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Proven 9+ Year Track Record

 The Arbitrage Fund is a mutual fund which pursues a hedged, alternative investment 

strategy delivering the advantages of hedge fund investing without performance fees in a 

regulated, liquid, transparent mutual fund format

 Unique mutual fund pursuing merger arbitrage strategy

 Unleveraged fund utilizing short-selling, options and other hedging techniques

 9+ year track record

Annualized Returns (through the quarter ending June 30, 2010)

One Year Three Year Five Year Since Inception

ARBFX 1.86% 3.77% 4.81% 5.64% *

ARBNX 2.07% 3.96% 5.02% 3.83% **

S&P 500 14.43% -9.80% -0.79% -1.72 % * / 1.91% **

* ARBFX inception: 9/17/00

** ARBNX inception: 10/17/03

The performance quoted represents past performance and does not guarantee future results. Investment return and principal value

of an investment will fluctuate so that an investor’s shares, when redeemed, may be worth more or less than the original cost.

Current performance may be lower or higher than the performance quoted. Performance data current to the most recent month end

may be obtained by calling (800) 295-4485 or visiting our website at www.thearbfund.com. The fund assesses a 2% redemption fee

on shares that are redeemed within 30 days of purchase. Returns shown above include the reinvestment of all dividends and capital

gains. Contractual fee waivers are currently in effect. Without such fee waivers, performance numbers may have been be reduced.

The Total Annual Fund Operating Expenses for ARBFX and ARBNX are 3.21% and 2.96%, respectively. The Advisor has agreed to

waive fees in excess of 1.69% and 1.44% for ARBFX and ARBNX, respectively, until August 31, 2015.
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Merger Arbitrage vs. Historical Equity and Fixed 
Income Returns

Standard and Poor's 500 Index (S&P 500) is a capitalization-weighted index of 500 stocks designed to measure performance of the broad domestic economy. The Barclays Capital
U.S. Aggregate Bond Index covers the U.S. investment grade fixed rate bond market. Source: S&P 500 total return data from Bloomberg. Barclays Capital Index data from Barclays
Capital. Index returns are for illustrative purposes only and do not represent actual fund performance. Index performance returns do not reflect any management fees, transaction
costs, or expenses. Indexes are unmanaged and one cannot invest directly in an index. The HFRI (Hedge Fund Research, Inc.) Merger Arbitrage Index includes funds which employ
an investment process primarily focused on opportunities in equity and equity related instruments of companies which are currently engaged in a corporate transaction. Merger
Arbitrage strategies typically have over 75% of positions in announced transactions over a given market cycle.
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Performance of a $10,000 Investment – January 1, 1990 through June 30, 2010

Barclays Capital U.S. Aggregate Bond Index S&P 500 Index HFRI Merger Arbitrage Index

Barclays Capital U.S. Aggregate Bond Index S&P 500 Index HFRI Merger Arbitrage Index

Annualized Return since 1/1/90 7.10% 7.63% 9.22%

Annualized Standard Deviation since 1/1/90 3.83% 15.10% 4.21%



Merger arbitrage has a similar risk-reward profile to bonds, but utilizes a different slice of the capital

structure (equities), adding diversification and lowering overall portfolio volatility.
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100% Barclays Aggregate Index
10% HFRI Merger Arbitrage / 
90% Barclays Aggregate Index

20% HFRI Merger Arbitrage / 
80% Barclays Aggregate Index

30% HFRI Merger Arbitrage / 
70% Barclays Aggregate Index

40% HFRI Merger Arbitrage / 
60% Barclays Aggregate Index
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Annualized Standard Deviation

Merger Arbitrage as a Fixed Income Alternative

Merger Arbitrage reduced risk and increased returns in fixed income portfolios.

January 1, 1990 – June 30, 2010

Allocations are for illustration only and are not indicative of any recommendation or investment. Past performance is no guarantee of future results. Index
performance returns do not reflect any management fees, transaction costs or expenses. Indices are unmanaged and one cannot invest directly in an
index. Standard deviation is a statistical measure of historical volatility. It measures the extent to which numbers are spread around their average.

