable contributions to the full day returns. All of the trading
strategies had performance numbers exhibited classic behavior by the end of the day,

strong end of day efforts solidified the outperformance of the Add vs Delete and Buy
vs Sell strategies.
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Russell 1000 Adds/Deletes

Russell Reconstitution 2010 Effective Date

On the day of the rebalance, the

------- Russ 1000 Adds —— Russ 1000 Deletes —--— Russ 1000 Russell 1000 Adds outperformed

103 the Russell 1000 Deletes by
+1.99%. Russell 1000 Adds
102.5 were up +2.43% on the day and
. ; the Russell 1000 Deletes were
h up +0.44% on the day. The
102 ; Adds rose about +1.5% in the
o last 15 minutes of trading. In
101.5 - L breaking down the +2.43%
/\/ \ L return for the Russell 100 Adds
101 = for the day, +1.56% came from
S TN W\ BRK.B and +0.54% came from
100.5 R T ACN, combining for about 86%
A ' S for the days' return. BRK.B was
100 n S up +3.85% and ACN was up
+7.99% for the day.
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Russell Reconstitution 2010
Period
------- Russ 1000 Adds —— Russ 1000 Deletes —-— Russ 1000 In June, leading up to the
rebalance, the Russell 1000
111 +—[— Adds outperformed the Russell
109 e Pgst-Event 1000 Deletes by +7.50%.
107 - . T -
105 o Post-Event
103 ) T During the week following the
/\ ST T - rebalance, the spread reversed
it 77y ER=— — \ with the Russell 1000 Adds
99 \\f, W T R underperforming the Russell
N 7 3 'T\ 1000 Deletes by -1.94%. On
o7 e V the day immediately following
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Russell 2000 Adds/Deletes

Russell Reconstitution 2010

Russ 2000 Adds —— Russ 2000 Deletes —--— Russ 2000
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Russell Reconstitution 2010

Russ 2000 Adds —— Russ 2000 Deletes —--— Russ 2000

‘—
Period

—>
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Effective Date

On the day of the rebalance, the
Russell 2000 Adds outperformed the
Russell 2000 Deletes by +2.32%.
Russell 2000 Adds were up +1.83%
on the day and the Russell 2000
Deletes were down -0.49%. The
Deletes outperformed the Adds for
most of the day, in the early
afternoon by over 4 percent. By 3:45
PM EST that trend reversed itself
and grew stronger into the close.
Between 3:55 PM EST and 4:00 PM
EST the Adds rose +1.33% and the
Deletes fell -1.82%.

Period

In June, leading up to the rebalance,
the Russell 2000 Adds outperformed
the Russell 2000 Deletes by +7.23%.
This movement seemed to coincide
with the release of the preliminary list.

Post-Event

During the week following the
rebalance, the trade reversed, with
the Russell 2000 Adds
underperforming the Russell 2000
Deletes by -5.82%, returning more
than three-fourths of the out
performance garnered during the
period leading up to the
reconstitution. On the day
immediately following the rebalance,
the spread reversed -1.52% which is
25% of the reversal for the week.



—
7116

INVESTMENT
TECHNOLOGY
GROUP

Russell Reconstitution 2010 (Final Review)

Russell Migrations — Stocks Moving Between Russell 1000 and Russell 2000

Russell Reconstitution 2010

------- Russ 1000 To 2000 —— Russ 2000 To 1000 —--— Russ 1000 — — Russ 2000
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Russell Reconstitution 2010

Russ 1000 To 2000 —— Russ 2000 To 1000 - - -~ Russ 1000 —-— Russ 2000
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Effective Date

On the day of the rebalance, the
migrations from the Russell 1000
To 2000 outperformed the
migrations from the Russell 2000
To 1000 by +2.48%. The
migrations from the Russell 1000 to
2000 were up +2.70% on the day
and the migrations from the Russell
2000 to 1000 were up 0.22% on
the day.

