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Proven 7+ Year Track Record

Ñ 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

¼ Unique mutual fund pursuing merger arbitrage strategy

¼ Unleveraged fund utilizing short-selling, options and other hedging techniques

¼ 7+ year track record

Average Annual Returns (through the quarter ending March 31, 2008)

One Year Five Year Since Inception*

ARBFX 4.27% 5.07% 6.17%

S&P 500 -5.08% 11.31% 0.35%

* Inception: 9/17/00

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 investorôsshares, 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

http : //www .thearbfund .com/ . Returns do not reflect a 2% redemption fee for shares that are redeemed from the fund

within 90 days of purchase, which, if reflected, would reduce the performance quoted. 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 would be reduced. The Total Annual Fund Operating Expensefor ARBFX is 2.14%. The

Advisor has agreed to waive feesin excessof 1.88% for ARBFX until at least August 31, 2012.
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Performance - Track Record Comparison

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 investorôsshares, 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 http : //www .thearbfund .com/ . Fund 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 would be reduced. The Total Annual Fund Operating
Expensefor ARBFX is 2.14%. The Advisor has agreed to waive feesin excessof 1.88% for ARBFX until at least August 31, 2012.

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 Lehman U.S. Aggregate Bond Index covers the U.S. investment grade fixed rate bond market. Source: S&P 500 total return data from Bloomberg. Lehman
Index data from Lehman Brothers. 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)

Lehman U.S. Aggregate Bond Index S&P 500 Index The Arbitrage Fund



The Arbitrage Fund as a Fixed Income 
Alternative

100% Lehman Aggregate Index

10% Arbitrage Fund / 90% 
Lehman Aggregate Index

20% Arbitrage Fund / 80% 
Lehman Aggregate Index

30% Arbitrage Fund / 70% 
Lehman Aggregate Index

40% Arbitrage Fund / 60% 
Lehman Aggregate Index
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5-Year Annualized Standard Deviation

Merger Arb reduced risk in fixed income portfolios.

Five-year period ending March 31, 2008

Higher Risk / Lower Return

Lower Risk / Higher Return
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Allocations are for illustration only and are not indicative of any recommendation or investment. 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 investorôsshares, 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 http : //www .thearbfund .com/ . Fund 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 would be reduced. The Total Annual Fund Operating Expensefor ARBFX is 2.14%. The Advisor has agreed to waive feesin excess
of 1.88% for ARBFX until at least August 31, 2012.



The Arbitrage Fund as a Fixed Income 
Alternative - Historical Comparisons
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Allocations are for illustration only and are not indicative of any recommendation or investment. 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 investorôsshares, 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 http : //www .thearbfund .com/ . Fund 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 would be reduced. The Total Annual Fund Operating Expensefor ARBFX is 2.14%. The Advisor has agreed to waive feesin excess
of 1.88% for ARBFX until at least August 31, 2012.
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5-Year Annualized Standard Deviation

The Arbitrage Fund as a Fixed Income Alternative

Data series show hypothetical portfolios comprised of The Arbitrage Fund (Class R) and Lehman U.S. Aggregate
Bond Index, with data annualized for the preceeding five year period.

A: June 30, 2006

B: September 30, 2006

C: December 31, 2006

D: March 31, 2007

E: June 30, 2007

F: September 30, 2007

G: December 31, 2007

H: March 31, 2008

Lower Risk / Higher Return

Higher Risk / Lower Return

1:  100%Lehman 

2:  90% Lehman / 10% Arbitrage

3:  80% Lehman / 20% Arbitrage

4:  70% Lehman / 30% Arbitrage

5:  60% Lehman / 40% Arbitrage
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Merger Arbitrage Returns Track 
Short-Term Treasury Returns
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Three-Month Treasury  Bill Y ield HFRI Merger Arbitrage Index

Source: HFRI Index data from Hedge Fund Research, Inc. 3-Month Treasury Bill data from Bloomberg.
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Building Blocks of a Risk Arb ñSpreadò

Timing to Close

ÅSteps in Process
ÅApprovals Needed

Deal Risk

ÅRegulatory (SEC, FTC, DOJ, etc.)
ÅFinancing
ÅShareholder Votes
ÅOther Approvals or Consents

Risk-Free Rate

ÅShort Term Treasuries

Spread =
(Profit Potential)