Where and How to Position the Strategy

Barclays Capital U.S. Aggregate Bond Index HFRI Merger Arbitrage Index

Annualized Return since 1/1/90 7.10% 9.22%

Annualized Standard Deviation since 1/1/90 3.83% 4.21%
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Arbitrage Fund Performance Since Inception

Performance for ARBFX is used. The performance quoted represents past performance and does not guarantee future results. Investment return and principal value of an
investment will fluctuate so that an investor’s shares, when redeemed, may be worth more or less than the original cost. Current performance may be lower or higher than the
performance quoted. Performance data current to the most recent month end may be obtained by calling (800) 295-4485 or visiting our website at www.thearbfund.com. Returns
shown above include the reinvestment of all dividends and capital gains. Contractual fee waivers are currently in effect. Without such fee waivers, performance numbers may have
been be reduced. The Total Annual Fund Operating Expenses for ARBFX are 3.21%. The Advisor has agreed to waive fees in excess of 1.69% until August 31, 2015.

Standard and Poor's 500 Index (S&P 500) is a capitalization-weighted index of 500 stocks designed to measure performance of the broad domestic economy. The Barclays Capital
U.S. Aggregate Bond Index covers the U.S. investment grade fixed rate bond market. Source: S&P 500 total return data from Bloomberg. Barclays Capital Index data from Barclays
Capital. Index returns are for illustrative purposes only and do not represent actual fund performance. Index performance returns do not reflect any management fees, transaction
costs, or expenses. Indexes are unmanaged and one cannot invest directly in an index.
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Performance of a $10,000 Investment Since Inception (9/17/00)

Barclays Capital U.S. Aggregate Bond Index S&P 500 Index The Arbitrage Fund
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Institutional Quality in a „40 Act Fund

Sources: The Arbitrage Fund; Hedge Fund Research, Inc.; Credit Suisse/Tremont.

Performance for ARBFX is used. The performance quoted represents past performance and does not guarantee future results. Investment return and principal value of an
investment will fluctuate so that an investor’s shares, when redeemed, may be worth more or less than the original cost. Current performance may be lower or higher than the
performance quoted. Performance data current to the most recent month end may be obtained by calling (800) 295-4485 or visiting our website at www.thearbfund.com. Returns
shown above include the reinvestment of all dividends and capital gains. Contractual fee waivers are currently in effect. Without such fee waivers, performance numbers may have
been be reduced. The Total Annual Fund Operating Expenses for ARBFX are 3.21%. The Advisor has agreed to waive fees in excess of 1.69% until August 31, 2015.

The HFRI (Hedge Fund Research, Inc.) Merger Arbitrage Index includes funds which employ an investment process primarily focused on opportunities in equity and equity related
instruments of companies which are currently engaged in a corporate transaction. Merger Arbitrage strategies typically have over 75% of positions in announced transactions over a
given market cycle. The Credit Suisse/Tremont Risk Arbitrage Index is comprised of hedge funds that attempt to capture the difference between the transaction bid and the trading
price in merger or acquisition transactions involving public companies after the terms of the transaction have been announced.
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Performance of a $10,000 Investment Since 9/30/00

CS/Tremont Risk Arbitrage HFRI Merger Arbitrage The Arbitrage Fund



41 Madison Ave Ste 2802 • New York, NY 10010 • Tel (800) 560-8210 • Fax (212) 584-2376 Page 7

Capital Preservation in a Difficult Market

* HFRI data is only available for monthly periods. Fund Weighted Composite Index returns are from 11/1/07 – 2/28/09.

Sources: The Arbitrage Fund; Bloomberg; HFRI.

Performance for ARBFX is used. The performance quoted represents past performance and does not guarantee future results. Investment return and principal value of an
investment will fluctuate so that an investor’s shares, when redeemed, may be worth more or less than the original cost. Current performance may be lower or higher than the
performance quoted. Performance data current to the most recent month end may be obtained by calling (800) 295-4485 or visiting our website at www.thearbfund.com. Returns
shown above include the reinvestment of all dividends and capital gains. Contractual fee waivers are currently in effect. Without such fee waivers, performance numbers may have
been be reduced. The Total Annual Fund Operating Expenses for ARBFX are 3.21%. The Advisor has agreed to waive fees in excess of 1.69% until August 31, 2015.