In the last half hour of trading, the
migrations from the Russell 1000
To 2000 outperformed the
migrations from the Russell 2000
To 1000 by over 2 percent.

Period

In June, leading up to the
rebalance, the migrations from
the Russell 1000 to 2000
underperformed the migrations
from the Russell 2000 to 1000 by
-1.16%. Underperforming by as
much as -7.66% during the
period. During the final week
leading into the reconstitution,
this trend strongly reversed with
the migrations from the Russell
1000 to 2000 outperforming the
migrations from the Russell 2000
to 1000 by +6.49%.

Post-Event

During the week following the
rebalance the migrations from the
Russell 1000 to 2000 continued
to underperform the migrations
from the Russell 2000 to 1000 by
-4.71%, erasing almost 73% of
the prior week's gains. On the
day immediately following the
rebalance the spread fell -0.94%.
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Russell 1000 Funding - Stocks Remaining in Russell 1000

Russell Reconstitution 2010
Effective Date

------- Russ 1000 Funding Buys —— Russ 1000 Funding Sells —--— Russ 1000 On the day of the rebalance,

102 the Russell 1000 Funding Buys
outperformed the Russell 1000
Funding Sells by +1.14%. The
101.5 Russell 1000 Funding Buys

o P were up +1.31% on the day and
the Russell 1000 Funding Sells

101 were up +.17% on the day.
S N Tbere was slow and steady
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100.5 over the Sells all throughout the
day.
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Russell 2000 Funding - Stocks Remaining in Russell 2000

Russell Reconstitution 2010

—————— Russ 2000 Funding Buys —— Russ 2000 Funding Sells —--— Russ 2000
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Effective Date

On the day of the rebalance, the
Russell 2000 Funding Buys
outperformed the Russell 2000
Funding Sells by +0.86%. The
Russell 2000 Funding Buys were
up +2.85% on the day and the
Russell 2000 Funding Sells were
up +1.99% on the day. In the
last half hour of trading the
Russell 2000 Funding Buys rose
+1.18% and Russell 2000

Funding Sells rose by +.36%.

Period

In June, leading up to the
rebalance, the Russell 2000
Funding Buys outperformed the
Russell 2000 Funding Sells by
+3.71%. Almost all of that out
performance (+3.45%) occurred
between the announcement of the
preliminary list on June 11th and

the rebalance, June 25th.

Post-Event

During the week following the
rebalance, the trade reversed with
the Russell 2000 Funding Buys
underperforming the Russell 2000
Funding Sells by -1.31% On the
day immediately following the
rebalance, the spread reversed
-0.46% which is 35% of the
reversal for the week.
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Effective Day Closing Print & Full Day Performance

Russell Reconstitution 2010
(4:00 to Close) vs Full Day Performance
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Observation

The Russell 1000 Adds, Russell 2000 Deletes and the Russell
1000 Funding Sells’ closing action made notable contributions
to the full day returns.
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Movement and Turnover

Movement of Stocks
Russell Russell
Add to Add to 1000 to 2000to Leaving Leaving
Current  Russell Russell Russell Russell Russell Russell
Index 1000 2000 2000 1000 1000 2000 Expected

Russell 20000 1,982 237 18 (26) (201) 2,010

Market Capitalization Breakpoinis
Breakpoint 2010 Cutoff

$4,366,825,870

3000 $111,666,240

Passive Turnover by Index*
Percent
Turnover One Sided Turnover
Russell 1000 3.98% $6,719,926,545

Russell 1000 Value 23.19% $13,808,458,650

Russell 2000 Growth 27.56% $2,423,456,525

Russell 2500 8.25% $310,629,697

Russell Midcap Growth 25.26% $1,219,829,198

Russell Top 200 4.41% $535,766,937

Russell Top 200 Value 25.01% $125,495,534

Total Net Turnover 4.39% $23,756,797,709

* The tatal turnover is reduced by the crossing of trades between indexes.
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Sector Changes

