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The performance of alternative investments (e.g., commodities, futures, hedge
funds; funds of hedge funds, private equity or other types of limited partnerships)
can be volatile. Alternative investments generally involve various risk factors and
liquidity constraints, a complete discussion of which is set forth in the offering
documents of each specific alternative investment. Due to the speculative nature
of alternative investments a client must satisfy certain income or net worth
standards prior to investing.

Private Equity and Private Equity Funds

Private Equity Funds may be affected by various forms of risk, including:

Long-term Investment. Unlike mutual funds, which generally invest in
publicly traded securities that are relatively liquid, private equity funds
generally invest in large amounts of illiquid securities from private
companies. Depending on the strategy used, private real estate funds will
have illiquid underlying investments that may not be easily sold, and
investors may have to wait for improvements or development before any
redemption. Given the illiquid nature of the underlying purchases made by
private equity and private real estate managers, private equity and private
real estate funds are considered long-term investments. Private equity
funds are generally set up as 10- to 15-year investments with little or no
provision for investor redemptions. Private real estate funds are generally
seven- to ten-year investments and also have limited provisions for
redemptions. With long-term investments, clients should consider their
financial ability to bear large fluctuations in value and hold these
investments over a number of years.

Difficult Valuation Assessment. The portfolio holdings in private equity and
private real estate funds may be difficult to value, because they are not
usually quoted or traded on any financial market or exchange. As such, no
easily available market prices for most of a fund’s holdings are available.
Additionally, it may be hard to quantify the impact a manager has had on
underlying investments until those investments are sold.

Lack of Liquidity. Private equity and private real estate funds are not
“liquid” (they can’t be sold or exchanged for cash quickly or easily), and
the interests are typically non-transferable without the consent of a fund’s
managing member. As a result, private equity and private real estate funds
are generally only suitable for sophisticated investors who have carefully
considered their financial capability to hold these investments for the long
term.

Capital Call Default Consequences. Answering capital calls to provide
managers with the pledged capital is a contractual obligation of each
investor. Failure to meet this requirement in a timely manner could elicit
significant adverse consequences, including, without limitation, the
forfeiture of the defaulting investor’s interest in the fund.
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