Standard and Poor's 500 Index (S&P 500) is a capitalization-weighted index of 500 stocks designed to measure performance of the broad domestic economy. The HFRI Fund
Weighted Composite Index is an equal-weighted index of over 2000 constituent hedge funds that invest over a broad range of strategies. Source: S&P 500 total return data from
Bloomberg. HFRI returns from Hedge Fund Research, Inc. Index returns are for illustrative purposes only and do not represent actual fund performance. Index performance returns
do not reflect any management fees, transaction costs, or expenses. Indexes are unmanaged and one cannot invest directly in an index.
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Arbitrage Fund Annual Returns
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Notes: ARBFX returns for 2000 are from inception (9/17/00) – 12/31/00; ARBNX returns for 2003 are from inception (10/17/03) – 12/31/03. Returns for
2010 are year-to-date through 6/30/10.

Source: The Arbitrage Fund

The performance quoted represents past performance and does not guarantee future results. Investment return and principal value of an investment will fluctuate so that an
investor’s shares, when redeemed, may be worth more or less than the original cost. Current performance may be lower or higher than the performance quoted. Performance data
current to the most recent month end may be obtained by calling (800) 295-4485 or visiting our website at www.thearbfund.com. Returns shown above include the reinvestment
of all dividends and capital gains. Contractual fee waivers are currently in effect. Without such fee waivers, performance numbers may have been be reduced. The Total Annual
Fund Operating Expenses for ARBFX are 3.21%. The Advisor has agreed to waive fees in excess of 1.69% until August 31, 2015.



What is Merger Arbitrage?
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 Company A offers $11.50 cash for Company B

 Company B is currently trading at $11.00

$11.50 target price when deal closes

- $11.00 target price today

$0.50 spread

 To calculate the percentage return in this merger arbitrage situation, divide the spread by the target‟s current price.

spread
=

$0.50
= 4.5% return

current price $11.00

 To determine the annualized return on this deal, multiply by a factor equal to the time the deal will take to close. For purposes of this 

example, assume the deal takes six months to complete.

1 year
=

12 months
= 2

time to close 6 months

2  ·  4.5%  =  9% annualized return

Merger arbitrage is a hedged strategy in which a fund invests in a portfolio of stocks involved in merger situations. The fund profits

by earning the difference between the share price at which a target company trades at today and the consideration to be received by

the target's shareholders upon deal closure. That difference, or “spread,” is the primary driver of returns for this investment strategy.

Example of a Merger Arb Situation – Cash Deal:



Example of a Merger Arb Situation – Stock Deal:

 Company A offers 1 share of Company A as the purchase 

price for 1 share of Company B

 Company A is currently trading at $11.50

 Company B is currently trading at $11.00

 To calculate the percentage return in this merger 

arbitrage situation, divide the spread by the target‟s 

current price:

 To determine the annualized return on this deal, multiply 

by a factor equal to the time the deal will take to close. For 

this example, let‟s assume the deal takes six months to 

complete:

 2  ·  4.5%  =  9% annualized return

Actionable steps for the arbitrageur:

 Purchase 1 share of Company B today

 Sell short 1 share of Company A today

Rationale:

 By purchasing Company B at $11.00, we are positioning 

ourselves to receive 1 share of Company A when the deal 

closes.

 By selling short Company A at $11.50, we are locking in 

today‟s price for tomorrow‟s delivery when the deal closes. 

The difference between the price of company A and 

Company B today is the spread we would capture should 

the deal reach a successful conclusion.

 By selling Company A short, we are protecting against a 

future drop in Company A‟s share price while locking in 

tomorrow‟s price of delivery today.

 We are not selling Company A short because we think it 

will go down in value, but rather selling Company A short 

to protect our defined spread against the possibility of 

Company A declining in value. We don‟t want to receive 

delivery of Company A in exchange for Company B when 

the deal closes, only to find, for example, that Company A 

is now trading at $9.00/share.

 This illustrates why merger arbitrage has definable 

projected rates of return and may be described as 

“long/short with a purpose.”
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Example of a Merger Arb Situation

$11.50 acquirer price today

- $11.00 target price today

$0.50 spread

spread

=

$0.50

= 4.5% return
current  price $11.00

1 year

=

12 months

= 2

time to close 6 months
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Building Blocks of a Risk Arb “Spread”

Timing to Close

• Steps in Process
• Approvals Needed

Deal Risk

• Regulatory (SEC, FTC, DOJ, etc.)
• Financing
• Shareholder Votes
• Other Approvals or Consents

Risk-Free Rate

• Short Term Treasuries

Spread =
(Profit Potential)