Sector Changes Between Current and New Indexes
aWeight Change For Russell 1000
EWeight Change For Russell 2000
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Sector Changes Between Current and New Indexes
Weight Weight

Change For Change For
GICS Sector Russell 1000 Russell 2000
Consumer Discretiona 0.03% 0.36%

0.57%

Energ 0.27%

0.04% 0.24%

Health Care

Information Technolog 0.24% 0.10%

0.08% 0.15%

Telecom Services
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Passive Index Flow

Passive Index Trading Flow
Add to Russell Add to Russell Russell 1000 to Russell 2000 to  Remaining in ~ Remaining in Leaving Leaving

1000 2000 Russell 2000 Russell 1000 Russell 1000 Russell 2000  Russell 1000  Russell 2000
Russell 1000 $5,047,142,609 $946,366,410
Russell 1000 Value $2,308,725,192 $190,738,479
Russell 2000 Growth $519,295,032 $50,672,200  ($779,729,825 $418,443,115
Russell 2500 $32,136.,697 $80,636,266 $1,166,056 4,672,618 $147,094,378 $63,433,594

Russell Midcap Growth $152 479,437 $0 $8,209,481 $139,180,217 $250,588,562 $0 $0

Russell Tni 200 $386,616,752 $0 $0 $0 |$385,615,752I $0 $0 $0
Russell Toi 200 Value $23,833,142 $0 $0 $0 I523,833,142I $0 $0 $0

$14,074,364,346  $4,013,492,665  $437,531,367 ($2,218,496,112) ($15,456,071,446) $1,270,409,155 ($493,694,552) ($1,627,535424)

Passive Index Trading Flow By Sector
Add to Russell Add to Russell Russell 1000 to Russell 2000 to Remainingin  Remainingin  Leaving Leaving Russell
GICS Sector 1000 2000 Russell 2000  Russell 1000  Russell 1000  Russell 2000  Russell 1000 2000 Sector Total

Consumer Staples $115,759,742  $17,649,232 §64,514,197 $1,927,821,847

Financials $7,032,599,590  $479,941,639  §113,318,951 $397,071,724 $5,476,680,091
Industrials $1,873,130,117  $208,604,758  $80,181,503 §57,436,749 $499,296,348

Materials $75,186,927 485,009,838 §68,802,576 $214,177,068

Utilities §6,006,055  $16,870,426 (§369.811.962)  (47.575.766) ($13.913,554)  (§368,424,802)
§14,0714,364,346 $4,013492,665 $437531367 (12.218,496,112) ($15,456,071,446) $1,270409,155 (3493,694,552) (1,627,535 424)

Name Movement By Sector
Add to Russell Add to Russell Russell 1000 to Russell 2000 to Remainingin  Remaining in Leaving Leaving Russell
GICS Sector 1000 2000 Russell 2000  Russell 1000 Russell 1000 Russell 2000  Russell 1000 2000
Consumer Staples 7 1 56 62 1
Financials 33 4 389 54

Industrials .l 276 22

Materials 13 67 9

Utilities 1 35 2
24 237 18 26 936 1,795 4 201
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Largest Names by Share Quantity
Largest Names to Buy By Share Quantity

Market Value 63 Day Median
Sector Shares To Trade To trade Move Volume
Financials 70,385,952 $5,764,609,482 New to Russ 1000 4,843,996
Eneri 34,336,644  $500,628,264 New to Russ 1000 16,085,320 2.13
Industrials 21,901,874  $812,778,553 New to Russ 1000 5,692,148 3.85
Health Care 20,396,450  $855,631,063 New to Russ 1000 3,426,290 5.95
Eneri 18,106,503 $19,373,959 New to Russ 2000 1,912,744 947
Consumer Discretiona 15,870,505 $594 826,537 New to Russ 1000 443,819 35.76
Financials 14,520,996  $772,516,964 New to Russ 1000 2,165,495 6.71