Risk Premium +  
Risk-Free Rate



New Deals ïFirst Quarter 2008

Target Acquirer Target Acquirer

A. S. V., Inc. Terex Corp. I-trax, Inc. Walgreen Co.

Abbot Group PLC First Reserve Corp. Lifecore Biomedical, Inc. Warburg Pincus

Addenda Capital, Inc. The Co-operators Group, Ltd. Manatron Inc. Thoma Cressey Bravo

Allscripts Healthcare Solutions Inc. Misys Plc Matria Healthcare Inc. Inverness Medical Innovations

AmCOMP Inc. Employers Holdings Inc. National Medical Health Card Systems Inc. SXC Health Solutions Corp.

Ansoft Corp. Ansys Inc. Nationwide Financial Services, Inc. Nationwide Mutual Insurance

Audible Inc. Amazon.com Inc. Neuf Cegetel Vivendi SA

AWD Holding AG Swiss Life Beteiligungs GmbH NYMEX Holdings Inc. CME Group, Inc.

Biffa plc Montagu Private Equity LLP Performance Food Group Co. Blackstone Group LP

BladeLogic, Inc. BMC Software Possis Medical, Inc. MEDRAD, Inc.

Bright Horizons Family Solutions Inc. Bain Capital ProCentury Corporation Meadowbrook Insurance Group, Inc.

Bronco Drilling Co. Inc. Allis-Chalmers Energy Quintana Maritime Ltd. Excel Maritime Carriers

CHC Helicopter Corporation First Reserve Corp. Royal Utilities Income Fund Sherritt International Corporation

ChoicePoint Inc. Reed Elsevier Group plc Scorpion Offshore Ltd. Fortune Super Equity Mgmt LLC

CNX Gas Corporation CONSOL Energy Inc. SigmaTel, Inc. Freescale Semiconductor

CollaGenex Pharmaceuticals, Inc. Galderma Labs, Inc. Spectra Energy Income Fund Westcoast Energy Inc.

Cordero Energy Inc. ENMAX Take-Two Interactive Software, Inc. Electronic Arts Inc

Corporate Express NV Staples, Inc. Tradus Plc Naspers Ltd.

CSK Auto Corporation O'Reilly Automotive, Inc. Trolltech ASA Nokia

Diebold, Incorporated United Technologies Corporation Ventana Medical Systems Roche

Encysive Pharmaceuticals, Inc. Pfizer, Inc. Vistacare, Inc. Odyssey Healthcare, Inc.

Getty Images Inc. Hellman & Friedman LLC Whatman Plc General Electric Co.

GMH Communities Trust American Campus Communities Inc. XM Satellite Radio SIRIUS Satellite Radio

Gyrus Group PLC Olympus Corporation Yahoo, Inc. Microsoft Corporation

Icos Vision Systems NV KLA-Tencor Corporation Zinifex, Ltd. Oxiana Ltd.

Industrial Distribution Platinum Equity Advisors LLC
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The following is a list of new deals in which the fund invested during the first quarter of 2008:
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Our Edge: Strategy Differentiation

Ñ Emphasis on capital preservation

¼ Focus on announced deals

¼ Diversification (40-50 deals across a variety of market caps, geographies, deal structures)

¼ Deal/Industry exposure limits

¼ Stringent portfolio construction and risk management program (1% break exposure, dynamic hedging)

Ñ Emphasis on small and mid cap situations

¼ Controlled asset base

¼ Superior return opportunities

¼ Diversification

¼ Geographic reach

Ñ Fundamental research

¼ Careful risk vs. reward analysis

¼ Comparative/competitive analysis

¼ Industry, financial, legal and regulatory analysis

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

Ñ Defensive posture when conditions warrant

¼ Cash

¼ Various hedging strategies, including the use of options

¼ Incremental buying/building of positions
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Risk Management Process

Ñ Risk Management and Portfolio Construction Guidelines

¼ Limit of 3% of net assets in any initial purchase

¼ Limit of 5% of net assets in any single deal

¼ Limit of 20% in any single sector

¼ Stop loss & price objective strategy

¼ Diversification by industry, market cap, geography and setup strategy

¼ Fundamental revaluation scenarios

¼ Dynamic options hedging to reduce risk

Ñ Intensive Research

¼ Direct communication with company, legal, financial and industry sources in all potential investments 