Risk Premium +  
Risk-Free Rate
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Merger Arbitrage Returns Have Tracked Short-Term Treasury 
Returns and Provided a Natural Hedge vs. Rising Interest Rates
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Three-Month Treasury Bill Yield HFRI Merger Arbitrage Index

Sources: Hedge Fund Research, Inc.; Bloomberg. Past performance does not guarantee future results.
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Historical Annualized Spreads

Source: Barclays Capital Risk Arbitrage Research
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Large LBO Transactions Replaced by Strategic Deals

Sources: Barclays Capital Risk Arbitrage Research, 

Bloomberg

 The Arbitrage Fund‟s portfolio 

reflects the universe of deal flow 

from a market cap perspective. 

The Fund cherry picks from the 

global universe of deals those 

having the best risk-reward 

characteristics.

 The Arbitrage Fund prefers 

strategic transactions over 

leveraged buyout transactions 

(LBOs) that typically lack the solid 

strategic rationale and financial 

prospects that underpin our 

investment portfolio.



61 New Deals in Q2 2010
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Target  Acquirer  Target  Acquirer  

American Italian Pasta Company Ralcorp Holdings, Inc. Mariner Energy Apache Corporation

Arena Resources, Inc. SandRidge Energy, Inc. Mirant Corporation RRI Energy, Inc.

Arriva plc Deutsche Bahn AG National Dentex Corporation GDC Holdings, Inc.

ATS Medical, Inc. Medtronic, Inc. North American Galvanizing & Coatings, Inc. AZZ Incorporated

Bell Microproducts, Inc. Avnet, Inc. Odyssey HealthCare, Inc. Gentiva Health Services, Inc.

BioSphere Medical Inc. Merit Medical Systems Omni Energy Services Corp. Wellspring Capital

Boots & Coots Halliburton Palm, Inc. Hewlett-Packard

Brazauro Resources Corporation Eldorado Gold PLATO Learning Inc. Thoma Bravo LLC

Bway Holding Company Madison Dearborn Partners LLC Protection One GTCR Partners

Chloride Group plc Emerson Electric Psychiatric Solutions, Inc. Universal Health Services

Climate Exchange PLC Intercontinental Exchange, Inc. Raymarine plc Garmin

Comaplex Minerals Corp. Agnico-Eagle Mines Limited Seacliff Construction Corporation Churchill Corporation

Cornell Companies, Inc. The GEO Group SenoRx, Inc. C. R. Bard

CyberSource Corporation Visa, Inc. Somanetics Corporation Covidien

Dialysis Corporation of America, Inc. US Renal Care, Inc. SonicWALL, Inc. Thoma Bravo, LLC

DivX, Inc. Sonic Solutions Sperian Protection Honeywell

Dollar Thrifty Automotive Group Hertz Global Holdings, Inc. Stanley Inc. CGI Group Inc.

Double-Take Software, Inc. Vision Solutions, Inc. Subsea7 Inc. Acergy

DynCorp International Inc. Cerberus Capital Management LP Sybase, Inc. SAP

Eclipsys Corporation Allscripts-Misys Healthcare Solutions Inc. Symyx Technologies, Inc. Accelrys, Inc.

ev3, Inc. Covidien plc Talecris Biotherapeutics Holdings Corp. Grifols SA

FNX Mining Co. Inc. Quadra Mining Ltd. Techwell Inc. Intersil Corporation

Gerdau Ameristeel Corporation Geredau SA Thomas Weisel Partners Group, Inc. Stifel Financial Corporation

GLG Partners, Inc. Man Group plc TTI Team Telecom International Ltd. TEOCO

HealthTronics, Inc. Endo Pharmaceuticals Virage Logic Corporation Synopsys, Inc.

Intelligroup Inc. NTT Data Corporation Virtual Radiologic Corporation Providence Equity Partners

Interactive Data Corp. Silver Lake and Warburg Pincus Westpac Office Trust Mirvac Group

InVentiv Health, Inc. Thomas H. Lee Partners, L.P. Wheelock Properties Ltd. Wheelock & Co.

Javelin Pharmaceuticals Inc. Hospira, Inc. White Electronic Designs Corporation Microsemi Corporation

Lihir Gold Ltd. Newcrest Mining WuXi PharmaTech Cayman Inc. Charles River Laboratories, Intl., Inc.