Information Technolog 12,330,401 $38,100,939 New to Russ 2000 1,378,819 .94

Materials 11,876,692  $122,923,758 New to Russ 2000 1,804,238 6.58

KOG Energy 10,021,213 $36,577.,426 New to Russ 2000 1,697,520 3.90

Largest Names to Sell By Share Quantity
Market Value 63 Day Median Days To

Ticker Sector Shares To Trade To trade Mowve Volume Trade

CTIC  Health Care (57,264,681 $21,187,932 Russ 2000 to Delete 7,746,803 7.39

Bal Energ 20,060,445 $12,036,267 Russ 2000 to Delete 1,700,706 11.80

WFC  Financials 18,777,107) ($507,920,752 Russ 1000 to Russ 1000 40,886,460 0.46

GTE Energ 17,488,632 $89,891.571 Russ 2000 to Delete 1,299,704 13.46

F Consumer Discretiona 12,971,398 $139,442,533 Russ 1000 to Russ 1000 100,160,000 0.13

Consumer Discretiona 12,450,362 $402,769,210 Russ 1000 to Delete 757,288

Energ 11,336,497 $1,144,986 Russ 2000 to Delete 2,126,808

Health Care 10,864,274 $6,706,517 Russ 2000 to Delete 645,431 16.83

Information Technolog 10,021,997 $221,586,347 Russ 1000 to Russ 1000 52,356,970

Telecommunication Services (9,098,249) ($225,545,602) Russ 1000 to Russ 1000 31,364,020 0.29



I I G INVESTMENT

TECHNOLOGY
GROUP

Contact Information

Charles Behette
Charles.Behette@itg.com
+1.212.588.4152

Legal Notices & Disclaimers:

Frank Russell Company is not affiliated with ITG. Russell™ is a trademark of the Frank Russell
Company. The Russell 1000® Index, Russell 2000® Index, and Russell 3000® Index are
trademarks/service marks of the Frank Russell Company.

Data sources: Bloomberg, Russell. The S&P GICS sector classifications are used throughout the
study.

The information contained herein has been taken from trade and statistical services and other sources
we deem reliable but we do not represent that such information is accurate or complete and it should
not be relied upon as such. Any opinion or estimate constitutes the preparer's best judgment as of the
date of preparation, and is subject to change without notice. No guarantee or warranty is made as to
the reasonableness of the assumptions or the accuracy of the models or market data we have used or
the actual results that may be achieved. All information set forth herein is indicative, based on among
other things, market conditions at the time of the publication of this document and is subject to change
without notice. These materials do not provide any form of advice (investment, tax or legal). The
information contained herein is directed for the use by professional and/or institutional investors only,
and is not designed for the general investing public. Investment Technology Group, Inc. is not a
registered investment adviser and does not provide investment advice or recommendations to buy or
sell securities, to hire any investment adviser or to pursue any investment or trading strategy.

This presentation may contain forward-looking statements that reflect management’s expectations for
the future. A variety of important factors could cause results to differ materially from such

statements. These factors are noted throughout ITG’s 2008 Annual Report, on its Form 10-K, and on
its Form 10-Qs and include, but are not limited to, the actions of both current and potential new
competitors, rapid changes in technology, fluctuations in market trading volumes, financial market
volatility, changes in commission pricing, evolving industry regulations, errors or malfunctions in our
systems or technology, cash flows into or redemptions from equity funds, effects of inflation, customer
trading patterns, the success of our products and service offerings, our ability to continue to innovate
and meet the demands of our customers for new or enhanced products, our ability to successfully
integrate companies we have acquired, changes in tax policy or accounting rules, fluctuations in
foreign exchange rates, as well as general economic, business, credit and financial market conditions,
internationally or nationally, and adverse changes or volatility in interest rates.

© 2010 Investment Technology Group, Inc. All rights reserved. Not to be reproduced or electronically
transmitted without permission. Broker-dealer services offered by ITG Inc., Member FINRA, SIPC.
This analysis is intended only for institutional customers, as defined under FINRA rules.