¼ 75 years combined investment experience

¼ Extensive network of contacts built over years of event arbitrage investing

Ñ Deal Bias

¼ Fully financed

¼ Friendly

¼ Tender offers

¼ No/low regulatory conflicts
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Investment Process

Idea 
Generation

Risk/Reward 
& Portfolio 
Analysis

Proactive, 
Detailed 
Research

Trading 
Strategy

Execution
Profit & 
Reinvest

ÅAnnounced 

transactions

ÅInternal, 

independent and 

third party 

research

ÅPublic filings

ÅInvestment and 

market contacts

ÅAssess upside/ 

downside risks

ÅAssess volatility 

and timeline

ÅConsider whether 

new position 

meets investment 

criteria

ÅConsider how 

new position 

enhances 

portfolio 

performance, 

diversification, 

etc.

ÅReview financial 

statements

ÅReview original 

legal documents

ÅContact 

companies, 

customers, 

competitors, 

suppliers, 

industry 

associations, 

other market 

contacts

ÅContact legal 

counsel as 

appropriate

ÅAnalyze historical 

trading patterns

ÅCreate detailed 

timeline and 

consider key 

events, dates and 

outcomes

ÅConsider options, 

equity 

substitutes, 

matched 

long/short 

positions, costs 

and financing

ÅEstablish stop 

loss parameter

ÅMultiple market 

alternatives, 

coverage options

ÅDirect trading 

with major 

exchanges

ÅElectronic 

trading systems

ÅEstablish and 

constantly review 

buy/sell levels, 

concentration, 

downside risk, 

timing

ÅAdjust asset 

allocation 

depending on 

market 

conditions
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Fund Availability

The Arbitrage Fund is available by direct purchase by calling 1-800-295-4485, accessing 
our website at www.thearbfund.com or through the following brokerage platforms:

Ñ Financial Network PAM and Prime Approved

Ñ First National Bank of Omaha

Ñ FolioFN

Ñ FSC Securities

Ñ FTJ FundChoice

Ñ H.Beck

Ñ Hewitt Financial Services

Ñ Horner Townsend & Kent

Ñ ING Financial Parnters PAM and PRIME approved

Ñ INVEST Financial Corporation, Inc.

Ñ Investment Centers of America

Ñ Jefferson Pilot Securities

Ñ KMS Financial Services, Inc.

Ñ Linsco Private Ledger

Ñ M & T Securities

Ñ M&I Marshall & Ilsley Bank (M&I Brokerage Services Inc.)

Ñ Maxim Group LLC

Ñ Mercantile Brokerage Services Inc.

Ñ Mesirow Financial, Inc

Ñ MetLife Securities, Inc.

Ñ MG Trust Company

Ñ Mid Atlantic Capital Corp.

Ñ Morgan Keegan

Ñ Multi-Financial SEC PAM and PRIME Approved

Ñ National Financial Services LLC / Fidelity Brokerage 

Services LLC

Ñ National Investor Services Corp

Ñ National Planning Corporation

Ñ New England Securities Corp.

Ñ Northern Trust Company

Ñ Northwestern Mutual Investment Services

Ñ Northern Trust Company

Ñ Oberlin Financial Corp.

Ñ Penson Financial Services, Inc Pershing

Ñ Protected Investors of America NTF

Ñ Prudential Investment Management Services, LLC

Ñ Robert W. Baird

Ñ Royal Alliance

Ñ Schwab Institutional/Schwab Institutional NTF

Ñ Schwab Retail/Schwab Retail OneSource NTF

Ñ Schwab RPS All/Schwab RPS SDE

Ñ Scottrade, Inc.

Ñ Securities America Advisors

Ñ Shareholders Service Group, Inc.

Ñ SII Investments

Ñ Smith Moore and Co.

Ñ Southwest Securities Inc.

Ñ Sterne, Agee & Leach, Inc.

Ñ SunGard Transaction Network

Ñ T. Rowe Price

Ñ TD Ameritrade Inc.

Ñ TD Ameritrade Institutional Services

Ñ TD Ameritrade Institutional Services NTF

Ñ TD Ameritrade NTF

Ñ TIAA-Cref

Ñ Tower Square Securities, Inc.

Ñ TRUSTlynx (First Trust)

Ñ Uvest Financial Services

Ñ Vanguard NTF

Ñ Wachovia Bank, N.A.