MacArthur Coal Peabody Energy BTU

41 deals reached successful completion in the first quarter of 2010. In addition, the Fund invested in 61 new deals:



Competitive Bidding Helped Boost 
Arbitrage Returns in 2009

41 Madison Ave Ste 2802 • New York, NY 10010 • Tel (800) 560-8210 • Fax (212) 584-2376 Page 16

Target Industry Country
Final Deal 

Value (USD)
Increase Over

Initial Deal Value

AltaGas Utility Group Gas Canada $80 MM 16%

Borland Software USA $109 MM 50%

Certicom Corp Data Security Canada $101 MM 45%

CV Theraputics Biotech USA $1,337 MM 25%

Data Domain Storage USA $2,100 MM 34%

Entrust Inc Internet Security USA $122 MM 8%

Gloucester Coal Coal Australia $410 MM 44%

Hearst-Argyle Television Television USA $238 MM 12%

Pure Energy Oil/Gas Australia $647 MM 84%

SumTotal Software USA $155 MM 28%

Tundra Semiconductor Semiconductors Canada $115 MM 41%



Portfolio Characteristics as Percentage of Assets 
Invested in the Portfolio (as of 6/30/10)

Micro (Deal 
< $500M), 

13.9%

Small 
($500M -

$1B), 20.4%

Mid ($1B -
$5B), 42.1%

Large ($5B < 
Deal), 23.6%

Deal Values

Micro (Deal < $500M)

Small ($500M - $1B)

Mid ($1B - $5B)

Large ($5B < Deal)

Consumer 
Staples
6.0%

Consumer 
Discretionary

9.4%

Energy
20.8%

Financials
2.7%

Health Care
25.5%

Industrials
14.0%

Technology
12.4%

Materials
6.6%

Utilities
2.7%

Deal Sectors

Consumer Staples Consumer Discretionary

Energy Financials

Health Care Industrials

Technology Materials

Utilities
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USA
83.2%

Canada
1.5%

UK (ex 
Ireland)

1.7%

Continental 
Europe

2.1%

Pacific (ex 
Japan)
11.5%

Deal Regions

USA

Canada

UK (ex Ireland)

Continental Europe

Pacific (ex Japan)
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Our Edge: Strategy Differentiation

 Emphasis on capital preservation

 Stringent portfolio construction and risk management program (1% break exposure, dynamic hedging)

 Focus on announced deals

 Diversification (40-70 deals across a variety of market caps, regions, deal structures)

 The Arbitrage Fund is a diversified fund under the rules and regulations of the „40 Act

 Deal/Industry exposure limits

 Emphasis across entire market cap spectrum

 Controlled asset base

 Superior return opportunities

 Diversification

 Geographic reach

 Fundamental research

 Careful risk vs. reward analysis

 Comparative/competitive analysis

 Industry, financial, legal and regulatory analysis

 Global investment exposure without directional bets on foreign currencies or interest rates

 Defensive posture when conditions warrant

 Cash

 Various hedging strategies, including the use of options

 Incremental buying/building of positions

 Shorter duration
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Risk Management Process

 Risk Management and Portfolio Construction Guidelines

 General portfolio exposure limits:

 3% on initial purchase

 5% in a single deal

 20% per sector

 Stop loss & price objective strategy

 Portfolio exposure on potential deal breaks limited to 1% downside

 Diversification by industry, market cap, geography and setup strategy

 Fundamental revaluation scenarios

 Dynamic options hedging to reduce risk

 When investing outside the U.S., the Fund uses currency forwards to protect against currency risk

 Intensive Research

 Direct communication with company, legal, financial and industry sources in all potential investments 

 75 years combined investment experience

 Extensive network of contacts built over years of event arbitrage investing

 Deal Bias

 Fully financed

 Friendly

 Tender offers

 No/low regulatory conflicts
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Investment Process

Idea 
Generation

Risk/Reward 
& Portfolio 
Analysis

Proactive, 
Detailed 
Research

Trading 
Strategy

Execution
Profit & 
Reinvest

• Announced 

transactions

• Internal, 

independent and 

third party 

research

• Public filings

• Investment and 

market contacts

• Assess upside/ 

downside risks

• Assess volatility 

and timeline

• Consider whether 

new position 

meets investment 

criteria

• Consider how 

new position 

enhances 

portfolio 

performance, 

diversification, 

etc.

