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About Reuters

Reuters (www.reuters.com), the global information company, provides indispensable information tailored for
professionals in the financial services, media and corporate-markets. Its trusted information drives decision
making across the globe based on a reputation for speed, accuracy and independence. Reuters has
approximately 370,000 professional users. Reuters has 16,800 staff in 94 countries. This includes 2,300 editorial

staff in 196 bureaus serving 129 countries, making Reuters the world’s largest international multimedia news

agency. In 2006, Reuters Group revenues were GBP 2.6 billion. Reuters/Jefferies CRB Index®" is a service

mark of Reuters Group PLC and Jefferies Financial Products, LLC, or their affiliates.

About Jefferies

Jefferies Group, Inc. (www.jefferies.com), a global investment bank and institutional securities firm, has served
growing and mid-sized companies and their investors for nearly 45 years. Headquartered in New York, with
more than 25 offices around the world, Jefferies provides clients with capital markets and financial advisory
services, institutional brokerage, securities research and asset management. The firm is a leading provider of
trade execution in equity, high yield, convertible and commodity index-linked products, serving institutional

investors and high net worth individuals.




The case for commodities

Demand for commodity index-linked investment products from both institutional and retail investors has grown
considerably over the past several years. Commodities as an asset class possess several key strategic
characteristics that may be advantageous to investors over sustained periods. Unlike stocks and bonds,
commodity prices historically demonstrate a positive correlation with inflation, providing superior returns in rising
interest rate environments. Commodity returns demonstrate low to negative correlations with those of equities and
bonds.

As a traditionally non-correlated asset class, commodities have offered investors a valuable source of portfolio
diversification. Over long-term horizons, commodities have demonstrated average returns comparable to those
from equities. Investments in US Dollar-denominated commodities can act as an effective hedge to currency
exposure. Adding commodities to a traditional portfolio of equities and fixed income products may improve returns
in absolute and risk-adjusted terms.

Obtaining exposure to commodities

Physical commodity market investments are impractical for most investors due to the complications associated
with owning the physical goods. For example, buying, storing and selling physical barrels of oil, bushels of corn or
bags of coffee is logistically challenging and requires specialized product knowledge. Investors can instead obtain
exposure to the asset class via a range of commodity-linked financial products. These include futures contracts,
stocks in commaodity producing companies and investments in actively managed commodity investment pools.

However, these vehicles present challenges for investors,
® Investing with futures requires specific trading expertise and continual maintenance

m stocks of commodity-producing companies are subject to broad stock and bond market movements and may
have imperfect correlations with commodity prices, and

m actively managed commodity investment pools depend entirely on manager skill.

Commodity indices may provide a simple and efficient way of acquiring exposure to the asset class. These indices
are baskets of exchange-traded futures contracts representing long-only positions in underlying commodities.
Indices are systematic, transparent and governed by previously specified calculation methods.

Benchmark commodity indices typically include a variety of commodity sectors to provide investors broad exposure
to commodities as an asset class and free the investor from the complex mechanics of futures trading. Investors
can attempt to replicate a commodity index by buying proportional amounts of all the underlying commodity futures
contracts included in the commodity index of choice and then rolling, re-balancing (as required) and reweighting
(as required) the basket of futures according to specified calculation methods. Direct investment in commodity
futures requires expertise and exposes the investor to the risk of significant tracking error. Thus, many investors
will find it more efficient to invest in a commodity index fund that aims to replicate the performance of a chosen
index.




Commodity index-linked exchange traded funds, or ETFs, allow investors to access the returns of a designated
commodity index with low levels of tracking error via liquid financial instruments listed on stock exchanges. ETFs
provide simplicity and flexibility: investors are able to obtain index exposure in one transaction, carried out on an
exchange and at real time prices, making it possible to react quickly to market movements. Investors can also take
advantage of short-selling. Because ETFs meet market-making requirements on their respective stock exchanges
and are continuously quoted throughout the sessions, they provide liquidity and transparency. ETFs are cost
effective: most funds do not have subscription or redemption fees (although normal brokerage fees typically apply)
and fund management fees are competitive in relation to other commaodity index-linked investment products.
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About the Reuters/Jefferies CRB Index

For nearly 50 years, the CRB Index has served as the most widely recognized measure of global commodities
markets. The history of the CRB Index dates back to 1957, when the Commaodity Research Bureau constructed an
index that made its inaugural appearance in the 1958 CRB Commodity Year Book.