Ñ Wachovia Securities

Ñ Walnut Street Securities, Inc.

Ñ Waterstone Financial Group

Ñ Westminster Financial Securities

Ñ ADP Clearing & Outsourcing Services, Inc.

Ñ Advantage Capital Corp.

Ñ AIG Financial Advisors, Inc.

Ñ American Century Brokerage Inc.

Ñ American General Securities

Ñ Ameriprise Brokerage

Ñ Ameriprise SPS Advantage

Ñ Ameritas NTF N

Ñ Ameritas NTF P

Ñ Ameritrade Inc.

Ñ Associated Securities Corp

Ñ Bear Stearns

Ñ Bear Stearns No-Load NTF

Ñ Bear Stearns No-Load Transaction Fee

Ñ Bear Stearns NTF

Ñ Bill Few Securities

Ñ BNP Paribas Securities Corporation

Ñ BrownCo, LLC (formerly JP Morgan Invest, LLC)

Ñ Cambridge Investment Research Inc.

Ñ Charles Schwab & Co.

Ñ Comerica.

Ñ CommonWealth NTF

Ñ CommonWealth PPS

Ñ CommonWealth Universe

Ñ DATAlynx (First Trust)

Ñ Dreyfus Service Corp & MBSC, LLC

Ñ E*Trade Financial/Etrade No Load Fee

Ñ ExpertPlan

Ñ Ferris, Baker Watts, Inc.

Ñ Fidelity Institutional FundsNetwork

Ñ Fidelity Institutional FundsNetwork-NTF

Ñ Fidelity Retail Funds Network

Ñ Fidelity Retail Funds Network - NTF
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Biographies

Ñ John S. Orrico, CFA

¼ 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.

¼ 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.

¼ He joined Gruss & Co. in 1994, focusing on merger arbitrage and special situations, and 

became Senior Arbitrage Analyst there in 1996.

¼ Mr. Orrico directed arbitrage/special situations/distressed hedge fund portfolios at 

Lindemann Capital, which he joined in 1999.

¼ He achieved the CFA designation in 1988.

¼ Mr. Orrico received a BA in Finance and International Management from Georgetown 

University in 1982.



41 Madison Ave Ste 2802 Å New York, NY 10010 Å Tel (800) 560-8210 Å Fax (212) 584-2376 Page 14

Biographies -- Investment Team

Ñ Todd W. Munn, MBA
¼ 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.  

¼ 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. 

¼ Mr. Munn received an MBA in Finance from Fordham Graduate School of Business and a Bachelors 
degree in Business Management from Gettysburg College.

Ñ Roger P. Foltynowicz, MS
¼ 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.  

¼ Prior to joining Water Island Capital, Mr. Foltynowicz worked for Jacobs Engineering as Project 
Accountant and played professional baseball for the Cincinnati Reds organization. 

¼ 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.

Ñ Matthew Osowiecki
¼ Mr. Osowiecki joined Water Island Capital as a Junior Analyst in 2007.  

¼ Prior to joining the firm, Mr. Osowiecki worked in the Investment Product Division of The Hartford and 
as a project manager in commercial development.

¼ Mr. Osowiecki holds a BS in Finance from the University of Connecticut.
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Biographies -- Compliance/IT/Operations/Administration

Ñ Matthew Hemberger, MBA
¼ 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 Fundôs compliance with 
both its risk management and all regulatory requirements.   

¼ Mr. Hemberger has worked in the securities industry since 1984.

¼ 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. 

¼ Mr. Hemberger holds a BA in Economics from William Patterson College and an MBA in Financial 
Management from Rutgers Graduate School of Management.

Ñ Eric M. Casadei
¼ Mr. Casadei joined Water Island in 2003 and serves as the firmôs Director of Technology and Operations. 

He oversees all of the firmôs technology needs and handles the firmôs back 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.

¼ Mr. Casadei holds a BA in Economics from Yale University.

Ñ Carisa Jackson
¼ Ms. Jackson serves as Director of Client Services.

¼ Prior to joining the firm in 2004, Ms. Jackson was a Director of The Sloan Group, an advertising 
agency, from 1992-2003.

¼ Ms. Jackson holds dual degrees in Graphic Design and Production Management from FIT.
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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.