• Review financial 

statements

• Review original 

legal documents

• Contact 

companies, 

customers, 

competitors, 

suppliers, 

industry 

associations, 

other market 

contacts

• Contact legal 

counsel as 

appropriate

• Analyze historical 

trading patterns

• Create detailed 

timeline and 

consider key 

events, dates and 

outcomes

• Consider options, 

equity 

substitutes, 

matched 

long/short 

positions, costs 

and financing

• Establish stop 

loss parameter

• Multiple market 

alternatives, 

coverage options

• Direct trading 

with major 

exchanges

• Electronic 

trading systems

• Establish and 

constantly review 

buy/sell levels, 

concentration, 

downside risk, 

timing

• Adjust asset 

allocation 

depending on 

market 

conditions



Did You Know?

There are no tax consequences or Fund fees for 

shareholders exchanging to the lower cost Arbitrage Fund I 

Class (ARBNX) from the R Class (ARBFX). Additionally, 

the Fund prospectus waives I Class minimums for 

shareholders in fee-based or “wrap” accounts. To learn 

more please call 800-560-8210 or see the prospectus.
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Fund Availability

The Arbitrage Fund is available by direct purchase by calling (800) 295-4485; you may 
access our website at http://www.thearbfund.com  for further details. The Fund is also 
available on a number of different brokerage platforms. The following is an incomplete 
list:

 ING Financial Ptnrs PAM and PRIME Approv

 JPMorgan INVEST

 LPL SAM Approved

 Matrix Financial Solutions

 Multi-Financial Sec PAM and PRIME Approv

 Northwestern Mutual Investment Services

 Pershing FundCenter

 Pershing FundVest NTF

 Protected Investors of America NTF

 Raymond James

 Robert W. Baird & Co.

 Schwab Institutional

 Schwab Institutional NTF

 Schwab Retail

 Schwab Retail OneSource & NTF at NAV

 Schwab RPS All

 Schwab RPS SDE

 Scottrade NTF

 Securities America Advisors

 Sterne, Agee & Leach, Inc.

 SunGard Transaction Network

 T. Rowe Price

 TD Ameritrade Institutional

 TD Ameritrade Institutional Services

 TD Ameritrade Instl Services NTF

 TD Ameritrade NTF

 TD Ameritrade Retail

 Td Ameritrade, Inc.

 TIAA-CREF Brokerage Services

 TRUSTlynx

 Vanguard NTF

 Wachovia CustomChoice

 Wachovia CustomChoice & Asset Adv

 Wachovia PIM

 Ameriprise Brokerage

 Ameriprise SPS Advantage

 Ameritas NTF N

 Ameritas NTF P

 CommonWealth NTF

 CommonWealth PPS

 CommonWealth Universe

 DailyAccess Corporation FRIAG

 DATALynx

 Dreyfus NTF

 E*TRADE Financial

 ETrade No Load Fee

 Fidelity Institutional FundsNetwork

 Fidelity Institutional FundsNetwork-NTF

 Fidelity Retail FundsNetwork

 Fidelity Retail FundsNetwork-NTF

 Financial Network PAM and Prime Approved

 Firstrade

If you would like to find out if the Fund is available on your platform of choice, or if you 
would like to add The Arbitrage Fund to your broker dealer network, please call (800) 
560-8210.
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Biographies – Investment Team

 John S. Orrico, CFA – Portfolio Manager

 Mr. Orrico formed Water Island Capital, LLC, the advisor to The Arbitrage Fund, in 2000 and serves as 
its President. He serves as Chief Investment Officer to The Arbitrage Fund, leading the investment 
management team.

 Mr. Orrico has worked in the securities industry since 1982, beginning in corporate finance, with 
experience in institutional equity trading, equity research analysis and portfolio management.

 He joined Gruss & Co. in 1994, focusing on merger arbitrage and special situations, and became Senior 
Arbitrage Analyst there in 1996.

 Mr. Orrico directed arbitrage/special situations/distressed hedge fund portfolios at Lindemann Capital, 
which he joined in 1999.

 He achieved the CFA designation in 1988.

 Mr. Orrico received a BA in Finance and International Management from Georgetown University in 1982.
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Biographies – Investment Team

 Todd W. Munn, MBA – Co-Portfolio Manager

 Mr. Munn joined Water Island Capital in 2003 and has worked as a as a Senior Analyst and Trader on 
both US and foreign arbitrage portfolios as well as special situations since joining the firm.  