Since then, as the world economy has evolved, the Index has undergone periodic updates to remain a leading
benchmark for the performance of commodities as an asset class. The Index was renamed the Reuters/Jefferies
CRB (“RJ/CRB") Index in 2005 when it underwent its tenth and most recent revision to maintain its continued
accurate representation of modern commodity markets.

The RJ/CRB Index is designed to provide timely and accurate representation of a long-only, broadly diversified
investment in commodities through a systematic, transparent calculation methodology. Members of the investment
and academic communities along with central banks and prominent non-governmental organizations use the
RJ/CRB Index as the definitive benchmark for price levels and movements within the commodities markets.

The RJ/CRB Index is widely quoted and referenced in leading print media sources such as the New York Times,
Wall Street Journal and Financial Times and broadcast media outlets such as CNBC, CNN, FOX and Bloomberg
Television. Respected academic white papers on the subject of commodity investing - such as The Tactical and

Strategic Value of Commodity Futures and Facts and Fantasies about Commodity Futures highlight the RJ/CRB
Index.



Included commodities and weightings

Reuters/Jefferies CRB Index maintains broad
diversification through 19 commodities representing
all commodity sectors — energies, base metals,
precious metals, livestock, grains and softs. In
determining starting annual weights for component
commodities, benchmark indices employ differing

The Reuters/Jefferies CRB Non-Energy Index is
designed for investors seeking broad exposure to
commodities excluding energy. This liquid index
maintains diversification through 15 commodities
representing 5 major sectors — base metals, precious
metals, livestock, grains and softs.

approaches. The RJ/CRB Index employs equitable
distribution wherever feasible while re-weighting
exposure to selected markets, such as the
economically important energy sector. The index is
designed to be liquid and rational.

RJ/CRB Index target weightings by sectors: RJ/CRB Non-Energy Index target weightings by sectors:

Sectors

Grains & Softs 55.7%
Base Metals 21.3%

Sectors

Energy 39%

Grains & Softs 34%
Precious Metals 11.5%

Livestock 11.5%

Base Metals 13%
Precious Metals 7%
Livestock 7%

Index basics

Commodity indices are governed by specific calculation methods. As such, creating a commodities index requires
that critical decisions be made concerning three categories of issues: included commodities and weightings, re-
balancing methodology and rollover methodology. Decisions on these three issues significantly determine
commodity index performance and distinguish the indices from one another.

Re-balancing methodology

The RJ/CRB Index rebalances monthly to its target weightings. Monthly re-balancing helps maintain the stability
and basic composition of the index over time, preventing sector and component drift from sustained relative price
movements. Re-balancing has also been suggested as a means of increasing the risk-adjusted returns of a
diversified commodity portfolio. Periodic re-balancing of a collection of uncorrelated and mean-reverting assets can
increase total returns and lower index volatility. Through the re-balancing process the RJ/CRB Index systematically
decreases exposure to commodities that have trended higher in value and increases exposure to those
commodities that may be relatively inexpensive. To the extent that commodity prices are mean-reverting, this
regular re-balancing can be a source of positive alpha. By re-balancing its component weightings monthly, the
RJ/CRB Index increases transparency for investors and mitigates the timing effects to which less frequency
rebalanced indices are exposed.

Rollover methodology

The RJ/CRB Index uses a four day rollover schedule for each commodity beginning on the first business day of the
month and ending on the fourth business day. All liquid calendar months for every commodity are included in this
rollover schedule. The rollover methodology assumes a constant dollar investment and rolls a proportionally equal
amount of the active contract to the deferred month contract at the end of each roll day. The choice of a rollover
methodology is critical to the long-term performance of a commaodity index.