 Mr. Munn has worked in the securities industry since 1993. Prior to joining the advisor, Todd was a 
Senior Arbitrage Trader for Lipper & Company and a Senior Operations Analyst at Bear Stearns & 
Company, Inc. 

 Mr. Munn received an MBA in Finance from Fordham Graduate School of Business and a Bachelors 
degree in Business Management from Gettysburg College.

 Roger P. Foltynowicz, MS – Co-Portfolio Manager

 Mr. Foltynowicz joined Water Island Capital in 2003 and has worked as a as a Senior Analyst and Trader 
on both US and foreign arbitrage portfolios as well as special situations since joining the firm.  

 Prior to joining Water Island Capital, Mr. Foltynowicz worked for Jacobs Engineering as Project 
Accountant and played professional baseball for the Cincinnati Reds organization. 

 Mr. Foltynowicz holds a BA in Finance from Presbyterian College and a Master of Science degree in 
Investment Management from Pace Graduate School of Business.

 Mr. Foltynowicz is currently a CFA Level II candidate.
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Biographies – Investment Team

 Gregg Loprete – Analyst

 Mr. Loprete joined Water Island Capital in 2009 and is responsible for management of the firm‟s 
convertible and fixed income investments while also providing insight into and support for the ongoing 
Arbitrage Fund research.

 Prior to joining Water Island Capital, Mr. Loprete worked at Keefe, Bruyette & Woods as a Convertible 
and Preferred Trader where he evaluated, implemented and managed convertible and capital structure 
investments.  

 From 2007-2008, Mr. Loprete was a Director in the Convertible Arbitrage Group at Ramius Capital 
Group, LLC.  At Ramius Mr. Loprete served as co-manager and trader for the firm‟s US Convertible 
Arbitrage Portfolio. 

 From 2003 to 2007, Mr. Loprete was a Senior Convertible Analyst and Convertible Banking Liaison at SG 
Cowen & Company.

 From 1993 to 2002, Mr. Loprete was a vice president at Lipper and Company where he was the head of 
merger arbitrage trading and served on the investment committee for the firm‟s merger arbitrage 
portfolios. Prior roles at the firm included convertible arbitrage trader and credit analyst.

 Mr. Loprete received an M.B.A. in Finance from New York University and a B.A. in English Literature 
with a minor in Economics from the University of Delaware. 

 Matthew Osowiecki – Analyst

 Mr. Osowiecki joined Water Island Capital in 2007 and currently serves as an analyst on the investment 
team.  

 Prior to joining the firm, Mr. Osowiecki worked in the Investment Product Division of The Hartford and 
as a project manager in commercial development.

 Mr. Osowiecki holds a BS in Finance from the University of Connecticut.

 Mr. Osowiecki is currently a CFA Level II candidate.
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Biographies – Compliance and IT/Operations

 Matthew Hemberger, MBA – CCO/CFO

 Mr. Hemberger has been with the firm since its foundation in 2000 and serves as Chief Financial Officer 

and Chief Compliance Officer. He is responsible for monitoring the firm and the Fund‟s compliance with 

both its risk management and all regulatory requirements.   

 Mr. Hemberger has worked in the securities industry since 1984.

 Prior to joining WIC, Mr. Hemberger served as a Portfolio Manager at Chiyoda Life Asset Management of 

America.  He later served as CFO and Portfolio Manager at Lindemann Capital Partners. 

 Mr. Hemberger holds a BA in Economics from William Patterson College and an MBA in Financial 

Management from Rutgers Graduate School of Management.

 Eric M. Casadei – COO

 Mr. Casadei joined Water Island Capital in 2003. He oversees all of the firm‟s technology needs, and also 

handles the firm‟s back office and middle office operations, interfacing daily with its prime brokerage, 

administration, accounting and custodial service providers. He also aids in the firm's administrative and 

marketing efforts.

 Mr. Casadei holds a BA in Economics from Yale University.
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Biographies – Administration and Distribution

 Carisa Jackson

 Ms. Jackson oversees  the administrative duties of Water Island Capital and aids in the Fund‟s marketing 

and distribution.

 Prior to joining the firm in 2004, Ms. Jackson was a Director of The Sloan Group, an advertising agency, 

from 1992-2003.

 Ms. Jackson holds dual degrees in Graphic Design and Production Management from FIT.

 Jonathan Schonberg

 Mr. Schonberg joined Water Island Capital in early 2006 and oversees the marketing and distribution for 

The Arbitrage Fund. He serves as the primary point of contact for new and existing clientele, and is also 

responsible for the growth of the Fund through institutional channels such as RIAs, family offices, 

broker/dealers, and trust companies. He also responds to RFPs/RFIs and other inquiries regarding the 

Fund.

 Mr. Schonberg has worked in the financial services industry since 1999. He got his start in the business 

with Morgan Stanley and came to Water Island Capital via Sentinel Financial Services Company. He 

received a BA from Middlebury College in Middlebury, VT, and holds FINRA series 24, 7, and 66 licenses 

and has passed the FINRA series 31 exam.



Frequently Asked Questions

Can you explain the Fund’s spike in volatility in early 2001?

We are often asked about the high level of volatility the Fund experienced in the first few months of operation. This was due entirely to the fact that the Fund was 

not large enough (assets < $2 mil) to establish a prime brokerage relationship in order to custody short positions. As a result, the Fund relied solely on options 

(calls and puts) to hedge, in place of the more traditional strategy of short selling. The utilization of options strategies to create synthetic hedges allowed for 

greater volatility around returns during the first half of 2001. Volatility returned to normalized levels following the establishment of a prime brokerage 

relationship in June of 2001.

Annualized Standard Deviation (inception – June 2010): 12.06%

Annualized Standard Deviation (June 2001 – June 2010): 5.22%

How many securities are typically held in the fund? 

There is no limit to the number of stocks the Fund can hold, however, the Fund typically invests in 40-70 deals at any given time. Each deal will have one or 

perhaps two equity positions (a long and a short position in a stock for stock deal) and, in some cases, associated derivative positions for hedging purposes.

Is this strategy constrained by capacity?

In order to maintain our unique ability to invest meaningfully across the entire market cap spectrum, we intend to limit capacity if necessary. Assuming the level 

of deal flow globally remains similar to what we see today, the Fund would consider initiating a soft close when assets reach $1 billion. Should this transpire, the 

soft close would allow existing clients to continue investing in the Fund while limiting inflows from new platforms or relationships.

What do you believe are the fund’s key features? 

We believe the Fund‟s key features are as follows: 

1. Experienced and cohesive management team: John Orrico has been at the helm of the Fund since inception and the other two co-portfolio managers have 

been on the team for six years. 

2. Effective risk management: The team continuously strives to refine its risk management controls and discipline. We believe the processes described above

are producing the desired results.

3. Nimble asset base: Allows the Arbitrage Fund to invest globally across the market cap spectrum to, in effect, cherry pick from around the world what we 

believe to be the most attractive deals from a risk/reward standpoint.

4. No style drift: The team engages in traditional merger arbitrage without style drift.
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Important Information

An investor should consider the investment objectives, risks, charges and expenses of

the Fund carefully before investing. The current prospectus contains this and other

information about the Fund. To obtain a prospectus, please call 1-800-295-4485 or

visit our website at http://www.thearbfund.com. Please read the prospectus carefully

before investing.

We are making this presentation available to you for your information and education. Any references in this

presentation to specific holdings are not to be considered recommendations by the Arbitrage Fund (the "Fund") or

Water Island Capital (the "Advisor"), the Fund's advisor. All portfolio holdings are subject to change at any time. Any

discussion of specific securities is intended to help readers understand the Advisor's investment management style

with respect to Fund portfolio holdings, and should not be regarded as a recommendation of any security or of the

Fund.

In addition to the normal risks associated with investing, the Fund may realize losses if the proposed reorganizations in

which the Fund invests are renegotiated or terminated. The Fund's investment strategy may result in high turnover

rates, which may result in higher transaction costs and tax consequences of short-term gains. Leveraged funds are

more volatile and have higher fees and expenses than funds that do not borrow money to purchase securities. The

Fund may engage in options transactions and short sales. With short sales, you risk paying more for a security than you

received from its sale. Options transactions involve special risks that may make it difficult or impossible to unwind a

position when the Fund desires. The Fund's investments in foreign securities may be affected to a large degree by

fluctuations in currency exchange rates or political or economic conditions in a particular country.

The Arbitrage Fund is distributed by SEI Investments Distribution Co., which is not affiliated with the Advisor or any

other affiliate.