Disclaimer

This is not an offer or solicitation of an offer to buy or sell any security or investment. Past performance is not
necessarily indicative of future results. Certain information in this document was obtained from third-party
sources believed to be reliable but Jefferies Financial Products, LLC or its affiliates (“Jefferies’) shall have no
liability, contingent or otherwise, to any person or entity for the quality, accuracy, timeliness and/or
completeness of the information contained herein, the commodity prices, commaodity indices, or for delays,
errors, omissions or interruptions in the publication of the commaodity prices, commaodity indices, or any related
data.

Jefferies does not guarantee the accuracy, timeliness or completeness of the commaodity prices, or commodity
indices, or any information, material or data related thereto. Jefferies, including its affiliates, directors, officers
and employees, with respect to use of this material, commodity prices or other commodity indices, including but
not limited to the trading of or investments in products based on or related to commodity prices or commodity
indices, (a) make no warranty, express or implied, as to the results to be obtained by any person or entity, (b)
make no warranty, express or implied, and expressly disclaim any warranty or merchantability or fithess for a
particular purpose, and (c) without limiting any of the foregoing, shall have no liability for any direct, indirect,
special, punitive, consequential or any other damages (including lost profits), even if notified of the possibility of
such damages. Jefferies is not an advisor as to legal, taxation, accounting, regulatory or financial matters in any
jurisdiction, and is not providing any advice as to any such matter to the recipient. The recipient should discuss
such matters with the recipient’s advisors or counsel and make an independent evaluation and judgment with
respect to them.

S&P GSCI

The products incorporating the S&P GSCI (the “products”) are not sponsored, endorsed, sold or promoted by
Standard & Poor’s, a division of The McGraw-Hill Companies, Inc. (“S&P”). Standard & Poor’s does not make
any representation or warranty, express or implied, to the owners of the Products or any member of the public
regarding the advisability of investing in securities generally or in the Products particularly or the ability of the
S&P Indices to track general stock market performance. S&P’s only relationship to Jefferies Financial Products,

LLC (“JFP”) is the licensing of certain trademarks and trade names of S&P and of the S&P Indices, which
indices are determined, composed and calculated by S&P without regard to JFP or the Products. S&P has no
obligation to take the needs of JFP or the owners of the Products into consideration in determining, composing
or calculating the S&P Indices. S&P is not responsible for and have not participated in the determination of the
timing of, prices at, or quantities of the Product to be issued or in the determination or calculation of the
equation by which the Products are to be converted into cash

S&P has no obligation or liability in connection with the administration, marketing or trading of the Products.
S&P DOES NOT GUARANTEE THE ACCURACY AND/OR THE COMPLETENESS OF THE S&P INDICES OR
ANY DATA INCLUDED THEREIN AND S&P SHALL HAVE NO LIABILITY FOR ANY ERRORS, OMISSIONS,
OR INTERRUPTIONS THEREIN. S&P MAKES NO WARRANTY, EXPRESS OR IMPLIED, AS TO RESULTS
TO BE OBTAINED BY JFP, OWNERS OF THE PRODUCTS OR ANY OTHER PERSON OR ENTITY FROM
THE USE OF THE S&P INDICES OR ANY DATA INCLUDED THEREIN. S&P MAKES NO EXPRESS OR
IMPLIED WARRANTIES, AND EXPRESSLY DISCLAIMS ALL WARRANTIES OF MERCHANTABILITY OR
FITNESS FOR A PARTICULAR PURPOSE OR USE WITH RESPECT TO THE S&P INDICES OR ANY DATA
INCLUDED THEREIN. WITHOUT LIMITING ANY OF THE FOREGOING, IN NO EVENT SHALL S&P HAVE
ANY LIABILITY FOR ANY SPECIAL, PUNITIVE, INDIRECT, OR CONSEQUENTIAL DAMAGES (INCLUDING
LOST PROFITS), EVEN IF NOTIFIED OF THE POSSIBILITY OF SUCH DAMAGES.

The S&P Marks are trademarks of The McGraw-Hill Companies, Inc. and have been licensed for use by JFP.
Facts and Fantasies about Commodity Futures Gary Gorton and K. Geert Rouwenhorst, 2005

The Tactical and Strategic Value of Commodity Futures Claude B. Erb & Campbell R. Harvey, 2006




